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“This .document presents a summary of the Final
‘Report prepared for an analysis of the Federal Bonding
Program from, the first Bonding Assistance Demonstra-
tidn Projects to the present nationwide Manpower
‘Administration.effort. The analy51s was conducted -~
by Contract Research Corporation from August, 1974
through September, 1975, under Contract Number 20- 25-
75-01 with the Office of Manpower Research and Develop- .

“ment, Manpower Administration, U.-S. Department of e
Labpr; ) '

The historical material contained in Sections 2
and .3 of this paper is presented in considerably
greater detail in Volume I of the Final Report,
Program History. The bases for the findings, con-
clusions, and recommendations contained in Sections
4, 5, and 6 of this paper respectively are presented

“~in Volume II of the Final Report, Program Analysis.

The research team included‘Su5an Carnduff, who
- .had primary respon51b111ty for preparing Volume II:
‘Carole Miller and Diane Savitsky, who-served as
.research analysts. 'Hal Shear provided on- g01ng adv1ce
-and review of. major study reports.
. Lawrence Bailis served as PrOJect Director for
the study-under the overall supervision of Joanna
Kennedy, Corporate Officer in Charge.




1.0 OVERVIES

s

ekgreund; The Federil hondinu Program
FideLity_honding;is Q form of insurance utilized to indemnify-employers‘

Eor loss.of money OT other‘property.sustAinedlthrOUgh dishonest act$ of covered

VEmployees. These acts include larceny, theft, forgery and embezzlement. Loss

caused by omission or error nct ihVoivihg diahoncaty is not couered.

- ’ In recent years, fidelity bonding coveruge has genernliy,been purchased by
‘employera in,the'form of a hlanket pgngi‘a single policy whichvcoliectively covers’

: a11 officers and emplovees of the e>t1bllshmcnt Other, less used, kinds of

vbonding include 1nd1v1dua1 anos (which, as is suggested b\ the name, cover only

one 1nd1vxdu11 for a 5P8C1f18d amount of loss), name schedule bonds (whlch 11st y

1nd1vxdua1 employees 1nd amounts of thelr c0\er1ge), and p051t10n schedule bonds

} (which cover -all employees_ln_a gluen p051t10n, e.g., cash1er, for a stated amount
without, listing their names). ' '
"The blanket bonds have constituted the largest portion of the market betause\
of the1r greater administrative simplicity; under blanket bonds there is no need
to update the pollc) whenever personnel actions are taken or hew job categories

. created. -

Fidelity bonding is generally considered good financial management practice,
and is now utilized by many employers. However, fidelity bonding has stood as
a major barrier to the employment of those with police records and ex-offenders

because the standard fidelxty bonding: policies throughout the United States have

\

1nc1uded the following clause:

] The coverage of this Bond shall not apply to any Employee
from and after the time that the Insured or any partner officer
thereof not in collusion with such Employee shall have the know-
- ledge or information that. such Employee has committed any fraudu-
lent or dishonest act in the service of the Insured or otherwise,
'whether such act be committed before or after the date of employ-
ment by the Insured. (Emphasis added.). :

Fidelity bonding underwriters ‘have includedthis clausefbecause, according to

standard fidelity bonding practice, bonds should not be issued at all whenever

)
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.there is any reasonable likelihood that an individual might default. In other

¢ -

words, unllke life insurance underwrlters, who set premlums accordlng to the

degree of risk, f1de11ty bond underwrlters generally seek to-avoid r1sk al-

. together. .In the eyes of thesé underwrlters, preV1ous comm1ss1on of a d1shonest'

or’ fraudulent act 1s an indicator-of a llkellhood to do so aga1n in the future.,

A}
The Fedsral Bonding ‘Program emerged from a series of exper1menta1 and

demonstratlon (E & .D) efforts by the Department of Labor to determ1ne whether

ex-offenders and other potent1al employees excluded by the "fraudulent or dis-

.honest" clause in the bonds were truly such a r1sk as to be Just1f1ably pro-

h1b1ted from worklng at certain jobs for the rest of their lives because of
A preV1ous "record". o . : - ;

These E § D bondlng efforts wece planned by the Department of Labor in
early 1965, in response to feedbacn from manpower program operators wh1ch in- "’
dicated that the exclusionary el1grb111ty clause was prevent1ng certain tra1n1ng
program graduates from obta1n1ng jobs for'whlch they were otherw1se qua11f1ed.
Specific leg1slat1ve authorlzatlon to attack this problem was obtained in-the.
1965 amendments to the Manpower De lé pment and Tra1n1ng Act (MDTA) In 1966.
E&D prOJects ‘were 1mplemented'at public Employment Service gffices in four
c1t1es and at six additional sites in order to (a) explore the feas1b111ty and
usefulness of a program to overcome the effects of these exclusionary practices -

on ex-offenders, and (b) to determine the viability and utility of at least

‘one way of doing this: by providing fidelity bonding to -some of the‘groups
\

;affected by these excluslonary ‘practices.

"It.was hoped that 1f fidelity bond1ng coverage could be provided for such

S
. Many Tnsurors ‘state that they waive this restr1ct1ve clause whenever

eIployers give them good evidence of. the trustworthiness of a potent1a1
employee. Some employers and Employment Service personnel, on the other
hand, d1spute this statement. '

\

(38
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presumed "h1gh risk” job applicants, the record of the E § D projects would
establxsh (actuarlal) bases for aeterm;n1ng the cpsts of providing speclal
coverage and demonstrate that these appllcants were‘no lcss trustworthy than
‘the average employee. If this hope were realized; it was further.antlclpated
that insurance companies might’ be persuaded to modlfy or e11m1nate the restr1c~

.

txve "bonding e11g1b111ty practices that had caused Department of Labor officials

kY

to be concerned. v

- Department of Labor officials responsibie_for these E & D projectszgradually
reached the conclusion that the availability of bonding was’ 1ndeed helping

h sxgnxflcant numbers of individuals to get jobs for which they were otherwlse
xnelxgxble. Accordingly, the demonstratlon projects were expanded to addltlonal
sites, to the point-where bondlng serv1ces were avallable in more than flfty ‘
cities in twenty-nine states. In 1970, a dECISlon was reached to transfer

’~the.expanded E § D.bonding effort to the status of an operational national
program, making it available through each of the more than 2400 Employment
Service Local Offices in the United States. The changeover took place in
1971, and_bond;ng has continued as a nationel program to the'present time."

Prior tb expansion to a nationwide program, the E § D bonding projects

were known collectively as the Trainee Placement Assistance Demonstration
Projects. Slnce that time, they have been known as the Feder11 Bondlﬂg Program,
For conven1Pnce, the phrase 'Trainee P11cement Assistance Demonstration Projects
and the ensuing cheral Bondlng Program'' is hereafter 1bbrev1ated to read "the

©

bonding program'.

1.2 ‘Research Obhjectives

As indicated in the research design .for this .study, the overall analysis
of the bonding program has been directed to meeting nine pbjectives:

e To provide an accurate record of the evolution of the bonding pro- A
gram from the passage of the initial authorization in the Manpower
Development and Training Act of 1962, as amended in 1965, through
the passage of the Comprehensive Employment and Training Act (CETA)
in December, 1973, focusing upon key events in that evolution.

