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UNJT::D STAT~ G:::N::RAL tccou~r:' '.NG OfflC!:: 

. lUW,AN RESC'.l'. .IR=ES 
OIVl!;IC,I\' 

B-177486 

WASHINGTON, D .C. Z0!>-41: 

The Honorabl e William Proxmire 
United Sta t~s S~nu~e 

Dear Sen~tor froxmire: 
MAR 2 2 1977 

!n acco i: =ance with your request of October 27, 1976, we 
rev iewed Mr. t-ianuel Delgado's allegations that ineligible a?­
plica~ts were being enrollee in programs administered by the 
Unit~d Migrant Opportunity Service, Milwaukee~ Wisconsin. 
Mr. Delgado,~ Service e~ployee from June to Octobe: 1976, 
alleged that 

--th~ E~ r vice ~id not verify information establishing 
appl i cant eligibility ond 

·--a superv iscr had changed informatfon obtained f::om 
~pplicants so they would qualify for services. 

The s~rvice received $1.4 million in 1976 from tne De­
part. rr: ent of Laher to provide employment, tre.ining, and 
sup~0r tive services to rr.igrant and other seasonally employed 
far~wotkers . Th~se funds were provided under title III, 
sec t ion ·30J, of t~e Compreh~.- :1sive Emp!oyment and Training 
Act cf 1973, as amended (29 U.S.C. 873 (Supp. v, 1975)). 

We interviewed Mr. Delgado, Service officials, Labor 
headquarters officials, and five farmworkers who received 
Ser\'ice benefits. We also reviewed Labor regulations, Serv­
ice o~erating guidelines, and certain applicant records. 

Labor's regulations restrict applica~t eligibility for 
sec ti on 303 programs to farmworkers and their. oepcndtnts who, 
dur i ng any consecutive 12-mcnth _period within the previous 
1·a months, earned over 50 percent of their income as seasonal 
far rn wo!: ker .s. A s·easonal farm·..ior ker is cJef ined as a per son \lh:) 

ha s spent a t 2.east 25 days doing tarmwork but not more t.han 
150 consecutive days working for on~ establishment. In addi­
tion, total family income based on the number of claimed de­
pencer.ts must be below the poverty le,·el est ,::blished by the 
Office cf Management and Budget. 
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We found tha t t he Service r arely verified ·information 
obtained from applicants about their elig ibility. We also 
found that a supe rvisor had cha nged eligibility information 
i n t he f our cases pointed out by M=. Delgado. A review of 
these cases showed that the changes in three cases were jus­
tified and the enrollees were eligible. The change in the 
fourth case was not justified and the enrollee should not 
have received assistance. 

Mr. Delgado also alerted us to difficulties the Service 
experienced recovering security deposits paid under its hous­
ing assistance program. We did not determine the amount cf 
money involved, but Service officials stated that only ab~ut 
1 percant of the deposits was recovered. We disc ussed pos­
si~l~ steps with Service officials to reduce losses from un-
recovered deposits. • 

These matters are discussed in more detail below. 

ELIGI BILITY INFORMATION 
RA. RELY VERI FIED 

Labor's regulations assign responsibility for determining 
if applicants meet eligibility criteria to the grantee. To 
ascerta i n el ig ib:i.1 i ty Service personnel interviewed applicants 
about t he i r work experience, number of dependents, and total 
family income. Information from the in~erview was recorded 
on a client intake form and certified by the applicant. The 
only rev iew for accuracy was made in the Service's accounting 
depar t ~ent. This review generally consisted of little more 
than a check for errors in computation or gross irregularities 
on the application. Service personnel seldom verified data 
through former employers or the applicant's family. 

Service officials explained that their programs were pri­
marily emergency in nature, providing nutritional assistance, 
medical services, and housing assistance. Applicants gener­
~lly needed immediate aid and there was not time for extensive 
verification of the data. They explained that their telephone 
budget was lim:ted z~d correspondence took too long. We were 
also advised that many employers did not maintain employment 
records on ~igrant workers and therefore would have no basis 
to verify an applicant's employment. 

We agree that emergency services should not be delayed. 
However, the Service also funded long-term programs such as 
day care and educational pr ogram~. We suggested that Service 
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officials attempt to veriry client eligibility in these more 
expensive, long-term programs. 

ELIGIB~ ~ITY !~FORMATION CHANGED 
TO QUALIFY hPPLICANTS 

Mr. Del~ado identifieo four cases in which hi~ sup:rvisor 
changed eligibility information to qualify applica~ts. 

After interviewing his supervisor and reviewing appro­
priate Labor regulations and Service guidelines, we determined 
that Mr. IX:lgaao had misinterpreted th: eligibility criteria 
concerning seaso~al farmworkers' income in two cases. Ap­
parently be was not aware that regulations provided that any 
consecutive 12-month period could be drawn from the 18 months 
irn.~ediate:y preceding an application for services to determine 
eligibility. In these two ~ases Mr. Delgado's supervisor hau 
c~anged lhe records to show a 12-month work period that would 
qualify the applicants. This change was consistent with 
Labor's regulations. 

In the third case Mr. Delgado listed the applicant as 
having worked on a peanut farm for more than 150 consecutive 
days. This would disqualify the applicant for assistance. 
Mr. Delgado's supe:visor, a former migrant, stated that farm­
workers err.ployed to harvest peanuts usually stayed at the 
same farm while unemployed between planting and harvesting. 
In view of this fact, he changed t~e applicant's emp~oyment 
record to reflect unemployment periods. This change was also 
consistent with Labor's regulations. 

In the fourth case Mr. Delgado determined that an appli­
cant had no aependents and his income disqualified him for 
assistance. However, hi~ supervisor knew the applicant's 
family and advised the applicant to claim his mother, 
brothers, and sister as dependents. By doings~, the appli­
cant qualified for services. 

Labor's regulations state that an a~plicant may claim 
brothers and sisters as dependerts if h~ supports them and 
they are members 6f his immediate house~old. A review of 
the applicant's file showed that his claimed dependents were 
not livin~ with the applicant and therefore did not qualify 
as dependents. Thus, the applicant was ineligible for serv­
ices. Service officials agreed that the applicant should not 
have received assistance. 
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Although the a~~licant did not qualify for assistance, 
the violation was small. The only service provided to the 
applicant was to help him find a job and this c?st only 
about $30. 

To determine whether other records had been changed to 
qualify applicants that may have been ineligible we contacted 
several program participants to confirm their application 
data on work experier.ce, family income, and other eligibility 
factors. The information they provided was generally con­
sistent with data on their client intake forms, and eligibil­
ity determinatiocis were proper. We also reviewed the records 
for five other applicants Mr. Delsado had disqualified. We 
fou~d that no information was changed to qualify them. 

SECURITY DE?OSITS NOT RECOVERED 

Mr. Delgado ~dvised us ~hat the Service was forfeiting 
many sec~rity deposits it had paia under its em~rgency housing 
assiscance program. Under this program the Service paid the 
first month's rent and security deposits ~het required by the 
landlord. These deposits reimbursed the landlords for dwell­
ing damages and geherally amounted to one m~nth•~ rent. The 
deposits were also forf~ited if ~he tenant failed to give ade­
quate advance notice (generally 30 days) of departure. We did 
not determine the amount of money involved, bu~ the Service's 
director stated that or.ly about 1 percent of all deposits was 
recoVPT"ed. 

We discussed sters with Service officials which could be 
taken to reduce lo&! ·. 5 from unrecovered deposits, and sug-
gested thac Service ~tficia\s emphasize to tenants the im­
portance of giving adequate notice to landlords before moving 
from a dwelling. We also suggested that the Servic~ explore the 
possibility of seeking long-term rental agreements with land­
lords. Under such agreements it might be possible to replace 
those clie~ts moving out of rented dwellings with new clients 
without forfeiting deposits. 
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We discussed tl:_le contents of this report with Service 
officials and ~x. D~l~ado, and they generally agreed with o~r 
conclusions. Service officials also agreed with . our sugges­
tions and said they planned to improve their verification 
pr ocedures anc to ex per i-rnent with tec.hnigues to recover a 
gredt~t share of deposits paid under the housing assistance 
prograhl . 

Sincerely yours, 

i ~~­
/ G~e~~tart 
DH~~~~ 
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RL1.PORT OF' THE 
COMTJTJiOLLER GE1VERAL 
OF THE T.JNITED STATES 

Stronger Controls Needed Over 
The Migrant And Seasonal 
Farmworkers Association Prograrns 
In North Carolin-a 

Department of L3bor 

The Migrant and Seasonal Farmworkers As­
sociation operates programs that provide em­
ployment and training services to farmwork ­
ers in North Carolina . Mcst program goels 
were met ; however, many jcb pldcements 
las·,ed only a shcrt time. In addition, the as­
soc iation's administrative costs in 1~75 .?X · 
ceeded the 20-pcrcent limit imposed by La­
bor's regulations . 

11,,provements ilfe needed in the assoc iatiur·s 
accounting and administrJtive c0ntro!s to 
make sure that Federal f1Jnds arc spent prop­
er ly . 

HP.11-77 -84 
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CO M PTROLLER GE.~ERAL Or THE UNITEO STATES 

'NASMING1 '0 N , c;..C . 2C,s.&11 
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Tne Honorable Robert ~organ 
United Sta tes Senate 

Dear Senator Morgan: 

This report, presenting the results of our review on 
the activities of the Migrant and Seasonal Farmworkers 
Association, Inc., Raleigh, North Carolina, was made in 
response to your December 12, 1975, request and later 
discussion with your office. As your office agreed, we 
concentrated on association ac~ivities conducted in 1975. 

Specifically, we reviewed the association's classifi­
cation of administrative costs, the adequacy of its 
controls over the expenditure of Federal funds, its 
performance during the 1.975 grant year, and the extent 
to which farmworkers influence its policy and oper acions. 
We also reviewed tne impact of association activities on 
North Carolina•s agricultural labor supply, the associ­
ation's relationship with East Carolina Industries, and 
now the Department of Labor selected the 197~ grantee 
in N"rth Carolina; 

Labor and association officials have been givett an 
orpnrtunity to review an~ comment on the report. Their 
view~ have been incorporated, where aF~ropriate. 

As your ~ffice agreed, copies of the re~ort cire 
being sent to the Secretary of Labor, the association, 
the House Committee on Government Cper.~tions, the SenatP. 
Committee on Governmental Affairs, the House and Senate 
Committees on Appro~riations, the Office of Management 
and Budget, and Congressman Dan Daniel 3 days after the 
date of tDe report. At that time copies will also be 
availabl~ to other interested parties who request them. 

SiS/ly your") ~ 

,Z.4u,.~ /J -
Comptroller General 
of the Ur.ited States J 



COMPTROLLER GENERAL'S 
REPORT TO 
SENATOR ROBERT MORGAN 

D I G E S T 

STRONGER ('.ONTROLS NEEDED OVER THE 
M IGfu'.NT ANL' SEASON A:.. FARMWORKERS 
ASSO-:IATION PROGRAMS IN NOR'I'H 
CAROLINA 
Department of Lab0r 

The Migrant and Seasonal Farmworkers Associa­
tion, lnc., operates employme~t and t:aining 
programs to help migrant and other seasonal 
farmworkers become self-sufficient. In 1975 
the association received ab0ut $3.9 million 
from the Department of Labor to conduct its 
programs in North Carolina. (Seep. 1.) 

This report focuse~ on the associatio~•s 
administrativ':! costs and controls and its 
controls over training programs and eru-
ployee • travel. 

In 1975 the association's administra~ive 
costs exceeded the 20-percent limit im­
posed by Labo~•s regulations. Its recorded 
administrative costs were 20.8 percent of 
planned costs. However, these costs were 
understated by abou~ $256,000, raising 
actual cost~ to about 27 percent. The 
unaerstatement was caused by misclassified 
expenditure~ and certain questionable 
allocated salary costs. (Se':! p. 5.) 

The Secretary of Labor should provide 
:.echnical assistance to the associatio~ to 
make sure that admini&trative costs are 
properly classified. (Seep. 24.) 

Labor's Office of the Solicitor has inter­
preted the Comprehensive Employment and 
Training Act to prohibit use of funds for 
community economic development--fostering 
ownership of business by poverty arP.a 
residents. Yet by allowing a contractor 
a _high rate of profit on a 1975 training 
agreement, the associ~tion apparently used 
funds for economic development. This same 
training agreement was continued in 
1976. (See pp. 13 and 14.) 

Tear Sheet. Upon removal, the report 
cover date should be noted hereon. 
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The 3ecre t ary of Labor should: 

--Take corrective action regarding (1) ad­
ministrative costs that exceed the 20-percent 
limit and (2) money, paid to the training 
contractor, that exceeds allowable training 
costs, including, where appropriate, the 
recove r y of funds. 

--Close ly monitor association activities to 
make ~ure that only allowable expenses are 
incurr sd under the grant. (Seep. 24.) 

Weaknesses in administrative controls over 
vocational tr~ining progrc'!rns and employee 
travel need too~ corrected. Otherwise, 
Ferleral funds can be misspent. The Secre­
tary cf Labor should require the associacion 
to: 

--work wi th vocational training contractors to 
i ~prove attendance-cerc i fication practices. 

--Adhere to prescribed followup procedures 
· for training ~articipants. This should aid 

in- promptly identifying students who with­
draw from school and the recovery of related 
tuition costs. 

--Adhere to presc ribed authorization and 
documentation requirements for employee 
travel reimbursement. (See pp. 8, 10, 
ar.o 24.) 

Labor's selection of the association as the 
1976 grantee in North Carolina was in accor­
dance with prescribed regulations and appears 
to ha·,e be~n proper. (See p. 15.) 

7~~ association report~dly met the majority of 
it~ 1975 Frogram goals. However, certain per­
formance statistics were cverstated du~ to 
erroneous and dup~icate reporting. A review 
of a sample of job placecents showed that 
almost half of the people placed in jobs were 
not working in the same jobs 90 days later. 
Th~s figure fell far short of Labor's perfor­
mance :;tandard--7·5 percent of those placed 
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should stay on the job f or more than 90 days. 
In addition , association records did no t con­
tain enough information to identify and re­
solve problems particip3n t s may have ~n­
counter~d. (See -~· 17.) 

The Secret~ry of Labor sho~ld require the 
association to provide that: 

--Followup records be detailed enough to 
show why people did not stay in jobs found 
through the association. 

--People referred to public assi~tance pro­
grams be recorded only if thev :~ ~ _not 
already served by such programs. (See 
pp. 24 and 25.} 

Parmwcrke.:-s infJ !Jenced proqram vperations 
through membership on the association's gov­
erning board and local councils. Balance in 
program direction ~as achieved through non­
farrnworkec board members and representatives 
of various State agencies who sat on an ud­
visory council to the board. (See p. 20.) 

The association placed priority on providing 
farmwo r kers with alternatives to agricultural 
labor. This emphasis appear~ to have been in 
response to the needs and desires of farm­
workers. No evidence showed that assoGia­
tion programs harmed the farm labor supply 
in North Carolina. ( See p. 22. ) 

Labor agreed with GAO's recommenda~ions and 
said that it was taking action to implement 
them. The association disagreed with sev­
eral findings. However, after meeting with 
association officials to discuss their com­
ments ill greater de":ail, GAO believes the 
facts as they are presented i~ ~~e report 
are accurate. (S~! p. 25~ and apps. I 
and II.) 
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CHAPTER 1 

INTRODUCTI ON 

The Departrr.ent of Labor provided about $3.9 million in 
1975 ~o the ~igrant and Seasonal Farmworkers Association, Inc., 
to provide employment and training and other s~rvices to 
migrant and other seasonal farmworkers in North Carulir.a. 
Headquartered in Raleigh, the association is a private, non­
profit corporation established in 1972 to help mi grant and 
other seasonal farmworkers become self-sufficient. The as­
!':ociation received th'e Labo r funds under title III, sectiou 
303, of the Comprehensive Employment ,·nd Training .Act of 
1973, as amended (29 u.s.c. 873 (Sup~ . v, 1975)). 

The purpose of sectio~ 303 of the act is to prov:de 
services to indiv iduals who suffer chronic seasonal un­
employment or underP.mployment in the agricultural industry. 
Primary objectives of programs developed under this section 
are to provide alternatives to agricultural labor or to im­
prove the well-beir.g of persons who wish to remain in agri­
culture. Authorized services and activities include o~t­
reach, counseling, job placement, on-the-job training, 
institutional skill training, and supportive services such 
as health care, ctild care, and housing support. 

Farmworker programs are operated through grants to 
States and l~cal governments and pr ivate, nonprofit orga­
nizatior.s. Laoor's Employm~nt and rraining Administration 
provides technical assistance to grantee~ and moriitocs their 
activities. Mcst granteea operate statewide progra~s, al­
though in some States there may be more tha~one sponsor, 
each cove~ing a specific geographical area. In 1975 the 
association was the sole grantee of section 303 funds in 
North Carolina. 

Grants are awarded annual1y on a competitive basis. To 
apply for a grant, applicants must submit a funding request 
to Labor which includes a comprehensive plan for farmworker 
programs. This plan is essentially a detailed explanation of 
how the applicant proposes to use funus requ~sted and, when 
incorporated into the grant agreement, the plan becomes the 
basis for programmatic and financial accountability. 

PROGRAMS OPERATED BY 
THE ASSOCIATION 

The association operated 31 area offices in 8 districts 
in 1975 to provide a variety of employment and trai~ing, and 
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support i ve services ~rog:ams for migrant and other seasonal 
farmworkers in North Carolina. Employment and training, and 
supportive services programs are broadly described as being 
des:~ned to contribute to the employability of individuals 
and to assist them in obtaining permanent, unsubsidized em­
plbyment. Employment and training · programs genetallv include 
education as well as activities designed to bring ~ndividuals 
into the program and assess their employability. Supportive 
services programs assist individuals in overcoming personal 
handic~ps which inhibit their employability. 

The dssociation operated programs in the areas r,f class­
rocm training, work eAperience, and on-the-job training and 
provided other employment services programs, such as job 
placement an1 counseling. Association reports shew tb~t 
the association spent about $2.8 million for these employment 
and training programs in 1975 and about $1.l million for sup­
port:.ve services progr·ams. The reported nureber of persons 
s~rved by each program category and related expenditures are 
shown below. 

Program cate]·.'.l!Y 

Classroom training 
Work experience 
On-the-job trnining 
Other employment ser-· ices 
Supportive ~ervic,~ 
Other 

Number of 
pet .:ons 
ser•,ed 

( !".ote a ') 

955 
147 

61 
31,558 
27,691 

516 

Expenditures 

$1,120,920 
285,847 

34,448 
1,360,664 
1,089,815 

11,305 

$3,903,003 

a/Column does not add because services are repo~ted on a 
transaction basis. For example, a person who receives 
cL3ssroom training and supportive services is counted 
under each program. 

Classroom training 

The association provided vocational classroom training 
through four major sources: (1) the State's system of 
technical institutes, which offered a wide variety of 
courses such as ag~~cultural science, livestock and poultry, 
welding, and auto mechanics, (2) th~ Fairfield-based East 
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Carolin~ Industries tSCIJ, a nor.p cofit cooperative asso­
ciation which offered training in eel fishing, (3) the 
Rich Sq~are trai~ing ce~ter, wnere courses in auto me~hanics, 
welding, ciectronics, and retail sal2s, among others, were 
offered, and (4) the clational Schoel of Heavy Equipment in 
Charlotte, which traic~d students to oe heavy-equipment 
operators and mechanics. Tne association paid tne costs ot 
booKs, tuition, necessary transportation, and other relate~ 
fees. In addition, it paid students a weekly training allo~­
ance oased o~ the n~n'ber of hours the student spent in trai~­
ing each wee~ at the 1975 ee~eral ~inirnum hourly wage of 
s2.10 (plus dependents al~o~ances). 

wort experience 

The work experi~nce ?rogram was designed to train par­
ticipants throcgn actual performance in staff positions 
within tne associati~n or otner ~vnprofit organi7.ations, 
such as com:nunit1 action agencies and State and county 
agencies. The a3sociation paid participants wages and 
reimbursed the~ for travel expenses t~ring the trainin1 
period wni=h was not intended to exceed 6 mon ► hs, out cculd 
extend to l year. 

On-tne-job training 

Participants in on-the-job training perform required 
work d~ties under tn~ supervisi~n and guidance of a trained 
ana experienced worker. Under employment training agre~ments 
negotiated with public and private employers, the association 
agrees to pay the trainee's employer ~n amount not to exceed 
half the starting wage rate for the position multiplied oy 
the number of traini~g hours for the occupation. Ir. turn, 
the empl0ye . pays tne trainee the usual entrance wage rate 
for ~he occupation-?rovi3ed it is at least equivalent to 
the feJeral mini~um .a3e. Occupations in wnich on-the-job 
training was ?roviae~ in 1°75 included meat cutting, auto 
mecnanics, and ~~llciozer operation. 

Other employment and supportive services 

In 1575 the aE~ociation's otner employ~ent service ac­
tivities inclJded iden~ifying and enrolling eligiole i~JiviJ­
uals in the program, assessing participant~• needs, counsel­
ing, placing partici?ants in jobs, and following up on ttose 
participants. Suppo~tive services are intended to improve 
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the well-being of farmw~rkers preferring to remain in agri­
culture as well as those at t ampting to find alternative ~m­
ployment. Services included health care, nutrition assist­
ance, child day care, fa~ily counsel:ng, adult basic education, 
emergency assistance, and referral to other public assistance 
agencies. Area office pers~n~el provided noth employment and 
supportive services throughout the Stat~. 

SCOPE OF REVIEW 

our review was made pricarily at the association's 
headquarters office in Raieigh, the training center at Rich 
Square, ECI in Fairfield, and area offices in Hertford, 
Harnett, Granville, and Halifax counties. We reviewed Com­
prehensive EMployment and Training Act legislation and regu­
lations, grant proposals, agreements, and statistical repo:ts 
showing the type and extent. of services provided by th~ asso­
ci ~tion in 197J. He also reviewed selected financial record~ 
of the association and ECI and the work of a certified public 
accounting firm which p~rformed a financial anJ complianc~ 
audit of the association's 1975 grant. • 

We interviewed Labor headquarters officials, as~ociaticn 
officials, and representatives of State and private agercies 
with whom the .association had contracts or agreements. We 
also interviewed ~embers of the asso ~~ation's governing .board 
and t~e board's -advisory ~ouncil. To verify jcb p:ace~ents 
recorded by the associ~tion, we Relected a sampie of placement 
transactiuns and sent confirmation ietters to employers or 
telephoned them. 
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CrlAPTER ::! 

WEAKNESSES IN THE ASSOCIATION'S ADMIN!STRATIVE 
. -

ANO PROGRAM MANAGEMENT C'JtJTROLS 

Our review of association activities ge:1E:::-ally focused 
on administration and program-related matt~rs. Labo~•s 
regulations stip~late that a grd~tee's administrative c1sts 
~ay not exceed 20 perce~t of the grant's total planned 
costs without th~ Secret3ry cf Ldbor's approval. Yet, in 
1975 the association exceeded lhe 20-~ercent limit by about 
7 percent. Recoroed administrative costs ~eie 20.8 percent 
of planned c0sts. However, we estimate t~e3e administrative 
costs were understated by about $~56,000, .·ais1ng a~tual 
costs to aboi.Jt 27 percent of planned costs. '!."his •mderstate­
ment was caused by ~isc1assifi:6 e~penditures and certain 
questionable all0cated salary costs. 

To a~sure ~hat Federal fun~s ar! proper~y spent, the 
associetion n~eds tn improve administrative controls 0ver 
vocationa.. tril~~~.,a prog .: ams 3;,d err.plo~,e~ travel. Ir. 
addition, r,aLicr's roL:,1er As~oc1ate Solicitor for r-1anpower 
is~ued ar. cp~nion staling that Comprehensive Emplcyment 
and . Trainins ~ct funds may not be used for ~conomic ~evelop­
mcnt. Howe~er, the ~ssociation apparent!~ used !unds for 
this purpos~ by allowing East Carolina Industti~s a high 
rate of pr~ . · ton a 1975 tr~ininy agreement. 

S~lection of the 1976 g ·antee f0r North Carolina was 
accomplish~d according tc p~escr::.bed procedures and appeared 
to be approprlate. 

Inci.udea cL"'llOr,g the program r.,atters we reviewed were 
th~ associatior.·s performan~e, f3rmworker involvement in 
asso~"'!iat::. .. n activities, a11d the impact of association , 
prog~afus on the farm labcr supply. 

A~corJing to association rep0rts, the majority of 1975 
program goals ~ere met. However, certain performance 
statistics were over~tated due to erroneous and duplicate 
reportin~ - For example, job placement statistic~ we revie~!d 
were overstat-ed by iO percent and enrollment in on-th~-job 
~~~:ning programs was overstated by 13 percent. 

Farn.--.•orkers have influenced the association's program 
d~rection, along with representatives 0£ State agencies 
interested in farmworker problems and m~mbers of the com­
munity at large. 
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In 1375 the association emphasized providin1 alterna­
tives to agricultural labor. This appear.s to . have be~n in 
response to farmworker needs ar.d desires. There was no 
evidence that association progra~s created a 3hortage of 
agricultural labor; on the contrary, we were advised that 
unemployment was extansiv~ dmcng the State's farmworkers. 

UNDERSTATEMENT OF 
ADMINI3TRATIVE COSTS 

According to Labor's regulations, administrative costs 
ar~ those not directly acsociated with providing services 
or training to participants. They include costs such as 
supervisory and clerical personnel salaries, rent, utilities, 
and supplies. The regulationa al~o provide that these costs 
may not exceed 20 percent of the total planneJ costs of the 
grant without the Secr~tary of Labor's approval. In 1975 
the associati6n recorded administrative costs of $852,646, 
or 20.8 per~ent of $4,107,752 in planned costs of the grant. 
However, we identified $255,701 in costs th~t the associati~n 
er, uged to various service and training accounts which shou].d 
have been charged to administ r ation. This would increase ac­
ministrative cosls to $1,108,347, or about 27 percent of 
planned cocts. 

Misclassified costs 

Labor established servicez and training categories to 
account for costs directly associated with providing suppor~ 
services, employment services, and training to program part~­
cipants. Appropriate charges to services accounts include 
child care, health care, housing support, and costs of 
employment services such as outreach, counseling, and JOb 
pl~c~ment. Proper ctarges to training costs include salaries 
and fr i11ge benefits of personnel providing training and 
counseling as well as costs for tuition, books, eq~ipment, 
and ma t erials. 

According to Labor's regulations, services and training 
costs should not incl~de rental of facilities, utility costs, 
the costs of equipment. and supplies, or other costs not di­
rectly associated with training participants or providing · 
services. To determine if chargP ~ ~0 service and training 
accYunts were appropri~te, we revie~e~ selected accounts 
totaling $36,782. Ab~ut $8,000, or 22 percent of total 
charge s . revi~~~~. ~~re actually adminidtrative expenses 
and were erroneously charged tv the accounts shown below. J 



i . . , 

Purpose of exoenditure 

Xerox machine rental 
Training center rent 
Purchase of file cabinets 

Training center utilitie r. 
Service to air conditioners 
Materials for classroom 

alterations 
Warehouse rent 
First aid kits 
Purchase of ~oal for an 

area 0-ffice 

Total 

Account charge<!_ 

Classroom training 
Classroom training 
Work experience 

( train.ing) 
Resid~ntial services 
Residential ser7ices 

Residential services 
Residential services 
Residential s~rvice~ 

Day care 

Amo1..nt 

S 6i0 
5,2! 7 

31 
1,078 

635 

1912 
125 
139 

61 4 

Association officials attributed these misclassif~~d cost3 
to employee error. The certified public accounting firm 
that audited the association's 1975 grant also found insta~ces 
of misclassified costs. 

Questionable allocation of 
salaries to adm1n1strat1ve costs 

The salaries of personnel ~ho performed administrative 
duties and also provided services ~o participants were allo­
cated among administrative, services, and tr~ining accounts. 
Ti1is allocation was based on association estimates of ti.ne 
spent in contact with participants. Job descriptions for 
several positions of this type showed that assigned duties 
were primarily administrative; however, the association 
generally allocated only a minimal portion of related 
salaries to administrative costs. For exru:iple, although 
the primary duties of district supervisors were to supervise 
and coordinate all district operations, the association 
charged only 10 percent of their salaries t~ administration. 
Similarly, the training center's office manager primarily 
performed clerical tasks, yet the association charged only 
45 percent of the manager's salary to administrative costs . 

. We examined the allocation of salary expenses for 
employees filling 12 different types of positions for which 
salaries were prorated. To determine the duties performed, 
we reviewed the employees' daily reports which outlined 
actual work performed during 2 months in 1975. Base<l on 
these reports, we identified 69 employees fo~ ~hom salary 
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allocations to administrative costs were understated. On 
the basis of salaries and fringe benefitr paid to these 
employees in 1975, we estimate that an additional $247,610 
should ~dve been charged to administrative costs, as shown 
below. 

.Job title 

Office manager 
secretary/receptionist 
E1ual empl~yment 

opportunity counselor 
~ay care trainer 

(da1 care program 
administrator) 

Nutrition trainer 
(nutrition program 
0~111inistrator) 

Program trainer · 
( overall heal th 
administrator) 

Relocation counselor 
Farmworker advocate 
Division coordinator 
District unpover chief 

(<listrict supervisor.) 
Job ccunse~or II (area 

office supervisor) 
Intake clerk (area 

office secretuy) 

Total 

Number of 
positions 

1 
1 

l 

l 

l 

1 
l 
1 
3 

8 

24 

26 

69 -

Sa1 ar'l allocation for 
a~ministrative coats 
Assoc1atTon GAO 
allocation estimate 

(percent! 

30 

20 

90 

10 

5 

15 

BS 
100 

92 

99 

89 
34 
61 . 
97 

79 

49 

91 

Increased 
amount due to 
GAO allocation 

$ 3,077 
2,053 

2,988 

6,€30 

1,91G 

~,865 
2, sso 
5,138 
2,294 

52,757 

73,213 

90,089 

$247,610 --

Labor's regulations state that salari~s and fringe 
benefits of st~ff not involved in the ~irect provision of 
services or training to program participants should be 
charged to ~dministrative costs. As~ociation officials said 
that the cost allocation percentages it used were approved 
by Labor. Labor, however, told us that its approval was 
based on job descriptions rather than actual work performed. 

NEED FOR IMPROVED CONTROLS 
OVER EXPENDITURES OF GRANT FUNDS 

We reviewed the association's procedures for control­
ling expenditures and ·examined supporting documentation 
for a sa~ple of expenditures in the following categories: 
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stipends and tuition payments related to vocat i onal training 
programs, tran5portation and emergency assistance, and 
employee travel. Improvements are needed in the association's 
administrative controls over vocational training programs 
and employee travel to assure that Pederal fur.ds are properly 
spent. 

We also reviewed the work aone oy a certified public 
accounting firm which, under a contract with Labor, pe~~ormed 
a financial and compliance audit of the association's 1975 
grant. The firm reported on several weaknesses in accounting 
and administrative controls. 

Stipends and tuition costs 

In 1975 the association paid stipends totaling $352,884 
to 502 participants enrolled in vocational training courses 
in 36 educational institutions. These institutions were 
generally State community colleges and technic~l schools. 
Students received stipends based on the 1975 Perleral minimum 
hourly wage of $2.10 for · each classroom hour attended. The 
associ~tion required that participating schools designate 
an official to verify attendance by signing atte ndance cards 
prepared weekly by the students and to forward the cards di­
rectly to the association. Signature cards provided by the 
designated school officials were kept on file at the associa­
tion for comparison with signatures on attendance cards. 

Because stipend payments were based on reported class­
room attendance, we reviewed attendance verification prac­
tices at five participating schools. These practices were 
generally inadequate to assure that the association paid 
stipends only for classroom hours attended. For example, 
although at two schools official& designated to sign attend­
ance c:1rds required writteu attendance verification from 
the students' in~tructors, in some cases the instructors re­
turned the attendance cards to students for delivery to the 
signing official. At the remaining three schools, the desig­
nated officials did not require instructors to verify reported 
attendance. One of these officials said she tried to contact 
instructors for an oral verification each week but sometimes 
was unable to reach them. She did not maintain any contact 
records. 

In May 1977, after our review, the associaticn said it 
established a procedure whereby a supervisory emp:oyee visits 
training contractors to advise them on attendance-certification 
practices. 

9 
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In 1975 tuition and traini~q material costs for the 
502 vocational training course students amounted to about 
$44,000. As of December 31, 1,15, 129, or 26 percent, of 
thes~ students had withdrawn from school. Although the 
asz ,. 1ation could have recovered a portion of tcition costs 
for 35 of the withdrawn students, no uttempt was made. 

In 1975 the tuition policy o~ North Carolina's com­
munity colleges and technical schools provided ior a refund 
of two-thirds of tuition costs if students withdrew for 
unavoidable reascns and requested refunds within the first 
10 calendar days after cl.asses began. We reviewed available 
f. e folders for ' the 129 students who withdrew during 1975 
to determine how many withdrew during the tuition recovery 
period. Thirty-five students withdrew within 1 week after 
enrolling. El ~ven of these students had enrolled in the 
Beaufort County Technical InstitJte and all withdrew within 
the first week of school because they did not have transpor­
tation. Twenty-two of the remaining 24 students apparently 
never attended classes. Of the remaining two students, 
one attended class for l day, and the other for 1 week. 

Association procedures require that field representa­
tiv~s make followup contacts with students within l week of 
enrollment, but a review of association records for the 
35 students showed that this was not don~ in most cases. 
Association officials said that • .y the time they learned of 
the stu6ent withdrawals it was too late to get refunds. Had 
followup taken placP. and proper action been taken, the asso­
ciation would have been able to recover about $715. The 
association's failure to recover tuit~on costs was also 
noted by the certifier public accounting firm. In Hay 1977, 
the association sairl it adopted procedures aimed at correcting 
these conditions. (See pp. 34 to 35.) 

Travel and emergency 
assistance to participants 

The association's ~ravel assistance program was designed 
to aid program participants needing transportation to work 
or to classes. An allowance of up to $3 a day for up to 
2 weeks was available. The emergency assistance program 
a:lowed up to $200 per family per year for emergency situa­
tions requiring housing assistance, medical care, food, 
and clothing. 

The four area offices we visited spent. about $38,000 
for travel and emergency assistance. We examin~d sup?orting 
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doct:mentation for 99 expenditures tota:ing about $3,800, or 
10 pere24t of total costs. One car.celed check for $11.66 
co~ld rn~t be located and was recorded on the association's 
lost ~neck list. Otherwise, payments appeared proper and 
we~e adequately supported. 

Enployee travel 

Association employees are reimb~rsed for rnileag~ r.osts 
i~cur~ed while performing JSsigned duties. Reimbursemen~ is 
bcs.-ed UlpOn the employees' daily activity reports which i1i­
clooe a listing of ex;~nses, mileage accumulated, and begin­
nin,g arll.d ending odometer reaJings. These reports are certi­
fied b:~ the e!nployee and approved by his immediate supervisor. 

Irn 1975 mileage was reimbursed at the rate of $0 . 12 per 
mile. We examined daily activity reports covering a 2-week 
pez:iod in 1975 and totaling about $1,653 for 29 employees. 
ii-e fournd incorrect computations on two daily reports result.­
in~ in a $1.30 overpayment and one instence where thret 
daily reports had been overlooked leading to a $13.56 unde~­
pay~eot. The association's fiscal officer attributed these 
errors to oversight on the part of his staff. 

Daily activity reports also determine overnig~t tLave! 
reimbursements by showing ~11 expenses, such as food and 
lodging (a lodging receipt shouln be attached). WP ~xamined 
daily activity reports involving overnight travel for 10 
enployees covering 96 overnight trips made during 1975 
to ·deternine whether (1) computations were accurate, (2) 
receipts supporting lodging costs were attached, (3) travel 
authcrizations were attached, and (4) amounts paid d::..: not 
exceed the $25-per-day limit imposed by the assoc~ation's 
FOlicy. The review showed that 

--in 4 instances computations wer~ incorrect result­
ing in a nominal net underpayment, 

-in 2 instances lodging receipts were not attached, 

-in 35 instances travel authoriz~ti0n3 ~ere net at-
tached, and 

-in 21 instances per diem paid ex~eeded the $25 maxi­
mum, resulting in a cumulative overpayment of $65.22. 

When asked about overnight travel, the assvciation's 
fiscal officer explained that the ass,>ciation will reimburse 
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travel expenses vp to $12 p~r day with the executive direc­
tor's approval. However, such approval was not noted an 
daily activity reports. He added that th~ requirement to 
attach travel authorizations to daily activity reports vas 
not strictly enforced. 

In May 1977, th•! association said it revised its travei 
order form and took ~ther steps to reduce errors. (Seep. 35.) 

Results of certified public 
accounting firm's audit 

The certified public accounting firm's examination of 
the association's 1975 grant identified ~everal weaknesses 
in the association's system of internal accounting and 
administrative controls. Among the deficiencies for whicb 
the firm recommended ccrrective action were: 

--Cash receipt£ from the grant were commingled ,-,ith 
funds received from other. agencies in a general 
operational bank account. This account wa~ also 
used to pay expenses for transactions relating to 
other programs administered by the ass0ciation. 

--Paid invoices were not consistently canceled so that 
the possibility of resubmission and duplicate pa:yir..ent 
existed. 

--Several disbursements were charged to incorrect budget 
account classifications. • 

--Cash dis~ursements reade _for participant~ requiring 
emergency services were not consistently controlled 
at area offices. Some offices issued checks out of 
sequence; others did not use prenumbered checks; 
checks were signed in advance of disburse~~nts; and 
checkbooks were n0t regularly balanced. 

In additior, the firm identified material wea~nesses in 
the association's administrative and accounting ~ontrols 
relating to on-the-job training programs~ 

According to Labor regulations, prime sponsors are to 
require c::>r.trai::tors and subgra_ntees to maintain effective 
control and acco~ntability over all funds covered by the 
contract or subgrant. Th~ certified public ac~ouhting firm 
found, however, that the association's on-the-job training 
agreements did not include requirements that contractors 
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maintain co~plEte records for aud i t purposes. In addition, 
the a:sociation reportedly did not dete r mine that. contractors 
had adequate accounting systems b~fore ent~ring into the 
training ~greements. In ex~minin~ payments ~ade to one con­
tractor, the f irm ~cund that the c0ntrac~or could not locate 
time sheets, earning records, payroll t ax returns, canceled 
checks, or other recorjs to substantiate th~ hours billed 
to the association. Al ·cording to the contractor, all records 
relating to the contract were destroyed in an automobile 
acciden':. 

The firm also found n~merous instances of questionable 
paymPnts made by the association to on-the-job training 
contractors. For example, four enrolleas in one training 
program were ·already employed by the contractor before the 
program began, and neither t~e contractor r.or the association 
could provide evidence that the trainees were upgraded into 
an occupation tequiring higher skills. Th~ firm said that 
it ~ppeared these employees remained in the same positions 
as originally hired and that they would have been retained 
and trained by the contractor in the ab5ence 0f the training 
agreement. Total paymP.nts for these enroll ees aimounted 
to $2,229. 

Association officials generally agreed to take correc­
tive a~tion on the firm's findings, including rec ouping 
overpayments made to these contractors. In Hay 1977, the 
association said it had taken se, ·eral actions based on the 
certified public accounting firm's recommendations to correct 
the reported deficiencies. (Seep. 35.) 

GRJI.NT FUNDS :SEO TO SUPPORT 
ECONOMIC DEVELOPMENT PROJECT 

Economic development includes programs des~gned to 
promote job opportunities in rconomically lagging areas 
by fostering business ownership by poverty area residents. 
In April 1975, Labor's then Associate Solicitor for Manpower 
issued an opinion stating that economic developmEnt was 
to be funded und~r acts other than the Comprehensive Employ­
ment and Training Act and that this act's funds could not 
be used fer such activities. Yet the association apparently 
used the funds for this purpose by allowing ECI ~ high rate 
of profit on a 1975 training agreement. The association 
contracted with ECI to conduct eel fishing training classes 
for seasonal f~rmworkers. Participants we~e to be trained 
in the basic concept of eel fishing with ~e ultimate goal 
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of en~bling them to be se l f- suppo r ting in the eel fishing 
industry. In addit i on to training eel fishe rmen-, ECI ' s 
major activities in 1975 wer e martufactu~ : ng and selling 
eel and crab pots and buyi ng and selling eels. 

The association paid ECI $966 per student to train 90 
participants in 197!i. Actual training costs per student 
were $1~2. Th~s. ECI realized a high rate of pr~fit from 
the training pr0gram &s shown below. 

Total payments received 
from the association 

Expenses relate~ to eel 
fishing training classes 

Net profit 

Profit percent 

$85,419 

16,384 

$6:.,035 

81 

~o~e: Table shows payments and expenses assjciated wit~ t.he 
association's section 303 ~~a~r. for North Carolina 
z~d Virginia. Virginia ~aiticipants co&prise~ about 
14 pet ~ent of total -:nrollment i,1 the program. 

In view ~f this high profit rate, we looked into how 
the $966 per student fee was established. An associ ation 
official said that the fee was based or. 30 estimate, made 
jointly by an association employee and an ECI official, of 
ECI's training co~ts. Both the associztion's senior acco~n­
tant and deputy for fiscal affairs were aware of the high 
profit rate realized by ~CI in 197~. However, the associa­
tion continued paying the $966 per student fee under its 
197E training agreement with. ECI. 

In 1975 ECI's overall operations resulted in an $8,910 
loss. Bad it not received Comprehensi·.·e Employment and 
Training Act funds for the eel fishing training ?rogram, it 
would have incurred a loss of about $78,000. Appare~tly, 
the association subsidized ECI by setting a high tuition 
rate which enabled ECI to continue operaticns. 

The association's director said that he was aware ECI 
was an economic development project and that Labor officials 
knew of the asso~iation's relationship with ECI. However, 
Labor officiaJ~ said they did not realize that training 
funds were being used tor economic development. 

We referred this matter to Labor in May 1976. Labor's 
Office of Audit and Investigations arranged for the certified 
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public accounting firm to include ECI in its audit of 
the association's 1975 grant. The firm, in its July 1, 
1976, report to Labor's Atlanta Regional Administrator 
f or Audit, confirmed our findings and questioned all pay­
ments to ECI exceed:ng actual training costs. 

In addition, the firm found that three associat:on 
employees spent a part of their time on duties directly 
related to performing services fer ECI. The firm questioned 
salaries and fringe b2nefits amount i ng to about $16,000 for 
these employees. As of January 1977, however, the Employment 
and ~raining Administration had not acted to determine the 
allowability of costs questi0ned. 

Also, the merit of the training program itself was 
questionable ~ecause the asso~iation did not have assurance 
that job opportunities would be available to students 
who completed training. The association's grant proposal 
stated that with a small boat and motor participants could 
become self-employ~d and earn about $8,600 per year. The 
association acknowledged that participants probably would 
~ot be able to afford boats, motors, and other necessary 
~q~iprnent but indicated that efforts would be made to 
ob~ain necessary credit for them. However, the association 
was unable to acquire credit during 1975, and most partici­
pants wer~ unable to use the training received. 

!n 1976 the association obtained a grant from the 
Community Services Administration to aid and improve ECI's 
operations. About $460,000 of the grant was to be used 
to pro·,ide boats, motors, and equipment to graduates of 
the eel fishing training program. 

GRANTEE SELECTION PROCEDURES 
APPROPRIATELY APPLIED 

The Employment and Training Administration's Division 
0f Farmworker P=ograms establiEhect panels to evaluate 
funding requests for the 1976 grant year. These panels were 
to determine each applicant's el ig bil i ty to receive section 
303 funds, review and rate each funding request, and 
provide a critique to support the ratings. Based upon 
the panels' ratings and critiques, the Chief, Division of 
Farmworker Programs, would recommend eligible applicants to 
be designated as pr tential grantees. 
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we reviewed the se~ection of the 1976 North Carolina 
grantee to determine whether selection procedures w~re ap­
plied in accordance with Ldbor's regulations . ~o applicants 
sought 1976 grant funds for North Carolina--the assoc~ation 
and the Rural Advancement Fund, a nonprofit subsidiai:- y of 
the National St, ,recroppers Fm1d, Inc. 

The association was selected as the 1976 grantee. The 
association proposed farmwo?":ker programs· for thP. entire 
State; the R~ral Advancement Fund proposed to serve farm­
workers in 10 contiguous counties in the south-central 
part of the State. The evaluation panel rated the fund as 
only conditionally eligible to receive se~tion 303 funds 
becau£e its plan did not include an accoun ~ing S~$tem 
certification as required by Labor's ?":egulaticos. However, 
this omission alone would not have ca~sed the fund to 
lose the co~~tition, since Labor could conditionally 
designate a sponsor as a potential grantee pending the 
resolution of its eligibility status. 

Each applicant's comprehensive plan for farmworkers, 
outlining program objectives and approach, was evaluated 
for the following factors specified by Labor's regulations: 
program development, delivery system, a'dministration, 
responsiveness to farmworkers, linkages and coo:d:nation, 
and experience. The association received a cumulati~e 
point total of more than twice that of ~he fund and was 
con .· .·. stently rated higher than the fund in all factors 
considered. 

Although the association outscored the fund · in all 
factors, experience was the single most important factor. 
It carried a weight of up to 50 points out of a possible 
100 total points for all factors. According to Division 
of Farmworker Program guidelines, the highest rating for 
experience would be given to an applicant that had operated 
an effectlve multiactivity program of employment and train­
ing and other services for farmworkers. 

The ~~sociation has operated migrant and other seas~nal 
farmwor~er programs in North Carolina ~ince 1965 . . It has 
offered a wide variety of programs as it has gradually 
expanded jts scope to include tht entire State. In 1975 :he 
association offered 42 programs to more than 31,000 farm­
workers. 'Ihe Rural Advancer.,ent Fund, on the other hand, is 
relatively new in North Carolina. In 1974 it began a limlted 
scale training program serving 25 persor,s in Ar.son County. 
The Federal funding it requested would have been used to train J 
about 200 ~armworkers 
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Our review of the evaluation panel's files determined 
that selection procedures were appropriately applied. Also, 
as the resu ~ ·: of an appeal filed by the fund, the Employment 
and Training Administration's Offic e cf Investigation and 
~ompliance reviewed the selection process and concluded that · 
pr 0cedure s h~~ been fa i rly applied. 

PERFORMA~lCE GOALS 
GENERA~LY ACHIEVED 

La~or regulations set forth performance standards as 
tools for evaluating the quality and effectiveness of farm­
wor~er progr~ms. In addition, grant applicants must state 
the number of farmworkers to be served and goals to be acomp­
lished for each program proposed in funding requests submitted 
to Labo~ for approval. The association's p~ogram performance 
stati~tics for 1975 show~~ that it met or exceeded 22, or 
52 percent, of 42 program goals established in its 1975 pro­
posal. Our review focused on the association's pr-formance · 
in job !,)lacements, vocational tra •.ning programs, a.id referrals 
to other agencies. 

Job placements 

When a program participant is considered to be re~dy for 
a job, tte associatio~ provides placement services directed 
toward obtaining employment that offers career potential. 
Placement services may be direct or may follow training of 
so~e ~ind. In 1975 the asso~iation's goal was to find employ­
ment for l, ➔ 98 participants. It recorded l,~12 actual place­
ments for the year--108 percent or Lts goal. However, the as­
sociation failed to meet pJanned goals in six of eight place­
ment categories. A summary of placements by category is shown 
below. 

Nu@ber of Elacements Percent cf 
Placement cate2ori Goal Actual goal · achieved 

Direct 248 651 263 
Technical institute 6 12 200 
Job readiness 

{developing desirable 
employme~t attitudes) 901 841 93 

National School of 
Heavy Equipment 36 16 44 

Training center 176 78 44 
Work experience 40 7 18 
On-the-job training 29 3 10 
ECI 62 4 6 

Total 1;498 1,612 108 
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Although the association exceeded its goal in total 
number of placements, many placements were into jobs of short 
duration. Labor's performance standards stat~ that 75 per­
cent of those placed should st3y on the job more than SO days. 
To determine the status of job applicants placed hy the asso­
ciation, we selected a sample of 218 placement trar.sact~ons 
and contacted employees requesting confirmation of place~~nt 
and information on the length of time individuals ~~rked. We 
received 180 responses, or 83 percent of the sample. 

Employers of 18 participants said that the individuals 
were not ~ired through tLe association. Employers of the 
remaining 162 confirmed t~e hiring~; however, 79 participants 
(49 percent) had terminatec in less than 9~ days. In addition, 
10 of the coniirmed hir .lngs ~ere with farm crews. Since the 
~3sociation's objective is to place participants in jobs h~ving 
career potential, assoc1atio~ officials agreed that these 
pl ~: ements should not have been reported. 

The associition bas established fol!owup p:ocedures to 
check on frcmer participants so thP1 may be cour.seled or 
assisted with job-related problems. Results of periodic coq­
tacts were recorded in the participant's files. W& examined 
files for 65 er th~ 79 pJrticipants who stayed ~t their jobs 
less than 90 days. (Files for the remaining:~ particip~nts 
were not readily available.) While the files :ndicatec that 
participants were contacted, counselors' cc,nments were so 
brief that they did not provide enough information to idr~tify 
problems that may have l~d to employment termination. 

In May 1977, the association said it revised the follow­
up form and procedures to identify problems an<l document 
corrective action taken. 

Training p1ograms 

Labor requires its grentees to submit quarterly reports 
on the number of participants served by the var ic!tS programs. 
We reviewed reported enrollm~nts in on-th~-job trai~ing, 
technical institute, National School of Heavy Equipmer.t, 
work experience, and job readiness training programs. The 
associ~tion reported that enrollment goals were exceeded in 
each of these programs, except for the National School of 
h~avy E~uipment. ~he association reported that it had 
ach:even ~~ percent of its goal for this program--enrolling 
4l ' of 44 participants targeted. 
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~~ 1x~mination of classroom rosters and employer recorJs 
showed t.hat the reported enrollments in the ~ational School 
of Heavy Equipment and work experie~ce programs were accurate. 
With regard to on-the-job training a:!d tP.chnicaJ. institute 
programs, we found that the association had over~tated en­
rollments by 13 ana 12 percent, respectively . Nevertheless, 
when the ?.~sociation's final 1975 quarterly r ~port to Labor 
was corrected for these overstatements, enrollffient goals were 
still exceeded. 

An examination of the job readi_ness program, wr.ich is 
a nonstipe~d paying course designed to assist participants 
in finding an~ keeping employment by ~alping them acquire 
desirable attitudes and motivations, also showed that the 
association's reports we=e overstated. The association's 
goal was to train 955 pe:sons in this program. According to 
an association performance re~ort, 1,592 individuals received 
job readiness training during 1975. Based on a review of 
class rosters, we foun~, however, that only 330, or 21 per­
cent, of these individuals actually received training. Asso­
ciation officials said that because the program was a new one 
misund~rstandings and confusion existed among field staff 
abo ut what constituted job read i ness training. 

Refe rral programs 

Various Federnl, State, and local agencies offer migrant 
and other seasonal farmworkers~ variety of $ervices and pro­
gr ams such as food stamps, employment 3ervices, and medical 
care. One of tne association's functions is ::o ~ounsel pro­
gram participants and refer them t6 the agency providing 
services they require. The associatior. report~d that it 
achieved referral goals in 7 of 13 programs. 

Our revie~ of referral transactions in four area offices 
showed that reported referrals were overstated due to erro~e­
ous recording. For example, we fourid iP.sta~~es where dupli­
cat~ transactions were recorded due to error ~ in preparing · 
input documerts sent to the Raleigh headquarters office for 
summarization. At one area office, an association £mployee 
mistake~: y recorded a~ referral transactions any followup 
made to determine the results of a referral. Cons~~uP.ntly, 
each referral transaction this employee recorded was counted 
twice--once when the transaction was initiated and again at 
the time of followup. We did not determine the extent to 
which this cGndition existed. 
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We also identified instanc es i ~ which re ~cr ral transac­
tions were recorded when the individuals involved were already 
receiving secvices from the agency to which they were refec~ed. 
For example, ~fa sample of 17 parti~ipants referred to the 
Ai d to · E'amilies ~ith Dependent Children Program, 5 individmals 
had been recPiving services before the .association's referrals . 

The four area offices we visited recorded a total of about 
1,400 referrals . to Federal, State, and local agencies in 1975. 
we ~ttempted to verify a random sample of 121 referral trans­
~~tions by comparing association records to the records mai.ltl­
t..a ined by the various agencies to which those individuals h:.ad 
t>een r~ferred. As shown below, we were able to verify only 
4~ , or 33 percent, of the referrals examined. 

Number of 
referrals Referrals verified 

Pro9ram examined Number Percentt: 

Aidult Basic Education 4 3 75 
N'-e ighborhood Youth 

('')rps 12 9 75 
Eroplc;yrnent Securi t y 28 13 46 
Food Stamps 43 16 37 
Aid to Families with 

Dependent Children li 5 29 
Social Security 17 

Total 121 46 38 -
Some agencies did not keep records of participant visits 
unl~ss a service was provided; therefore, some portion of t~e 
unverified referrals may have been valid. 

Association officials told us that they had revised pro­
ced~r~s for recording and summarizing referrals to preclude 
tn~ type of duplicate reporting we brought to thei-r attention. 

FARMWORKERS INFLUENCED 
ASSOCIATION ACTIVITIES 

Labor regulations encourage farmworker participation on 
grantee governing boards and advisory councils by including 
t!l is consideration among the factors used tc, .evaluc".te fundimg 
requests. Although the regulations do not stipulate the de­
s i red percent of farmworker representation, Labor officials 
s a id they like to see a ba l ance between farmworker and 
comm~nity-at-large representation. In 1975 the association•s 
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governing board was compr.ised largely of farmworkers. Eowever, 
som~ balance in program direction was achieved through non­
farmworker board members and representatives of various St~te 
agencies who sat on an advisory council to the board. 

The governing board is the association's primary governing 
body and is responsible for overall policy, progran direction, 
and administration. Association bylaws require that at least 
51 percent of the board members be migrant and ocher seasonal 
farmworkers. In 1975 the board was comprised of 28 far•­
workers, 3 representatives of nongovernment ~rg2~izations, 
and 2 members at large. Farmworkers were also able to exert 
influence on the association's program direction through local 
and district councils. 

In 1975 the association had 14 target area councils 
rerc~senting small target population3--generally counties-­
throughout the State. Associaticn bylaws required that 
farmworkers comprise 75 percent of council memberships. 
Their function was to assess local needs and set ~rioriti~s 
which, in turn, were submitted to district councils. 'Ine 
district councils, comprised of at least 75 percent farn­
worke~s, ' assessed overall district needs and set priociti~s 
based on those submitted by the target area councils. The 
association's 19?6 program proposal was based largely on 