1}
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-involved in the conduct of the historical analysis are summarized in Section 1.3.1l

,r"‘ L . : - . i
® To provide insights into the interests and expectations of key
Department of Labor staff memhers ’

To provide an accuratc record of the insurance 1ndustry s attjtudes
and policies towards bonding those ‘with criminal records and fthose
who are bad credit r1sks

.‘..

e. To prOV1de an insurance 1ndustry perspectlve of De of Labor

activities under the bonding program.

e To provxde systematlc data concerning the bonding and post- bondlng
experiences of program part1c1pants

e To provide add1t1ona1 ‘information wh1ch may help to explain these
differences. ) -

e '~ To provide systematic data concerning the changes in employer att1tudes
and behavior which followed participation in the bondxﬁg program.

e To provide systematic data concernlng changes in- the att1tudes apd
policies of the fidelity ‘bonding ‘industry which have followed the
introduction of the federal bond1ng program.

e To provide add1t10na1 1nformat1on wn1ch may help to exp1a1n these
changes in employers and 1nsurers *

The first four of these objectives were addressed in'the development of a

Historz of the Federal Bonding Program. The major methodological considerations

below; the results of the historical analysis are presented in Sections 2 and 3.

The entire !} 1storz comprises Volume I of the Final Report.

The rema1n1ng five obJectlves were addressed in Program Analysis.

The highlights of the methodolog1es employed in the program analysis are
presented in SeCtLOnQI 3.2; the finolmgs roﬁclusions, and‘recommendations
which emerged from the program analysis are contained in Sections 4, 5, and

6 respect1ve1y. The entire Program Analysis comprises Volume II of the Final

Report.

" Research Des1gn for Analysxs of the Federal- Bond1ngﬁPrAgram pages 2, 5,09,
16, and 21. . i




1.3. Research>Méthodolbgy-

1.%.1 Methodology for the llisturical Analysis o

Data Sources and Datn~Collection

The historical analysis was based on the collection and analysis of
two kinds' of information: o . e

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

e Recollections of key participants in the conception, development and
implementation of the bonding program, including current and former
Department, of Labor officials and executives in the. fidelity bonding
industry. . . >

‘Da;é collection was accomplished through interviews with key participants

in the evolution of the program and through review of historical files.- Inter-
views were completed with more than twenty Department of Labor and insurance
_industry officials; most of them also provided access ‘to their files to supplement
the interview data.
i

-Data Analysis

The collected data were analyzed with two ends in ‘mind. The first of these
was to provide a.succinct historical narrative, a chronological listing of the
major events in the histofy and evolution of the program. The second of these

. ] :

"was to review all available informatibn in order to obtain explanations of how

and why the pfogram evolved as it did.

..

It ié}inevitable that explanatory analyses involve thé_u;e_of judgme;t.
Whenever possible, the data.or‘other’evidence used to provide;explanatioﬁ is
presented either'in the text or in footnotes. The sources of quotafions are
not identified, at the request of some 6f our interviewees. Similarly, the
senders and receéivers of memoranda are iaentified only by the organizations-in

which they were working at the time.
..

w

Ay




Agency Somenclature

ﬁtraxohtfor“ard hlstorlcal dcscrlptloﬂ of Depaltmgntdl manpower. plogrqme

‘is hampered b\ the frequent reorganx ations and multxple proqrqm activities of

the “anpouer \dmlnlstlatlon which took place in the mid and late 1960%s. Re-

gardless of the changing names of some of therofflces involved, hOhever the

o L, . . )
planning and implementation.of the bonding program 1ppe1x§ to have been a cooperq-
.

tive effort between the agency within the HanpOher Administration hlth respons1—
bility for experimenralland demqnstrgtion (EED) activities, and the organization
with responsibility for'admiﬁistering the pubrfc Employment Service at the Natiomal
0ffice level. '

During the periodehen theibonéing program was first being considered and
designed, the EGD responsibility was assigned to an orgéniza;ion'known as™the

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

i

{implemented, the_ﬁﬁo'responsibilities had been assigned to the Office of Special

.

Manpoﬁer Programs within the Office of “anpdwer Policy Evaluation and Research
(OMPER) . Coincident with the further evolution of the program, the E&D ageﬁg}
became known as thé Offiré of Research and Development (CRD) within the Office
of POIle Eviluation and Research (OPFR)

Ome, OMPER, 1nd ‘OPER are basically the same offlce with ‘different names.
The’ Offlce of Special Manpower Programs was established to conduct E&D programs

and was later merged with the Office of Research to form ORD. But desplte these

name changes, E&D‘responsibilities remained in the same unit in the same;

:

overall office. . \

The same pattern was present ‘with respect to the Employment Service.

) The-respon51b111ty for coordlnatlon of the bonding program with State Employ—

o

ment Service Local Offices was initially assigned to the Manpower Administration's
Bureau of Employrment Security (BES). Subsequent Departmental reorganizations
led to a separating out and regrouping of the National Office agencies'with'

responsibility for the public Employment Service, .the Unemployment Insurance

g

ERIC
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Service, and the variony bepartmentally funded employment and training programs.
.. . ' \ ' R : .. ~
As a result of thesy reofganizaticns’, responsihility for coordination with ES

®

Local foi-us wns“?ﬁet “eld-b,\orgnhl Itions tnowit as the United States Training

>

k(hﬁi? ~urd the UnltOd States [mplowment §e1V1ce (USES) ..

and Employmant quVL&e
As in the [&D élse, the 1mpla\mcnt Servi-e re%pons}bllltles for the bond—
‘i?g program Stayed with thc same staff unit even rnngh the parené organization's '
name and broad jgrisdiction wasl;hanging.
Because their organicational réstructurings did not appear to havg'ahy
diretct effect‘an thé evolutioﬁ of the bonding program, the organizatibngl desig-

~

nations OPER and USES are used throughout this report, even when the names of

their predecessvr agencics were different.

. o Y

1.3.2 Methodology for the Program Analysis . : ¢
: - \ . : :
As originally planned, the progiam analysis was to encompass stitistical

analysis of a wide range of data including data collected: on program participants

. ’ M .
by the Department of Labor and by its contractor/underwriters, and snoplementaty |
data to be collected 6& Contract Research C01pornt1on Buring the course of

researching and preparing the Program Analysis, it hecame clear that iz would

not be uppfoprinte or even pussible to engage in compurativc analysis of the
fdaiu uvuilﬁblo on'thc bonding progruﬁ. However, considerable data were avail-

able, or were obtained in the course of this study, which did lend themselves

‘ . .
‘to'deécriptive pfogram dnnlyﬁgs. Consequently, the purpo§e,of the report é?olvcd,
tb.the«presentﬂtidn of descriptivc‘anulfsis of the mnnﬁer in which the program wils
. 1Y .
utilized during the period 1966-1974, . L3
"program utilizafion" refers, on éhe‘one hand, to the basic characteristics

of program operations such‘as where bonding occurred, at what rate, for how long,

covering how many individuals, in what types of ‘jobs, at what loss ratio and so

on. On the other hand, program utlllZﬂthn also refers to the ach1eved results

of those operations for those* involved; that is, were employers Satleled w1th

.