priorities established by the district councils. 

We interviewed farmworker board members as well as 
members at large to de~ermine their views on the degree to 
which farmworkers influenced association activities. Both 
groups agreed that farmworkers participated actively and 
freely both at the local and headquarters levels and tbat 
the as~ociation was largely responsive to their concerns. 

Although the association encouraged extensive farmworker 
oarticipation in developing its programs, the farmworker view­
point was not the only one considered. In addition to tbe 
nonfarmworker boatd meml::)ers, the board established an advisory 
council comprised cf representdtives from State agencies, such 
as the Departments of Health, Social Services, and Buman Re­
sources. Their function was to make suggestions and recomr:en­
dations about prdgrammatic matteru. Advisory council ne~bers 
said they were satisfied with t~e cooperation that existed 
between the association and the a~encies they represented. 
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IMPACT OF PROGRAMS ON 
AGRICULTURAL LABORWPPLY 

The employment and supportiie services provided by the 
association were directed toward either providi~g alternatives 
to agricultural labor or improving the lifestyle of farm­
workers who wished to remain in agriculture. Althouyh the 
association emphasized providing alternatives to agricultural 
labor, this emphasis appears to have been in response to the 
need~ and desire~ of farmworkers. 

In 1974 each of the association's district councils 
put job placements and training at the top of their priorities 
for the 1975 grant year. These priorities were reflected in 
the association's 1975 grant application. 

Seryices provided durin~ 1975 were based on the associa­
tion staff's assessment of farmworker needs and funds avail­
able for various program activities. Although formal train­
ing programs designed to offer alternatives to agricultural 
employment accounted for $1.4 million, or 36 percent of the 
$3.9 million total costs incurred, these programs served on:y 
1,163, or 4 percent, of the 31,500 farmworkers who received 
services in 1975. This data tends to emphasize the high cost 
of formal training programs compared to the ~osts of other 
services provided. 

There wus n0 evidence that association efforts to find 
alternative employment for farmworkers created a farm labor 
shortage in the State. On the contrary, a North Carolina 
Employment Security Commission official told us that there 
was extensive unemployment among the States's farmworkers. 
Furthermore, the Commission forecasts a reduction of about 
12,000 agricultural jobs--from 72.00J to 60,000--by 1980·. 
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CHAP'I'ER 3 

' CONCLUSIONS; RECOMMENDATIONS; AND AGENCY COMMr.NTS 

CONCLUSIONS 

Improvement is naeded in accounting for administrative 
costs to assure accuracy of recorded data and to provide 
better control over such costs. Of primary concern is the 
association's exceeding the administr3tive cost limit im­
posed by Labor's regulQcions. We believe t~at efforts should 
be made to recover these excess administrative costs. Also, 
technicai ·assistance in cost classification is needed to stop 
this problem from recurring. 

Although the Comprehensive Employment and Training ~ct 
has been interpreted as prohibi~ing the USP. of funds for eco­
nomic development, it appears that the association's training 
agreement with East Carolina Industries provided funds for 
this ~urpose. Therefore, eff~rts should be made to recover 
payme:-,ts made to ECI which exceeded actual training costs. 
Labor should also closely monitor association activities to 
·1<1ke sure that administrative costs are within prescribed 
linits and that funds are not used for economic development. 

The association's administrative controls need to be 
improved to assure that Federal funds are properly spent. 
Better student attendance certification practices by voca­
tional training contractors are needed to assure that stipend 
payments to training participants are proper. Adherence to 
prescribed followup procedures for training participants 
would identify early withdrawals and enable recovery of 
tuition costs. Compliance with requirements regarding au­
thorizing and documenting employee travel expenses is needed 
to insure that travel reimbursements are proper. 

Labor's selection of the association as the 1976 arantee 
in North Carolina was in accordance with prescribed regula­
tions and appears to have been proper. 

According to reported data, the associati~n met the 
majority of its 1975 program goals; however, certain perfor­
mance statistics were overstated due to erroneous and duplicate 
reporting. According to association officials, procedures 
have been implemented to eliminate duplicate reporting, but we 
did not evaluate them. Action is needed to insure that re­
ported referrals to public assistance programs do not include 
persons already receiving assistance. 
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It appears that many f~ ~mworkers haa em9loyment prob­
lems. Followup records kept on ~ersons placed in jobs need 
to be more detailed to ide:1tify causes of early terminations. 

Farmworkers influenced progr?m operations through m~m­
bership on the association's governing board and local 
councils. The as?ociation also received input from nonfar.­
worker board members and an advisory council comprised pri­
marily of representatives of various State agencies. Also, 
no ~vidence showed that the association's emphasis on provid­
ing farmworkers alternatives to agricultural labor had harmed 
the farm labor supply in North Carolina. 

RECOMMENDATIONS 

We recommend that the Secretary of Labor: 

--Provide technical assistance to the association to 
assure proper classification of administrative costs. 

--Take -cortective action regarding (1) administrative 
costs incurred that exceed the 20-percent limitation 
and (2) money paid to ECI that exceeds allowable train­
ing costs, including, where appropriate, the recovery 
of funds. 

--Closely monitor associ3tion activities to make sure 
that o~ly allowable expenses are incurred under the 
grant. 

We also recommend that the Secretary require the 
association to: 

--Work with vocational training contractors to improve 
attendance certification practices. 

--Adhere to prescribed followup procedures for training 
rarticipants. This should aid in promptly identifying 
students who withdraw from school and the recovery of 
related tuition costs. 

--Adhere to prescribed authorization and documentation 
requirements for employee travel reimbursement. 

--Provide that followup records be detailed enough to 
show why ~eople did not stay in jobs found through the 
association. 
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-Provide that people referred to public assistar.ce pro­
qrams b~ .cec-orded o: ly i.f they are not already se..:-veci 
by such programs. 

AGENCY COMMET."I'S '\N9 OUR EVALUATION 

Labor's commen:& 

In a l~tt.£.r dated June 2, 1977, Labor agreed with our 
recoI11I11er~ation~ and said that it would implement them. (See 
app. '.) 

Labor agr~ed with our first two recommendationa regard­
ing tb~ provision of technical assistance in classifying ad­
ffiinistrativ~ c~sts and taking corrective action on costs in­
curred in excc~s of the 20- percent limitation. However, it 
said that the issue of personnel costs which we raised re­
quired further discussion with the grantee an1 that it planned 
to review these, figures with associ~tion officials. 

Concerning the part of our second recomoendation dealing 
1 with a:nounts paid to ECI in excess of allowable training 

costs, Lab~r concurrea with all excess costs reported ~xcept 
f or approximately $8,000. A Labor official told us that this 
amo unt was the salary for one of three association employees 
whose salaries were questioned by the c~rtified public ac­
counting firm. (Seep. 15.) Upon further inquiry, we deter­
mined that the salary amount involved was actually only about 
$4,000. Labor said that the matter of excess costs paid to 
ECI had been submitted for action withi~ the Employment and 
Training Administration. 

Labor also agreed with our other recommendations a~rl 
said it would raise these issues with association officials 
during its next monitoring visit. Specifically, Labor plans 
to review (1) the status of time and attendance certifica­
tions for train~:1g participants, ( 2) adherence to prescribed 
followup procdure~ for training participants, (3) employee 
travel reimbursements, (4) followup records on participants 
placed in jobs, and (5) the records of participants referred 
to public assjstance programs. 

Association's ~omments 

The association, in a letter dated May 10, 1977, dis­
agree-::' with several of our findings and, in some instances, 
questioned the facts underlying them. (See app. II.; ~e 
met with association officials after receiving their cornIJDents 
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on the drc f ~ r ef,<) r t and are c;atis fi ed that the facts p r esented 
are accurate. I n addition to recognizing corrective acti~~s 
whete appropriate in the report, we would like to make the 
following otserva.tions about the association's comments. 

~be ~ssociation disagreed with our contention that ad­
ministrativ~ costs greatly exceeded the 20-percent limit. 
It calculated toese custs at abo:.it 22 percent of tctal actual 
expense;:;. In this regard, it' pointed to two factors that 
cau£ed overexpenditures in administration: first, the grant 
year was reduced fror!l 12 mor,ths to 10. 5 months, and secondly, 
oblig:'ited funds at tne end of 1975 were not included in 1975 
expenditu=es. 

The association apparently did not recognize that ad­
ministrative costs should be computed based on the planned 
ccsts of the grant, rather than total actual expenses. This 
ls clearly st~ted in Labor's regulations. (Seep. 6.) The 
planned cost amount used in our c3lculatior ·reflects Labor's 
mcdificati0n to the original grant amount to recognize the~ 
re<luction of the grant period to 10.5 months. In addition, 
using planned costs in the calculation negates the associa­
tion's point about the exclusion of cectain obligated func.s 
from total expenditures for 1975. 

The -association also disagreed with our allocation of 
salaries to administrative costs, stating that the daily 
narrative reports which we used to make the allocation were 
not comprehensive activity records. The association said 
the reports were prepared pr iil1ar ily to justify miles driven 
and did not indicate how much time an ehlployee spent per­
forming listed activities. It also contended that employees 
emphasized administrative activities in these reports be­
cause program activities were recorded on other forms. The 
association, however, had no firm basis for this view. 

Since all association employees had to prepare daily 
narrative reports, we question the contention that the re­
ports pr in:ar ily justified travel. Wher. we met with associa-­
tion officials to discuss their May 10 comments, they ac- . 
knowledged . that the reports were multipurpose and that there 
~ere no other docu:nents describing duties performed. Asso­
ciation officials said they allocated salary costs primarily 
on past experience and job descriptions. Many job descrip­
tions, however, indicated that a greater percentage of time 
than had been all~cated would be spent on administrative 
duties. {Seep. 7.) Because daily narrative reports . did 
not specify the time spent on each activity listed, we 
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categorized activities as admi~ i stcative o~ly when most 
activities, on a certain day were cle-'ir.ly administrative. 

According to the association, it~; ECI training contract 
was similar to contracts it had with c·ther training faci­
lities. Officials also said ECI costs seemed reasonable 
wht!n compared to these other contracts. We believe this 
view is not justified since the association knew about 
EC I 's high rate of profit. 

The association also said the amount questioned by 
the certified public accounting firm was based only on the 
opinion that. administrative costs appeared to be excessive. 
The association apparently misinterp~eted the firm's report. 
ECI did not specifically identify administrative costs of 
th~ training course. In this regard, the firm reported 
that it was unable to determine a reasonable basis for al­
locating a portion of ECI's total administrative expenses 
to the course. However, in its opinion only a small per­
centage of administrative costs would be applicable to the 
training course since mo~t of ECI's activities involved 
manufacturing and sell:ng crab and ~el pots. 

Finally, the a~sociation disagreed with our position 
Lhat it had not attempted to recoup t~ition cost: for 11 
students who withdrew from Beaufort County Ter'";::ic:al In­
stitute. (Seep. 10.) However, when we ~et with associa­
tion officials, they could not provide any evidence to sup­
port their position. In fact, what correspondence was 
available showed that they did not cont~ct the school in 
time to recoup any part of the tuition. 
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APPENDIX I 

lJ .S. DEPART!vlENT OF LABOR 
QpncB OP THB AmsrA.NT 511CllBT.u:r 

WASHINGTON 

Mr. Gre;pry J. Ahart 
Director • 
Ill.mm Jesoura!s Divisiai 
General Acx:ounting Office 
4-41 G Street, N.W., Reem 6864 
Washingtm. D. C. 20548 

Dear Ml:. Ahart: 

.June 2 1977 

AFPEN~I.r I 

'Ihis is in reply to the General Aa:x:ulting Office draft rep:l!t 
entitled "Activities o.f the Migrant and Seasc:Dal. Farnlo:rJcers 
Associatioo, Inc., in North Carolina." 

We have noted ytAir rea:1111enJatiais "6lich we have listed t:ela.i 
with our respcr..s:? to eac'.1: 

~tion fl 

Provide technical assir....anoe to the Associatirn to assure proper 
classificaticn of aaninistrative 005ts. 

Resroose 

Your :rep:,rt states that the grantee~ the alloeble 20 p..roent 
a::1:n:i.ni.strtive costs by 7 percent ar about $256,000. You attril:uted 
this overexpenditm:e to misclassified persamel and ncmpersauiel costs. 
tiilile we agree that the mi.sclassificatial of DCllperSCl1nel. costs (p. 10) 
an:,ears clear, till! issue of persamel. costs will require further 
discussioo with the grantee. We will g;, over each staff poeitial in 
}'OJI' report (p. 12) with the grantee and arrive at an estimate of lx:.w 
UL::ti stoJ.ld be charged to administrative costs. 

Reccmnendatioo t2 

'i:ake corrective act.i.oo regarding administrative costs incur~ in 
excess of the 20 percent limitatioo and am:urts paid to East Carolina 
Industries (ECT) in excess of allowable training costs iDcluling, 
where awropriate, the recovery of fu?ds. 
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In additicn to our cxxmen ls to rea::mne:niatia il, \oltlere EX:I is 
cax:emed we have questimed a:.l. costs, with the exceptim of 
a~oximtely $8,000, which ~ brooght out by an amit of the 
grantee by the CPA fim of O 'Neal & Metcalf under ccntract with 
the Depart:Ile'lt of Labar. CU: neimauduu c::l'lC:einmg that aulit has 
been subnitted far acticn within the 1:llploymeAt and Training 
Mninistratim. 

Recanne...datial 13 

Cloaely ncnitar Associaticn activities to mke sure that cnly 
a:.l.o,,able expenses are incurred uooer the gr-cmt. 

~ 

.We will ccnt.irme close m::m.toring of the grantee~ en oor next 
naritaring visit, we will pay particular attention to stipend and 
tuitim CX>Sts, Elll)loyee travel, and the questimed a,sts ra.isEtl in 
the O 'Neal & Metcalf aulit. 

Rea::m.erlaticn 14 

'!hat the grantee ~k with vocatiooal tr-dining cxnt.ractat .. to :i.qlrc::Ne 
attendanoe a?rtificatim practices. 

ResfOOse · 

D.lring our next ncnitaring trip, we will review the status of tine . 
and attendance oertificat.i.oo far active cl.assroc:m participants. We will 
be especially cc:aoerned with netlms used and the extent to which 
proper a?rtificaticn is CXJtt>lied. 

Recanrend~tim 15 

'!bat the grantee adhere to µescribed foll~ procedures far traiJlin3 
participants to facilitate prmq,t identificatim of stu3ents having 
.:itlxirawn £ran sch::>ol, and recovery of related tuitioo oosts. 
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Re~ 

We will review this rea::m:en:lat.ioo with the grantee in a:njunctian 
with reccrrrrenaatioo t 4 • 

Recamendaticn t6 

'!hat the grantee adhere to prescribed authlrizaticn am moue ,tat:i.a,. 
requi.renelts for erployee travel reiIItm'setelt. 

:Response 

See respalSe to n.u::nu:eu.Jatial f3. 

Recamendaticn t7 

'lbat the grantee provide that followup u.a:n:ds of part:.icipmts placed 
in jd::s are in sufficient detail to .identify causes of te:cainatials. 

Re~ 

~ will cb:!ck files of participants ·.Ax> have entered jd::)s since the 
GNJ report to detel::mine if the grantee has already cxnp1 jed with th~s 
rec:xIT1reOOatioo. Furt:hez:nore, 1'K:: wish also to review the reasc:ns ~ 
alm:>st SO percent of pl.acarents we.re not in the same job 90 days after 
placsrent. In this regard '.YO'l use the WJid "pel:manent• to describe 
unsubsidized placements made by the grantee. tbier' 0:llprehensive 
Elnploynelt and Training h:t (CE'm) regulat.ims we describe plaoements 
as ·"sh::>rt-teI:m"· (3 days or less), "mid-term• (4-150 days), and 
"loog-te?:m" (nX>re than 150 days) • Since the grantee reported that all 
hi.s pl.acetents fell into the latter cat:P.gory, we will explore with him 
• ... , ie reasoos for the high incidence of jcb te:minatials. 

Pecx:mrendaticn i8 

'lb.at the grantee provide that referrals to pJb] i C assistance progidllb 
are recorded atly far perscris not al.read'./ served by sm1 :;mxJI.aus. 
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Here ag33.n w~ will d~ files of p,...rtic i.,TJdnts ~ied since the G!l&J 
report t:c deteJ::iT,...ine the extent to which the grantee is ~lyin:J with 
this recx:m:nendatia. 

'lhmk Y0'1 for .~ clear and cmprehes1Sive ~t. I.et De assure 
yQJ that we will look into all areas )QI h!lw covered wit.bout delay. 

Sincerely, 

g~-~ 
F'RmG.aAPK 
Assistant Secretary for 
Adm:irJ..sttatial am ~ 
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APPENDIX II APPENDIX II 

~igrent anb &tascnal :f armb:Jor's.trs ~~sociatiOn~ Jnt. 

Kr. Ja■es F. Wal&h 
Assistant Uirector 

P. O. '.;OXJJJ IS 
3929 WESTERN BOULE', ARD 

RA~IGH. NOltrH CAROU!'IA 17t,:lo 

Ma y l O, 197 7 

U. S. Depart■ent o! Labor 
ioon M-1519 
200 Constitution Av<nue, N. W. 
Washington, D. C. 20210 

Dear Hr. Walsh: 

11,11..u.u, H. SH!Pf.S 
~tVCOtMeTOI 

Subject: U. S. Ceneral Accounting Office Audit of Mtgrant, 
Seasonal Faravorkers Association, Inc. 

The enclosed is the Migrant and Seasonal Far■vorkera Aaanci­
acion, Inc.'• resp~~sr to the aforeme ntioned audit report. 
There wece several veaknease~ pointed out which vere of con­
cern. The following pages address each of those concerned 
areas and provides an explanation of hov the situation arose, 
if it has been corrected and the ■ethod initia~ed and pre­
cautionary atepr i ■ple■ent ed to prevent reoccurrences. 

If you have questions, please be at liberty r.o cotttact ■ e 
immediately, 

Sincerely, 

#d/t~~~I//1%~ 
William H. Shipes 
Executive Directr: 

WHS:bwd 

Enclosu· ·e 
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A. ~dministration - Ur.dc:statcment of Adm inistrative Co~~ s 

The actual recorded administ~ative cost ~a~ 21.9 ver c en t o i 
total actu a ! expendit u res. By aAding ~ is-clas s i!f ~~ co sts c~ 
the admin~&trative cost it was 2L.05~ of actual ~~st.($8 52 , 646 
plus $8,091 • $860 737; J,903,GvJ ~ 22.05:). 

We feel it is not possible to expend ad ■ inis:rative funds 3~ 

c 20 per cen . or less rate on~ month to aont~ basis. We 
planned our administrative expenses based on a 12 ~onth grant 
and also based on expending all funds. Two things caused the 
over-expenditures in ad■inistration: 

Tne first was the grant year was reduced f :o ■ a 12 month grant 
to a 10 1/2 aonth gra~t. Based o~ the 10 1/2 ■onth period, our 
ad■inist:ative cost plan was to expend $855,016. Based ou our 
plan, we were over-expended in administration (including ~is­
classified cost) . by $5,721 or planned expenditu=ea ($855,016), 
leas actual expenditures ($852,646), plus ■is-claPsified cost 
($8,091), equal ~5,721 ove1-expended. 

The second was that $594,534 of obligated funds at the end o~ 
1975 were ' not included in the 1975 total exp~ndi~ures. Thrs~ 
obligated funds were deducted from the 1975 grant ~nd rcprogra:m­
ed into the 1976 grant. ~f the obligated funds were addeJ to 
the total actual exnenditures, the ad~inistrative cost would only 
be 19,14 per cent. • 

Actual Expenditures 
Obligated Funds • 

Total Expended and Obligated 

- $1,903,003 
594,5)4 

- $4,497,537 

Ad ■ inistrJti ve percentage is $860,73 ~ ; 4,497,~)7 • 19.137~ 

The above administrative costs do not account for the "Question­
~ble allocation of salaries to administrative costs" as outlined 
by the General Accounting Office. We do n~t feel the pro-ration 
of salaries outlined in the GAO report are ccrrect. The General 
Accoun:!ng Office personnel used the daily narrative reports 
submitted by uur staff to aake their allocation. However, the 
daily narrative reports are not the proper tools to use in allo­
cating salaries. lhe daily aarratives report& were not designed 
for this purpose. 
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The daily narrative reports are sub ~ itted by c u r ~taff basically 
to J ustify miles driven. The narr a t i ve reports are not a complete 
detailed report of all the act ::. ·,.itil:s for the ,lay but :i : e only a 
report of the things the indiviciual felt should bP. recorded. Staff 
members have a tendency to emphasize administrative activities on 
this report since most are not rerorde<l ~lsewhere. Program activi­
ties are recorded on other fo:~s. 

Not only is the report not a c 0mprehin1ive record of all activities 
it also does not indicate the amount of time spent on any task. 
Seven hours may have been spent on one actjvity and one hour on 
five others. 

For the above reasons, we do not agree with the General Accounting 
Office's pro-ration of salaries. 

B. ,EEO / OR IMPROVED CONTROLS OVER EXPENDITURES or GRANT FUNDS 

1. Stipend and Tuit~on Costs 

At the outset of MSFA's association with community colleges/ tech­
nical institutes, MSFA was not familiar with . the procedures of 
the institutes as they related to stipend payments. If it was 
known tha. verification was not being made by both instructor and 
designated official signor, HSFA would have taken pre-cautionary 
measures that · would assure imp : uved fiscal controls. 

Since learning of the situation, a supervisory employee visits each 
training site to stress the importance of having a sophisticated 
verification -system if one does not already exist. • Hence, this 
procPdure ls being followed religiously by the association and 
colleges. Presently, there ?re no schools who have students de· 
livtr CETA request of allowance payment cards. 

2. Withdrawals from Training Institutes 

In 1975, the Associatioh received notice that the grant request had 
been approve~ on February 18, 1975. At that point, without gear-up 
time, HSFA was to have enrolled approximately 300 cl!ents into 
training institutes which were about to commence their Spring quarter 
the later part of March, 1975. Due to the copious clients who had 
aspirations of enhancing their employability by training for a 
marketaole skill coupled with the Association ' s desire to aake tbis 
a reality, it was virtually impossible to enroll and follow-up om 
the enrolll:e~ in the prescribed time. As a result there were clients 
who dropped from school before HSFA was knowledgeable, Therefore, 
the time for recouping any portion of the tuition cost was forfel~ed. 

The following corrective procedures have since been employed to elimi­
nate reoc c urrence: 

a. rloser screening of clients to be enrolled into sohool 
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b. closer working r 0 , la-.!.on.1hip o~ school officials aas 
resulted in an inc~~ a sed verbal ~=~hange betwee n 
MSFA and the instituLe. This has reeul~ed in MSFA 
representatives being concacted wl ~n it is ncted 
that a student is not functioning as expected. 

c. caseload system has been instituted whereby field 
service representatives work with specific cl ients 

APPENDIX II 

to assure that their needs are aet expediently (~.e. 
transportation, day care. follow-up. etc.). 

3. Beaufort County Technical Institute 

As relat~d to the Beaufort Co~nty Technical lustitute. all costs 
th~t are considered questionable are on participanta ·w&o were 
enrolled and dropP.e~ due to the 120 ■ile round-trip to school. 
At the en~ of the first wee~. when follow-up was coadgcted. this 
situation was discover~d. lmaediately. the Head of Stude~t 
Affairs was contacted along with the Business Manag~r who stated 
that the clients who did not drop would fail and if tbey did 
drop. no refund would be realized. Again. the aforeme3tioned 
procadures will halt such froa repeating. This is a case vcere 
we followed-up in the 10 day limit but a no re-payaent fr~n the 
school .as received. 

4. Travel and Emergency Assistance to Participants 

We concur with the GAO atate=ents on the travel ass~stance pro­
gr c m, 

5. Employee Travel 

Most of the discrepancies in staff travel was caused ~y erro~s 
or oversights on personnel in the Finance Departmen~. In order 
to prevent future discripancies, the Finance Depart=e~t staff 
has been given more detail instructions on processing o: tra~£1 
expenses. Also, we changed our travel form to help e l imi~~te 
errors and simplify the preparation process. Hopeful1y, these 
changes will eliminate all errors and discrepancies. 

6. Results of Certified Puolic Accounting Firm's Audit 

Cash Controls 

a. We maintain a special ba~k account agree■ent for each CEYA 
grant received, All aonies rtceived fro■ Letter of Credit 
draw downs were deposited in the appropriate Special Bank 
Account. It was then deposited in our Operation Jank Ac­
counts from which all disburse■ents were made. Tiiis pro­
cedure is as outlined and recom■ended by Execuc~ve Systeas 
Corporation (ESC), at seweral workshops. 



nll&W.J/SH WiiMWG Mill1 

A?i?ENDIX II APPEYDIX II 

The following ~orrectivu action over cash receipts has 
be~n implemented. All cash receipts are being documented 
as to date received, source of funds. complete descriptioa. 
acco t: nting distribution, aud approval. The data on reports 
of federal ~azh transactions are tak~n directly from books 
of original entry. 

The ~ank Reconciliations are being prepared in an orderly 
manner and in co3plete det~il as recommended by 0'NeAl acd 
Metcalf. The same for~at is used each month, and ail checks 
are grouped according to types. 

b. Document Cancellation 

in accordance with the recommendations of O'Neal and Met=lf, 
all documents are being stamped paid and the check number 
entered to assure duplicate payments are not made. 

c. Mis-classification of Disbursements 

Iu order to prevent mis-classification of disbursements, 
all invoices are nov being verified at least twice before 
actual oayment is ~ade. This procedure should eliminate 
most mis-classfied dis~ursements. 

d. Cash Disbursements tn Area Office 

1. Voided che~~s are now handled consistently. They are 
submitted to the Central Office on the day of occurrence. 

2. Administrative personnel have stressed the importance 
of issuing checks in numerical sequence: 

3. Pre-numbered checks - All MSFA off~ces have printed 
checks which contain the same information. The checkn 
are all pre-numbered by the printer. 

4. We have re-emphasized to all field staff that check~ 
for cl~ent services must b~ signed after the party to 
whom olstursement is made and the amount has been 
written on the negotiable instrument. 

5, Check·books arc all balanced monthly by a member of 
the fiscal department. 7his is to assure consistency 
and proper reconcilat i ~r.. 
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e . OJT Contrac t ors 

Pre-cautionary procedures such ~s thn following have been 
instituted to eliminate reo c currence: 

1, Each OJT enr~llee'a employment ia verif i ed in 
order to determine previous work locations. 

2. An amendment has been made to the contract to 
include: determination of the total number of 
OJ T trainees from any source which is not to 
exceed 25% of the company's work force. 

4. 

5. 

The employer agrees to maintain proper and 
accurate records of all time worked by the 
trainee and all wages paid to . 1e trainee for 
a period of at least three years from the coa­
pletion date of the contract. Authorized r~­
preaenta~ives of the Federal Government and/or 
MSFA will have the right to . inspect the records 
on~ periodic basis. 

The employer agrees to hire the trainee £Sa 
permanent eMployee at successful completion of 
traini n g. 

An On-the-Job Training Supplemental Sheet has been 
tmplemented to assure that each employer , employee, 
•~d KSFA staff are aware of the regulation& governing 
the OJT tr~ining contract. (See Exhibit 2). 

[See GAO note l on p. 42.J 
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C. Grant Funds ~sed to ~uopo r t Ec uno ~ic Developmenc Pr~je=t 

In the absen c e of any other sourc e of ~xpectise in the. field 
of eel fishing as wel l as comparative tra ining information, 
KSFA accepted East Carolina Indu~t.ries proposal to pr~vide 
training. The : ontract was a fl 3 t fee per student and not a 
cost plus contrRct. The contra ct with East Carolina Indus­
tries was the same type contract we ent~~ed into with ocher 
private training f3cilitie s . The contracts with the other 
training facilities vere not questioned. We felt that , ur 
contract vas valid and should not be adjusted up or down in 
the event there had b~en a coot over-ride . • 

In co■p3rison vith other types of private vocational t.ain­
ing. the cost incurred fo1 :~• 72 participants seens reason­
able. Moreover, the amount ~uestioned by the auditing fini 
is ~ as~c apon their opinon that administrative expenses "ap­
p~ared" to be excessive. TI·e r ~ was no mal intent either on 
the part of KSFA or Ea 3 t Caro l ina Industries. 

FollovinR is a list of the individual KSFA e■ployees who 
spe·. ~ a portion of their time on duties directly related 
to E3st Carolina Industries and our response ~o each . 
(SEE ATTACHED) ~ 

[See GAu note! on p. 42.J 
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D. Grantee 5 Llectioa Procedure• Appropriately Applied 

Migrant and Sea•onal Farmworkers Associ~tion. Inc. offers 
Q(> COll■ent. 
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E. Performance Goals Ge nerally Achieved 

1. Job Placements 

Migrant and Seasonal Yarmvorkers Association is pleased 
to have accomplished the level of placements in view of 
an economically critical situation. Below we shall 
account only for the areas not par according to staLed 
performance standards. 

a. National School of Heavy Equipment - ~he goa: of 3§ 
clients to be placed vas not realized due to the gen­
eral lack of constr~ction which tbP. 1ation was experi­
encing. 

b. Training Center - th~ employment areas of welding, 
automechanics, plumbing and wiring, electronics wer~ 
al~o very adversely affected during the a~pression/ 
recession period. 

c. Work Experience and On-the-Job Training had late 
starting dates, and therefore many of the clien:s 
were still in training at the ti■e of audit and have 
since bee~ placed . 

. d. East Carolina Industries placements die not occur 
because of the boats which were anticipated did not 
materialize. However, boats have been acquired and 
farmworkers are eaployed i~ the eel fishing industry. 

e. Turnover 

This ~as been a problem for grantees vho place 
■igrant and seasonal farmworkers in full-time 
placement. This is largely due to the transition 
from one ty~e vork environment • (agriculture) to an 
industrialized ' (factory or office) setting. HSFA 
in tackling this prnb:e■ has: 

1. Incorporated into its operation a aore sophis­
ticated follow-up for■ and procedure which details 
specific problea areas and corrective steps taken 
by the counselor. 

2. Job readiness - lasses are being conducted which 
provid~ clier .s vith the essential of introduc­
tion into th, world of work. The duration of the 
course is 24 hours. 

We have noted a aarked imp~ove■ent in retention rates 
as a direct result of the aforementioned 
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f . Train i ng Programs 

In~epth training and instruction ■aterials (Fi~ l d 
Worker's Han<lbook) has teen conducted and designed 
to assure continuity in handling reporting of pro­
sra■ activities. 

g. Referral Progra■ - (duplication) 

KSFA staffers, vhen co~ducting interview vitb clients 
fa■ilies, are often not totally informed about the ser­
vices that the fa■ ily is in receipt of. Therefore 
in ■aking a needs assessment, the ataff refers the 
faaily for apparently needed services. This accounts 
for vhy some families vere re ~erred for servic~s they 
vere ~lready receivins. 
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F. Farm~orker exerted influence on assocfation activities 

Migrant and Seasonal Farrouorkers Association. Inc. offers 
no comment. 

G. Impact of programs o~ agricult"ral labor supply 

MSFA offers no comment other tban it attempts in ev~ry 
■anner possible to secure alternatives to agricultural 
employment for those clients who are desirous and those 
remaining in agricultural employment are afforded all other 
available services to i~c'ude ·referrals to the appropriate 
ES office for rur~l ~anp~wer placement. 

GAO notes: 1. Comments deleted ref erred to matters not ', 
pert: nent to this report. 

2. Exhibits deleted for brevity. 
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Questior.-.,b .le N~~d toe Soae L<:!;:;art.:ent cf !. at:ar 'Iraiv.iri'! 
Pro qraa:s. tiRD-78-4; 8-HJ9 22. A~riJ. 10, 1916. ~;.Pi-•·~ :i 
:tppendices (14 ;:q:,.). 

Report to the Congr~ss: t y !l~e= s. ~taats, Cc u~trclle: G~n 0 ~al. 

I.sr-11e Area: E11~ l oy111ent and Irai2'i;;g ftc:g.cus: Eaployabil i.t:_v ~f 
Select~d Tarqet Gro!1ps (3201); lon-tiGc,:::iaiDatico and Eesuc1,l­
Opportu :.ity Prvgr_aos: EcploJ■4!Dt Discril!linatior,. in Si;iJ.~.'1:.5. 
c raft Unions (1011 ) . 

Contact: Human Resources Div. 
Budqet Punction: Education, !!anr0•er, and locial Sez:vicia!: : 

'Irairiin.:i and E ■ plo yiaen t ,SC~). 
Orqanization Concerned: tepartaent ct Latot. 
Ccriqressional RelEvance: House Co ■■itte~ en Educ11ti,:a1 a.'ld YaLo r~ 

Senate Co~~itte~ or. ijucan ier.ourcEs; CoogrEss. 
>.utn-:.~ity: Co ■ prehensi•e E•r-lora-emt acd Tr.a .inicg Act o: i:J?.:s ( 2S 

li.s.c.:. 801). !'lanpower Deveb&:irent aDd 'Itair.inq let •Jf 1962 
(UL U.S . C. 257 lj • 

Under the Compr~~~Qs1 ve Isplcyaont aud Traini~g Act 
(Ci.TA ) of 1973 , the Dei:;artt:oe! i.': ct Labor funds noyra1r.s to 
pi:ovide job t!.aininq a.n ! e ■ p :o :;;.e ;l t cpnoxtuoitie.!i fer 
econ~mically disadvantaged, unemployed, and urderA,flcyEd 
pC: r: sons. Th• . lq, prentice ship OatH.!•CA Pi:cgu11 lAOP) 11as ce::;igne•J 
t::, r.ecr.ui-;. coun sel, tutor" ao.d r-eier pri11arily 1dnori t~ }"c·uth~, 