»
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\ . . . . N
'thLI employees covered under the program’ Were. commercxal underwrlters affected

by the expellence accumulated under the program? was the employablllty potent1al

of bondees improved ‘through part1c1pat10n in the program? The Operatlonal character—

1st1cs .are pr1mar11v the result of quant1tat1ve analysis of data accumulated over
”-the elght years of the program s existence. The results for part1c1pants reflect
.the reported.dlrect effects upon the individuals or organlzations affected by the T
_fprogram :rthe bondees, the employers and the f1de11tv insurance industry. .

P Apnro1ch to Data’ Utlllzatlon

p:f‘ fxb The approach to data utllltatlon employed in the Program Analy51s was a simple

‘one: . to draw the best pos51ble conclu51ons from a w1de range of program data of

\-Wideryvvarylng qua!1ty. "The 1ssues of fragmentary or 1ncons1stent data, and 1ncon-*'

clusive results, arose frequently. This reflected not only problems of inconsistent

.

report1ng in the availablc data fDepartment of Labor supplied), but also low'resf
'ponse rates from the bondee and employer- follow~up surveys conducted as part of
the Program Ana1y51s Whlle it would have been poss1b1e to 1mprove the quality,

of certain individual-data sets (e.g. increase the sample s1zes) through the app11-

-t

cation of add1t10nal resources, an effort was made to conduct the study in a.manner

which would utilize this w1de range of data sets. . Pro;ect resources were allocated

in order to address all the 1nvest1gat1ve avenues out11ned in the Research De51gn

to a greater or lesser extent.
A AR

Data Categories - .. o : N . o

} The types of data wh1ch were provided by the epartment of Labor‘or col~

1ected by the pro;ect team are s1mmar1zed br1efly ‘below. The-data'whlch were

prOV1ded by the Department 1nc1ude the follow1ng
v'(l) * Monthty print-outs.and summaries from the MCLaughlln Company which
" . include the name of the bondee, the employer, state .or sponsor, the
“time of. ‘bonding, and the number of units of coverage for each bondee
in- the program

: 12)1 MT 110 forms on approxxmately 1900 of the- bondees. Thése forms v
S - inciude information on the. demographic characteristics, em- i
’ ployment hlstory and cr1m1na1 record, if any, of bondees in the

B
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bonding program between 1966 and 1970. 1In additionm, MT-110 forms

from Illinois on all but two bondees in that State became avail-
. able late in the proJect, covering the entire. perlod between

1966 -1974. . . . :

(3) Claims data from the McLaughlin Company on the essential information
related to the claims submitted by employers. Included in most
cases are the name of the bondee, the claimant, the dates of claim
and resolutlon, the amount of ¢laim and amount of payment

The' 1nformat1on collected primarily by Contract’ Research Corporatlon
includes: -

(1) Information on bondée employment, utilizing ‘the Standard’ Industrial
C1a551f1cat10n numbers for bus1ness and industry.

(2). Informatlon on demograph1c character1st1cs of Illinois residents,
’ using Census of Population data.

3) _Illinois inmate characteristics;

(4)~‘Pbst-bonding information on employers ano bondees.,A ‘
(S) Information on the: f1de11ty insurance 1ngustry and on a s1m11ar
) fid.llty bondlng program in Canada. . .

(6) .Informatlon on Telated insurance programs funded by Federal
_sgencies. . .

All “study data were received in raw forms much of it was incomplete,
and some of it was 1naccurate. Therefore, cons1derab1e effort was expended
31mp1y in preparlng the data for processLng, 1nc1ud1ng correctlon of obv1ous'

errors. It was also determlned that a r1gor0us attempt at determ1n1ng causal

relatlonshlps between var1ab1es was. not appropr1ate because of the gaps S
.which ex1sted in most of the ava11ab1e data. Instead, much effort has been o
-devotea to providlng accurate descr1pt1ve information, from a varlety of. -
porSpectives ‘which constltutes a basic reference document on~the bonding -
: progran between 1966 and 1974. - ' 0 : o -
In searching for conclus1ve indicators and/or “reliable 1nter—relat10n-' |
ships between dlfferent types of data (e. g.; claims Submltted and length of

ibonding period) a 51gnif1cant number of tabulations, charts and m1sce11aneous

data itéms. have been accumulated A concerted effort was made to cull,

integrate and present only thE most relevant, useful or themat1c,resu1ts

-

‘in the program anaIysis.
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‘The 1111n01s Case Studxr' . ' o

‘The existence of major data gaps, and the ‘uneven qua11ty of the data’
_available for the entire bondee populatlon, led to a decision to utilize a.
case. study approach involving in- depth analysis of the data from the State‘
:of'1111n01s, the only jurisdiction- for Whlch MT-110 forms (and hence a wide
_-range of demographlc and ;ob related information) are avallable for all
A.program part1c1pants o v

As a result of the ava11ab111ty of Illinois MT-110 forms,'lt has been

posslble to create a relatively complete protlle on the 1111n01s -sub-set

of program part1c1pants, 1nc1ud1ng

e Program utilization data on Illinois bondees drawn from
' the-McLaughlln monthly progress reports.

e Claims data on Illinois bondees: drawn from the McLaughlln
claims reports. . o

e Selected elements of personal and employment h1story from the
Illinois MT 110 forms

. . -

) The Standard Industr1a1 Classlflcatlon data on 1111n01s bondeesb'
assigned from SIC manuals:

] The responses of IllInois bondees to a_mailed follow-up instrument.

- ..It should bewnoted.dhat no clalt is being‘made as to'the;statistical
e . L. - - - . -
‘representatlveness of the Illinois bondees as compared to all the
part1c1pants in the program However, 1111n01s has been in the program since
_1ts 1ncept10n, has had the second largest number of part1c1pants, and has had
. part1c1pants with a var1ed mix of characteristics.. It is both reasonable and
v1nstruct1ve, therefore, to use E111n01s as an 111ustrat1ve case study for many

'aspects of the bonding program.

10
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_ Data Limitations

-AS’indicated~above, there are wide variatlons in the legibility, accuracy,
conslstency and availability of data on, the utlll_dtlon and results of the.

bondlng,program.v Additionally, the problem of collecting re11ab1e data using

" sample survey technrques and exlsthg sources of 1nform4tlon was recognlzed at

he outset of th1s study. Therefore, care was taken to test the’ feas1b111ty of -

each aspect of the study (bondee and employer) before 1n1t11t1ng the final

. ! -
surveys: These feasibility or pilot studies are presented as appendices to

Volume II.

;>Tm.esch case, the‘resuirs ef the feasibi[ity studiesiineicared, ihpt wifh
cgrtain mndiFiﬁafinnc nrorpédinp to the full scale survey was justified in
terms of the research obJectLves 1nd takrng into consrderatlon reSOUfce.con—
straints and the lgck of; other data sources. The table below presents the data

categories and the appendix of Volume I in which each is discussed.

Data Category Feasibility Report Title Appendix Source

McLaughlin Monthly - Initial Conclusions Drawn From _ Appendix A
Computer Printouts Available Data for an Analysis
a e of The Federal BondJng P1ogram
pp. 2-7
MT-110 Forms - - Same’ as above, pp. 8-13 * . Appendix A
. .. . a5 aseve i g -
Claims Data. " Same as above, p. 15 o Appendix A"
SicC. . -Assignment of SIC Categorles - " Appendix B
R - ~ to Bonded Jobs :
‘Post Bonding Infor- Report on Employer and Bondee  ~ . Appendix C
mation from ‘Survey Pretest, pp. 2-5 :
"Employers ’ }
Post Bonding Infor- ‘Report on: Employer and Bondee Appendix C
mation on Bondees ~ Survey Pretest, pp. 6-16-
" Bondee Follow-Up, Summary Appendix D.