to ~pprenticeship ~ositicn~ in CCQstrtctioo ttades. tho Latio~al 
on-Tl:~ -Job Training P'..ogra21•s (CJ't's) primary cbjective is t..;} 

prov.ide training to unemployed, llJadei:e ■ployed, and r;;conG1:ically 
disadvantaqed persons fer jobs in akilled cccu~atic~al shctt ~~ e 
at~as, ~any of which ~r~ ~onstruc~ion rel~tEd. 
Fin dioqs/Concl 11s:.cns: Condit1.oi:s •hich existEd wht=n th'i 
Departm~~t of Labur beqan the af~~ecticeshif ftogr 1R b~,~ 
sub std n tidl.l y c .-tanq')d. twp loyaent op~ortun ities in th e 
construction industry have d~clioed, c~usillg a chanqe i n 
place11~nt e mpnasi s to general jobs. This • policy sbitt utrlP.rliued 
the question of the ~ontinu~d need !ct lCP. !h~ results of 
s~ ve ra l coo st ruction relate~ on-t.lbe- job t:·idniog froJ'"ct.s C,u.r irig 
1975 ~nd 1976 de~onstrated plac€&e~t and opErational F:ctlEms. 
In many cases. proqram ~articiFG~tf ~ere net recei,ing adequate 
tca ininq. nor were th~Y aware of any on-thE-jot training tc be 
obta ... ned. S11bcontractors bave b~c aEiog frogua funds 1.nste~J 
of their own tund~ to support tL•ii rEgular apFrentice~ti~ 
s7st~ ■ s. So ■ e na~ional ccnttactoc~ ha~e used about one-third of 
th~ t'11nds to pay f<.'r headq•Jarl~t :i. and reg.iont'l ad11ir.istr.atiwe 
operations. Iosutficient owe:-s ig~t atd e,aluaticn by the 
Der;:atti11ent ot Labor contritu ':t! d to th~ protle ■s of tbese 
prcqrc111~. f.ecc11mendations: '!he S~cre~ar, cf Labor should 
~u •ina te the ACP , n t a,or o ::: less costly alteroatiVt: .\:i. It tne 
rr:cc,-ra ■ is continued, perfc:aa.nce ct.i.teria ~hculd tE estatl~hed 
thdt: 1nclud~ mir.imu~ c~quit~•ett~ ct toe service lEvel 



necess~ry .·o ■ erit a place&ent clai1, i nclode •i~i•o~ 
require!'ents for ·Job suitability aLd jcb lengt.h iuecessary to 
warrant placement credit, and eliain~tE ~lilceeE~~ ctedit fer 
r£::ferral to otheI p1 : oqt:a ■ s and jo!:Js with a large ■ i. nc:it'Y 
reprv ;, at.ion. The Secretary should !'El!valuat, tbE 11<.:ed tci: ~i:le 
CJ~ l ... a~ and ter ■iuatE contracts t~at dr~ &ct achi~~ing 
~~oqc¼~ 1biectives. He should: conccntratE tuo~img i~ trad~s 
havi~q stilled worker sbor.t&ges and le• ~incritJ 
re:pre3el!tati'les, r~quire tht-t atle~aat~ jot trein~:.ig ce E!OVit~d, 
i1ple.1ent guide!.inEs which (iroi:i.i.bit CJ1 fr,c~!! t.rci ■ s&.!.sidi:zil.g 
apprentic~ship programs, and red~ce ~I~qr~, ad~imistration 
ccsts. urns) 
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0 BY THE CO~J1PT1<0LLER GENERAl_ 

'" Report To The Congress 

,.._ 

OF THE UNITED STJ\TES 

Questionable Need For 
Some Department Of Labor 
Training Programs 

Cont inued funding of the Apprenticeship 
Outreech and construction-related National 
On -The-Job Training programs has tecome 
questionable because of high unemployment 
in the construction industry, limited app ren­
tic~ship opportunities, and numerous pro­
gram problems. 

The Labor Department's administration of 
these programs generally was weak, parti · 
cular ly in monitoring and evaluating them, 
and GAO recommends .hat the Secretary 
either eliminate or re.direct ttiem. The :::>e­
partment says it ·'Viii reta;n both but wi ll 
improve their adrr. .:stration and review. 

HRD-78-4 

APRIL 10. 1978 
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C.OMPTROL.l.£R GO.ENAL. o;::- ·rH~: UNITCI) STATES 

Wil.Sf"NGTON, O .C. 2D5U 

To th~ Pres i dent o~ t~e Se nate and the 
Spea:cer of the f-iouse ·of ~~presentatives 

This report points out 9roblems in two programs admi~­
istered by the Department of Labor under the Comprehensiv~ 
Employment and Training Act of 1973--the A;,prenticeship Omt­
reach Prcqram and the National On-The-Job Trainino · Proorann. 
We made t~is review to determine if these two pro~ra~s - ar~ 
~f;-ectively enhancinq the employment opportunities of eco­
nomically disadvantage1 minority qro~ps. 

Our review was tlade pursuant to the Rudqet and Accoui;:it i:'1.o 
Act, 1921 ( 31 U.S. C. 53) r and the· .~ccounting and Auditing Ac':. 
of 1950 (31 u;s.c. 67). 

• W€ are send in~ copies of this report to Lhe Director,, 
Office of Managem~nt and Budget, and to the Secretary of 
Labor. 

Comptroller General 
of the United States 
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COMPTROLLER GENERAL ' S 
REPOR~ TO THE CONGRESS 

D I G [. S T 

Om!STI0it.'A3T...E mrno PO.:!. 
SCJl!E DE?A~'IMENT' 01? ~.BO~ 
T'l?-\ISrnG ?ROGRAMS 

As one method of providing empLoyntent and 
training· services under the Conor€h,:;nsive 
Employment and Training Act, the Depart­
ment of Labor funds a number of natio::ially 
directed programs . . Two such i;>roc_;ra111s are 
the Apprenticeship Outreach Program and the 
National On-Tr.e-Job Training Proqra~. 

The objectives of Outr.each are to recruit, 
counsel, tutor, and refer .l·: iroarily ininor-
i ty youths to aoprentice~;t. ·.p positions •11 

construction trades. On-· he-Job Training's 
primary objective i.s to provide traininq to 
unemployed, undP~~mnloyed, and economically 
disadvantaqed persons for jobs in s~illed 
occupational shortage arei'is--~.ny of vhicl:l 
are construction related. (Se~ p? ~ "" and 31_) 

PROBLEMS WITH 
APPRENTICESHIP OUTREACH 

Conditions that existed w:1en Labor estab-
1 ished and beg~n funding these prcgca:i:s 
have substantial! y changed. E:nolo'fITllent 
opportunities in the cor~struc':fo:1 imdustry 
have declined, -:ecessi t.::ting a placement 
emphasis from apprenticeship to generd 
jobs. As a result, program co~tractors 
were competing, duplicating, a,d over­
lapping with State employment service 
agencies. (See p. 23.) 

This policy shift underli~2s the question 
of whether Outreach is sc1ll n~eded, since 
more than half of the reported place111.Ents 
in 1976 were in nonapprenti~es~ip joxbs. 

More feasible, less codtly alt~rnatives 
are available. Employment serTice agencies 
in many States fund apprenticeship informa­
tion centers that essentially ~p~:at~ the 
same .3S program contractors. «see p. 24.) 

~- Upon removal, the report 
cover date ihould be r:oted hereon. i 
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Therefore, the Secretary of Lahar shou11 
eliminate t ~e Aoprent.i.::es~1io Outreach Pro­
gr~m in favor oE less costly alternatives. 
If a ne ed for the proq~~m can be demon­
strated, 1t should concentrate solely on 
apprentic~ship. 

If the ~co~ • am is continued, the Secretary 
o f Lal:,or should e~tablish us1::f 01l per forr.ianc~ 
crJ.teria that 

--include m1nimum requiremen t s on the serv­
ice level necessary to merit · a placement 
claim, 

--includ e mi nimum reauir.ements for . job suit­
ability anc job length necessary to war­
rant ~lacement credit, and 

--eliminate placemeni credit for referral 
to other Federal programs and referral 
to jobs already having large minority 
representation. ( See pp. 2fi and 27.) 

PROBLEMS WITH THE NATIONA.r, 
OH-THE-JOl3 THAINING PROGRI\~ 

Labor's On-The-Job Traini~g Pcogram is not ~ul­
fillin<J proqram objectives. Hiqh une:t?ploy­
mer.t in the construction ir,dustry pro!:lil>itei 
participants frcm getting a traini~g-relatei 
job. Many who had been ~laced were no lonq~ r 
employed in their field, and some were not 
employed at all. (See Pl'• 31 to 34.) 

In many cases, ~rogram particioants were not 
receiving adequate training, nor wete they 
aware of any .on-the-job traininq to be 
obtained. (Seep. 34.) 

Subcontractors have· been using orogra:i1 fun ,,.s , 
instead of their own funds, to sup~ort thejr 
reoul3r apprentice~hip systems. Some national 
p rogram contractors have used about one-thic1 
of the Federal funds to ~ay for headqua~ters 
and regional adrninistrative operations. (5=::e 
pp. 3 5, 3 6, and 4 0.) 

ii 



The Sec~~t~,7 ?f Labor shoulfa reevaluat~ 
the neEd fer t :.e Nat ion al On-The-Job Tr a in inq 
Program an6 £e:~lnate contrac t s th~t are not 
achiev ing prog:cm o~j ect i ves. Th0 Se~retary 
sh~Juld als::. 

--concen~rat~ ~~ndinq in trades hav ing s ki lled 
worker s :-i,.0 r.-t.::;es and low minorit y re)?r ese,1-
tation,.. 

--reg~ire that a<lequate joh traininq be pro­
vided, 

--impl ~ent guideline:s ·which prohibit on-the­
job traiming funds from subsidizing res u~ar 
apprenticeship progr3ms, and 

--reduce progra:m ad~inistration costs. 
p. 41. } 

NEED FCR ItrP?.U/ED AOMINISTRATION 

(See 

Insuffic ie.:i:t 07ersight and e·1alua':ion by ':he 
Department of Le.bar contributed qreatly· to 

, the problerr.s i., these prograrr.s, as did Labor's 
neglect in fol l owi~g up with former program 
partic i oan :ts. (See Pl?• 46 and 47 . ) 

Ie,ir Sheet 

Using co~petitive bidding procedures and 
strengtheni ng ~)€-rformance criteria for both 
prograns are o::.her needed improvE-mt::nts. 
Also, Labor ha5 neither carried out useful 
suggesLions in stu,He:s that assess these 
programs n~r used independent sources of 
data tc b.e].p e-;,:::luate contractor proposals 
and perfonrainCE. ( See pp. 4 7 to 51. ) 

Th~ Secret!Er::_• of Labor shodd 

--devel op :Ml carry out monitoring and evalua­
tion gt:1it!elbes that gage program effective­
ness a c d hig~lig~t program accomplishments 
in accoriance witr. Comµr~hensive Employment 
anj 1rai~ing Act requirements and 

--requi re =h~ ~ffice of National Programs to 
use corm~titi•Te ·procurement procedures and 
evalirate con~ractors with the assistance of 
indeFe□d:nt jata . (See ;>. 51.) 
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LABOR C0:-1MENTS 

Labor disagreed with GAO's recommendations 
that the programs be eliminated or redirected 
but agreed with most of G~O's recommendations 
for improving program ~ . .J11agement. ( See 
P?• 27, 41, and 51.} 
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CHAPTER l 

IN'i'ROJUCT iOtJ 

The sy3tem f0r de!ivering most of the Department 0f 
Labor's employ:nent and trainin9 servie'.~S •,.:as cr,ar.1e13 in 
DecP.mber 1573 with the pass~ge of the Comprehensive ~~~lcy­
ment: and Trai:1ing Act of 1973 (CET1'.; l29 l 1.S.C. 801). CE'I'A 
incorporat:e<l ser·lice!:: available under the Man;iower. 'J?.·,•~loc­
:nent and Training ~ct of 1961 (42 U.S.C. 2571), as ~ell as 
other acts, ·whic~ CETA repeale,~ 1n ,..h,Jle or 1n part . 

CETA was enacted tu estaolish a flexible dn~ aecentral­
ized sysce~ of Fedetal, State, and lo~al pr~arams to ~rovide 
job training a:1d employment Cl-'portu::it.ies for economically 
disadv£~tPged, unemploy~<l, a~d underemplcye~ pecsons aod to 
assure thet trainii1q an:l suppottl,''J seL"vicr-s lead to :naximu·J 
opportunities and er.h_,,ced self-sufL~iency. 

Most CSTA a;::tivi ties are c-arr ied out by p.r:i:uc sponsors-­
generally State and jocal govern~ent units--~ith grants from 
Labor under titles I (comrre~en~ive manpower services), II 
(:;>Ublic se.:vice employment), and VI (emetgency iobs l>rogrerr.). 

L~b~r is authorized to directly f~nd ~at1on~l progra~s 
ul"ldt title III---Special Fi:der:l~ Respon.;i'Jilities--for s~c:;­
tr.P.nt.; of ~he population in partjcnlar need of trairii~q and 
employment ~~rvices undet titles I a~d II, and is to cake 
ir1t.o accom.t t!ie need for c-.:-ntinued funning of programs of 
:emon5trated e~fectivenes5. 

In its fiscal year 1978 bucget, Labor requested $38 mil­
lion for th~ M~~o~!ty qrnup skilled trades program. T~e co~­
~1nents of the ~;nor1ty s=oup skilled trades proqram and the 
ia~ds avail~~le to them in fiBc~l year 1977 ~re the Appren­
tlCP~hip 0utceach Program (AOP) ($15.7 milli0n), the National 
On-rhe-Job Training Program (OJT) ($17.6 million), and the 
,Jnurney11~an Out~each Training Program ($2. 7 million). ·rhe 
1.attez program, which was not in<..ludec in our review, was 
d~signed to assist pcrs~ns over the normal apprenticeship age 
to beco~e trade journ~ymen through aoprenticeship-~yre train­
ing. AOP and the Aational OJT Program w2re established in 
the l9ti0s under the M,rnpo·,1cr Development anti Trainir,g Act .:ind 
are ccncinued under CETA. Both AOP and National OJT shoul'3 
111,:rease the opportunities of disadvantaged persons to enter 
skil:.ed occupations. 

Since the K!n~rity Group SkilleJ Trade~ Program is 
h..:avily i11volved in the construction trades, we examined 
AOP and ~ational OJT to determine the appropriateness of 
pr~gram emphasis in the construction trades. 
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~OP_:3JECTIVES_~~Q-~~~~!~~ 

The objectives of AOP are to recruit~ motivate, ~ui~eu 
and 3ssist p~imarily minority youth into the skilled =onst~uc­
tion trade apprenticeship programs. Activi t ies are tJ inc!cde 
recr;1ting interestPj individuals, counseliny them ab~ut t~e 
con E::uction trades and requirements for ent~ance, ~u~oring 
them in mathematics and such other ~.ested c:1rea s as ::na:wal 
dext~city, and refer:ing them to local join t ;.m10~-:na:ia9emer.t 
a9p!~~ticeship committees foe a~prenticeship application ao1 
te s t1~g. Public and private nonprofit 0rg~nizations contract­
ing v1th Labor to provide AOP services do not direct![ inden­
ture ! / p~rticipants in apprenticeship p!ograms. 

Labor began funding AOP in 1967. In general, m1i=orities 
had t:aditionally constituted a small proportion of s~~lled 
craf~srnen. However, equal employment opportunity legislation, 
minority group pressures, Government efforts, and cha:gi~~ 
uni cn attitudes caused a great demand for qualif'~d roinori-
t ieE. Labor viewed AOP as a systematic appro, 1 s:mpl y 
th~ E increasing demand. 

In 1975 Labor changed the placement focus of ~OP to 
enco-.J:age general job ;,lacernents because of high uniem:>loyment 
and l imited apprenticeship ooportun1ties in the const=uction 
ind lJ:': ry. In fiscal year 1976, most reported AOP plat.cmcnts 
were in non-construction-related jobs. 

Originally fund~d for 53 projects, AOP in fiscal year 
197 S consisted of 98 projecLs nationwide primarily op-:ratea 
by the following organizations: . 

1/Tte process of qualifying . and registering for aoore~ticeshio 
- w1t~ a de~ignated employer. The term originates fr~m the 

oe:1od when apprentices were bound to emoloyers by l written 
a9reement to work under a master-servant relationsh;o while 
t ~e employer taught the apprentice the skills of~~ craft 
O! trade. 
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Or ~niza tion 

Urb <::n League 
Rec r 11itment c1 nd Training 

Prog r arr. 
Human Re .sources Development 

I nstitute, AFL-CIO (note a } 
Others 

Total 

Numb<:? r of 
i2E~i~~t~_ 

29 

22 
17 

98 

a/The Am e rican Federation of Labor-Congress of Industrial 
- Or~anizations. 

For fisca l years 1970 through 1977, Labor f~nding for 
AOP totaled $87.4 million. 

NATIONAL OJT PROGRAM 
OBJECTIVES AND FUNDfNr. 

The objective~ 0f National OJT are to pcovide unempldyed, 
underemployed , an~ economically disadvantaged individuals with 
us eful work and on-th-?-job training: to assist them in develop­
ing to their maximum occupational potential; and to help t.t,em 
obtain regular employme~t. Training should be in · skilled ~ 
s~miskilled, or service occupations in whic~ shortages ex i st 
and in which opportunities exist to progress. Special emohasis. 
is to be placed upon providing minorities, disadvantaged 
persons, women, and veterans with OJT opportunities. 

Con::.tructio.n-related Nation~! OJT involves two tyP'?S of 
training--basic and coupled O~T. Basic OJT consists al~ost 
exclusively of on-the-job trdining for begir.ning apprentices, 
while coupled OJT includes other types of services and train­
ing, such as preapprenticeship classroom instruction before 
apprentices begin on-the-job training. 

Labor begdn funding National OJT in 1962 by contracting 
with labor unions and other organizations it felt were capable 
of changing nationwide training and employment policies to 
include more disadvantaged peo~le in major industries and 
occupational areas. Labor selected and has continue1 to fund 
projftcts in the construction and machine tool trades for about 
42 percent of the National OJT effort. Over fiscal years 
1970-77, National OJT funding totaled about $130.5 million, 
about $54 million related to construction and machine tool 
trades. The five organizations receivi~g the largest amounts 
of fiscal year 1977 funding (33 percent), along w~th the 
number of projects and the amount funded, are s11own on the 
next pag-e. 
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QE..9...an i za t ion 

T~e United Brotherhood 
of Carpenters ar,d 
Joiners of America 

The Operative Plasterers 
and Cement Masons 
International Association 

The National Joint Painting 
and Decorating ~~prentice­
sbip and Training Committee 

The Bricklayers, Masons and 
Plasterers International 
Union of Jl..mer ica 

The National Tool, Die 
and Precision Machining 
Association 

Total 

SCOPE OF REVIEW 

Number of 
E!.0i~~!-~ 

136 

63 

38 

' 23 

49 

Amount funded 

$ l,4JO,000 

1,028,768 

706,980 

570,467 

2,000,000 

$5,736,215 

We reviewed appropriate legislation and applicable regula­
tions, policies, procedures, and practices of the Departm~nt 
af Labor and held discussions with agency and contractor of­
ficials. We reviewed six AOP projects loc~ted in Maryland 
and California and seven construction-related projects and 
one non-construction-related National OJT project in 
Maryland, as well as in southern California, which is not sub­
ject to seasonal variations. Our review concentrated on 
construction-related activities because they have constituted 
a large segment ~ f the progr ems' efforts. . We al so interviewed 
selected former AOP and OJT participants and obtained informa­
tion by questionnaires from building and construction trade 
union representatives in southern Cal , fornia. In addition, 
we reviewed reports prepared by Labor and outside consultants 
on AOP, OJT, and apprenticeship programs. 
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CHAPTER 2 

EMPLOYMENT CHARACTERISTICS IN THE 

CONSTRU~TION INDUSTRY 

Ernploymen t cond it.ions i n the construction in-:lustry 
greatly affect AOP and National OJT programs. Availability 
of empl .:{ITlent is a crucial precondition to the success of 
these programs in fulfilling their i ntended objectives. Since 
these programs do not create j obs, they must place their par­
ticipants in available construction trade occupations. 

The construction industry has expe'r ienced a downturn in 
employrn~nt opport1.mities since 1970 . Construction workers 
have h~d a high rate of unemployment while tt~ number of in­
divid11als entering and completing construction trc::de appcen­
ticesuip proc;rams has declined. Despite these co~ditions, 
minorities in construction trade apprenticeships have in­
creased slightly since 1970, while the tctal nu~ber of ~inori­
ties entering the trades has declined at a lower rate. 

CONSTRUCTION UNEMPLOYMENT 
AND OUTLOOK ---

Employment opportunities i~ the construction trades have 
generally been declining in relation to the growth rate of 
the labor force since 1970. The proportion of these '-0rkers 
reached its lowest point in 1975 when less than 3.2 pe~cent 
of the labor force was employed in the construction 1:rades. 
As the trade's share of the labor force declined, unem?loyme nt 
increased. In 1975 the rate of unemployment .for all constr~c­
tion workers was aboP~ 18 percent, while it dropped in 1977 
to about 12 perce:nt. Construction unemployment rates since 
1973 are shown below. 

Year 

1973 
1Q74 
1975 
1976 
1977 (July) 

5 

Constr 1.:ction 
unemploym~nt 

rates 

(percent) 

8.8 
10.6 
18.1 
15.6 
12.1 
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Th~ ,\merican Ped~ r a t ion of Labor··Congress of Industrial 
Org:1n i z~!": i ons reported that the unemployrnen t rate in December 
19 76 in the following eight m~tropolitan areas ranged from 
15 t0 68 pe rcent for construction trades. 

Metro politan ar e a 

Baltimore, Maryland 
Chicago, Illinois 
Dallas, '!'exas 
Los Angeles, California 
New York, New York 
San Francisco, Cal ifornia 
Tampa, Florida 
Washington, D.C. 

Percen t of construction 
trade unernEloynent 

15 
31 
24 
15 
68 
30 
35 
23 

Dureau of Labor Statistics and other forecasts for the 
198Gs project only slight increases in the number of constri-c­
tion workers in comparison to the total labor force in the ~a­
ti~n•s economy. For example, in Los Angeles County, which 
ranks as one of the largest labor markets •n the Nation, the 
California Employment Service has projected a growth rate of 
8.3 uercent in the tota l work force between 1975 and 1980. 
Whil~ the construction ·:rades are expected to reverse the 
1970-75 downturn in ernpl,"lyment, the growth rate has been pro­
jected to be 4.~ percent or just mor~ tha~ half the over all 
rate anticipated. 

Some trades, such as carpenters , will have an overall 
decrease in craftsmen: whil~ others, sue~ as painters, plas­
terers, and operating engineers, are projecl~d to have only 
small increases. However, the employment levels of 1970 will 
not be reached in a11y of these uccupations by 1980. 

DECLINE !N APPRENTICES ------------ -- -------
High unemployment has also adversely affected t _he number 

of active apprentices in the construction industry. From 
1970 through 1975, the number of active apprentices nationwide 
declined about 14,000, or 5 percent, from about 280,000 to 
about 266,000. 

The Ca) if~rnia Division of Aoprenticeship Standards com­
pleted a stud ~ in 1975 of apprenticeship dropouts over the 
3-1/2-year pe~iod from January 1972 through June 1975. ~he 
study showed a dropout rate of more than 47 percent for con­
struction trade apprentices who began the program during 
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January through June 1972, while the rates for scrne ~aj or 
trades ringed from 7 pe~cent to more than 62 percent. Rea­
sons for these dropout rates were not included in the study, 
but according to one California research offic i al, une~ploy­
ment was a primary cause. 

In a May 1976 repo rt prepared for Labor on apprenticeship 
training, Kirschner Associates, Inc., stated tha !: :3ropouts 
from 1967 through 1974 ranged from JS to 46 percent among car­
penters, plasterers, cement masons, and p~inters. Kirschner 
also reported that for the same pe::-iod the proportion of 
beginning apprentices reaching journey;uar. stat us among thes?. 
trad~s was lower, ranging from 15 to 27 percent. Kirschner 
cited high unemployment in the construction industry as an 
important factor contributing to these outcomes. 

MINORITY REPRESENTATION 
IN CONSTRUCTION TRADES 
APPRENTICESHIP ---

Minorities t~presented about 7 percent of construction 
trade apprentices ~n l)G7. Data available from ~abor on 
minority apprentice .~ ir.rl icates that in 1970 mi11cr j ties held 
9 percent of the ava~lable training ·slots wi;:h the ratio 
increasing to 18 percent by 1976. The follo\ling inforrn:ation 
obtained from Labor illustrates the percent of mino~ities 
in sever 91 major apprenticeship-construction trades in 1976. 

Trade 

Selected occupational 
areas: 

Cement masons 
Plasterers 
Electricians 
Pl umbers 
Line erectors, light, and 

power 
Over al .I U.S. total 

Per:cen t of minority 
apprentice.ship 
part ic i pa tion 

in 1J76 

46 
38 
15 
14 

13 
18 

Even though the total number of active apprentices, as 
well a::: the nwn!:)er of beg inning appr _entices, has decreased 
since 1973, the ratio of minorities beginning apprenticeship 
nationwide increased slightly in rel3tion to the total number 
of new appre~tices as shown in the following table. 
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Total new New . minority 
Year ~e~~tice~ ~E.erentices; PE1:r;:er.t ----
1973 122,818 21,102 11. 7 _ 2 
1974 109,706 19,966 n13.2 
1975 a1,::;22 14,821 11 a_ 3 
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CRAFTER 3 

QUESTIONABLF._VALUE_OF_~ND 

LIMITED NE ED FOR ADP 

Conditions in the construction industry which promp~ed 
Labor to initiate the AOP concept i".l 1967 have changed 
significr.11:t.ly in recent y.=-ars. High unemployment, limit:d 
apprenticeship opportunities, r.ind a change in progra,~ 
emphasis raist · quel:'.tions as to the continued need fCJr the 
concept. 

The impact of AOP on increasi!1g minority accessions into 
construction apprenticeship is questionable because, during 
the 1974-75 period of declining opportunities, the proportio~ 
of minorities entering construction witho·.!t AOP assistance 
declined less than the proportion ~ith AC? assist3nce. Addi­
tionally, AOP-reported placements may have been overstated 
by as much as 27 percent by contractors counting, for example~ 
9ersons who never entered appr~nticeship or entered without 
AOP cotttractor assistance. The lack of Labor criteria for 
evaluating AOP performance contributed to this condition. 

Many A0P placements have been i~ the less skilled cori­
struction trades, such as cement masons, which have continued 
to have significant minority representation among apprenLices­
Thes~ placements are not advancing minority representation in 
the more s~illed trades, such as electrical and sheet metal, 
which have fewer minorities. In addition our interviews ~ith 
former AOP participants showed a hLgh unemployment rate among 
those reported a s placed. 

Specialized AOP services, such as tutoring, have a 
questionable benefit for improving participant apprentice-
ship and employment potential. Ma,1y individuals said they 
did not get one or nore of the tipe~ialized AOP services. 
Sixteen percent of trade union officials responding to our 
questionnaire felt that AOP participant~ were better qualified 
than other perso~s cc enter apprenticeship. 

After Labor changed the AOP placement focus in 1975 from 
construction apprenticeship to general job placement service, 
AOP contLactors placed more than 59 percent of their 1976 
reported placements outside apprenticeships. They have sub­
stantial dr~wbacks in this area, however, because th~y are 
now competing for placements and duplicating services pro­
vided by Labor's Employr.tent Service and other organizations. 
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Many .\OP placements are :i.n jobs, such as cock t=:aines. 
and janitors, paying less than beginning ao?rent ices~p 
wages. These placements a:::e costly; the cost per pla:ceme.-:::: 
was averaging nearl y · $1,000 more than if these ~rs·.:n?.s ha:.i 
been placed by the Employment Service. For appr ·:.ntic~shi~ 
placements, the Apprenticesh i p Information Cente=s ( A..ICs ) 
of the Employment Service are a less costly alternat:.ve 
which offer s virtually the same ~~rvices as AOP. 

LI~:~:~ IMPACT OF AOP ON 
MINORITY- ACCESSIONS I NTO 
CONSTRUCTION APPRENTIC:FSHIP - ·- -· ---------

Few statistics a r e a•,ai lable which accur atel'J' measur~ 
t;ie impact of AOP on minor .i ties in constructior, appre!nt.ice-­
ships. In an April 19"/6 repc:: :., Labor presented a li:mitea 
statistical analysis of AOP contractor performanc~ which 
showed that AOP placed about 37,300 apprentices in comstr~ 
tion trades nationwide from fiscal year 1967 throogh fiscaJ. 
yea.r 1975. Labor estimated that about 95 percent of -=.hese . 
individuals were minorities. The report also com?ared ADP-­
reported place,nents t ... , '1ationwide apprenticeship acce.3.Siom; 
in 1974. Labor concluCed, based on this comparison, '::bat 
AOP contractors placed 40 percent of all minoriti.?s ernterirg 
apprenticeships i~ 1974. 

Md king basir.ally the same comparison, we estimaterl tbr.t 
about 35 percent of reported minority apprentices in r:.cs 
Angeles County during 1974 and 1975 could have be'!n p~.acemRT.t~ 
made by the three AOP contractots operating in the coc:znty. 

Year 

1974 
1975 

Total 

Percent 
decline 
(1974-75) 

_ . ____ ____ --·-_Los Angeles County ___ _ 
Total AOP contractor 

minor i tie.:; reported 
entering · minority 

aeerenticeshiES Elac~~ent~ 

586 
490 

1,076 

16 

10 

220 
156 

376 -
29 

Perce~t AOF­
assi.sted 

~ace:ment.s 

:!-B 
:!2 
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Hcwever, as shown, AO ? con tr actor-ceported r.> i.nor i t:y 
placements in this ~ounty i n 1975 decreased oy al most 
29 percent frc.n 1974. Wh ile the total reported numcer of 
minor i ties er.tering appr€'r.ticeships was also do\-m, t_he 
overal l de~rease was only about half (16 percent) ' cf tha t 
related to AOP-repo::ted plcic ement s . This ir.dicatt?s that 
the percentage of minorities entering the construction tr 2des 
without AOP assistar::::e inc ::: eased in this county cur in<J tt,i5 
period ·of declining apprenticeship opportunities. 

Kirschner asked Labor a nd union officials tc indicate by 
a numbering system the rel Zt tive importance of var ious factors 
on increasing the pe rcentag e of minorities in the skilled 
trades. Replies froo these groups varied, but in general, 
the following factors were noted by order of importance 

--increased industry damand; 

--availability of Feder al apprenticeship support and 
funds; 

--voluntary union efforts; and 

--traditional union r ecruiting sources, such as laborers 
and relatives . 

AOP was considered le~s important than the above fou.r 
factors by many persons who were questioned. However, Labor 
and Employment Services officials agreed that AOP is an 
important influence. ~hen ~sked if the Employment Service 
and AOP were being used mo r e than previously as a source 
of new apprentices, a majoritr of Labor officials responde1 
affirmatively. 

AOP placements in 
~pprentic~~h1p ovr,rstated 

Based or. our followup interviews with former AOP par­
ticipants, it appears AOP contractors ha~e overstated, by 
about 27 percent, their performan~e in placing participants 
in apprenticeship programs. Labor is responsible for some 
of the inappropriateness of these AOP contractor-reported 
placements because it has not provided adequate criteria 
or promulgated minj~al standards setting the level of ser­
vices which must be provided by a contractor to warrant 
claiming an individual as assisted. 

To ascertain the extent and nature of services provided 
by AOP contractors, we selected 291 former AOP participants 
for interview from programs operated i~ California and 
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Maryland during contracr. years 1973 through 1975. 1/ Incorre~t 
phone r.umbers and adc r~s ses limited our sample to 94 former 
participants, of which 86 or 92 pe=cent were minorities. 
Of the 94 p~rtic1pants, 34 were reported as never being olacea 
by the AOP contractor ::: ; 9 were reported as being placed in 
general employment occupations; and 51 were repvrted as being 
placed in apprentice3hip pr ograms. 

Based on our interviews, 14 of the 51 reporte➔ rl apprentice­
ship placements had been improperly r~portea, as Jescribed 
below: 

Never heard of and/or never 
had contact with AOP 

Had casual contact with AOP 
before indentL -e 

Had casual contact with AOP 
after indenture 

Reported . as ind en tu red but 
neve: indenture~ • 

Total 

Some specific examples follow. 

Number 
incorrectly 

~~e~rted 

7 

3 

2 

2 

14 

--An individual passed union apprenticeship entrance 
•tests, was accepted with a union, and found a job. 
Lacking a vehicle, he sought an AOP contractor's 
help in obtaining transportation to his job site. 
AOP officials advised this ~ndividual that trans­
portation to job sites was not a service provided 
by AOP. The individual found his own transporta­
tion, and the ·AoP contractor subsequently counted 
the individual as an assisted indenture. 

1/We selected this period of AOP activity to obtain the 
most current persp·ective -of AOP impact on program 
participants entering const~uction apprenticeship--its 
original focus--prior to Labor's early 1975 change in 
placement focus. As discussed_ on page 2, AOP contrac­
tors had significantly techanneled their efforts fro~ 
construction apprenticeship general job placement by 
1976. (Seer,. 19.) • 
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- - Several ind iv idual s spoke br1.efly with an AOP contractor 
re9r esentati v ~ dur ing a t e st i nq session at a union. 
N~ fu rthe r co ntac t ' or di sc us sion cccurred between t he se 
ind i vid uals and the AOP contr actor representa~ive. 
~1ese individuals subseque ntly passed the union tests 
dnd we r e indentured wi th t he union. The AOP contractor 
co un ted t h~=~ indiv id ual s as a ssisted ;~dentures~ 

--An i nd ~~idua l was al re ady an apprent i ce wh~n an AOP 
cun ~~actor represe ntat i ve contacted him. Alth~ugh 
no as s i s tance was provid ed, the AOP contractor counted 
h:.m a s an assisted indenture. 

In d i scussing these cc<ses with AOP officials, they told 
us that unde: their contracts they can count any person as 
an a ssisted indenture who has had 'some con tact with the AOP 
contractor or representat i ve. AOP contractor o f ficials sa id 
that s i nce it is difficult to determine what circumstances 

-are actually responsible for an individual entering an appren­
ticeship · program, so the contractors are entitled to claim 
any individual who has any contact with the program or its 
representatives. This includes individuals who are already 
indentured with a union but who may require some assistance 
in finding a job or continuing in an apprenticeship program. 

One AOP contractor official asserted that if he gives a 
lecture before a group of students at a trade school on the 
services available from AOP, any 9erson in the class who 
e?entually becomes an apprentice can be counted under his 
contr act as an assisted indenture, even thouqh his only -in­
volvement with the student was the lecture. 

Other _type s of _inaepropriate 
placement c la i ms 

AOP contractors also claimed placement credit und,er their 
contracts for AOP participants placed in either Government­
financed programs, such as OJT, or other Government programs 
operated by outside organizations. For ~'(ample, · in Los 
Angel(..s. two AOP contractors also had conti:ac ·:s with either 

' or both the City of Los Angeles and Los AngE:!. :·~ County under 
title I of CETA for OJT and general job placement. While 
reviewing the files of reported placements at these two con­
tractors, we found six cases where they had reported placing 
individuals in these other Government-financed prograns as 
ADP-assisted indentures. In addition, another AOP contractor 
placed participants in the Journeyman Outreach 'l'raining Pro­
gram funded by Labor unde r title III and reported them as 
assisted indentures. 
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Labor official s advised us that these plac~wents are 
~llcwable under A0P contracts. We believe that these place­
ments should not be coun ted because 

--these i11dividua~s are report~d by.each pro<Jram, wh ich 
resul t.s ir. do 1.;f~le counting and an overstated number 
of individuals pla~eci by theae programs; 

--the Federal Gc•.ernr.1er1t is payinq two organization:., for 
the same rer.witment service; a~d 

--1f thes~ types of activities art' reported by AOP, t hey 
SQCuld be rep0rted as referrals, not placements. 

Hi9h_unemelo~ent __ among AOP 
contractor elacemen,s 

Our follo .. -up inter·,iews 11ith former AOP part:icipants 
also showed relatively high un~mployment amon~ those reported 
as placed. Of 37 !/ repo:ted AOP placements in apprenticeship 

. programs, 20 (54 percent) were unemployed when. we contacted 
them during July tc Sep~ember 1976. Length .of unemoloyment 
for the 20 AOP reported placements is shown belo~: • 

Persons ir.terviewed 
PPriod __ unemeloled Number Percent ----- ·----