Pretest Phases I § 11

N - Uggate on. Bondee Survey Data

ERI
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In short, the condiuct of the analysis of the Federal Bonding Program has
reaffirmed several common research problems in addition té the well-known

-drawbacks of research on offender rehabilitation programs in%the manpower
i
f1eld. the d1ff1cult1es of draw1ng iron- clad conclus1ons from dated and 1ncomplete

data, the virtual impossibility.of obta1n1ng follow-up data after 1nd1v1duals
have left a program 1f no provision for such long1tud1nal follow-up has’ been

made in advance; and the lack of incentiVe or even reluctance on the'part_of

respondees. . - : L,

The elapsed time bétween the period when many individuals were.honded and

. the conduct-of this study has greatly complicated the problem of filling in .
~ gaps and co*recting errors in the data The recovery of missing data (data.
- that should have been supplled to the Department in the form of Mi- llu torms)

proved to: be a partlcularly d1ff1cult task many MT- 110 forms were totally

unrecoverable Reconc111ng d1screpanc1es in other data sources (such as‘the

3

“cLaughlln monthly progress reports) has also proven to be v1rtually impossible.
The employer follow- up survey was pr1mar11y affected by the passage of

- time (many t1rms had gone out of bus1ness) and some employers' disinclination

3

to conf1rm participation in the program

The problems involved in conduct1ng follow -up. of ex-offender program

part1c1pantsaup to e1ght years after- the fact are even more severe The h1gh
_rate of gengraphic mobility cf ex- offenders, combined with the active efforts
of many ex-offenders to "cover up their tracks'' appear to make it 1mposs1ble to ’
.contact a representatlve sample of individuals who part1c1pated in the program
' more than a year or twd ugo. 'Recent bondees, on the other hand, can prov1de
- - only limited data.on the results of the.program; they have little or no post-

| .- . i -

bonding exper1ence ) o

The 1nab111ty to use centrallzed conf1dent1al data sources such as the

F.B.I. or I.R.S. made_locatlon of a substant1al number - of 1nd1v1dual where—

abouts impossible. .Relu€tance’to respond may characterize those ex-offenders

o . 48 .
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who were successful in starting a new life and who have a good deal to lose by
being traceable.

[l

it is 1mportant to” rqrterdte that thcsc llmltdtlons are not unique to the‘
curromt study. Previous mdnpOwCl research on the offcndcr or ex- offcndcr populatlon
has encountered similarrprohlems. Most instructive are thc experiences of Morgan.
V. Lewisbas related in his presentdtion on ”Finding the Hard-to-Locate“, in which
he rcv1CWed studles which used various follow-up survey rescarch methods. In

the one study ‘which relred on data comparablﬁ to -our own (6-7 \ears)_Dr..nx Bright,
»not studyrng offenders “had an 8% response .rate (»ery compqrablo to our own).

Even ‘more rclevdnt to the problems of conductrng research with-oftfrader

populatlons is the experience dlscussed in An Fvaluatron of MDTA Training Provided in

Lorrectlonal Instrtutrons, Volume IIT.** In this case; howevcr substantial

resourses wére.availaole to_both the original progrom and thc_researohlcffort in
the form of longltudrnal f61low- up information systems and a multi-yecar 1a1ge-
scale research efforr (neither of which were available to the hondrng study) In
facﬁ, most of the recidivism and cmployment data ‘used in the report wus collgcted'
only through the institution of an additional foflowiupzsystem bised upon making
contact. with incarcerated inmdtes and offerimé_rncentrve payments for mmintaining
.contact aftcr release from prlson Secondly, the inmate-truining evaruators
1nd1cated the 1mp0551b1L1ty of locating ex-offenders who had been released for
comparatlvely short perrods of time: many. of them w1th1n the past yedr The
problems of follow- up are, of course, severely exacerbated when,-as in the analysis 1
N . :
of the bonding program, efforts weré nade to locate-individuals who had left ;he

program as long as eight years prior to the conduct of the study.

*  Morgan, Lewrs “Finding the Hard- to-Locate: A Review of Best Practices,"
in Evaluating the Impact of Manpower Programs edrted by’ M1chae1 Borus
" (Lexington Books: Lexington, Mass. 1972), 135-154.

** Réport prepared by ABT Associates, May, 1971 under Contract 43-9-008-23.
to the U.S. Department of Labor, Manﬁower Admrnlstrat1on.‘

- , .13 ' -
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In)a recent Wanpower Adm1n1strat10n evaluat1on of a Pre- Fr1a1 Intervent1on
Program, follow- -up. was not even attempted with certaln classes of study sub)ects

because of locatlonab deflcult1es.* -

a .

lt was the opinion of”both the Contract Research Corporation research team
and the Office of.Policy, Research and Evaluation Project.Officer, that.the_
1nvestment of more’ resources to 1mprove response rates was not cons1stent with ‘the
overall program analysis objectives of this study W1th1n ‘the limitations 1mposed
by the size ard’ length of the study, it was decided to expend the bulk of the data

analysis resources on program analysls rather than on- attempts to increase data

'rellqblllty wh1ch were considered ‘to have a marginal chance of success Th1s
dec1sxon was d1rect1y tied to the poor quality ‘of the data originally obtained for
-the Department of Labor and the low response rate in both the pilot and the actual

"surveys.. In each case, the separate selection of samples resulted in ‘nearly
'dentical'response rates. There was o justification for allocating both the
substant1a1 time and moderate expense of an add1t1onal survey. As shouldnbe

N
qu1te clear from our discussions of each of the data categor1es in the append1ces

- of Volume I, working with material collected seven-and eight years .ago for non-
‘research purposes involved substant1al problems beyond those spec1f1cally 1nherent
in pffender research and generally .in retrospective data analys1s, In summary ,
therefore, the study team felt it more 1mportant to focus its’ energ1es on ex-

plalnxng what data was available rather than on chas1ng statistical purity.

{ ' L
. Pre-Tr1al Intervent1on A Program Evaluation,. report prepared by . ABT
Associates, July, 1974, under Contract 83257206, for the U. S. S

Department of Labor, Hanpower Administration.

“
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2.0 HISTORICAL SUMMARY

The h1story and evolution of the honding program can be div1ded into
three.phases: the.program origins, the design phase, and the implementation““
phase The- key events in- eaLh of. these¢ phasesfa}c summarized below These

events are described in greater detail in the Final Report, Vo.ume I, Sec-

tions 3, 4 and '3 respectively An oveiview of these events and their inter-
relationship Nlth other dc»elogments in Depdrtment of Labor manpower policy

is presented in Exhibit 2-1 at the cnd of this section.

2.1 The Origins of the Bonding Program
4

Department ‘of Labor manpower planners .began serious consideration of a
federally funded program to prov1de fidelity bonding for ex- offenders in early
1965. Initial inquiries into the need for such a program were made by the OPER
DlVlSlon of Manpower Program Planning (DMPP) ;. the results were consxdered

. suff1c1ent to Justify moving ahead with an experimental and_demonstration “(E&D)
pro;ect . .
1though the Department already had broad enough authority to proceed .
with such a project, the Secretary of Labor made a point of‘directing Congressional
. X
attention to the bonding problem'and sought a specific legislative authorizatioi
to give it prominence. Accordingly, the: Departmental draft of the 1965
. amendments to  the’ Manpower Devslopment and Training . Act (MDTA) of 1962,vinc1uded
a section which directed a "Trainee Bonding Demonstration Project' to be ot
vconducted; ‘This draft was submitted in February, 1965, and was received
favorably by both the House and denate committees. : ‘ °
| The draft amendments were enacted into law in Apr11 1965. 'Section 105

. of the new legislation, entitled "Trainee Placement Assistance Demonstration
’ : [ T .
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Projects", directed the Secretary of Labor to

develop and carry'out cxperimental and demonstration projects
-to ‘"assist in .the placement: of persons...who after appropriate counsel-
ing have been found by the Secretary to‘be qualified and suitable-for .
the employment in question, but to whom employment is or may be . ' 4
"denied for reasons other than ability to perform, including difficulty
in securing bonds for'indemnifying their employers against loss from
the infidelity, dishonesty, or default of such persons.*

.

2.2 The Design Phase

With»the passage of the 1965 amendménts; the responsibility for.desiéning'
. a bonding program to- 1mplement Section 105 was assigned to the OPER D1v1sion
of Manpower Program Planning. A DMPP staff paper issued in September, 1965
made the following basicvrecommendation: ”that the' ManpowerjAdministration
enter into 4 contract with a-bonding company which operates nationwide to provide
uniform coveragg to all the individuals who are po~receive placement assistance
under the program.'" Other recommendations included the following:
. The master bond Would cover those individuals selected by the State
*Employment Security Aaency\pursuant £o'Manpower Administration policies
and instructions without...screening of individuals or employers by
_the bonding agency.
e . Administration of Sectlon 105 (should) .be delegated to OPER (and
that OPER should) . design the overall pilot bonding program and

develop and issue, in consultation with appropriate bureaus, instruc-
tions for part1c1pat1ng in the activity.

L) State employment security local offices which have suitable unemployed
applicants . (should) “submit through regular administrative channels
‘requests for an allocation of an appropriate number-of bondee slots.
E§D contractors or other agencies (should) request allocation of bondee -
slots directly from OPER.

j 3

Following the acceptance of this basic program design, the DMPP staff

collaborated with the United States Employment Service (USES) and Office of the
. - . o L . : .
AsSistant'Secrétary of Labor for Administration (OASA) staff in.the development

of specific program guidelines and the;procurpment instrument respedtively.

.

* The full text of Sectiqn 105 is contained in the Final Report, Volume I, -
Appendix A. ) - R
s
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i}hese ddcumehts;-Manperr Adminisfration Order (MAQ) 2-66, spécif*ing.tﬁe‘
éuide}ines,.and Invitation for Bids (IFB) 66-17,.specifying the contra;gual _é_
;erms--we}efissued in'%ebrﬁar&, 1966. |
A'singie,resbonéevto the précﬁrement was reéeived in March. This bid
L'"'uinvoived'an offer by the United Bonding Insurance Company of Indiana'(;nd its
.agent, the Na;hingtoh-based McLaughlin Compdny) to supply units of bonding

coverage of $500 per month at a rate of $5 per unit.*

Thé.single bid'by'united'Bonding was_consideredvexcessivqi and so the iFB N
was transformed'into‘a negotiated pro;urement.,.Negotiatidps‘befﬁeen'the
Dep@rtmeﬁt'and United Bonding resulted in a lowering of‘the proposed. premium,
to 31.75, and a contract between fhe two was signed shortly thereafter. 

2.3 The Implementation Phase

. . 2.3.1 Bonding as an E&D Prgipct

| éFollowingAthe signing of the contract with United Bdnding,vdpﬁﬁ'and USES
.Staff,céllabofated in the seléctidn ofvinitial‘sites.for the program,;devélopment
of a program reﬁorting system, 'and training of local sérvice deliverers tﬂSponsors")
‘in their program responsibiiities. . o

By Jﬁne,'1966;"the program was oberational in ES offices in
Néw York City, Chicago, Los -Angeles, and Washington, D.C;, and in six EGD projects--

four in these cities and two in correctiopal institutions.**

*A bonding.unit was defined as $500 of coverage for a period of one month.
In other words, $1000 coverage for one year would have been the equivalent of -~
.24 units of coverage. Calculation of bonding premiums on the basis of units
. used provided the Department with considerable flexibility in administering
. the  progranms. ' ‘ '

. **The six projects were the Mobilization for Youth project .in New York City,
the Job Opportunities through Better Skills (JOBS) prdject in Chicago, the
Economlc Youth Opportunities Agency in Los 'Angeles,- the United -Planning Organization .-
in Washington, Project Challenge at Lorton)Virginid, and the.Draper Correctional
Center at Elmore, Qlabama. L ’

: : : :




Requests from other cities for participation in the programywere'received

by OPER staff w1th1n m0nths of its initial 1mp1ementation "Bonding was

nqpe available in Kansas C1ty in October, 1966, and 'in San Franclsco in November
of that year, but not in other cities which had also expressed interest.

In February, 1967, dec151ons were made to expand the program to the de51g-- 4
. A
" nated target c1t1es of -the President's Comm1ttee.on Manpower (PCOM)--the future

_CEP I sites--and to cover all ES offices in the states of New York, Illinois,

California and Missouri. L

'

In addition, a commitment was made to expand the program by providing bbnding

“to part1c1pants in the so- called "Sect10n”251" inmate. training projects which were -

Y S

‘belng planned and 1mp1emented in 1967 and 1968.* ~ This expansion, which took place

in September, 1969, and the addition of a few other cities wh1ch had been 1nc1uded

\ |
i . prior to that date, led to\a set of Tra1nee Placement A551stance Demonstratlon

Projects which covered all.parts of the country. By the close of 1969, therer

were bonding'projects'in.SI cities in 29 states, 6‘of'which wére statewide, and
in the bistrict of Columbia. - “ )

.o During the five-year peried‘in which the. bonding program was an EGD project,
number of significant modifications in program design occurred. in i969,

example, .the United Bonding Insurance Company agreed to a 60% reduction in

onding premiums, from $iu75 per bonding unit to 70 cents per unit. In 1570,.

United \agreed .to an OPER requést to accept requnsibility for covering bonding

Y

: 'The 966 amendments to the Manpower Development and Training Act 1nc1uded
‘a Section 251 which authorized the Secretary of Labor to '"develop and carry out
experimentalN\and demonstration programs of training and education for persons in -
correctional ipstitutions who are in need thereof to obtain employment upon
release." The‘ensuing inmaté training projects were therefore known as Section
251 projects. or-a fuller hlstory and evaluation of these pro;ects see An .

. Evaluatlon of MDTA Tra1n1ng Corréctional Institutions, Abt Assoclates, 1971 :

L8 .