LP.SS than l month· 6 30 
1 to 2 month::; 
2 to 4 months 4 20 
4 to 6 mooths 1 5 
6 to 12 -months 5 25 
] year or more 2 10 
:;ot indicated 2 1 (l 

Total 20 100 - --
As shown, of the unemployed participants, about 35 per­

cent had been unemployed for longer than 6 months--10 percen~ 
for a year or longer. Some participants commented that: 

--AOP conttactors continue to place mor~ people into 
the tradEs when the current apprentices cannot get 
work. 

1/The 37 persons represent remaining individuals after 
- eliminating the 14 inappropriate apprenticeship claims 

described on page 12. 
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--The y have to leav e appr~nticeship progra~s because 
there i s, - wor~. 

--They only worked 3 months out of the year due to 
unempl oymen t.--leav ing an apprc.n tice ship program. 

&esides che 37 iPdividuals assistel i~to construction 
apprenticeship progra~s, 9 were pl ace~ 1n gen~ral jobs by 
AOF contractors. Of the nine , five were unempl oyed at the 
tiffie of our intervie~--two f~r more than 1 year . 

M~NY AOP PLACEMENTS NOT hDVANCI~G MINORITY 
KEPRES E:~TATION IN APPRENT~CESHIP- --
IN MORE-SKILLED TRADES -----

Primary objectives of the AOP concept have been to re­
:ru \ t, tutor, counsel, and refer qualified ~inorities to the 
more skilled con,;tr uctior, trades, such as electrical, oltnnb­
ing, and mechan1cal, becnuse these trades had lower mino~ity 
representation and required new apprentices to have more 
skills 3nd kno•,ledge than tcades such as cement masons, 
plasterers, and painters . 

Ove: 60 percent of AOP contractor-reported pla~ements 
nationwi~e 1uring the 1967-75 period were in the leus skilled 
trades, s~ch as the cement ~azons, bricklayers, painters, and 
plasterers: many of these continue to ha7e significant minor­
ity representation among apprentices. For ·exa~ple, minorities 
made up aboJt 46 percent of cement mason apprentices from 
1973-75. Placements in the more skilled constr~ction tr3des, 
such as electrical, ironworkers. 3heet metal, and pipe trades, 
which have fewer minorities, comprised only about 35 percent 
of AOP contractor activity. 

QUESTIONABLE BENEFIT OF SPECIALIZED 
AOP SERVICESFOR IMPROVING PARTICIPANT 
APPRENTICESHIP AND EMPLOYMENT POTENTIAL 

The design of AOP provides for certain services which 
have been emphasized as major benefits of this concept of 
encouraging minorities to enter the skilled construction 
trad~ apprenticeship programs. These services, as described 
in Labor policy statements, are re~ruiting and co~~unity 
outreach: tutoring in mathematical s~ills and spatial rela­
tionships to pass apprenticeship entrunce examinations, oral 
interviews, and dexterity tests; g i ving practice tests; coun­
seling on work in the construction industry and its oppor­
tuniti~s; preparing apprenticeship applications and related 
docQ~ents; referring persuns to unions for apprenticeship 
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positions or other jobs; and checking on the pa rticipants' 
prosress after placement. 

From our review of six AOP ~ontractors, the follov1~g 
represents the pattern of services yenerally zvail able ~o 
a particip~- t by AOP under ideal conditions (i.e., i~ t he 
contractors ,>rovided each individual with complete a.:.'ld eaual 
assistance): 

--Individual completes an application form listing per­
sonal information and previous work experience. He 
may also complete a si~ple mat~ test. 

--The individual then ha~ an interview with a counselor 
discussing the individual's trade preferences and 
what is expected and required of apprentices in con­
struction trades, including necessary paperwork to · 
apply for apprentlceship. 

--At this point, the individual may be given soane ~retests 
in math if he was not tested before the interv~ew, b ~ t 
generally if he is interested in a trade h~ is referc~d 
either to tutoring classes in the evenings or directl y 
to unions. 

--At the tutoring sess ions, a tutor either tests or cu~ s­
tions the individual on his math ability. If t he ir.­
dividual needs math tutoring to pass t he appr-enticesh jp 
entrance tests, he is encouraged to attend aooit :.~na.:J.. 
math tutoring s~ssions. These sessions ar~ a-esiqned 
to teach the individual enough math to pass t.he ap-· 
prenticeship entrance tests and may also include g~id­
ance in paseing oral interviews, dexterity tests, anci 
other qualifying requirements as appropriate for the 
targeted apprenticeship program. 

--When the individual's math skill has improved suffi­
ciently or when he does not want to attend fc.urther 
tutoring, he i~ referred to the ttade union to apply 
for apprenticeship. 

--If an individual fails to qualify for one or more 
union apprenticeship programs, he may reenter tutor­
ing or be referred to other unions until he becomes 
an apprentice or withdraws from the AOP progira'.!I.. 
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According to Labor and AOP contrar.tors, the tutori.ng 
service is one of the most beneficial aspects o f the AGP 
program. This service is a prime component that distimguish=s 
AOP s ervices trom other programs or agencies involved with 
apprenticeship placer.tent, such as State employment services 
and other community organizations. 

Limited effectiveness o_!_tutori!!_g 
prov!9~d by AOP contractors 

We examined the records of 1,349 individuals tutored by 
3 AOP contractors in southern California :rom October 1972 
through December 1975 and fcund that only about 12 percent 
(158) entered construction apprenticeship pro~£ams or were 
placed in other employment. The other 88 percent were placed 
in unrelated construction trades or other employment. 

Of the 158 -.·.utored placements, 137 were placed in ap­
prenticeship programs and ~he other 21 were placed i'n aEeas 
of employment unrelated to the construction trades. 

The number of tutoring sessions attended by the 137 
individuals follows: 

Percent 
Number of Per sons attended 
sessions attended (!!_Ot~_~) ------

l 34 25 
2-4 35 25 
5-6 16 12 
7-9 12 9 
l!J-15 15 11 
16 and over 25 18 

Total 137 100 

~/Figures rounded. 

As shown, 69 (50 p~rcent) of the individualB placed in a~­
prenticeship programs attended 4 or f~wer tutoring sessions. 
Our analysis also showed that 20 individuals (15 percent) 
entered apprenticeship programs for which no entrance tests 
were required. Of the 54 individuals entering a skilled 
trade, such as electrician, sheet metal, plumbing, and s~r­
veying, 28 (52 percent) atte~1ed l to 4 tutoring sessions, 
whereas 15 (27 percent) att~nded ody one session. B~sea 
on these results, it appears that many AOP participants vere 
placed after attending only a few tutoring sessio~s. 
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About 20 percent indicated tna t they we re unfa i rly referred 
to unions . where no opportun i ties exis~ed for apprenticeships. 

To ascP.rtain union o pin i on of AOP participants, ~e sent 
guestlonnaires to about ]50 t tade union offic ials i n southern 
Californi~. Of the ~05 responses, 58 (55 perGent) indicated 
that AOP c&ndidates were as qualified to begin apprent i cesh i p 
as other persons. SiAteen (15 percent) thought AOP contracttr 
referrals were better qualif i ed to enter apprenticeship, while • 
10 (9.5 percent) i.ndicated that they were less qua,lified to 
start apprenticeship. The ·other 21 expressed no opinion. 

Only thi.ee of the former AOP participante intervie'Wed in­
dicated that AOP officials directly recruited or referred them 
to the program. The primary way former AOP participants cam~ 
to AOP was by walking in off the street. AOP contractor off i ­
cials told us that outreach activiti~s have been curtailed in 
recent years; therefore, many participants come from other 
so~rces. According to these officials, it is impractical to 
recruit many people and that it would only cause false hope 
and frustration for those recruited when limited employment 
opportunities exist. 

AOP CONTRACTORS qAVE 
SUBSTANTIAL DRAWBACKS FOR 
GENERAL JOB PLACEMENT 

Because of limited opportunities in the construction in­
dustry in 1974, Labor revised the placement focus of hOP in 
March 1975 to permit AOP contractors to claim nonconstruction 
apprenticeship place~ents and placements in generally high­
paying jobs under their contracts. Labor officials saia they 
felt that the AOP concept was in jeopardy since many ~OP con­
tractors had extreme difficulty in finding enough apprentice­
ship openings to satisfy contract goals. 

However, Labor failed to provide contractors with ade­
quate guidelines and criteria covering this new area of re­
sponsibility. For example, Labor did not provide an adequate 
definition of, or wages considered appropriate for, high­
paytng jobs. 

As a result of this change in AOP placement focus, AOP 
contractors have emerged as general job-placement services. 
Over 36 percent of all AOP contractor-reported placements in 
1975 were in general nonconstruction employment, while in 1976 
59 percent of all reported placements were in these general 
job areas. A number of problems which resulted from this 
change are discussed on the next page. 
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AOP__E_~El i~~~es a nd comE~~es 
wi!_h the Empl~ment Servic~ 

It appears that the change in AOP placement emphasis 
• caused AG? cortractors to duplicate service s provided by, 

and to compete for placements with, the Employiuent Service. 

The main purpose of the federally s:1pported employment 
service, operating in about 2,400 locations nationwide, is • 
to serve as a labor exchange bet\Jeen persons seeking ~rk ano 
employers with available jobs. Jobs listed and filled by the 
Employment Service range from positions paying the minimum 
wage to higher paying salaried occupations r~c;uicing a colleg= 
education. 

In the Los Angeles area, the California e~ployment 
service has 32 offices throughout the metropolitan area. 
Twenty-five of the offices have outreach services which con­
sist of visiting high schools, setting up job fairs, and othe1 
similar functiJns. Each outreach office has trained 9ploy­
ment counselors who work ~ith clients to arrange an employmen= 
profile and find ·suitable work. 

According to Labor and AOP contractor officials, the 
qualities that separate AOP contractor and employ.ment. service 
activities are the unique and special efforts AOP contractors 
provide in placing minorities in high-paying jobs which they 
believed are traditionally unavailable thcough the employment 
service. AOP contractors said they can overcome this obstacl~ 
by concentrating staff and resources more fully on developing 
jobs for minorities than is possible by the employment servic =:: 
or other employment source. 

we received questionnaires from 13 employers who hired 
a total of (1 AOP participants in 1975 and 1976 from 3 AOP 
contractors in the Los Angeles area. These employers vere 
specifically selected by the AOP contractors for our followup. 
The type of jobs and wages paid follow: 
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Positions 

Cook trainees 
Sewi ng machine operator 
Trash ar.d disposal truck 

driver 
Salesman 
Carrier service dr i ve, 
Factory office posit ion 
Clerical 
Machinist 
Package handl 12. r 
Airline food service 
Machinist inspector 
Assistant machine operator 
Technician trainee 
Not indicated 

Total 

Number of 
e..!:.acem~~t s 

3 , ... 

3 
2 
7 
2 
7 
1 
~ 

4 
1 
1 
3 
1 
5 

41 

~/Minimum wage at ti~e of placement. 

P.our l y 
waae __ ...._ 

a/$2.10 
- 2.45 

3.Q)Q 
3. O;O 
3. 29 
3.15 
3 . 7 8 
4.19 
4.55 
4 . .57 
5.GO 
5.40 
6.25 

Over 69 pel·cent of the jobs filled (excluding the five 
jobs for which r.o wage data was available) by AOP contractc~s 
paid less than $3.80 an hour. Three of these Jobs werf for a fast fo od outlet which paid the then-minimum wag~ of $2. 20 
an hour. The minimum construction- trade apprenticeship wages 
in December of 1975 and -1976 in Los Angeles were $4.50 and 
$4.70 an hour, respectively. 

No particular reason 
_for_hirin9-from AOP 

When we asked these employers why AOP participants were 
hired, only 4 of the 13 indicated it was to help meet minorit~ 
hiring goals. Of the remaining employers, five saw AOP par­
ticipants as just another source of employees, two saw them as 
being a community service, and two said because their for'!illec 
empioyees now work for the AOP contractor. In addition, 3 of 
the 13 employers had significant minority representation anong 
their employees: one had over 84 _percent minority, another 
60 percent, and the third, 39 percent. Eleven of the em­
ployers used other sources, including the employment service, 
to obtain employees. Only four indicated that the e»pQoyime:it 
service did not respond to their employment needs. 
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Only one employer cited specific assistance fr.cm 
the AOP contractor as instrumental in his hiring one AOP 
participant. The AOP contractor helped tl:is individual 
'pass a typing test. 

Nationwide AOP placements 
!~ low:E~ing_iqbs 

To ascertain whether southern California AOP contractor 
general job placements were unique, we analyzed reports sub­
mitted by 36 AOP contractors nationwide. We found similar 
placement results by all 36 AOP contractors in that general 
job placements were frequently in Lather low-skilled occupa­
tions. For example, a Memphis AOP contractor reportedly 
placed abot '. t 11 percent ( 15) of its 131 reported placements 
as laburers: a Seattle AOP contractor reported aboot 48 per­
cent (14) of its 29 placem~nts as laborers; and a Chicago AOP 
contractor reported about 12 percent (8) of its 64 reported 
placements as laborers. Generally, low-paying jobs incluced 
such occupations as janitors, nurses aides, busboys, and re­
cord clerks. Consequently, AOP contractors nationwide have 
generally placed participants in the same types of jobs as 
southern California AOP contractccs. 

According to an official from the Urban Leagu~•s national 
headquarters, an organization that subcontracts AOP projects 
2round the Nation, AOP contractors should not be involved witb 
general job placements because other organizations, such as t:te 
State employment services, are involved in these areas. Be 
said that, as a result, AOP contractors duplicate the services 
offered by these orga~izations and AOP contractors should only 
place participants in apprenticeship positions. ~..lso, he ad­
vised us that many AOP contractors are ~~ceiving fonding from 
other sources for general job placement and OJT. The Los 
Ang~les Urban League office received over $2.5 million in CETA 
title I funding from the prime sponsor fo.· OJT and general. 
job placement from June 1973 through May 1976, in addition 
to funds for AOP activities. 

No _E.!_acement cr~it criteria 
for duration of J.2bS 

Labor has not established any length of employment cr-i­
ter ia for AOP contractor placements before the c~n~ractors 
can claim placement credit under their coritract3. No safe­
guard exists which pre=ludes AOP contractors from claimin~ 
placement credit for an AOP participant who works less than 
1 day or other short periods. 
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1\s sho..m below, the lac;.. o f dur a 1: ion-of-job er i t:er ia ca::i 
re~ult in misleadin1 r:aceme~ t data. Si x of 13 employers we 
contacted in Septer.iber 1976 i;,rovided us with information on 
th~ current employment stc.tu s of 15 forll'.er AOP participan!:s 
hired dur i ng 1975 and 1976. ~leven (73 percent) were no 
lo nger working where the y were fir~t hited. One employer 
reported that his rlOP referrals \·ere onl y on the job for a 
f ew days. Por exampl~, two of th : ee participants at a fast 
food restaurant quit their new jobs; at a local manufactll!"ing 
plant, one of two left; and ' at a local refuse collection serv­
ice all three participants had quit_ their jobs ,dth;n 2 days. 

AOP PLACEMENTS A1'E COSTLY 

Based or. the ratio of €xpenditures to reported placerents, 
the aver .-1ge Cl)St for AOP projects nationwide from 1970-76 was 
$1,548. 'i'he table belo•i, shows the average per-placesaent cost 
for AOP proJects . nationwide since 1973. 

Year 

1973 
1974 
1975 
1976 

Average annual 
placement costs 

$1,177 
1,575 
1,521 
1,516 

These costs st1astantially exceeded the average place.aent co!:t~ 
of public and private employment services, including other 
activities such as apprenticeship information centers (see 
pp. 24 to 25), which cone en tra te on apprenticeship placements. 

The overall per-placement cost for the State e~ployment 
services across the country in 1974 averaged $158. Califor­
nia's employment service cost averaged about $li0 a placeaent 
in 1975. Also, p~ivate employment services are less expensive 
than AOP projects for many place~ents. For example, one Los 
A~geles private employment service, jpecializing in placing 
minorities, charges 70 percent of the first month's salary 
for .cl.er ical positions, 10 percent of the annual salary for 
technical type positions, and 1 percent per thousand dollars 
of annual salary up to a maximum of 25 percent of salary for 
prvfessional positi~ns, such as engineers; accountants, a:x:Ji­
tors, and data processing specialists. Service officials 
advised us that discounts based ·on volume placements are 
available which would reduce these charges. 
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AIC officia ls indicated that the lower AIC average place­
ment cost could possibly relate to the smaller staffs AICs 
carry compared to AOP contractors. Each AIC office genera:ly 
has a director, a professional counselor or trade specialist, 
ann ~ secretary. But the three AOP contractors we visited 1r. 

southern California had an average of about six staff members 
involved in placement. Based upon the 1973-75 contract 
goals for these AOP contractors, each AOP placement official 
was responsible for about 25 placements a year or abo~t 
1 every 2 weeks. 

AIC officials also advised us that AOP projects duplicate 
their services and they compete directly for apprentices in 
cities where both are operational. This issue was also dis­
cussed in Labor's 1976 AOP report. One researcher categorized 
the relationship between AOPs and AICs as strained and l~ading 
to competition r~ther than coordination and cooperation. Bo~­
ever, one AIC we contacted refers minority and women appli­
cants to the local AOP. In another case, both AIC and AOP 
count as a placement the referral of a person by AIC to AOP 
when he gets a job. 

CONCLUSIONS 

Conditions whi~h existed when Labor established a~d began 
fundiug apprenticeship outreach projects have substantially 
changed since 1967. Since AOP does not create jobs, its 
viability depends on the availability of jobs in construction. 

Labor authorized the change in AOP placement emphasis in 
1975 from apprenticeship to general jobs to reflect the changed 
conditions in the constr uction industry. The substantial 
policy shift underlines a more serious gu_estion, which Labor . 
did not adequately consider, concerning the continued need for 
AOP. If a critical need exists for the ~OP concept, it is 
not reflected in AOP contractor placement activity since . more 
than half of the reported placements in 1976 were in nonap­
pren ~iceship jobs. The area of concern that originally gave 
birth to the concept has become secondary. 

'.rhe matters discussed in this chapter highlight serious 
weaknesses and prcblems in the operation of AOP projects. 
When viewed collectively, these problems and weaknesses 
either justify eliminating the AOP concept or at least sub­
st~ntitally improving and redir.ecting its effort and focus. 

In our opinion, the follow ' ng conditions must be met 
in order for Labor to determine that a need exists to 
continue AOP in apprenticeship trad~s: 
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, - - Sk~ lled rna~power shortages exist. 

--Employment outlook is favorable. 

~-Minority representation is low. 

--Ot her l ess costly employee sources are not operating 
to sup~ly apprentice candidates. 

If Labor de~ides to continue the AOP concept, we believ~ 
it should be redirected to apprenticeship only and adequate 
c r iteria should be established for AOP contract~r performance 
and the extent of services required because of 

--misrepresented and overstated performance, 

--placement credit claimed for referrals to other 
federally funded programs which resulted in counting 
participants twice, and 

--credit claimed for placements in short-term, minimum­
skill, low-wage jobs paying significantly less than 
beginning construction .apprentice jobs. 

Labor should act to eliminate AOP overlap and duplic~ticn 
~ith other apprenticeship and general employment services 
available at less cost. Labor should also consider the ac­
tivit ie s of prime spo·nsors operating programs under title I 
of CETA. 

RECOMMl:NDATIO~S 

We recommend that the Secretary of Labor eliminate t.he 
AOP ~oncept in favor of less costly alternatives. !f the 
Secretary determines that a need exists for AOP, we recommend 
that its operations be significantly improved by 

--redirecting the AOP focus back t.o apprenticeship only 
and 

--establishing effective criteria for contractor per­
formance to 

--include the degree and level of services necessary 
to support placement credit claims, 

--include minimum wage levels or description of 
suitable jobs as well as length of employment 
to warrant olacement credit under contracts, and 
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--eli.:nir.att: pl.icemen:: credit for participc1nts 
referred to other federally supported programs 
or placed in trades and employment areas 
already having significant minority 
representation. 

AGENCY COMMENTS AND OUR EVALUATION 

In response to our September 30. 1977, request for com­
ments, Labor in a Dec ember 22, 197;, letter (see app. I) dis­
agreed with our recommendation that the Secretary eliminate 
the AOP concept in favor of less costly alternatives. Labor 
said that, al though the Secretary has determined that AOP is 
needed, it generally agreed with our recommendations for im­
proving operations. 

Labor's chief arguments to retain AOP are summarized 
below: 

--Action is being ta~~n to strengthen and expand appren­
ticeship ~raining. 

--Labor continues to believe that AOP helps tar~et group 
individuals overcome artificial barriers to jobs by 
p~oviding special services to job seekers. 

--Flexibility to chan~e its target clientele and the 
occupations it seek to penetrate has enabled adapta­
tions to AOP' s or i< ,1al, more limit~d scope. 

--Plans are being made to more vigorously enforce equal 
employment opportunity through Labor's Office· of Fed­
eral Contract Com~liance Programs, and AOP will help 
place torgeted . individuals in job openings thus 
created. 

--Labor d:es not believe AICs can functior as an alter­
native to AOPs. 

Labor also maintains that AOP's great success in performing 
its prima=Y role has been thoroughly docwnented. 

We believe the facts pre~ented in this report speak for 
themselves. If the AOP concept is to be the viable program 
that Labor envisions, substantial management improvements will 
be ne~~ci. Labor states that a high degree of success for AOP 
has been ::horoughly documented and this report refers to 
various studies that have been performed. Generally, these 
studies polnt out some of the same management weaknesses 
which we found and which are so critical in implementing an 
effective program. 
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Labor's comments i ndicate that AOP is not limited to the 
cor.struction industry. A3 s~ated on page l, this report 
deal~ with AOP as it relates to the minority gcoup skilled 
trades program. The report clearly spells o~t that the 
focus of the AOP has been expanded to additional occupations, 
including nonapprenticeship positions. It is this expanded 
focus that led Labor's Bureau of Aoprenticeship and Training 
in 1975 to discontin ue certifying AG place~e~ts because AOP 
contractors were not d evoti nq their pr i ~ary efforts to aopren­
ticeship placements. Based on the poor performance found, we 
believe that Labor must determine that the soecific ccnd•tions 
li s ted in the conclusions to this chapter are met before con­
tinuing to fund AOP. 

We share Labor's concern that the number of apprentice­
ship openings for women and minoritie~ be increase-:J. But this 
must be done in occupations in which jobs will be obtained. 
Otherwise, Federal funds are being used ineffectively. 

We suggested that AICs might be a l~wer cost alternative 
to AOP. This suggestion was based on specific observations 
that ACP often does not provide notably more services tnan 
AIC, yet has a much higher cost per 9lacement. The estab­
lished network of 2,400 employ:nent service offices and 
450 CETA prime spor.sors should also be considered as alter­
natives, since these or9anizations serve many target grouPsr 
including minorities and women. Otherwise~ a costly duplica­
t i on of services could result. 

Labor also auestioned the scope of our review, notinq 
that we examined only 6 of 98 AOP projects and concentrated 
on the construction industry (where pronounced regional dif­
ferences are the case). First, much of our work was done in 
so~thern California because that area is not as greatly af­
fected by seasonal var fations as many other parts of the 
country. This is a key consideration regarding employment 
opportunities in the construction industry. Second, our 
work includes analysis of nationwide data, and ~e found no 
reason to believe that the detailed data developed would 
not reflect generally prevailing conditions. Finally, we 
ad,,it that the possibility of successful projects exists in 
some areas. But, because of inadequate management by the 
Department of Labor, we believe that any successful prograffl 
could not be attributable to reasonably effective program 
control. 

Labor partly agreed with our recommendation to improve 
the program by redirecting AOP's focus back into a.ppr.entice­
ship only. Labor stated that AOP should focus mainly, but 
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n~t solely, on apprenticeable jobs. Labor maintains that 
AOP should retain the flexibility to claim placemenr er lit 
for finding jobs that pay well . To this end, L3bor stat~d 
that it has issued g~idelines that -direct AOP sponsors to 
emphasize apprenticeable occupations, but allow placement 
credit for jobs in which ,tarting pay is $5 an hour or more. 
Thi£: figure lr(ill be ad j usted to reflect changes in "'orker 
income levels. Since AOP was set up to serve apprenticeship 
positions, we believe that opening up the program to genEcr3l 
job placPment, even for jobs at relatively high wages, could 
result in the program competing with the many other Labor • 
placement efforts undet· ta.ken through CETA prime sponsors and 
the U.S. Employment Service. 

Labor generally agreed with our recommendation to estab­
lish effective criteria for measuring contractor performance. 
It agreed to issue clear guidelines soon regarding the level 
of services that must be provided to an individual before an 
AOP contractoc may count that individual as being placed 
through its project. Labor also has acted to allow placement 
credit by AOP contractors only for certain types of jobs. 
Also, Labor agreed to eliminate loopholes that give placement 
credit for referring program participants to other federally 
supported programs. This action should improve program 
operations. 

Labor disagreed · w1tn two specific points in our recom­
mendation . Fiest, it said that the recommendation regarding 
the establishment of criteria for length of time ai, individ­
ual must remain in a job befcre being counted as pla½ed could 
not be adopted. Labor said that, although this idea has 
merit, adopting it would create an unfair ir.consistency 
between AOP reporting and reporting systems for other CETA 
programs and for the Employment Service network. However, 
Labor said it was giving serious consideration to new ~rogram 
guidelines that would require AOP sponsors to provide followup 
services ~o clients for up to 12 months after placement. 

We would :ike to make it clear that the recommendation 
is directed towa:d making length of employment one criterion 
on which to requ1re contractor performance. Contractors 
&hould be required to have program participants placed in 
apprenticeship for a reasonable period of time before being 
allowed to claim a placement. Otherwise, Placement statis­
tics on contractor performance could continue to be inflated 
as shown by our review. We are not advocatinq a ~ew, highly 
sophisticated reporti~g system, but rather the collection of 
meaningful performance data. 
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Second, Labor disagreed that placement credit should be 
eliminated for those plac·ed in trades and employment areas 
al r eady having significant minority representation. Labor 
=l a ims that, contrary to national data, underrepresentation 
by minorities in some trades remains a problem in m1any local 
areas and that guidelines would need to account for each 
local situation. 

Labor's position appears to lack ~erit. When a national 
program is established under C~TA and this program is aimed 
at certain target groups, it would seem that, with the limited 
resources available, Labor would want to concentrate them 
where they would do the most good. In the construction in­
dustry, the higher paying positions are in the skilled trades 
and it is these trades that appear to have the lowest percent­
age of minorities. There is nothing in our recommendation to 
prevent Labor from making exceptions to the overall policy 
when contractors can demonstrate a valid need for placements 
in occupations at the local level that show a high represen­
tation of minorities nationally. But this technique would 
require much more active management by Labor than we found 
during our review. 
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CHAPTER 4 

NEED TO REEVALUATE AND REDIRECT 

NATIONAL OJT PROGRAMS 

The National OJT Program should provide underemployed, 
unemployed, and economically disadvantaged persons ~ith job 
training in fields that have good employment prospects and 
assist target groups in developing their occupational poten­
tial a.nd in obtaining employment. 

' -· 
In many respects, Labor's funding of National OJT is 

not fulfilling these stated objectives. High unemployment 
in the construction industry caused problems in OJT Place­
ments and many of the individuals we interviewed in i976 who 
had been placed were no long~r employed in their trade or, 
in some cases, employed at all. Over half the former OJT 
participants we interviewed at one subcontractor said they 
were not aware of any on-the-job training to be give~ to tbe~. 

National OJT funds have been used by their local sub­
contractors to support their regular apprenticeship systems 
in lieu of using their own apprenticeship or other funds ; 
Many OJT trainees have been taken from regular apprentice 
labor pools, such as union apprenticeship waiting lists, 
rather than from target groups uninvolved in the construction 
trades. 

The impact of National OJT on increasing minorities--
a special emphasis category--ir. the construction trades is 
questionable; three of the five contractors we reviewed rep­
resented trades with consistently large increases in minority 
representation. The other two trades had limited success in 
increasing minority participation. 

Three of the five National OJT contractors we reviewed 
had exaggerated or overstated the need for new apprentices 
beyond the actual employment situation in their respective 
irades. The other two did not include data showing any · need 
for OJT in their proposals. Labor funded all of them. 

Major por t ions of National OJT funds supported adminis­
trative functions of the contractors rather than training 
participants. About 34 percent of the five National OJT 
contractors' funding we reviewed was used to support head­
quarters and regional staffs, as well as their associated 
benefits and other expenses. 
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FORMER PARTICIPANTS 
VOICE PLACEMENT PROBLEMS ------- - -------

Because Labor does not have available data from fcllowuo 
studies that would indicate the effect of National OJT beyond 
the initial job placement, we interviewed 96 former National 
OJT participants to secure the results of National OJT train­
ing. We obtained the names of enrollees in apprenticeship 
programs from the Joint Apprenticeship Committ~es of the 
f:ve organizations listed on page 4. , 

Construction-related National OJT is either conducted 
in basi·c OJT or .coupled OJT. In basic OJT the trainee t;,egins 
with on-the-job training and he may attend further evening 
sessions. Coupled OJT includes services and training, such as 
classroom instruction, before beginning on-the-job training. 

Thirty-four percent of the 90 former National OJT partici­
pants interviewed were available for placement (6 individuals 
were unavailable for placement) at the end of the training 
but they never found a job. These individuals were interviewed 
during July to September 1976 in southern California and Mary­
land. Because they never found a job, they could not acquire 
on-the-job training even though they had completed ·preappren­
ticeship classroom training. These participants attended 
training during 1975 and 19.76 in local projects operated by 
subcontractors we reviewed. This is shown in the following 
table, which presents a tabulation by National OJT contrac-
tors of the number of persons whom we interviewed that had 
not obtained skill-related employrr,ent. 

Number • Number Percent 
Trade interviewed !:!Ot_E!~£ed !:!2~_Elaced --- ---------

Painter/dry wall 31 20 65 
Carpenter 22 7 32 
Plasterer 11 2 18 
Tool and die 10 l 10 
Bricklayer 9 1 11 
Cement mason (note cl) 7 

Total ~/90 31 34 

~/Basic OJT o'n~y. 

b/Six individuals were not included because they were un­
available for placement after preapprenticeship training 
due to personal matters beyond the control of the program 
operators. 
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'l'he followL1g ta:ile shows th-e individ•Jals' reasons for 
not being placed on a job . • 

Rezson 

No jobs availabl e 
Program people did not 

try to place bi~ 
Found other wor~ 
Tran3portation problem 
Other i::easons 

~/Percentages are rounded . 

Overall pE:rcent 
(~~tc aJ 

50 

25 
5 
5 

15 

Local contractor officials expla i ned that jobs could 
not be found for trainees primarily due to high unemployment. 
One local union official said that when their OJT project was 
fir.st started in January 1976, the local union doubted if 
more than a few participants would ever be placed. As it 
turn~ out, employment opportunities increased during the 
cl~ssroom instruction period whic~ allowed placing several 
of their participants . 

Those who were initia1ly placed also had prob:ems, as 
indicated by the fact that 17 of the 59 individuals placed 
in jobs were unemployed at the ti.Jlne of our contact. 

On the other hand, 37 out of the 42 former OJT partici­