:program participants”after_eighteen'months in the program if the employers of
these bondees could make no alternative arrangements and if they were specifically
asked to do so by the bonding Sponsor.
In addltlon, the Department received a number of reports from 1nd1v1dual

bonding prOJectswand the HcLaughlln Company which gave important indications .of
,bond1ng program usefulness. ‘A report cover1ng several months in one State,
1nd1cated that for each person bonded’ under the program there were eight

others whom the State Employment Service had placed without hav1ng to write

4

a bond, merely because the prospect1ve employer was told that:the job app11cant‘
could be bonded 1f_the employer really thought\lt ﬁeceébary A number of Sponsors
© reported instances in-which bonding underwr:ters agreed to some modifications of
prevxously r1g1d excluslonary p011c1es
Department of Labor adm1n1strators found 1t to be part1cu1arly s1gn1f1cant
that. the number of bondees for whom claims were paid, as a percentage of the
" total number of bondees—-the "default rate", Was never above two percent. This

was a pos1t1ve feature cons1der1ng the fact that the program was SerV1ng

the-presumably "h1gh;r1sk" rejects from standard f1de11ty insurance coverage.

2.3.2 Bonding as a National Program

1t was the intention of the bonding program'designers to develop an
T R .

experimental and demqnstration program which would test. the feasibility
of one approach to providing fidelity bonding co:individuals who could not
otdinarily .get such coverage, due to exclusionary insurance policies.
In general E&D pro;ects were cons1dered to be of limited duration; e1tnerl
. they would prove their usefulness and become 1ncorporated in ongoing manpower
.programmlng or they would be terminated to make way for add1tlona1 E&D efforts

h W1fh the passage of time, a conv1ctlon grew w1th1n the Department of Labor

-
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"hire persons with: a- police or criminal record when they'found out that the

Letter (TESPL) 2624, dated January, 1971..

i

that the bonding program was indeed demonstrating ‘that some employers would

Department of Labor would provide the bondiné coverage, and that this
coverage could be provided without excessive'cost of administrative burden.
As a result of these and related conside:ations; the decision to ''go
national' with the program was made in the.summer of 1970. The decision
was announced in Un1ted States Tra1n1ng and Employmcnt Serv1ce Program

.

As descrioed in TESPL 2624,'the-transition to a national program had
little impact: on'the lay the program was carried out Althohgh the National
0ff1ce adm1n1strat1ve responsibility was transferred from OPER to the USES
pivision of Placement the responsrb111t1es of State and Local Employment
Service dfficers remained virtually jdentical to those of jurisdictions
w1th Statew1de sponsorsh1p in the past.

" In view of the fact that bonding was no longer an E & D pro;ect the
term Trainee Placement Assistance Demonstratlon Pro;ects was abandoned.

©

Instead, the program became known as the Federal Bonding Program.

- In‘1971, the United Bonding Insurance Company lost its certification

to do business with the Federal Government, and its contractual obligations
were assumed by the Indiana Bonding and Surety Company. No modification
in program structure or operat1ons resulted from th1s change.

JIn 1972, “the Department decided to assess the acceptance of the bording

-

program by the insurance industry, and again opened the program to ‘competi-

t1ve b1dd1ng through a second procurement. RFP L/A 72-73 was issued in

April, 1972. o,

Once aga1n, there was only a. s1ng1e b1dder - The bidder in this case

.t

was the Summlt Insurancc Company of New York with the McLaughlin Company o

serving as their agent. The new contract was executed on June 30, 1972.

= . . .
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It was virtually identical to the first one, except for the inclusion of a-

Y

more specific work statement, increased reporting.requirements, and an

increase in.the premium-from 70¢ to, 85¢ per bonding unit. The increase was

based on some statistics presented in the reply to the RFP which showed an
. . ) . !

! increase in paid-wages for 1971.

Bonding assistance is recognized.as a type of manpower service whlch

Prime Sponsors are authorxzed to prov1de under the Comprehen51ve Empioy-

ment and Training Act of 1973 (CETA);.however, the design and administration

of the program have<remwined unchahgeddby this nglslAtibn'sinée bonding
coverage for ex-offenders has been seen as unbbtainable at the Prime Sponsor. ) .
level. _Departmental staff.are still:considefing the implications of the

shift from catégorical pfogramming to.manpbwer rgvenqé sharing for the future

y . .
administration of the.bonding program.

.
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- 1965

Historical Events

Exhibit 2-1
Historical Overviéw}

Evolution of the Boriding Program \ :

Other‘Department of Labor
Manpower Activities

i

.Passage of MDTA

Implementation of MDTA pro- =
jects; feedback on placements.
Initial inmate training projects.

“Initial consideration of
. bonding .initiatives by
. Departmental officials.

Passage of Section 105 of

~.ZMDTA.

"

. /

1966 -

OPER Planning Paper on
bondlng

.

Secretary's Task Force Report

+ calls for reorientation of ES.
OPER Staff Paper recommends major
expansion of inmate training.
HRD concept introduced in
‘speech by Secretary.

Initial procurement; one
response, by United Bonding
JInsurance Company.

Initial 1mp1ementat10n of
bonding in 4 ES offices and
six E§D projects.

* 'Expansion to two more

'11967

cities.

Beglnnlng of effort to 1mp1e—
ment HRD concept in ES offices.
Passage of. 1966 amendménts to -
MDTA, including Section 251
authorization of E&D inmate
training. -

Expansion to CEP I cities.
Expansion.to statewide

. operation in four States,

1968

ERI

[AFui T providod by eric [

. Implpmentatidn of CEP in
20 urban .and two rural
sites begins.

Limited expansion of pro-
gram continues.. ’

‘Completion of paper provi-

- ding an analy51s of first
"year's experience with
the program. :

"Implementation of Section 251
Inmate Training Pro;ects

begins. B
\

~N
~N
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| . Exhibit 2-

fBondingﬁHisthicai Events

1 (cont.)

A

Other quartmenf of Labor .
Manpower Activities

- 1969 Lowar1ng of premiums from Presidential submission of man-
' $1.75 to 70¢ per. .bonding unit, power ‘reform legislation as part
3 ‘. Expansion to all "251" Inmate _-of 'New American Revolution.'
training prdjects} L Evaluation reports on HRD- show
: ‘Consideration of expansion to limited progress in ES reorien-
! CEP II and NAB«JOBS c1t1es. ~tation.
: e Expansion of CEr* s to.76 sites.
: Implementation of NAB- JOBS
projects beg1n
1970 - ES conmitment of $100,000 of Congressional passage and Pres-
- MDTA Title II funds to Bonding. idential veto of Employment.
.Decision to expand program to and Manpower Act of 1970, inclu-
nationwide status. ding provisions- for bonding:
a : N (Bonding was not a factor in,the
veto.)
01971 Bonding becomes a national
) - program. -
1972 Second bonding procurement; B
: one proposal submitted, by
Summit Insurance Company of
New York
1973 Enactment of Comprchensive
* Employment and Training Act
of 1973 (CETA). ‘
1974 Contract. for Systematic
Analysis of Bonding Program
awarded to Contract Research
" Corporation,
. \
1975 Bonding contract with McLaugh- N

“at close “of Fiscal Year 197S.

1

* . Contract has been extended thrdugh Fiscal
Year 1976 with a fourth 1nsurance
underwrlter

23 7
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" 3.0 HISTORICAL ANALYS(S

: The bond1ng program is one of many operatlonal manpower programs and
techniques wh1ch were first conce1ved and 1mp1emented as experimental and
demonstratlon (EGD) pro;ects The Concentrated Employment Program (CEP), , ' S

» the Job Opportumltles 1n the Buslness Sector’ (JOBS) program, the Sectlon 251 |
1nmate training projects, the New CareersdProgram, the Human Resources
Development. (HRD) concept, and the id.ea.' of MDTA skilis_ Centers can all be
traced to exploratory efforts sponsored by B&D.