pants who .were employed at the tinne of our contact felt that 
OJT training had been instrumental in their jobs. However, 
only about 61 percent of these participants were working in 
training-related trades at the ti.nne of our interviews. Many 
of the participants in other occupations indicated that high 
unew?loyment in their trade forced them to find other jobs. 

In its May 1976 report to Labor, Kirschner identified 
enrollee placement as a major problem confronting Labor's 
construction-related OJT prograic. Of the five programs 
Kirschner surveyed (carpenters, cement masons, bricklayers, 
painters, and ho;ttebuilders), all, had experienced severe 
placement problems. Kir.schner's followup contacts with 
enrollees in these programs indicat~d that they had been 
misled into believing jobs YOuld be available to them, some 
of whom said: "They should tell you right from the start 
how hard it is to find jobs.• Similarly, the participants 
expressed a common feeling that programs were initiated 
irresponsibly, that •apprentices should only be trained 
when there is work," and •before classes, the union should 
check with contractors to se2 how many people will be -needed." 
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LIMI TED TRAINING PROVIC2D 

Each of the five National OJT contracts we reviewed had 
provisions describing the responsibilities and duties of Pro­
gr am coordinato r s at the local level in providing classroom 
instruction and supervising trainees while on the job . Over 
40 percent of Na tional OJT funding for these five contrac ts 
i n 1976 was to support the activities of these coordinators. 

Over 41 perce~,t ( L4) of the 59 former OJT parlicipar.ts 
who were placed in jobs to complete their OJT ttaining said 
that they were ~naware of or did not receive training from 
these local program coordinators. Of the rem2ining 35 par­
ticipants who were aware of training, 

--63 percent (22) indicated they learned a great d~al 
from on-the-job traininif by these coor~inators, 

... -21 percent (7) indicated they received 1-ittle from 
this training, 

-~11 percerit (4) indicated they did not learn anything 
from it, and 

--5 p~rcent (2) expressed no opinion. 

One 197b contractor stated that "this kind cf training 
is probably operating at a more effective level now than ever 
before." However, over half the · former OJT participants we 
interviewed from one of the local subcontractors to this con­
tr~ctor told us they we l~ never given on-the-job training or 
were even aware of the program's obligation to provide such 
training. 

Local OJT project officials said that coordinators spend 
a great amount of their time · locating jobs for the next group 
of trainees so that th~y will be able to complete the on-the­
job training phase. As a result, coordinators have less time 
available to spend with current OJT trainees. 

Kirschner reported that some participants were dis­
satisfied witli the quality of their job assignments as learn­
ing experiences because they were not allowed to de~elo~ the 
variety of skills necessary to become competent craftsmen. 
This was a direct reflection of the lack of job counseling • 
particioants received from coordinators. 

Kirschner also reported that OJT coordi~ators oid not 
adequately . fulfill their instructional responsibilities wit~ 
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OJT participants, especially whil e participants we re on the 
job. Less than 50 percent of OJT participants reported 
monthly contact with coordinators. 

Kirschner's statisti~s also showed that regular contact 
with OJT coordinators occurred only about 11 percent more 
often with OJT trainees than with a comparison studi group 
of beginning apprentice~. As Kirschner pointea out, these 
co0rdinators are crucial for a successf~l OJT pr ogram because 
they provide the necessary t r. aining ~nd instruction to par­
ticipants in developing and un=~rsta"ling their skills for 
trades being taught. 

NATIONAL OJT FUNDS SUBSIDIZING 
REGULAR APPRENTICESHIP SYSTEM 

National OJT funds are replacing program contractor 
apprenticeship funds to support apprenticeship training which 
violates CETA regulations, as well as a provision in National 
OJT contracts which requires contractors to maintain the level 
of activities conducted before the OJT contract. Also, Na­
tional OJT contractors recruit many OJT participants from 
traditional apprenticeship sources. These conditions suggest 
that National OJT funds are -not being used primarily to en­
~ance employment opportunities for target groups but rather 
to fir.ance regular apprenticeship systems. 

ImeroEer use_of_prog_£am 
contractor a2Erenticeshie_funds 

Apprenticeship funds come from employers who are gener­
ally required to finance apprenticeship training. This sup­
port is usually arranged with unions in their collective bar­
gaining agreements. Thirty-two of the 38 southern California 
construction contractors answering our questionnaire indi­
cated that the Federal Government should not be financing 
apprenticeship OJT training. One reason expressed was that 
the contractors were supporting apprentice-ship through their 
collective bargaining agreements. 

We found three situations that reflect these contractors' 
concerns. In the first case, officials for one local con­
struction trade union fund in southern California said they 
deleted about $25,000 from their 1976 budget .for apprentice­
ship training after the national union notified them that 
they were recetving National OJT funding. To the extent that 
this occurred, the union would have substituted Federal funds 
for local funds for appr~nticeship training. The contract 
between Labor and the national union contains a maintenance 
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of ~ ffort clause that requires contractors and subcontra~tors 
to continue the training level in existence prior to the 
Federal contract. 

The second case involves using National OJT funds to 
subsidize the training of apprentices for an association of 
employers--:nainly small-machine shop owners. According to 
association officials, member shops rely heavily on the Na­
tional OJT segment to provide gualified machinists. Since 
the shops are small, two to four employees, the shop owners 
cannot afforu to tie up equipment and production time train­
ing new people. Therefore, they rely on the asscciation•s 
six central training centers across the country to train 
apprentice machinists who, when they begin work, possess 
enough skill to contribute to shop production. ~ational OJT 
funding provides the bulk of funds for o~erating these traio­
i'ng centers. 

Local OJT officials in Californi~ said that the major 
recruitment source for National OJT classes is the associa­
tion's shop owners. Before training classes begin, the 
training center sends letters to shop owners requesting that 
they send qualified people to fill the training classes. 

Our interviews with former OJT trainees from this asso­
ciation tend to cor robot'a te that it '.s using National OJT 
funds to subsidize its members' trai ing reguirements. Sev­
eral ind1viduals said they were already working for an asso­
ciation shop when the owners referred them to OJT. Also, 
others said they ~ere hired by shop owners and referred to 
OJT before stert1ng work. 

An OJT official of another program operator gave . u.s the 
third case of National OJT funds being substituted for union 
apprenticeship funds. He told us that witpout construction­
related National OJT funds, his union would have supported 
an identical prog ra;n with union apprenticeship funds. 

Re~ulat aeerentice 
labor_eools_used 

Serving target groups not already associated with the 
construction trades is one of the National OJT stated pro­
gram goals. However, National OJT project officials at the 
local level told us that many OJT participants were selected 
from unions' ap~renticeship waiting lists. Other participants 
were also recruited from State-supported vocational education 
schools in classes of the same trade as the OJT training or 
from related classes. Officials of one local OJT contractor 
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said that voc a tional schools were its primary recruitment 
source because these st~dents practically ~eg to b~ in OJT 
training since finding a job without OJT progra~ officials' 
help is extremely difficult . due ·to high unemployment. The 
classroom instruction phase for this local project's OJT 
training was conducted at one of these vocational schools. 

Union officials in the Los Angeles area advised us that 
National OJT funding helps local union apprenticeship offi­
cials to mainta,in a flow of new apprentices into the trades. 
With hiqh unemployment, new apprentices hav-!? to corupete witl-i 
experienced apprentices for available jobs. Employees are 
unwilling to hire inexperien~ed apprent~ces when more advanced 
apprentices are available for these jobs. However, if em­
ployers know . that new apprentices have had training in a 
trade, t!1ey will hire thern instead of the more advanced ap­
prentices who are higher on the wage scale. In addition, 
these union officials gave examples of apprentices who re­
quested the unions not to advance them in apprenticeshiD 
standing because, it would be hard to obtain e:nployment at 
the higher wage scales. 

Kirschner reported that about 39 percent of OJT ~artici­
pants previously worked in the construction trades, and an­
other 8 percent previously worked in construction-related 
occupations. 

QUESTIONABLE IMPACT OF OJT 
ON MINORITY REPRESENTATION 

Increasing opportunities in construction and other 
skilled areas for minorities i s one objective of the National 
OJT Program. However, three of the five contractors ~ere­
viewed represent trades which, according to Kirschner, hav~ 
consistently had significant minority representation. 

~inority apprentice representation among two other trades 
th~t we reviewed, the machinists and carpenters, was as low 
as 12.2 and 17.1 percent, respectively; in 1975, Labor's 
funding for these two N3tional OJT contractors woulj ap~ar 
to be in line with the objective of increasing minorities in 
.apprenticeships. However, as shown in the following table, 
the success of these contractors in increasi~~ minority par­
ticipation among machinists and carpenters . through National 
OJT· has been limited. 
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(;ir o~•nte~.; 
".:ichinist!o -. - --- -Couoled ( not <: 3 ) -~.¼-s..:.:: - -·-- - - - . ;;~rc~iii:: ···- · - - ··Per·c~iit - • • - ···- -·~i=c~:. 

of all of all ::,f a: '1 
~':! ! :: ~ ~y Number s tarters Numbe r stdrters ~hlllber ~~rt~:-; . --- ---- - ------- --- -- ---

Cc,tr;Jct _le~r_1975 

Started oreap;:irentice 
training: 

All oersons '130 100 221) inn 
"linoriti es 242 2<l 109 50 

Placed in O.JT iob: 
l!.11 !')er sons i;22 75 172 79 l ?;~ l!'J O 
Mi norit i es 12 q Vi 7A 35 JI-Q 23 

CO:n? I e terl OJT: 
'Ill persons 429 52 132 60 SH 7' 
"linorities R2 I I) 55 2<; 124 17 

Contract vear 1976 
-------------------
St.,r ted oreanorentice 

tr;;ii:iing: 
,,11 persons 648 1 no 21)3 I 01) 
"linorities 189 2'} 120 59 

Pl ace,1 in OJT job: 
All persons 328 51 lRl R9 '33 l fJ".l 
·1inorities 70 11 102 50 l,iA 27 

Complete•j OJ'I'• 

All oerson s 177 27 117 5? H7 77 
•t i noriti es 33 5 n 39 125 1• 

a/Couoled OJT includes preaoprenticeshio c!assroo:n instructi~n anc! 
on-the-job trahin'}. Rasic OJT ic; exclusively on-the-ir.b tr;;iini.~r.z. 

As the table shows, the machinists' National OJT contra.:­
tor was successful in meeting his recruitment goals because 
he reportedly recruited 29 percent minority in 1975 ar.rl 1916; 
however, only 1~ perc~nt in 1975 and 5 percent in 197& c orr~ 
~leted OJT. As can be seen in the table, the carpente~ s W"!re 
~ore successful; minorities represented 25 percent in 1975 
and 39 percent in 1976 of OJT completers under the co~led 
National OJT Program. 

CONTRACT PROPOSALS OVERSTATE NEEDS 

The three contractors' proposals for 1975 and 1976 we 
reviewed contained exaggerated or overstated employmenc n~s 
for new apprentices. Two other contractors failed to s:peci:y 
any need .:or training in their 'proposals. Labor avarded coo­
tracts to all five contractors. 
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Labor: of f icials told us thr1t th~y ha•,e a 'g·cod i~ea of 
the demand for skil 1 Pd labor and that they discuss the cur­
rent a nd prospective labor demands with contractors during 
contract negotiation. They do not, however, use data pub­
lished by the Bur eau of Labor Statistics to d ecide which 
localitie~ should receive OJT funding. 

As an example of overstated need.: :- the Operative Plas­
terers ' and Cement Masons' Association 1~75-76 contract pro­
p0sal contained the fol l owing language: 

"lt i s not possible to '.:rain .the number of 
cement masons and plas~erers neede~ by the in­
dustry using Federal funds. The need is too 
great. ***The contractor shall establish 
a training program which will help alleviate 
the critical shortages within the concrete 
construction industry." 

According to data provided by the American Federation of 
Labor-Congress of Industrial Organizations, in December 1976 
cement .masons and plastere·rs were experiencing high unemploy­
ment. For example, in Baltimore, Maryland, cement masons had 
a 30-percent unemployment rate and plasterers had a SO-percent 
unemployment rate. 

When we asked these contracting organizations to support 
the need for training=~ their contracts, none was able to 
give us the statistical information demonstrating the critical 
necessity fo: training oiT participants for industry demands. 
National union OJT officials said that the local unions, which 
subcontracted with the major unions to train participants 
under these National OJ"T contracts, prepared analyses of em­
ployment needs to suppo .: t the training slots funded by the 
national unions. Rowev •!-r, local union subcontractor officials 
told us that no such analyses wer~ made and that the national 
unions prepare this data. According to local union officials, 
after the national unions obtain funding from Labor, they re­
ouest from the local unions an estimate of the number of 
trainin-=1 slots t;hey can adequately manage. Based upon these 
estimates, the national unions allocate slots to the local 
unions using the ratio of slots available to the number of 
slots re(?ues_ted by all the local unions. 

I 

Officials of the national organizations also said that 
Federal funding for OJT was neceseary to maintain a -flow of 
apprentices into these trades to supplement the attrition of 
tradesmen from retirements and terminations. Also, they be­
lieved that entry-level apprenticeship training must continue, 
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even during periods of poor err.ployment, t.o proter,t t,;~ 
viability of apprenticeship training for oncoreing ~erio1s of 
p:: os9erity . This w0uld appea r to be a union i:espon.s.ibility 
a nd not a res!)onsibility of the National OJT Program. 

SIGNH'ICAl/'1_' FU''DS FOR l'~ DM lNI STR.h.TJ ON 

We a lso fct.:nd that :nany Natio .1al OJT funds were used to 
support co nt racto r ~• national and regi~nal headquarters staffs 
and associated administrative expenses. ~~ shown below, ~he 
~dministrative costs for 1975 ranged from 31 lo 43 pErcent of 
total OJT contract expenditures for the five contractors woe 
contacted . 

Total contract Funds expended for Percen t 
Contractor costs administration of total ------- -- ---------- ------
Painters $ 590,303 $ 252,364 43 
Machinists 1,701,598 574,779 34 
Bricklayers 560,742 185,686 33 
Cement masons 

and plasterers 938,837 3n,s1s 3·• 
Carpenters ~.!..~Q_O, OOQ _ 40!!~!!?. :l 

Total $ ~-Q ~ !_!.. 4 8 0 S!.!.I23.!'..3a~ 34 

Local OJT project officials in California and Marylend 
said that they rece ived mini~al guidance from their naticnal 
headouarters staff s . In most cases, aside fro~ reoortinq 
performance statistics and financial data to the headquarters 
;taff, local project officials carried out the OJT progra~s 
without their national headquarters' help. 

Kirschner also repor _ted on the high administrative costs 
of OJT. During its study period (1967-74), Kirschner repoLted 
that over 34 percent of contractor expenditures were for the 
indirect cost of contract ~dministration. , 

CONCLUSIONS 

The current and projected employment outlook in the con­
struction industry, particularly in a number of less skilled 
trades, is not encouraging for the placement and advancement 
of apprentices. The results of several construction-relate1 
on-the-job training projects dur ~nq 1975 and 1976 demonstrate 
placement and operational prob!~ms to the extent that the 
primary purposes of the program have not been substantially 
met. Labor should look clo~~~y at the National OJT Prograra 
and make significant improv~Jents. 
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?ECOMMENDATIONS 

We recommend that li1e Sec re tary of Labor: 

--Reevaluate the need for construction-related national 
on-the-job train ing , as we ll as traininef in trades 
having sim:.lar l! l'l e;r, ployment problems, and terminate 
those contracts which are not achie ving ptogram 
objectives. 

--REdirect available funding inc0 trades with current 
and 1;>rojected sk i.lied manpower ,:.;nortages and low 
~inority representation. 

--Require that ad quate training be rrovided to program 
participants wh il e they are on the job or in classroom 
training. 

·--Imple!Tient guid•?l ines which would prohibit National 
OJT f~nding from subsidizing regular apprenticeship 

• programs. 

--Reduce administrative costs associated with National 
OJT contractors so that more funds can be used for 
training. 

AGENCY COMMENTS AND OUR EVALC~TION 

Concerning our recommendation that Labor reevaluate the 
need for the construction-related anct certain other national 
on-the-job training programs in trades having high unemploy­
ment, Labor stated that the program should be continued in 
the construction industry because the recent sl~~p in con­
struction activity will be corrected by long-term growth and 
because the high wage scales of this industry are particularly 
helpful to disadvantaged persons. We still believe that con­
tinuing to train persons for occupations which alreajy have 
high unemplo:rnent rates does not represent a good use of ta·,­
payers' money. With the limited resources available, traiLing 
should be directed toward areas in which participants have~ 
reason3ble expectation for employment. 

Reqarding our recommendation that the Secretary redirect 
available funding into trades with current and projected 
skilled manpower shortages and low minority representation, 
Labor stated that, to the extent that innividual projects 
are terminated due to poor performance, it would consider 
using funds unencumbered in this manner for new training 
projects in different occupations and industries. 
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We bel ie·Je that 1-abor' s response fails to recognize 
that deficiencies ir1 itz reporting an1 evaluation activiti~s 
prevent it from prcmptly identifying poorly ~erforming con­
tr actors. Further more, as this report points out, trai:,ing 
individuals for n0nexistent jobs defeats a prim~ objective 
of the N,ational OJT Progpim. During periods of high unemploy­
ment in the constru~tio~ ir.dustry, National OJT not or.ly fails 
to substan tially increase t arget group participation in this 
industry, but also fails to assist target members to obtain 
good jobs. By more ~~tensively focusing on trair.ing progra~s 
in industries with gow employment !)rospects, the proqra'll 
would better assi st target group individuals. 

Labor agreed with our recommendation that Hational OJT 
Program contractors be require~ to deliver aeeguate training. 
Labor said our · insights in this report woul1 be useful in 
developing guidelines and procedures for ensuring that train­
ing programs arc adeouate; however, Labor did not S!)ecify the 
actions it plans to t3ke to im9rove the training. However. 
Labor mentioned that it is considering doing some tyoe of 
postplacement followu~. 

Labor also concurred with our recom~endation to imole­
ment guide!ines that prohibit National OJT ~unding from.sup­
planting regular industry-operated apprenticeship programs. 
The Department plans to iss~e stricter guidelines designed to 
better prevent substitution of Federal funds for local funds. 

Labor agreed with ou r recommendation that steos be take~ 
to low~r administrative ~osts. The Department clans to apply 
a general standard that administrative costs should not excee1 
20 percent of a project's budget. 
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CHAPTERS 

NEED TO IMPROVE 

ADMINISTRATION OF NAT!~NAL PROGRAMS 

Effective management, monitoring, and evaluation of 
nationally directed CETA programs by Labor is crucial to 
making sure that only programs of d~monstrated effectiveness 
continue to receive funding and that these programs serve 
the segments of the population needing these servic~s as 
required by CETA. 

Many of the problems cited in the preceding chapters on 
the AOP and National OJT programs reflect significant weak­
nesses in Labor's management control and evaluation sys~em. 

Labor's monitoring and evaluation c~nsist primarily of 
reviewing routine program reports filed by prostam contrac­
tors supplemented by site visits to contractor locations. 
However, the program reports are deficient, and few site 
visits to AOP and National OJT project locations have been 
oade. Site visit reportc did not include information on 
prograr.i effectiveness. 

Labor has not adopted changes proposed by internal and 
external studies for corr~cting ~eaknesses in menagement and 
control over these programs. For example, a suggestion to 
modify a car.tractor reporting system by including defini­
tive participant completion and followup data for better 
assessment of program effectivene=s has not been adopted. 

Procurements are negotiated on a noncompetitive, sole­
source basis instead of competitive procedur~s (soliciting 
the ~aximum number of qualified sources). Furthermore, Labor 
does not have availabl2 independent data which lt needs to 
judge the accuracy and relevancy oi information presented by 
potential contractors in su?port of contract proposals. The 
need for independent data is demonstrated by cases ~e found 
where Labor funded National OJT proposals without assurance 
as to the need for the program. Specific problems in Labor's 
monitoring and contract management are discuss~d below. 

MONITORING AND EVALUATION 
BY LABOR ARE WEAK 

CETA requires the Secretary to provide for continuing 
evaluations of all programs and activities cLnducted under 
the act including assessing program costs in relation to 
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program effectiveness. The act also r ~quires the Secretary 
to measure program impact on participants and col'll:iuL'lities, 
assess the adequacy of program JeJiver y mechanisms, and o~­
tain the participants' op inions about t~~ strengths of the 
programs. The act further provi~es that periodic reports be 
submitted to the Secretary containing information frou pro­
gram sponsors on the length of training fot participants and 
employ~ent ~ituations. Labor's compli~nce with CETa evalua­
tive and monitoring requirements has been minimal at best a~d 
totally lacking in several areas. 

Limited benefit of contractor 
reports and site visits 

Labor monitors AOP and National OJT programs b? review­
ing routine program reports filed by program contractors 
s~pplemented by site visits to contractor locations. 

W.e revrewed several routine program reports fi].ed during 
fiscal years 1975 and 1976. While they contained dctta on the 
number and characteristics of both program participa:nts and 
types of job placements, these reports did not provf:de _essen­
tial data on the type and extent of services providerl to par­
ticipants or any specifi~s on how these services successfully 
accomplished the program's goal of referring or placing in­
dividuals on jobs. Also, the length of time these job place­
ments lasted was not shown in the report's even thou<;;h, CETA 
required this information. Prograra contractors are not re­
quired to follow up and report on former program pacticipants 
and the status and success of particioants to remairn 
employed. This information is needed to ascertain p>rogram 
effectiveness. 

We noted that Labor representatives made 94 sit~ visits 
in fiscal year 1976. A Labor official said that 35 ~f these 
trips were to three contractors who operat~d CETA pcDgrams 
other than AOP and National OJT, but he could not s~y how 
many of the remaining 59 trips were monitoring visits to rtOP 
or National OJT contractors. 

We reviewed selected trip reports made by AOP and Na­
tional OJT contractors during this period. 'l'hese reports w-~re 
basically limited to general information on the contractor's 
operations and some procedural problems found at the contrac­
tors. They lacked any assessment of contractor perfnrmance 
based upon actual degr€e of services provided to pacticipants, 
the effects these services had on participants, and ~hether 
claimed placements were actually made by the contractors. 
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We did note one trip report fo r a loc a l OJT contractor 
in March 1975 wh i ch contained the followi ng recom~en9ation: 

"To help . prove the value of t hi s contract pr~­
gram in seeking, training and employi ng persons 
fo r a long-term career as a c r aftsman in this 
critical industry, I see the need for initiat ing 
another phase to this national progra~: inten­
sive follow-up of those who made i t to the 
apprenticeship stage. Where are the placements 
of . 2-3-4 years ago?" 

No action was taken on this recomm~n~ ~t '~n. 

We also noted one report form entitled •project ~oni­
toring Standards and Monitor Report• that had been used to 
monitor an OJT project on one visit made during fiscal year 
1976. This form required and contained specific detailed 
information on participants and the names of related pro­
grams in the contractor's area. This information would 
assist Labor in evaluating program effectiveness. However, 
we could find no other instances in which this fo r m was ased. 

We were told that Labor plans to develop written ·ass~ss­
ment guidelines to be used in the future for monitoring and 
evaluating AOP and National OJT programs, but pr~~ently Labor 
has none even though these programs have been operating since 
the 1960s. 

Bureau of Apprenticeship_and ~~i~g 
certification of placementsd1scont1nued 

Prior to June 17, 1975, representatives of tbe Bureau 
of Apprenticeship and Training 1/ in the Employment and 
Training Administration certified each cont ractor's clai ~ed 
apprenticeship placements. This limited certification veri-
fied that the contractor had the appropri_ate apprer.tices!Jip 
documentation o'n file for the claimed placement. The docu­
mentation consisted of a copy of an apprenticeship agree~ent 
or some other form indicating that the individual was an 
apprentice. Bureau of Apprenticeship and Training offic i al~ 
decided to discontinue certifying AOP apprenticeship pla~e-
ments because Labor changed the AOP placement focus in March 
1975. (See ch. 3.) A Bureau survey of 53 AOP placement reports 

---------
!/The Bureau of Apprenticeship and Training is responsib l e 

for promoting ~pprenticeships, approving apprenticeship 
programs, and protecting the rights of apprentices. 
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for: May 1975 sho wed that 69 percent of the reported placements 
were not in a ppren t iceships , and that over 40 percent of the 
AOP projects ~e re reporting s0l ely nonapprenticeship place­
ment s . The Bureau decided t ha t since AOP contractors we r e 
not ~evoting their primary e fforts to apprenticeships, the 

-Bureau could no longer be held accountable fer certifying AOP 
placements. However, the Bu r eau agreed to continue visiting 
AOP cont r actors mon t hly to provide admini s trative and tech­
nical adv ice .. 

We reviewed selected Bureau reports covering monthly 
visits from l 973 through 1976. These reports did not con­
tain substantive information on AOP contractor performance. 
For example, the following comment was made each month during 
1975 and for several other months from 1974 through 1976 for 
one contractor:: 

flThe project is operating satisfactorily. · High 
unemployment is getting to the critical stage. 
Placements will be more difficult to secure." 

In addition, an Office of Nation~! Programs official said 
that his office seldom reviewed Bureau reports because the 
reports are not useful for program monitoring. 

FAILURE TO FOLLOW UP 
ON - IDENTIFIED WEAKNESSES 

Reports issued during 1976 on studies conducted by Labor 
program evaluation staff and by a consultant pointed out many 
we aknesses in the operation of the AOP and National OJT pro­
grams and in Lator's program monitoring system. We reviewed 
records of contract negotiations or. AOP and National OJT 
projects made during the fall of 1976 and found no evidence 
that Labor had acted on issues raised in these studies or 
adopted proposed improvements. 

Labor's internal audit group, the Directorate of Audit 
and Investigations in the Office of the Assistant Secretary 
for .Administration and Management, reviewed the management 
of these t\::O programs and reported in January 1977 that the 
monitoring system was not effective. For example, the reoort 
pointed out that during monitoring visits, Labor representa­
tives were not providing contractors with timely advice and 
technical assistance needed to improve compliance with pro­
gram requirements. The report · ecommended several actions 
to strengthen monitoring. 
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An April 1976 study on AOP by Labor's Office of Program 
Evaluation in the Employment and Training Administration dis­
cussed results from four other studies, along with . reported 
placement data, and concluded that AO? was useful in placing 
participants, but, based on several research studies done in 
the 1960s, was less successful in helping participants to 
retain jobs . The study suggested that it would be useful for 
progra~ administrators to modify current reporting systems 
and noted that program monitoring and assessing program 
effectiveness would be improved if par~icipant completion and 
followup data were routinely collected and reported by AOP 
contractors~ 

Kirschner in its May 1976 report found tLat although 
OJT projects have been successful in helping participants 
enter apprenticeships, few participants remain with their 
tr~de. It also cited low-cost effectiveness of National 
OJT in increasing disadvantaged and minority participation 
in the construction trades. 

~EEO FOR BETTER PROGRAM 
MANAGEMENT BY LABOR 

In the Employment and Training Ad~inistration, the Office 
of N~tional Programs is responsible for (1) reviewing pro­
posals and negotiating contracts, ( 2) assisting con tr actors, 
(3) monitoring and evaluating performance, and (4} closing 
out completed contracts. Two of the Office's four divisions 
carry out these responsibilities. The Division of Conttacting 
Services provides technical support services for contracting 
operations, such as preparing contract documents and closing 
out completed contracts. The Division of National Training 
Programs develops and administers national contracts for pro­
grams including AOP and National OJT. Weaknesses we noted 
in the Office of National Programs operations are discu~sed 
below. 

No competitive bidding 

The Office of National Programs obtains AOP and National 
OJT services by means of cost reimbursement procurement con­
tracts awarded on the basis of sole-source negotiation. 
Officials in the Office of National Programs told us that 
sole-source negotiation is used because they generally renew 
contracts with current contractors since they are most likely 
to perform effectively. ncfice of National Programs officials 
also said that shortly bL ~Jre an AOP or National OJT contract 
expires, they notify the contractor to submit a proposal for 
a new contract. 
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Labor off i ci a ls in the Office o~ Grants, Procurement, 
and ADP Manage~ent Policy and in the eirectorate of A~dit 
and Investigations said that these contracts should be con­
sidered Federal assistance agreements rat6er than procure­
ments and, consequently, requirements of t he Federal Procu re­
ment Regulations should not be applied. These regulations 
encourage services to be obtained by cJmpetitive means and 
they discourage sole-s ource procurements. 

However, our review of selected AOP and National OJT c on­
tracts shewed them to be procurement contracts subject to 
the Federal Procurement Regulations and we question the pro­
priety of awarding these contracts on a sole-source negotiated 
basis. Labor officials maintain that the~e contracts are 
exempt from the advertising and competitive bidding require­
ments b~cause to secure competition is impractical. Agency 
officials maintain that current contractors are most suitable 
for providing AOP and National OJT services since they h~ve 
experience in training- and employment-related areas and have 
9roven ~heir ability through prior performance: 

In June 1977, Labor modified its CETA regulations to 
formalize the practice of using sole-source procurement 
methods rather than competitive bidding. These modifications 
also encouraged using legal instruments other than contracts 
to award financ ia l assistance for prcgrams conducted by pri­
vate, profitmaking organizations. We believe that the change 
to use legal instruments other than contracts is inappropriate 

Office of Management and Budget Circular A-110 gives tit l 
to certain asse~3 purchased with funds from Federal assist­
ance agreements to the grantee. Conversely, certain assets 
purchased under cost reimbursable procurement contracts revert 
to the Government upon com~letion of the contract. To assure 
that assets procured with funds provided in National OJT and 
AOP Programs are obtained by the Government, Labor used cost 
reimbursable procurement contracts rather than Federal assist­
ance agreements. Procurement via cost reimbursable procure­
ment contracts also has the advantage of eliciting the re­
quirements of the Federal Procurement Regulations. 

However, Labor administered the contracts we looked at 
as if th e y were Federal assistance agreements and did not 
attempt to comply with Federal Procurement Regulations; f or 
exampl e , by using competitive procurement procedures. 

Labor officials have not adequately justified the use 
of noncompetitive procedures to obtain AOP and National OJT 
servi ces . Infor mation was not available to demonstrate how 
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Labor cfficials responsible fc: approving sole-source requests 
determine that competition cannot be obtained for AOP and 
National OJT services. Labor officials said that ~ersons 
and organizations routinely contact the Office of National 
Programs seeking contracts for employment and training pro­
grams, but they do not maintain a list of these potential 
contractors even though it is Labor's policy to do so. 

In a September 15, 1977, report to the Congtess 
(PSAD-77-152) entitled "Competition for Negotiated Gover!"1ment 
Procurement Can and Should Ee Improved," we re potted that many 
Federal agency noncompetitive procurements were not justified 

1 
partly because agency personnel did not seek other sources 
in the course of procurement actions. We believe awarding 
AOP and National OJT contracts on the basis of noncompetitive 
procedures is not justified and that future contracts should 
·.)e awarded competitively after advertising and publishing the 
requirements in th~ Commerce Business J1ily. 

Labor officials said that it may be impossibl~ to write 
specifications necessary in obtaining proposals from sources 
that have not had recent experience with such programs. How­
ever, no attempt has been made to 9repare specifications or 
solicit proposals from the ger.eral publi=. 

A Labor official said t~at one reason Labor orefers to 
use current contractors -is to avoid anticipated start-up 
costs of new contractors. This position does not consider 
the possible savings from using new contractors ~ho may be 
able to pro~i~e needed services at lower costs. 

We were also told that Labor favors current contractors 
because they have historically proven their auility to meet 
contract placement goals or have justified unavoidable 
developments that precluded the goals from beinq met. The 
ability to meet placement goals is the sole criterion used by 
Labor personnel to gage program effectiveness. 

We question whether the Office of National Programs 
definition of "demonstrated effectiveness~--meetinq placement 
goals--satisfies CETA requirements because it ignores the 
aspects of whether the program has served those most in need 
and that job p:acements last a reasonable length of time. The 
problems we noted in AOP and National OJT Programs show that 
these objectives are not being reached. 

We noted one example where the Office of National Programs 
faile.j to comply with its own criterion of effectiveness--
placi:: '. ents. In this case, in fiscal year 1975 a National OJT 
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contractor made 158 placements, alth~ugh its goal was 
485 job placements; however, its contract was refunded fa::: 
the next year. Office of National Programs officials said 
this data was probably und~rstated because the contracto~ 
wa s ha '✓ ing d iff icul ty under stand inq the reporting forms, but 
they could not provide any e_v i dence to support a higher job 
placement figure. 

Off ic e o f National Programs officials tol1 ~s they will 
consider c~ntracting with a new organization if it can d~on­
strate through its history, reputation, and prio~ performance 
its capability of providing AOP or ~ational OJT services. We 
noted only two instances during fiscal years 1975 and 1976 
where new organizations were awarded National OJT contracts, 
but these were small in dollar value and limited in size and 
scope. This is still a moot point, however, because these 
proposals were not requested from the general public. 

Need_for indeeendent data 

We noted that in negotiating AOP and National OJT con­
tracts, Office of National Programs officials depend on 
pr ospective contractors to support the need for pr~posed 
services. The potential contractors provide data on factors 
which affect the number of possible program placements, soch 
as the demand fo, apprentices, local e~ployment information, 
and anticipated need for construction workers. Office of 
National Programs officials do not systematically obtain 
available independent labor market or other relevant data 
from sources, such as the Bureau of Labor Statistics and ~he 
Employment Service, to verify information provided by the 
prospective contractors. The need for independent data is 
demonstrated by the cases we found where Labor funded National 
OJT proposal3 without being assured that they were needed. 
( See p. 3 8. ) . 

Labor's failure to adequately assess these contract pro­
posals causes AOP and National OJT contracts to be renewed 
with the same organizations. We noted only 4 out of 38 in­
stances during fiscal year 1975 in which such contracts were 
not renewed. In one instance we noted that a contract was 
terminated before being completed at the convenience of both 
parties when the contractor told Labor he would be unable to 
perform. 
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CONCLUSIONS - ---- -- -

Effective management an~ evaluation a:e the primary 
ways to make sure nationally directed programs und~r CETA 
provide services to segments of the population in need of 
them and demonstrate effectiveness to warrant continued 
funding as required by CETA. Labor should improve its pro­
gram management, strengthen its monitoring end evaluation 
activities, and tike action on reported program problems. 
More effective program administration would alleviate many 
of the problems discussed in this report. 

R.8COMMENDATIONS 

We recommend that the Secretary ·of Labor: 

--Develop and put into practice monitoring and evalua­
tion guidelines for AOP and National OJT Programs 
which gage program effectiveness and highlight pro­
gram accomplishments in accordance with CETA program 
assessment requirements. 

--Within the Office of National Programs, use c~peti­
tive procurement procedures in accordance with 
Federal Prccurement Regulations and obtain and use 
independent data in evaluating proposals to improve 
AOP. and National OJT Program contracting services. · 

AGENCY COMMENTS AND OUR EVALUATION 

Labor agreed with our recommendation that it develop 
and implement monitoring and evaluation guidelines for the 
AOP and National OJT Program. Specifically,, Labor agreed 
to develop explicit monitoring guidelines for use by Fed­
deral staff and to increase the number of site monitoring 
visits as much as possible. Labor further agreed to iden­
tify and develop assessment criteria for better gaging pro­
gram accomplishments. 

Labor disagreed with our recommendation that it use 
competitive procurement procedures and independent data 
for AOP and National OJT projects. Labor maintains that it 
does not actually procure AOP and National OJT services, 
but merely provides financial assistance to organizations 
that offer AOP and National OJT services: contracts are 
used as a convenience, according to Labor. 
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We stand behind the recommendati0~ for the ~P~=ific 
reasons cited in this chapter. We .-.1 ~0 i:oint out t~~t !:.z.bor' s 
December 1977 letter to ·th~ Bouse and Se~ate Committees on 
Appropriations, the House Committee on ·Gc,vernreent ~erations:. 
and the Senate Committee on Gov e rnmental Affairs aderess ~ng 
the actions taken in response to our September 15 , 1977, 
procurement report ( see p. 49) states that, except on t·a.re 
occasions, it is a9ency oolicy to procure by competitive 
means. Furthermore, Labor's claim that the agre~ments snould 
not be considered contracts is contradicted by the vrit~en 
agreements themselves, which purport to be contracts on the~ 
face and are written in a contractual format. The~e docu­
ments indicate that Labor is contracting with private o~gan­
izations for ;\OP and National OJT service's to be provided 
to prooram participants. 

Labor further stated that, w1~~ resoect to AO?. c~ti­
tive award procedures would be no more a9~ro~riate than it 
would be for obtaining services for State employment seeurit-, 
agencies. We see a great difference between the net'IIOrk of 
State employment security agencies and the AOP contractors. 
Most notably, AOP contractors are private organizations, 
whereas State employ~ent security agencies are . part of a 
go~~rnment entity with a special statutory relatio~shi~ to 
the Federal Government. 

. Reqarding the r.atio~.:.:i OJT Program, Labor said it. selects 
contractors that can influence hiring practices in s~ecific 
industries. We agree that the extent to which a potenticl 
contractor can influence an industry's hiring practices E~ocld 
be a er iter ion considered in the selectior. process. l!o·-~ver., 
the almost auto~atic renewal of prior contractors unfaic1y 
~revents potentially qualified contractors from ~etting 2 

chance to be funded under the program. 
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APPENDI X I 

December 22, ,.977 

U.S. DEPARTMENT OF LABOR 
07ncz o, TH• Amn•?.:-t S&C1ff.u :r 

WASHINGTON 

Mr. Gregory J. Ahart 
Director 
Human Resources Division 
United States General Accounting Office 
Washington, D.C. 20548 

Dea:~ Mr. Ahart: 

.A.F-PENDIX. l 

Thank you for affording us an opportunity to .review and 

to comment on the draft report prepared by the General 

Accounting Office (GAO), entitled •0,:estionable Need for 

Apprenticeship O4treach and Construction-Related National 

On-the-Job Training Programs.ff We have enclosed a paper 

that gives our specific comments regarding the principal 

findings and recommendations contained in the draft report. 

Sincerely, 

~/1 , 
//'( ALFRED M. ZUCK 

Assistant Secretar· for 
Administraticn and Management 

Enclosure 
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AE'PEND!Y. I 

TP.E COM.Y.EN~S OF THE DEPART~~T OF LABOR 
~EGARDING THE DRA=T REPORT OF 7HE 

GE~ERAL ACCOUNTING OFFICE, ENTITLED --

"Qt:ESTIONABLE NEED FOR t\P?RE~ICESRIP 
OUT~EACH .~~D CONSTRUCTION-RELATED 

:·t\TIONAL Ot>i-THE-JOB TRAINING PROGRAMS" 
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APPENDIX I APPENDIX I 

INTRODUCTION 

This paper presents the views and comme:1ts of the Department 
of Labor (DOL) regarding the principal findings and 
recommendations contair.ed in the draft report by the 
General Accounting Office (GAO), entitled, •ouestionable 
Need for Apprenticeship outreach and Con6truction-Related 
~ational On-the-Job Training Programs•. Copies of the 
dra:t report were transmitted to the Secretary of Labor 
on September 30, 1977, by GAO's Human Resources Division. 

The report includes three sets of recommendations -- the 
first pertaining to the Apprenticeship outreach Program, 
tne second pertaining to the National On-the-Job Training 
Program, and the third pertaining generally to DOL's 
administration of these programs. In this paper, the 
three -sets of recommendations are dealt with in turn, and 
each recommendation is discussed separately. • 

APPRLSTICESHIP OUTREACH PROGRA.~ 

The GAO recoz.iroendatior.s on the A~prenticeship Outreach 
Program (AO?) are stated as follows: 

We reconu:iend that the Secretary of Labor eliminate 
the AOP concept in favor of other less costly 
al terna ti •,es. If the Secretary determines that a 
need exists for AOP, we recommend titat its operations 
be significantly improved by action to: 

redirect the AOP focus back into apprenticeship 
only and 

establish effective criteria covering contia~tor 
performance to include 

the degree and level of services necessary to 
support placement credit claims, 

- minimum wage levels or description of suitable 
jobs as well as length of employment to warrant 
placement credit under contracts, and 

- elimi~ate placement credit for participants referred 
to other ,federally supported proqrams or placed in 
trades and employmer}t areas already· having significant 
rnino=ity representation. 
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AOP -- A Viable Cor.cept 

DOL flatly disagrees with the G,',O ::: eccrnr:i•~ndatic:i that 
the AOP concept be eliminated in fz.vor of less costly 
alternatives. It has been thoroughly doc~~ented that 
the AOP has achieved a high degree or s~ccess in 
performing its •primary role -- which is to help in­
dividuals obtain jobs in occupations wh~re, because 

Z..PPP.NDIX l 

of race or other re<:\sons, they face arti: i cial. barriers 
to employment. We also maintain that there is a . 
continuing, long-term need for a program that can play 
this special role. To support our position that the 
AOP should remain in operation, we would like to make 
the following points: 

DOL is now taking vigorous action to expand an4 
strengthen apprenticeship training. Beginn~r.g ir. 
Fiscal Year 1977, we have launched several new 
initiatives that are designed either to broaden 
or strengthen existing apprenticeship training 
programs or to promote the development of new 
programs in industries and occupations where 
apprenticeship has not ~e~ wid~ly used. One 
important result of our efforts will be a general 
increase in the nul:lber of apprenticeship .:,penings; 
a~d the AOP will play an integr3l role in ensuring 
that women and minorities are able to take ad~antaae 
of these opportunities. • 

. As to the number of apprer.ticeship openings . becoming 
available in the construction industry, they do indeed 
vary in relation to the exaggerated fluctuations in 
acti•;ity that characterize this particularly volatile 
segment of our private economy. However, the long-ter:r. 
prospects are for overall growth and, in view of the 
:::>OL initiati·1es :nentioned above, a general increase 
in the number of apprenticeship opportunities. In 
this regard, the AOP will play an important role in 
3d=ressing the continued underrepresentation of 
:ninorities in many of these trades and the under­
representation of women in virtually all of them. 

:'hough originally imple::iented with a very narrow 
objective -- i.e., the ?lacement of ~inorities 
as apprentices in the skilled c9nst~uction crades 
the AOP has proven to be a flexible mechanism in ter~s 
of bot~ its target clientele and the occupa~ions it 
seeks to per.etr3te. For example, several AOP projec~s 
~ere charge= a few years back Nith the speci:ic task 
of assist1ns #cmen obt3ir. •nontrad~tior.al· :obs, 
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~hite collar ~r.d blue col~ar both. Since that tL~e, 
the placemen~ of women into occupa,tions fraa vhic:n 
they have hiscorically be~n excluded has gr~ t.CI 
oe a majcr programmatic e:nphas'is within the AOP. JA.s 
to occupational focus , t he. AOP is not li.J:lited to the 
constr~ction industry. Indeed, special efforts ~n 
the automotive industry and in the shipbuilding 
industry have bP.en in place for many years. To 
summarize the poin-c , the AOP concept has been usefully 
adapted ar.d will continue to be adapted to those 
occupational areas that emerge as the focus of national 
.:1 ttention . 

. In the context of the preceding point, it should be 
noted that OOL intends to play a stronger and more 
vigorous rel~ in the 0 ~forcement of the equal employ­
ment opportunity and affirmative action requirements 
that are applicable to Federal contracto~s. One 
element in our plan includes . centralizing the compliar.ce 
!unctions now carried out by several Federal agencies 
into our Office of Federal Contract Compliance Programs 
(OFCCP). Another crucial element will be to ensure 
an effective degree of coordination between OFCCP and 
the Employment and Training Administration (ETA), the 
DOL agenej• that ad.-ninisters the AOP. While OFCCP, 
through its enf orcement activities, will create a 
demand by private employers for certain categorie3 
o f workers (minorities, women, handicapped persons, 
and disabled and V.ietnam--era veterans), ETA will ~ake 
steps to help indivi duals fro~ tht~e groups takG 
advantage of the employment opportunities that 
become available. In this regard, the AOP has· al~eady 
been identified as one of the key resources . that ZTA 
will utilize in this joint effort. 

~~ith respect to "less costly alternatives" to the 
AOP, the GAO report points mainly to the ne~work of 
Apprenticeship Information Centers (AIC's). We Go 
~ot believe that AIC's are suited to the tasks we have 
established for the AOP. AIC's are meant to se:ve 
as a walk-in source of information about local 
apprenticeship opportunities for all int~rested 
me~bers of the community. Like the em~loyment 
ser-1ice network with whict-. they are arfiliated, 
the AIC's perform a -tradi ~ionally passive labor 
exchange function, but for a much more narrowly 
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defi:1ed range of occupations .. To thrust the mo.r.e 
extensive AOP role on the AIC's .,..ould not, in our 
view, result in any ne,t reduction :i..n the cost 
of providing AOP services -- it would merely 
transfer these costs to another administrative 
network. In terms of disruption to existing 
operations alone, the true ccsts that would 
be associated with a reassignment of roles wonld. 
be ,)rohibi tive. 

As a final point, we would like to express our 
opinion that the GAO study did less than justice 
to the ~JP. Considering that only 6 out of 98 
AOP ~rejects were examined and considering that 
the report focused mainly on AOP efforts in the 
construction · industry (where pronounced regional 
differences are the case), we feel that the factual 
material assembled by GAO does not provide adequate 
support for the extremely drastic recommendation 
that the . AO? be dismantled. 

Improvements Can Be Made 

The ·GAO ~eport recommends a number of actions for strengtheni~g 
the AOP in the event of a determination by the Secretary 
of Labor that the program should be continued. As this 
particular deter~ination has been made, our views on each 
of these GAO recommendations -- most of which were fcund to 
be extreraely ccnstr~ctive -- are presented below: 

The first GAO recommendation is to redirect the AOP 
focus back into apprenticeship only. While we do 
not believe that the occupational f~cus of the AOP 
should be limited exclusively to apprenticeable jobs, 
we do agree that the AOP should now focus mainlv 
on apprenticeable jobs. We also believe that strict 
but practical g~idelines are needed as to the types 
of nonapprenticeable occupations the AOP should deal 
with. In this regard, we have already issued written 
policy guidelines to our AOP sponsors which direct 
them to give primary emphasis to placing their 
clientele in apprenticeable occupations. As far 
as nonapprenticeable occupations are concerned, the 
gui~elines state that placement credit may be ta~en 
only for jobs in which the starting pay is $5.00 
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an hour or more. This dol.l.ar level will be adjusted 
up"'1ard from time to time in relation to general 
increases in worker income. We are confident that · 
the steps "'1e have already taken 1oi1.ll be adequa.te tu 
redirect the principal focus of the AOP back to 
apprenticeable occupations -- but if stronger measures 
become necessary, we will be prepared to use them . 

. GAO recommends that criteria be developed regarding 
the degree and level of services that must be pro­
vided to an individual before an AOP sponsor may count 
that individual as being placed through its AOP 
project. We agree fully with this recommendation 
and we intend to issue clear and enforceable guidelines 
to our AOP sponsors in the near future . 

. GAO recommends that criteria be developed regarding 
the types of jobs for which AOP sponsors can claim 
placement credit, with the further recommendation 
that these criteria might be in terms of wag~ levels 
or job descriptions. We are in basic agreement with 
this recommendation, and we have already adopted the 
policy that place~ent credit may be taken only with 
respe=t to individuals who · are placed as .registered 
apprentices, who are placed as recognized journer-nen 
in an apprenticeable occupation, or who are placed 
in jobs that pay $5.00 an hour or more. The necessary 
changes have been made in the AO? reporting guidelines, 
and•all future AOP funding agreements will spell out 
the programmatic goals in these terms. 

GAO recom.~ends the establishment of criteria regarding 
the length of time an individual must remain in a job 
before an AOP sponsor may count the individual as having 
been placed. While this recolll.'Tlendation does have merit, 
""e are not in a position to adopt it. To do so would 
create an unfair inconsistency between the AOP reporting 
system and the reporting systems that are in place for 
all other CETA programs and for the Emplor.nent Service 
network. Technical considerations aside, we do consider 
job retention to be an important indicator of general 
program effectiveness. With respect to the AO£~ we 
are now giving serious consideration to new progr~~ 
guidelines that would require AOP sponsors to provide 
followup services to tReir clients for up to 12 months 
after placement. We are also working to aavelop a 
low-c~st mechanis~ through which DOL can capt~re job 
retention data that can be used ~o assess the overall 
im~act of the AOP. 
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GAO recommends that AOP sp0~sors not be given placement 
credit for referring individuals to other federally 
support~d prcgrams. We ~gree fully, and recent changes 
to AOP reporting gt.i.delines should effectively eliminate 
any "loopholes" that might have led to this practice . 

. Finally, G.ll.O recommends that AOP sponsors not be 
given placement credit for individuals referred to 
jobs i~ trades or occupations already havir.g significant 
minority representation. Apart from the .fact that 
the placement of wo~en nas been given substar.tial 
emphasis under the AOP, we must re j ect this recommen­
dation fo~ a practical reasori. While there are a 
number of skilJ.ed trades having substantial minority 
representation on a national basis, ~nderrepresentaticn 
by minorities in these same trades remains a problem 
in many local areas. As far as placement credit is 
concerned, guidelines of the nature suggested by GAO 
would, for the sake of fairness, need to account for 
each local situation. Unfortunately, the result of 
this would be an o•,erly complicat~d and unworkable 
system. As an alternative to the GAO reco!llillendation, 
we are considering new program assessment criteri3 
that would highlight AOP placementli .i.n t:he mechanic.:11 
trades -- where minority underrepresentation r~~ains 
a problem at the national l~vel and in nearly all 
localities. 

~iATIONAL ON-THE-JOB TRAINI~G PROGRA!1 

The GAO reco:nrnendations regarding the: National OJT Program 
are stated as follows: 

We recommend that the Secretary of Labor: 

Reevaluate the need for construction-related 
national on-the-job trainir.g, as well as training 
in trades having similar une~plop.ent proble~s and 
terminate those contracts which are not achievir.g 
program objectives. 

Redirect available funding intd trades ~ith current 
and projecte~ skilled man?ower ~hortages and low 
minority representaticn. 

Require that adequate traini~g be provided to pro9ra~ 
parti~ipants while they are on the job or in classroc~ 
training. 
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Implement guice lines whic~ would prohibit ~ation~l 
OJT fundin g ~ro~ subsidi zing regµlar. apprenticeship 
programs. 

Take ste~s to reduce a~~~nistrative cos~s assoc~ated 
with ~ational OJT coni;ractol"s so that me re funds can 
be usec for training. 

The N~c~ for Construction-Related National OJT Programs 

It is the general position of the Department of Labor 
that ~ational OJT Programs in the construction industry 
should be continued. While GAO correctly pointed out 
that the recent sl~~p in construction activity created 
problems for these programs in tP.rms of trainee placement 
a~d job retention, emfloyment in the construction industry 
is on the rise, and the long-term prospects, as mentioned 
previously, are for overall growth. In any event, we do 
not believe that a temporary dip in the business cycle 
is a sufficient reason for calling the basic value of 
these particular training programs · into question. Employ­
ment in the skilled construction trade~, with t~eir generally 
~igh . wage scales, will remain an attractive pr~position to 
the disadvantaged persons these programs are intended to 
se:::-ve. 

While it is our general belief that training in the 
rons~:::-~ction trades should be continued, we do agree 
with GAO that . the performance of each training project 
we mount in this area should be carefully scrutinized. 
In this regard, we would like to note that DOL has 
terminated construction-related projects that fell short 
of their stated objectives, and we remain ready to take 
this type of action as future circumstances may warrant. 

Reallocation of Resour~es 

As i~plied above, DOL does not plan to r~duce the overall 
level of ~ational OJT Program activity in the construction 
trades. Such reductions will occu~ only if individual 
projects are dropped f=o~ the budget because of inadequate 
~erfor:nance. However, should funds become unencumbered in 
this manner, we will then be in a position to consider 
new t=3ining projects in different oc=upations and industries. 
If this type of opportunity arises, we will, consisten~ 
w.:.th the GAO reco::-.mendatio:1, give pri~ary consider3tion ~o 
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geed-paying trades and occupations that show a high-level 
of dema nd £0::- qualif ied worke:::-s, par':icular l y t hos ~.~ •.-here 
minorities are u~derrepreser. ~ed. 

Im2rove~e:'lts Can Be ~ade 

GAO makes a ~~~ber o~ :::-eco~~e:'lciations :::-egarding ac t ions that 
shculd be taken to st:::-engthen and improve the effective~ess 
of the National CJT Program. Our views on each of those 
recommendations are presented below . 

. We agree completely with the GAO recor:imendation 
that !~a tier.al OJT Program s;,onsors !houla be required 
to deli•Je!: adequate training, bot!i in the class.roo:n 
and on the jcb. ~he insights prov: ded by the GAO 
report will be extremely valua~le to us in developing 
guidelines and procedures for ensuriug that the 
training we support under this program measures up 
to a high standard. Also, while ah increase in the 
quality of training will, of itself, improve the 
cf:ectiveness of tr~ progran, we are now ex~T-ining 
!:he possibility . of incl:.:cing ;,est-placement foU.owu;, 
se:::-vices for t:·- · .,ees as a re~..ila.r component in the 
~rog:::-a~. This ~~Y result in~ dramatic i~provement 
i:1 trainee job retention rates. 

i:::>OL al so cou ·1rs •..rith GAO's pos i tion that National 
OJT Pro~::-a r:1 =unds shou1·a not: be used to su!::>sidize 
regular, ind~s~=y-ope::-ated apprenticeship programs. 
As noted L~ '=-~e GAO report, there are explicit 
~maintenanc~ ~f eff~rt" require~ents contained in 
the Fede::-al ~egulations that govern these programs 
and in -:he general provisions that ai:e included ir 
every funding agreement. To supplement the existing 
guidelines in ~ way that should effectively close 
any "loopholes that eight have lad to occa sional 
abuses of this ature, we inte~d to issue stricter 
9uidelines as to the individuals who are eligible 
fort aini:'lg under these programs . . With the ex­
=eption of a few Nupgrading" projects, participation 
... , N.- tiona: OJT r-.-ogr:ims will be specificall:i• li::iited 
to i~dividua!s whu are "economically disadvantaged". 
Ne will also establish a clear ?Ol i cy tha t, of 
individ~:i:s whc ::iee: t~e "eccnc~ical!y disadvan~2g~d" 
c:::-iteri J , e~roll~ent ?rioricy is '=-O be given to :hcse 
who are =::~:10::-i:1.es, • .,omen, and ·,e-=.era:-.s. ':'hese 1.~w 
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guidelines should ~rov~de adequate safegua~ds 
against njtional OJT resources being used to 

APPENDIX I 

train th~ same pP~ple who would ordinarily be 
trained by t!,e industry without Federal assistance. 
In additio~J, we also intend to place new emphasis 
on the use of recruitment sources in the community 
that will be able to refer -sufficient numbers of 
disadvantaged trainees . 

. Finally, DOL agrees with the GAO recor:imendation 
that steps be taken to lower administrative costs 
that are now being incurred under many of the 
National OJT projects. We intend to use a general 
standard that administrative costs •uld not exceed 
20 percent of a project's budget. ry future funcing 
agreement under the National OJT Pr~~ra:J that includes 
administrative =osts above this levei will not be 
executed unless complete and thoroughly documented 
justification is made. 

AO:-tINISTRATION OF NA~IONAL PROGRA."!S 

The GAO recommendations regarding DOL's administration 
of the Apprenticeship Outreach Program and the National 
OJT Program are stated as follows: 

We reco:nmend that the Secretary of Labor: 

Develop and put into practice moni~oring and 
evalua~ion guidelines for AOP and n3tional 
OJT programs which gau~e program erfectiveness 
and higtlight program accomplishments in 
accordaace with CETA program assessment 
requirements. 

Within the Office of National Progra~s, utilize 
competitive procur~ment procedures in accordance 
with Federal Procurement Regulations and obtain 
and use independent data in evaluating proposals 
to improve contracting for AOP and National OJT 
program services. 

~onicorina and Evalua~ion 

~e agree with GAO chat DOL's monitoring and evaluation 
of these two ?rograras need to be strengthened. Ideally, 
this should be done mainly by adding pcsitions to our 
Federal sta::. Since budgetary constraints rnake this 
impossible, we will rely instead on the appr~aches describeci 
be lo·..,. 
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~-:e •,.ri l l clcvei..o? explicit -:1cr.itotinq guidelin~s to be 
followed by t he Federal staff who work in t..be 
ndministraticn of these programs. If it is deaed 
nec~ssary, we wil l also provide the staff with 
re f ~esher training in mcnitoring techniques . 

To the extenr possible, we will increase the 
number of s ~te visits to be made by our national 
o f fice staff who ;.re rl:!sponsible for overseeing 
these programs. With· respect to the AOP, V4! will 
also resume the pr?ctice of monthly, _onsite 
~or.itoring visits by the field staff of the Bureau 
of Ap~rentices r. ip and Training. 

As far dS overa11 program evaluation is concerned, 
~e are no- workin~ to identify and develop assessme::it 
criteria t i1at can be used to give us an accurate 
and ~eaningful ?icture as to the general accomplish­
ments of the ·two programs and the effectiveness of 
the , individ~al projects that fall under the::i. 

Competitive Proc~rarncnt ?roccdcres 

::'he iss~e ?:"ai-sed by G,\O regardi:1q the use -:if cornpe~ithe 
,:ro.:·.1::-er:ien t :;,rcccd·..1::--:?s in connection wit.:h the ,'\CP and Ute 
:-,at .i.or.a: o.;·. i:r,:;g:-a:a is ;::-,e that. cc:nes :.!p ac;ain and a:;ain. 
·rr.oi.;c;h 1";:ie fin.in,:i.ll ac;reet:1ents that are used to a-.ard 
7edcral !ur.d s un~er these oroc=a~s ar~ "contracts•, the~ 

do not renrescnt orocarernent transactions; they are agreeme::1ts 
und~r wh i ch :inancial assistance is awarded to private nonprof.:.t 
orcanizati~ns and public agencies. While •grant• agrce!:.ent.:5 
wo~ld ~e equally appropriate to- rnake these awards, the use 
o f "contracts '' !1as been c:::~tinued as a matter of convenience. 

In a uroader v~in, the general use of comc~titive a~ard prcced~e 
..... connect.:..on .._.i th these t•,:o programs is sirnply not. a practical 
propo.:;ition . 

. ;•rith respect to the AOP, co::ipetitive a·.,ard procedures 
~ould be ~o rnorc feasible than they ~ould be for 
c~r network 0! State ~~ployMcnt ~cc~rity agcnci~s. 
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I n t he AOP, DOL hash.Jilt an i ns t it~tion -- and 
we do not intend to create a s i tuation t1'here we 
~ight be oblig~d to tear i t down and reconstruc~ 
it ~i th unnecessary freque ncy. I t will be our 
policy, however, to give careful consideration 
to competitive funding procedures wherever new 
AOP initiatives are to be L~plemented . 

. The case of the Na tional OJT Program is somewhat 
different. Under thi s program, DOL pointedly 
seeks the involvement of national organizations 
that are capable of exerting influence or control 
over industry employment pract ices. In this _regard, 
national trade associations and national labor 
organizations dominate our list of National OJT 
sponsors. By working inside _selected private-secto~ 
establish.me~ts that can influence hiring practices 
in specific industries we are able to sensitize in­
dustry leaders as to their social responsibilities 
and ~e are able to assure that program participants 
have direct access to the jobs for which they are 
tra i ned. We belie•,e this strategy ic; a sound one: 
and until it is proven to be otherwise. we do nc~ 
intend to abandon it in the name of •cct.1petition•. 
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PRINCIPAL DEPARTMENT OF LABOR OFFICIALS 

RESPONSIBLE FOR ADMINISTERING ACTIVITI ES 

DISCUSSED IN THIS REPORT 

Tenure of office 

SECRETARY: 
Ray Marshall 
W. J. Psery, Jr. 
John T. Dunlop 
Peter J. Brennan 

ASSISTANT SECRETARY FOR EMPLOYMENT 
ANO TRAINING (note a): 

Ernest G. Green 
William B. Hewitt (acting) 
William H. Kolberg 

ADMINISTRATOR, OFFICE OF COMPRE~~N-
SIVE EMPLOYMENT DEVELOPMENT: 

Robert Anderson 
Pierce A. Quinlan 
William J. Haltigan (acting) 

From To - -

Jan. 1977 
Feb. 1976 
r-tar. 1975 
Feb. 1973 

Mar. 1977 
Feb. 1977 
Apr. 1973 

Sept. 1977 
Jan. 1974 
Sept. 1973 

Pre.sent 
Jan. 1977 
Jan. 1976 
Mar. 1975 

Present 
Har. 1977 
Jan. 1977 

Present 
Sept. 1977 
Dec. 1973 

a/Before November 12, 1975, this title was Assistant Secretar~ 
- for :-tanpower. 

(20453) 
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UNITED STATES GENERAL ACCOUNTING OFFICE 

WASHINGTON, O.C. 20548 

HUMAN RCSOU~ 
OIVISION 

B-16]922 

rhe Honorab~e John C~nyers, Jr. 
Ho~se of Representatives 

D~a: Mr. Conyers: 

March 9, 1)73 

Your .letter of November 21, 1977, asked us to revtew 
the implementacion and progress of the Belp Thr~~~h Indust.y 
Retrainin~ and Employment Program (HIRE) administer~d by 
tne D~partment of Labor. You also asked for an assessment, 
if possible, of the program's eventual succ~ss or fail~re. 

We believe it 1s tco early to make a fair assessment. 
There is no question that the program has dev•loped slowly 
and has had only limited impact through 1977 . But there 
is optimism that the pLogram will eventually be a success. 

General in~ormation on HIRE 

HIRE was first anno~ncea by the Secretary of Labor in 
1anuary 1977 as a program p: imarily to assist disable~ 
veterans and Vietnam-er.:i veterans obtaii1 ~n:ployment. It 
is administered ~s a ~dtional program under the provisions 
of title III-A of the Comprehen~ive Employment and Training 
~ct cf 1973 (CE~A)(29 u.s.c. 871). Labor issued the initial 
directives on the irn?lementation of HIRC in June 1977. 

HIRE has two segments--a rei~bursable activity and a 
~oluntary activity. The r~imb~rsable activity is for those 
qualifying firms that wish to be compP.nsated for extra­
ordinary training costs incurred in training eligible 
persons while the voluntary activity is for ~he firm3 
that ar~ willing to employ eligible individuals withcut 
reimbursement. The goal established oy Labnr for the 
r~imbursable activity was 100,000 job training positions. 
Although Labor did not establish a numeric~l goal for the 
·1oluntary activit7, Labor hopes that the voluntd'"Y progra:· 
• .. ill also result in 100,000 po· itio_ns. Approxu1.•tely S140 