_But -the. bond1ng program appears to be somewhat unique in the degree to
whlch it has been adopted by State and local operat1ng agencies without any

ﬁurther categorical authorlzatlon or infusion of funds from the Department of

Labor. For this reason, it is instructive to review the administrative history
of the bonding program-in order to is6late some of the major elements which

shaped its evolution.

3.1 Program Origins

i The origins of the bonding program relate directly to the increased

Departmental priority being'p}aced on the problems of disadvantaged job .
seekers and ex-offenders in the mid-1960's and the consequent focus‘upon

. . 3 A . . ’ .
these groups in a seriei;of experimental and demonstration (EGD) projects. .

These EED projects were designed to be-"active, ‘Klexible, probings to explore

the new techniques and structures ‘which might bette meet the (Manpbwer
Development and Tra1n1ng) Act's objectives;" the1r purpose was descr1bed as:
"developlng knowledge in order to influence the d1rect10n of future (manpower)

programsr"f

e Ty . . .

'These ‘quotations have been faken from a discussion of the EGD process o
contained in the 1969 Manpower Report._of the President. That discussion of o
the E&D process through 1969.1is the’ bas1c source of descr1ptlons of E&D
presented in this Section. .

/




As such, the E&D efforts were at the forefront of the ‘emerging Departmental
concerns re1at1ng to the employab111ty problems of the "hard core" job,
seekers, who apparently were not being he1ped to the1r fullest employment
, 'potentlal by the ex1<t1ng MDTA tralnxng programs The bond1ng efforts thus
L ep1tomlzed experimental. and demonstratlon prnJects in terms "of intent. They -
‘ dlffered however,.from most EGD efforts in one 1mportant aspect they were’ |
:spec1f1ca11y,author1zed by the _Congress. Thus the bondlng proJects -along.
with a parallel set of labor mob111ty prOJects and a subsequent set of
,1nmate training proJects—~represented cases in wh1ch the Department had
. 51ngled out certain- proJects for Congresslonal con51derat10n and in wh1ch the
'iCongress responded pos1t1ve1y

i
The bond1ng prOJects were ev1dent1y chosén for this pr10r1ty treatment

e

because of the Department's des1re to demonstrate that it was taking d1rect
-action to. a1d in the placement of the d1sadvantaged and ex -offenders, and
.because of the prom1se wh1ch bondlng held for produc1ng job p1acements for
relatlvely modest government effort Althcugh the bnndlng proJects were st111
forced to compete for staff with other E&D pro;ects, and with ES National
10ff1ce programs, thlS direct recognltlon of the programs (and separate o
'authorlzatlon) undoubtedlV played an 1mportant role in. 1nsur1ng "that the

program rece1ved as much staff1ng and attentlon as 1t did.

3.2 The Design Phase

Two 1mportant character1st1cs of the de51gn phase of the bond1ng
program were the Dr10r1ty attached to ma1nta1n1ng flexibility and the ut1112a-
tion of 1nput from agencies in the’ Department other}than OPER. .
The maintenancefof flexibility lay at the he;rt'of,the EGD approach,
'uhich stressed'"exploratory research” and the need.toranswer basic questions '

\
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jof'feasibility and atility of new and innovatiueiapproaches as a first
. step towards improvement and enhancement of operational programs.
This approach exp11c1t1y re)ected the development and implementation
"~ of a formal experimental de51gn to determine whether or not hypotheses
should He:accepted'or rejected Instead, the approach said, in .essence,
. "we've got a promis1ng idea here, let's try it out and see what hanpens "
Thus, for example, the OPER program designers recognized the likelihood that
it would be des1rab1e to modify certain aspects of. the bonding program
'_with the passage of time, and therefore never developed a formal, detailed program
"modéll”.Program designers likewise did not draw up detailed guidelines for '
' program;eligibility, buthiather pressed ES Local Office staff-to ""decide . '

for yourselves" as to who met the criterion of being qualified for a job but

Lnable to 'be hired solely due to inability to be bonded.

This OPBR mphasis upon a flexible, explcratory approach facilitated the
modifications in program design which later occurred, and also permitted the
implementation of the bonding pro;ects without any extens1ve National Office
monitoring efforts. -1t also had.a number of other important implications for

-"the evolution of the bonding program; In particular;,the absence of a formal.-
research design and expiicit program goals meant that.there were no obvious
standardg‘against whicthrogram.performance should be measured..

- During the late IQoO's, OPER staff became satisfied that the'avaifable
statistics, such as number of individuals bonded and.default rate, and the
supporting testimony from bonding ‘program Sponsors were sufficient to indicate

‘ the feasibility and utility of the basic approach This growing satisfaction,
in turn, led to Judgments that additional data collection and ana1y51s

efforts were not necessary at the time. "Due. to the d1fficu1ty in collecting

ERIC L

Aruitoxt provided by Eic:




« data on bondees after the fact, these decisions to esche additional data

—

’collection meant that eertain questions concerning program results can
never be answered. o B B o ' ’ i
. The partlclpatlon of non-OPER staff in the design of the bond1ng program

"is a second noteworthy element in ‘this: phase of its history. Thus,

vfor example, the inclusion 'of staff from the USES as early as the program
" design phase may well have had an important 1mpact upon the w1despread
acceptance ofgbondlng - and demand for its expansion -- among Employment

I~

Service State and Local Office staff This recognitien of the utility of

the involvement of those agencies who might adopt the products of research

in the 1n1t131 development of that research 1s only now emerging as one of the
'key findings in the field of research utllazatlon and dissemination.

. OPER planners were able_to draw'dpon:the expertise of other agencies in
’ the Department as well Thus for example, the ddvice of a surety bonding
speclallst from the Labor‘Management Serv1ces Adm1n1strat10n was of major
;lportance dur1ng the des1gn phase S1m11arly, once the OPER staff had-
agreed upon broad program parameters, 1nput from the Office of thé}Ass1stant
Secretarj'for Administratlon (OASA) was critical in the development of a
procurement docnment and procedures to choose the underwriter contractor to
ilplement the program

In retrospect,_1t appears that. the 1nvolvement of the OASA staff

resulted in a lessening of program flexibility, which OPER program des1gners
had not anticipated in advance. Despite the fact that OPER staff were
- stress1ng a flexlble program, the OASA staff’were oriented towards the idea

of a "t1ght contract." Thus, the involvement, of OASA led to the development

of an Invitation for Bids (IFBl which clearly(spelled out the responsibilities
_ Bt , \ ‘
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vof the government and its contractor, and offered participation in the pro-
' gram on a ”take:it<or‘leave it basis, with no room for negotiation on any
aspect of the program other than premium per bonding unit.
b > .
! Although a w1de range ot Department of Labor staff were involved.in' the
program design decisions, this was not true of representatifcs of the
fidelity bonding 1ndustry Some contacts w1th the Surety Association and

1
other underwriters and brokers were made at this time. - But OPER program

designers generally'believed'that the _industry would not be responsivé to
L such efforts and therefore they gave a lower priority to contacts with the

fldelity bonding industry than to other aspects of project development.