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million was made availa~le by Labor for funding the c:im­
bursable activity during fiscal years 1977 and 1978. Since 
the program was intended to be short term and produce 
i~.mediate impact, there were no plans to provide fun:s 
be?on6 fis:al year 1978. 

A~ initially established, BIRE !ocused on tr.e large 
employers--th~se who had 1,000 or more employees, who would 
have job vacancies in two or more geographical locations, 
and who would agree to hirP. at least 100 individuals. 
Employers participating in the reimbursable activ~~f also 
had to agree to pcovide train~~g. The job vacancies involved 
did not have to be new positions. In c~tober 1977 t.!le 
criteria were revised and eroployers of any size who agree 
to hire at least 15 i~dividuals in one or more locations 
are now eligible to participate in HIRE. The changes wer: 
made in an effort to increas~ participation in the program. 

Prior t~ the revision, employers who wanted to 
participate in the reimbursable activity but did not ~eet 
al.:. the crite:ia (1,000 or mora employees, two or mo=e 
hiring locaticns, and a total ol 100 or more pledges) were 
urged to co•1ta~t the Compr.ehent ive Employment and Training 
Act prime i;:>onsors in their areas who may be able to :und 
projects sim~lar to HIRE projects. l~ tte HIRE orientati~n 
guide the distinction between t.he HIRE prcgram and the 
regular role of the prime sponsor was explained as follows: 

•As the De?artment of Labor could not usurp the 
role of CF.TA prime sponsors, HIRE was oesigned 
to appro,·ch the private sector in a way ·..:he C£T~ 
prime spcnsors co~ld not; by being aimed at major 
corporate employers operating in more than on~ 
geographic area.• 

Ii .appears that the revised HIRE criteria may result in 
program activ1ti~3 similar to those available throug~ 
pro~rams of local CETA prime sponsors. 

Individuals who ar~ eligible to be empJ.oyed under HIRE 
are (1) unemployed disabled veterans, (2) unemployed 
Vietnam-era veterans, (3) other u~employed veterans, (4) 
other unemployed persons eligible f~r veterans prefe:ence, 
(5) econ~mically disadvantaged young persons, and (6) long­
~~rm unemployed persons from families with an annual income 
of $10,000 or le~s. 
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The Natio~al Alliance of Businessmen, already under 
a~reement with Labor to provide other services, ~ccepted 
the task of mar~eting liIRE without additiona! compensation. 
Represe~tatives for the Allianc~ follow up on 1 etters sent 
over President Carter's signature to major firms asking 
for their participation and s~1pport ~or H!Rr:. If a .firm 
indicates a willingn~ss to participata~ an Alliance 
representativ~ will assist thP. firm in preparing either 
(1) the proposed funding a~reement to be submitted to Labor 
for the reimbursable activity, or (2) th~ hiring plan 
submitted to support the pledge for th~ voluntary ac~ivity. 

REIMfURSABLE ACTIVI'I··! -
Employ~rs who participate in the reimbursable program 

are tu be compensated for the extraordinary costs incurred 
in training eligible individuals. The number of hours of 
federally r~iMbursable training ranges from 160 hours 
for the least complex occupations to 1,040 hours for the 
most complex. The Federal reimbursement may not exceed 
50 percen!: of t!'le participant's starting r1~1Jrly wage a-nd 
may, in some cases, be less. 

When an employer submits a proposal to Labor for the 
reimbursable program, Labor representatives are required 
tc review the proposal and tell the employer whether it is 
acceptable and fundable within one week. A Labor official 
told us that this rev i ew is being accomplished in about 2 
working cays ~i~e. 

When an employer has a job opening that is covered 
by the HIRE agr~:ment, the ope~ing must be listed only 
with the local Employment Service office for at least 
the !irst 5 working days. During these 5 nays the 
locdl office is to refer job applicants as follows: 

1st day--disabled veteran~ 

2nd and 3rd days--disabled veterans and Vietnam-era 
veterans 

4th and 5th days--the above categories plus other 
unemployed veterans and persons 
eligible for veterans ?r~ference. 
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After the fifth day, the employeI can resort to ot~er 
means of r~cruitment. If the job orc~r is left with the 
local Employment Service office, the office can then refer, 
in addition to veterans, econcmically di~advantaged young 
persons and long-term ~nemployed persons from families 
with annual incomes of $10,000 or less. Regardless of the 
source tbat r~lerred the individual eventually se~ected 
by the em~loy~r, t~e Employment Service office must certify 
that the inaividual meets the eligibility criteria of HIRE. 

As of Decemb~1 2, 1977, Labor had signed the following 
reimbursable agreements which are g~nerally for a 12-month 
performance period. 

Federal 
Description Number of funds 
cf emolovers Asreements Positions involved 

Employers agreeing to 
hire 100 or more at 
two or more locations 
(original HIRE 6 2,914 $5,329,5!0 
criteria) 

Employers agreeing to 
hire more than 100 
but at only one 
location l 150 354,760 

Employers agreeing to 
hire less than 100 
individuals 5 231 458,400 

Total 12 3,295 $6,142,670 
== =-==== =•=-===•== 

As shown above, Labor had entered into six agreements 
as of December 2, 1977, which did not meet th~ original 
HIRE criteria. 

In addition to data in the above table,· Lahor had 
seven proposals as of December 2, 1977, for th~ reimbursable 
program which a Labor official believed would be funded. 
These proposals ranged from Sl,885,226 for 1,460 positions 
down to $58,876 for 29 positions. 
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As of February 2, 1978, Labor had cec2i7~d an addi~i~nal 
35 proposals which were considered funda!:>le. Of ~he total 
54 proposals either funded or considered fund~ble, 32 
proposals are for less than 100 jobs. As of 1ecruary 2, 
Labor funded 31 projects for 6,674 jobs at a potential cost 
of Sll.5 million. The per.cing 23 propoaals vou1o adci 3,603 
jobs at a cost of $5.3 million. 

We asked Labor officials about the ~umb~r of persons 
hired under the HIRE reimbursable progra:11. 0~ C>ecem:::. : r 2, 
1977, officials had little information oc the program r~sul~. 
Since then Labor has prepared reports on the BI2E parti~ipa1.:s 
who were placed by the Employment Servic~. Tl:e first repor~ 
showed that 136 persons had been placed in tile reimbursable 
program as of October 31, 1977. The second report, prepared 
th12 week of January 30, _1978, showed 285 pl~cements as of 
November 30, 1977. 

Under ~he filnding agreements tte t:m;,loye:s are not 
tied to a rigid hiring schedule. Tr.e only ti~..eframe 
involved is that the required train1ng must be ~iven during 
the period covered by the fundin; agree~ent. If an ~.J:Jployer 
d.oes not hire the nulilber of individuals he origi.lllally agreec 
to, he will only receive rei~bursement for the e.%traordi.nary 
training costs incurred fo: the individua1s =~:~. 

Officials pointed out that, ~ith the lack of rigid 
hiring schedules which permit employers to hire as the need 
arises as long as the required training can be completed 
in the agreement perivd, the program was not sercctured to 
reach its goal immediately. Labor officials t::to~ght that 
tr.e revised guidelines would result in more e:J!?loyer 
participation in HIRE. One ~fficial expressed optimism 
that the reimbursabl~ HIRE prc;ram would event~aJlly come 
clo£e to achieving the original goal of lD0,OOu positions. 

VOLUN'rARY ACTIVITY 

The voluntary program does not invol7e Federal reim­
bursement and as a result, the requiremen~s for e111ployers ar~ 
less extensive. E~me of the criteria which ci!fe=s signifi­
cantly from the I~imbursable program are as follows: 

--The voluntary pro;ram employers are asked only to 
provide jobs. The~e is no reguiresen~ for on-~~~job 
and related training. 
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--Employers do not have to lis~ their job openicgs 
with the local E~ploy;nent Service office. 

--The ~mployer can certify to tte eligibility of 
the individual hired. 

The National Alliance of Businessmen, in•.~-,1ved witl. 
~arketing of BIRE as described earlier, main~ains informa­
tion on the pledges received for the voluntary program and 
the number of hires reporteci by tbe participating businesses. 

In our discussion with Alliance officials in February 
1978, we were told tha~ their most current hiring infor­
mation was as of December 31, 1977, when the participating 
empioyers had reported hiring ebc--11t 20,000 veterans and 
1,200 non-veterans under the vr~untary acti~ity. As of 
February 15, 1978 ! the National Alliance of Businessmen 
had received pledges f~~ approximately 65,400 jobs for 
the voluntary activi~y. The Alliance officials stated 
that they had 3 goal of 100,000 pledges and hires for ~he 
voluntary activity and they expected to reach the goal. 

The matters covered in this report were dls~ussed with 
Lab~r and Nati ·~al Alliance of Businessmen officials and 
their comments ~ere considered in tile report's preparation. 
Also, as arranged with your office, copies of this report 
will be distributed to all interested o~ affected parties. 
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r contracti~1 Practic~s for .Indi:'.tn Progra ■s under co■prehensiY" 
Employ~ent a~d Training let]. Ba~-79-28; B-163922. Dece■ber 8, 
1978. 6 pp. 

Beport to sen. Henry Bell■on; by Gregory J. lhart, Director, 
Ra■an Resources DiY • 

.Issae Area: Eaploy■ent and 'training Prcgn■a: Interna1 
&dainistrative controls oYer Cftl Prograu '3204); 
E■ployaent and Train!.ng Prcgra ■s; E■,1oyabilitJ of S•lected 
Target Groups (3201). 

contact: Baaan F.esources DiY • . 
Budqet Pun,-tion: Education, !lanpover, and Social sernces: 

Training and E■plof'!'ent (504). 
o:qanization Concerned: Dei:art■ent of l.ator. 
congressional BeleYance: Sen. B9nry !k!ll■on. 
Authority: Co■prehensive E ■ployaent and training let (29 u.s.c . . 

872, as a■ended). 

illlegat~.On$ vere ■ade that certain contr~ctors appeared 
to be used extensiv 4lJ to provi~e trairdDg in tila India~ . • 
eap.~oyaent ai:.d tre:.ning programs authorized by the Co■p:ehensii ·e 
Eaployaent and Training let (CETA). 7cvr eponaors ana1Jzed 
~ccounted for 40% of the Indian prograa funds expend,d for 
classrooa training in fiscal year 1977. Three of the I11aiaa . 
sponsors qenarGll• a•ard~d small contracts to a diverse group of 
training organizations pri ■arily for the proYision of clusroom 
and on-the-job training. Thg fourth sicnsor awarded pri■trilr 
larqe contracts also to a diverse group of organizations. 
llthoaqh so■e sponsors avaraed seve~al s■all contracta to the 
sa"e orqanization .. the total a ■ount paid a~der such aultiple 
contracts vas not significant • . Ro pattun ves noted of tbe saae 
contr~::tor beinq uaed by se•eral sponsor~ and involYi:lg 
substanti ,1 funding. (RBS) 
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B-163922 December 8, 197c 

The Honorable Benry B~llmon 
Onit3d States Senate 

Dear Senator Bell~on: 

Based on your letter of March 1, 1978, and subsequent 
discussions with your office, w~ inquired into selected 
aspects of the Indian employmer·t and training progra:ns 
authorized by the Comprehensive Employment and Training Act 
(CETA) (29 o.s.c. 872, as amended). Specifical:y, we concen­
trated on o!?taining information as to whether certain con­
tractors appeared to be used extensively to provide training 
in the Indian program~. One of your r.onstituents had alleged 
that improper practices may have been used by the Department 
of Labor to favor a certain contractor. 

We examined pertinent grant files relatinq to the 
administration of Indian employm~nt and training programs at 
Labor headquarters in Washington, o.c. We also obtained 
information from five selected sponsors and met with your 
con.s.tituent who had raised the issue of i ':-proper contracting 
practices. 

Data we obtained for three Indian sponsors indicated 
that they generally awarded small contracts to a diverse 
group of training oreanizations primarily for the provision 
of classroom and on-~he-job training (OJT). Data obtained 
for a fourth Indian sponsor showP.d that the sponsor awarn~ 
l~rqe contracts also to a diverse group ot organizations. 
Since we did not find a pattern of the sam~ contractor being 
used by several sponsors involving substantial funding, we 
do not celieve that there is sufficient bas~s to undertake a 
major review at this time. However, we wil~ keep the points 
rllised by your constituent in mind in our future reviews of 
I~Jian employment and training programs. 

BRD-79-29 
(205003) 
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INDIAN EMPLOYMENT AND TRAINING FROGRAMS 

CETA authorizes comprehensive employment and training 
programs to be established by sponsors for Indians and other 
Native AJDericans. Indian tribes, bands, or groups, and 
public and private nonprofit agencies are authorized to be 
designated as sponsors. Unlike many other CETA programs 
which are regionally administered, tbe act provides that the 
Incian employment and training programs are to be federally 
administered at the national level because of the sr~cial 
relationship between the Federal Government and Indians. 

After the Secretary of Lab~r determines that an Indian 
tribe, band, or group has demonstrated the capability to 
effeetivel7 administer a comprehensive employment and train~ 
program, the potential sponsor is required to submit a compre­
hensive plan to Labor for approval. In part, this plan must 
describe the services to be provided, establish performance 
goals, and descrir.e the geographical areas to be served under 
the plan. Through this plan approval process, each sponsor 
s~cifies the employment and training activities for which 
funds will be expended. 

During fiscal year 1977, there were 157 Indian program 
pri~e sponsors. Labor reports show that about $43 million 
of 1977 funo.5 had been expended on the following employment 
and training activities: 

Activity 

Worli: experience 

Public service 
employment 

Classroom training 

On-the-job trai~ing 

Services and oth~r 
activities~/ 

}_'!lount 
~X'Oi;:nded 

{in tEousands) 

$ l7,194 

8,875 

!/ 9,094 

2,754 

4,853 
s 42,770 

Total 
ex enditures 

per .. ·P.nt) 

40 

21 

21 

7 

11 
loo 

a/ About one-half of classroom t:aining expenditnres 
- represent allowances pai~ to participants. 

b/Includes services to participclnts such as counseling, 
- ddy care, transportation, etc. 
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Indian sponsors, as shown by the above figures, have 
put heavy emphasis on the employment activities--wcrk 
experience and public service employment. Accordiog to a 
Labor official, this is because the Indian sponsors dre 
generally located ·in isolated, rural areas which often do 
not have sufficient opportunities !or individuals in 
commercial or industrial jobs to justify skill traininq. 
These sponsors usually provide employment opportunities 
without the assistance of contractors. 

Classroom training and OJT are usually provided to 
participants through contracts between sponsors and training 
organizations. Classroom training is generally provided 
through State technical schools, local vocational education 
schools and private for profit vocational training schools. 
0,1T is normally provided through contracts wit.t: local 
employers. Classroom training and OJT accoun~~d for about 
28 perce~t of the employment and training expenditare~ in 
the Indian programs for fiscal year 1977. 

SELECTION OF SPONSORS FOR ANALY~IS 

tabor maintains files on Indian program grants, however, 
these files do n~t contain information on the contracts 
between sponsors and the var.ious orgar, izatil)ns who provide 
training to participants. Therefore, we obtained data from 
the ~ponsors themselves. In selecting a sample for analysis 
from ·mong the 157 Indian program sponsors: 

--we selected 5 States within the 48 ~ontiguoas 
States generally having the lPrgest number of 
Indian program sponsors during fiscal year 1977. 

--Within the 5 States, we selected for further 
consideration 18 sponsors whose grants were 
generally among the largest in their State. 

--Through further analysis, we determined th~~ 5 
of the 18 prime sponsors reported expenditure~ 
over $200,000 for classroom training which 
accounted for about 55 percent of all the funds 
expended for class~oom training in the :ndian 
programs. These five sponsors, located in thr~ 
States, also accounted for 27 percent cf t~e 
national expenditures for OJT. 

We obtained additional oetails on classroom t~aining and 
OJT activities directly frcm the five sponsors selected for 
analysis, but we did not make a detailed verifica:ion of the 
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information provided. During our inqu1r1es to clarify some 
of the information provided, we learned that one sponsor was 
being ir.vestig~:ed by the ?ederal Bureau of Investigation 
for alleged progr~ abuses. Based on a review of tabor•s 
grant tiles, we concluded that ~he data provided to us by 
this ~ponsor was not reliabl~ ~nd thereto:e we excluded this 
data from our analysis. 

Th~ remainir.g four sponsors in our analysis accounted 
for 40 percent of the India~ program funds ~xpended for 
classroom training in !iscal y9a.r 1977. Three of the four 
sponsors al.so operated OJT programs during fiscal year 1977, 
and their activities acco:mted for 21 percent of the Indian 
program funds expended nationally on OJT. The following 
table shows partinent data on classroom training and O~T 
acti·-1ities for the four sponsors during fiscal year 1977. 

Indian 
Creek Choctaw Centers, Na~;ajo 
Nation Nation Inc. Tri~~ 

Classroom Traini~ 

Expenditures $223,373 $367,716 $393,149 $2, '549,:7Z 

Number of 
training contractors 24 16 29 8 

Largest air.oun t 
oaid to a 
training contractor $ 24,413 $ 27,482 $16,357 $ 65 2,53:L 

On-the-Jcb Trainin2 

Expenditures $ 61,039 $229,499 !/ $ 287 ,'93 

Number of 
training contractors 19 78 ,) 

Largest amount 
paid to a 
training contractor s 8,215 $ 9,551 $ 103,544 

_!/Did not have an OJT program. 
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ANALYSIS OF TRAINING ACTIVITIES 

As shown above, the number of classroOJ: training con­
tracts reported by the sponsors ranged from 8 to 29. In 
some instances contract expenditures for direct classroom 
training activities were negligible (less than $l.5) because 
training institutions were State supported and did not re­
quire tuition fees. In such instances, most of the e%pendi­
tures charged to the CE~. program would be for a.ll.oweces to 
participants. The largest expenditure for class~om train­
ing to a single contractor by three of the four sponscrs vas 
less than $28,000. 

The Navajo spo~Jor, which accounted for nearly 30 per­
cent of the national ~otal expenditures for classroom train-
ing and 10 percent of the national total expendieures f~~ 
OJT, awarded significantly larger contracts in both training 
areas. According to a tabor official, the Navajo Tril::e is by 
far the largest. Indian sponsor. Data we cbt~·.ined shoved tbe 
largest amount paid to a contractor for classro·:= training by 
the Navajo Tribe was ~65~,93 1 and the larc;est anount i:aid for 
OJT amounted tc $103,544. Th ·.:.; ~p<Jnsor also used both natiocal 
contractors and local organizations. For example, the Navajo 
Tribe award~ a training contract to a national organization, 
the America:, Federation of Lab:, r and Congress of Industrial 
Organizations, to provide training to the Navajo through 
apprenticeship and upgrading training programs. 

For the sponsor~ in our sample,, OJT contracts were 
usually smaller tha·.1 classroom training contract.s. Tte OJT 
and· ·classroom training contracts for the sponsors contacted, 
with the exception of the ?:avajo Tribe, were generally sma.ll 
and were made with local training organiza~ions inclucing 
State educational institutions, private for protit b~siness 
and technical schools, private businesses, hospitals, ~tc. 

The number of OJT con tracts per spo,~sor ranc;ed fr.:mi 6 
to 78, and the l ~rge.st a.mount paid to a contractor by 2 of 
the 3 sponsors was less than $10,000. OJT con:act pa7111ent.c; 
by the Navajo Tribe ranged from a low o! $743 b::> a high of 
$103,544. 

Al though som-a sponsors awarded se,•eral small cont.:-acts 
to the same organization, t.he total amount paid 1.nder sue:: 
m•ll tiple contr;;~ts was not significant. The spcr".sors :oca::ed 
in Oklahoma ( Creek ?!ation and Choct~•:: Nation) die: have some 
contractors in common. The contractors includec a Sta~e 
educational institution and local technical schcc1s, a:d t:~ 
coDbined amounts paid tv these organizations rar.ged fr:n 
Sl,100 to $28,480. 
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Your constituent had indicated that i:2!proper practices 
may have been used to favor a certain -contractor. The 
specific firm cited by your constituent was not listed as 
a contractor for any of the four sponsors we contacted. 

We hope that the preceding information will be useful 
in responding to your constituent's inquiry. ,s a~ranged 
~ith your office, we are making copies of this report 
available to others who may be interested in its contents. 

Sincerely yours, 



UNITED STATES GENERAL ACCOUNTING OFFICE 

RELEASED. WASHINGTON. 0.c. 20M1 

HUMAN RDOU..:a USTRICTED - Not to be relNaed outside the General 
oav1a10N ~oountinc Office except on the basis of specific up ptG ~, . . , a..._ Office of ConsressfonDI iiolationa. -

OCTOB&R 2, 1ffl 
B-177486 

The Honorable Charles Pashayan, Jr. 
Bouse of Representatives 

Dear Mr. Paahayan: 

111111111 
110524 

Subject: [Evaluation of the Secretary of Labor's 
• Comments on •The Award of Funds To 

The National Farm Workers Service Center, 
Inc. Waa Poorly Managed• (HR0-79-127) 

On April 8, 1979, you asked that we provide clarifying 
information on our report (BR0-79-30, Jan. 15, 1979) about 
funds awarded to the National Farm Workers Service Center, ·rnc. 
Your request was baaed on the Secretary of Labor's March 6, 1979, 
letter to you commenting on certain matters discussed in the 
report. The Secretary disagreed with several of our findings 
and, in some instances, questioned th• facts underlying them. 
After reviewing these comments we are satisfied that the facts 
presented in our report are accurate. Following is our evalu­
ation of the Secretary·' s comments. 

NTIAL 
RAM 

:;,.: ·questioned th~ need for a residential English language 
training program because State and local school officials be­
lieved the center's program would duplicate.educational oppor­
tunities already available through the school f~· m. , Jhe 
Secretary contended -that while the ·xern county,_c ·01 'system 
attempts to meet farmworkers' needs, its programs do not signi­
ficantly benefit many workers whose employment and ~igration 
patterns preclude them from using these facilities~ The 
Secretary argued that intermittent classes, night classes after 
long work days, and lack of transportation to classes supported 
this argument. 

Labor officials told us that their argument was based on 
subjective judgments drawn from a knowledge ·of farmworker needs. 
They told us that they did not determine the nature of the English 
language courses offered by the Kern County public sch·ool system. 

$07/D (204790) 
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For that reaaon th•y c:01i1ld not produce any tan9ible proof of 
their aaaertions that the program structure and methodology the 
Kern County school system employs would not significantly benefit 
the workers to be served under the grant. 

As we previoualy reported, (b: adult education consultant 
for the California State Department of Educ~tion, whose geographic 
area of responsibility includes ICern County1/ \told us t.tiat while 
the English language courses offered by the sc.hool system are 
generally held at existing school facilities, courses for 20 
or more students can be offered at farmworker locations. These 
locations include large corporate farms or work c~~b•~ 
facilitie$ are available. The consulta~t told us . " ·t11e ' number 
of courses Kern County offers is determined by th number of 
persons interested in participating. Thus, with very few ex- . 
ceptions all interested persons have a chance to attend courses. j 
our report also noted that officials of the Bakersfield Adult • 
School, which serves about two-thirds of Kern County, indicated 
that the English language courses being offered attempt to 
address community needs. 

The Secretary also wondered why, if the proposed program 
was a duplication of effort, the State Board of Ed~cation did 
not object during the A-95 clearinghouse process.\ Labor offi­
cials told us that in preparing their response they did not know 
if the board had ever been given the opportunity to comment on 
the proposal,~ -~ assumed the board had seen the proposal and 
had no comments . . ; . •. 

fl- .· , -. ' -
These comments show that\~abor based its response on 

knowledge of farmworker problems in general and speculation 
about the clearinghouse process rather than on the facts at 
band.; Accordingly, the Secretary's response neither refutes 
our findings nor demonstrates the need for the residential 
English language program. 

NONCOMPLIANCE WITH A-95 
CLEARINGHOUSE REQUIREMENTS 

: Our report faulted Labor for not ensuring that both State 
and ·1oca_l governments had the opportunity to comment on the 
center's proposal in relationship to State, area, and local plans 
and programs~ This is done through Office of Management and Budget 
Circular No. ,/A-95 procedures. The Secretary, in responding to 
our report, stated 

2 
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--The center•~ propo■al was sent to the Stat• clearing­
house and Laber a■sumed · that the State clearinghouse 
would submit the propo■al to the appropriate area 
clearinghouses. 

-It would be impoaaible to determine which area 
clearinghoGae• ahould be aent the proposal since 
the center propoaed to recruit through 13 Campeaino 
center■ Statewide. 

We are unconvinced by the Secretary's arguments. First, • 
Labor's own solicitation for grant applications required the 
applicant to send the proposal to the appropriate State and/or 
local clearinghouses. We cannot see why Labor would then assume 
that this was the State clearinghouse's responsibility. 

Second, aa the Secretary noted, the center proposed to 
recruit participants through 13 Campesino centers throughout 
California. We cannot see why the proposal was not sent to area 
clearinghouses serving the areas in which the Campesino centers 
are located. 

Third, Labor should have been well aware of at least one 
area, Kern County, that would be served since the application's 
cover sheet indicates that the area of project impact will be 
•xern County/State of california.• In addition, the grant 
singled out the barrios of Kern County as one of three groups 
to be served. Finally, on March ·3, 1978--well before the 
July 1978 grant award--the Chairman of the Kern County Council 
of Governments sent a strongly worded protest to the Secretary 
of Labor because Kern County and eleven incorporated cities 
were bypassed in the A-95 clearinghouse process. At a minimum 
the center should bave sent its application to the area clear­
inghouse for Kern County. 

GRANT AWARD REPRESEltTS A SUBSTANTIAL 
INCREASE IN THE PER SLO'l' COST 

Our report noted that one questionable aspect of the 
center's grant was the high cost of the vocational skill 
training program-about $21,000 per slot. We pointed out that 
this slot coat far exceeded the $7,500 amount specified in the 
solicitation for grant applications and the $10,000 to $12,000 
range which reviewers considered acceptable, if justified, during 
the selection process. We reported that five applicants had 
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•. been eliminated du~.ing the first phase of the selection process 
solely because their per slot co1ta exceeded the acceptable limit. 
our basis for this statement was a September 29, 1977, Labor 
memorandum showing that five applications were considered non­
responsive solely because of slot costs. 

The Secretary objected to our finding, stating that 
applicants were never eliminated because their applications 
exceeded recommended coat guidelines. Be said that only 
when such cost overruns could not be substantiated did this 
factor become critical. We asked Labor officials for docu­
mentary evidence to support these comments, but they could 
not provide it. 

PREMATURE ANNOONCEMEN'l' or GRANT AWARD 

The Secretary aaid that we were •absolutely wrong• in . our 
assertion that the announcement of the grant award prior to 
negotiating the grant proposal weakened Labor's negotiating 
strength. After diacuaaing this comment with the Labor official 
involved in the negotiations which took place after the signing 
ceremony, we are satisfied that the position we reported is 
accurate. The Laber negotiator again confirmed that the nego­
tiations were made more difficult for him. He told us that while 
the center's representatives never said that they would not 
agree to any of the changes being negotiated, the assurance of 
an award was lurking in the background. 

The Secretary also contended that a statement contained in 
our report leads one to the conclusion that their bargaining 
poaition was not weakened. our report stated that on April 21, 
1978, Labor informed the applicant that the Department would not 
pursue the grant award without the applicant's prompt and active 
cooperation in the negotiation process. We do not believe this 
belies our poaition. Labor called for the applicant to demon­
strate that it would resume negotiations but it did not neces­
sarily change the bargaining positions. 

LABOR DENIED GAO ACCESS 
TO ITS Ri:coiDS 

On March 9, 1978, we advised Labor that in response to a 
congressional request, we were starting a review of a grant 
awarded to the center. Four days later, Labor officials 
denied us access to all grant-related records involving 
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activities after J«nuary ll, 1978--the date Labor held a 
grant signing ceremony prior to actually executing the grant. 
TWO months later, after the Comptroller General wrote a 
letter to the Secretary, we were given access to the records. 
Aa Labor correctly observed, our investigation was then allowed 
to proceed without delay. This delay accounted for about 20 
percent of the calendar time it took to do our fieldwork and 
report our findings. Thus, we believed it necessary to report 
the extent of delay experienced because of access to record 
problems. 

The Secretary said that while ·Labor delayed giving us some 
of the files we did not connect the access issue to any findings 
or conclusion• in our report. The issue of Labor's denying us 
access to its records bas nothing to do with our reported find-
ings and concluaiona since we were finally able to see the request­
ed records. Rather, the issue is that Labor significantly delayed 
our review of records central to the work we were requested to 
do. ~his is in spite of our clearly defined statutory authority 
to review those records. 

The Secretary concluded that we raised this issue ••••only 
to excuse the delay in their submittal of the report to the 
Congress.• Labor solely caused this delay. By refusing to 
grant us access to the requested records for 2 months, Labor 
seriously impeded our work and, as a result, delayed our report 
to over 30 Members of Congress who requested that we review 
Labor's award of funds to the center. 

SOLE SOURCE. 
1 
GRANT FOR 

AGRICULTORAL APPRfflICESRIP TRAINING 

We criticized Labor for awarding the center an agricultural 
apprenticeship training contract on a sole source basis, rather 
than by competitive means. The Secretary's comments on the award 
merely reiterate Labor'• position as contained in our report. 
He stated that previous attempts to cultivate apprenticeship 
training through agricultural employers have met with limited 
success: therefore, Labor took the opportunity to test appren­
ticeship training through organized labor. According to a Labor 
official . the •previous attempts• mentioned in the Secretary's 
letter are the same two projects identified in our report, which 
are the only agricultural apprenticeship projects Labor has funded 
in California in the past 7 years. Contracts for both projects 
were also awarded on a sole source basis. 

5 
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SELECTION OF SPANISH 
SPEAKING PROGRAM PARTICIPAHTS 

In commenting on participant eligibility requirements, the 
Secretary said that it is •not true• that individuals wishing 
to participate in English language training (more than 80 percent 
of total program enrollment) would be limited to those speaking 
Spanish. According to the Secretary, Labor's interview with 
the program director subsequent to our report revealed that she 
had no knowledge of having made such a statement. As is clear 
from our report, we also interviewed the program director, and 
she told ua that she expected individuals wishing to participate 
in English language training would be limited to those speaking 
Spanish. Despite Labor's disagreement, the source of its evi­
dence is no different from ours. Therefore, the secreta~y has 
no firm basis for stating that the information we reported is 
untrue. 

THE CENTER LACKED EXPERIENCE IN OPERATING 
A RESIDENTIAL SKILL TRAINING PROGRAM 

In commenting on the center's lack of program experience, the 
Secretary said that the center's failure to score high in the area 
of residential skill training experience did not, in itself, dis­
qualify it from consideration as a possible grantee. We neither 
reported nor did we suggest that the center's failure to score 
high on experience should, in itself, have disqualified the center 
from consideration. our report noted that experience was one 
of five factors panelists evaluated during the third phase of 
the selection process and that of a possible 20 points, the center 
scored a relatively low 13.S. 

The Secretary also said that the center's proposal--consid­
ering all rating factora--scored highest among all others reviewed. 
We do not agr••· We accurately reported that the center ranked 
third of- 20 proposals during the final round of the selection 
process. A Labor official told us that the pecretary's statement 
should be clarified. Be told us that Labor intended to say that 
during the final round the center ,cored highest among all appli­
cants from the State of California. Four California proposals 
were reviewed during the fin.al round. In any case, we fail to 
see the relevance of this comment in defending the center's 
lack of experience in operating a residential skill training 
program. 

6 
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Aa arranged with your office we will make copies of this 
report available to others 3 days after issuance. 

Sincerely yours, 

7 
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