The single response to the 1n1t1al IFB (and subsequent\single response

to the RFP).served to'confirm'these beliefs on the part of OPER officials, and
therdevelopment of further'contacts with'the indusury continued to be

awarded a'low priority. As a result, the Department apparently'never learned
“the true nature and extent of industry uneasiness about the'program, and :
'ahout the/manner in which the procurements were being handled. ‘Without<this
understanding, there was no‘possibility for a Departméntal response to the
industryfs major concerns. while it canriot be said with certainty that better1
communication with the fidelity bonding industr} would have promoted more -
‘ . industry‘participation in the prOcurements,‘or increased institutionalichange

within the industry, the absence of such communication appears: to have ruled

out any potential for major institutional change.
e

"%73 The Implementation Phase

As indicated above, EED projects were intended to represent flexible,
exploratory efforts to determine whether or not a given idea- was feasible»and
-useful 'in practice. The bonding program was explicitly designed to be such. an

effort, and the early years of its 1mp1ementation phase reflected this
o o ' ) S 2834
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flexibility. W1th the passage of t1me, however, the grow1ng conV1ctlon that

the program had proven useful, without incurring maJor monetary or staff .

~ costs, led'to a s1tuat1on in which there was very’ 11ttle percelved need for

further modifications in program design.
During. the first few years of. the bond1ng E&D pr03ect perce1ved problems

in program operations led to mod1f1cat10ns in the definition, of the primary

. bonding program target group (from MDTA trainees alone to all ex-offenders and

others who could be helped by the program); in the p6lity against promoting

“the program through publicity, in the max1mum:amount of money for which an

ind1v1dual could be bonded, and in the maximum amount of time for which'an

.

1nd1v1dua1 could be'bonded "

In add1t1on, OPER program adm1n1strators rema1ned respons1ve to requests
from State and Local -ES 0ff1ces, and from other Manpower Administration staff
—
seeking to include bonding as a component of employablllty development

programs. Although Statewlde sponsorsh1ps were not part of the original

concept they were adopted in response to demand. Although ‘the program was

'planned on a small" scale, it was expanded to support the Departmental program

) 1n1txat1vcs in the ‘areas of training.the drsadvantaged and ex-offenders.

»

When-it’ appeared that further’ expans1on was be1ng l1m1ted by lack of
administrative resources which could be brought to bear on the program, an
innovative arrangement was entered into with an on-going E&D project (the

Experimental Manpower Laboratory for Correctlons at the Draper Correctional'

“Center at Elmore, Alabama) to explore the feas1b1l1ty of the project serving

as a "central resource unit" for. a large- scale bond1ng program This

'_utilizat1on of the-Draper staff perm1tted expans1on of the program on a far

~way for a national program.

ERI
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‘But after the initial emphasis on program flexibility, there were

increasingly fewer indications of operating problems in the. program, and thus

——

there ‘was-4 reduced -impetus for change.” As a result, the design for the
national program remained virtually identical to that of the Statewide
sponsorships which'had been first'implemented,in l967;,andeith'one or twob
" minor eXceptions, therelhaue.been no changes in'the,basic bonding program
jdesign during the-perlod since it has become a national programa
Thls absence of change is largely the result. of OPER, and later USES
satlsfactlon with the manner in wh1ch the program was operat1ng After “the
first year of program operat1ons, it was becoming clear that the bondlng
program was prov1d1ng an average of several hundred placements per yearefor
people who could not be placed in those part1cular JObS w1thout bond1ng
Moreover, th1s result was be1ng achieved at a cost which averaged no more thnn
SlOO 000 per year and w1th less than a s1ngle full-time equ1valent staff
person at the National Offlce. The program appeared to be in great: demand by
State and'Local Employment-Service’officials. There appeared_to be 11ttle
:reason.to tinker with a "successful program. '

Accordlngly, OPER and USES staff dec1ded aga1nst comm1tt1ng add1t10nal

5

-staff to the adm1n1strat1on of the program, and” against comm1tt1ng 51gn1f1cant
increments of funds to more detaxled analyses of program ‘results, because
-of a b8118f that given, this "smooth sa111ng," such staff and funds could ‘be
Ybetter utilized elsewhere. . . .. : . &
These Judgments also decredsed the llkellhood of 1ncreased future -
emphasis on ‘other aspects of the bond1ng program. In part1cular the promo-

\

tion of 1nst1tut10na1 change among 1nsurors and employers appears to have been -

1A

treated as a secondary "obJectlve" by many OPER staff members dur1ng the des1gn

phase and early years of program 1mplementat1on Few concerted efforts were

o : . _ 30 ,
Q - - "16
. . . » . - . I
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made at-that point to 'take action to promote such change. With the growingT
conV1ctlon that the 1mp1emented approach to bonding was working, there was
11tt1e incentive to mount new initiatives such as a ma)or ‘effort to brlng
about 1nst1tutlona1 change, as a result, the initial asslgnment of a low

pr1or1ty to this objective appears to have become sol1d1f1ed and has cont1nued’

to this day

. The 1mpact on the bondlng program of the perceptlon that "everythlng is
runn1ng smoothly" can-be best 111ustrated by rev1ew1ng the plannlng for the
proposed manpower revenue sharifig programc of the early 1970's, and
_’subsequent efforts to implement CETA Neither of these act1v1t1es appears to,
have affected the structure and functlonlng of the bondrng program Depart-
lental con51derat10n of the role of bond1ng under decentral1 sd manpower

'systems appears to have been limited to a,Judgment that there was no need to

11n1t1ate any changes at this point in time. CETA was se'n as placing a

‘varlety of. maJor respons1b111t1es on newly des1gnated Prime Sponsors all at

once. Departmental planners have viewed bonding as on1y a modest element in
the overall manpower service pxcture, a smoothly functlonxng low-~cost
procedure whﬁch is already in p1ace Therefore, although mod1f1catlon‘of the
“bonding program to increase the- role of Prlme Sponsors has not been ruled out,
such mod1f1catlons appear to have heen accorded a low pr10r1ty, and no such ’ h ‘
action has been taken. ' R <

In conclusion, many of the same factops which have been so 1mportant in
influenc1ng the evolutlon of the bond1ng program in the past st111 appear to‘
be operatlng in 1975. The bonﬂlng program still represents a major Depart-
Iental effort to prov1de placement services to ex- offenders, it possesses an

. '
“y .

inherent logic which suggests that the program can be justified almost by

3 , '_
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definition; and there is-more than eight 'years of corroborating experience'data
wh1ch indicates that the program appears to be worklng Furthermore,'the

v
program appears. to be providing these beneflts w1thout exce551ve costs, stafflng

\

_ requirements, or any major operatlng problems.

Given th1s ‘situation, the _program appears likely to contlnue wlthout :

extensive modiflcatlons in program de51gn unless 51gn1f1cant pérsuasive
' \
.ev1dence is developed whlch sugge°L% that further xmprovements are p0551b1e . Y

¥[*To a certain extent, the Judgment “that it would be 1mpraet1ca1 to engage in
" comprehensive data analysis and that the insurance industry would be unresponsive
| to Departmental initiatives, has lessened the likelihood that these inputs would

occur. But-the possibility -that this evidepce may be collected and presented

‘at some point in time remains open. -.

e . s
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4.0 SUMMARY OF FINDINGS P _
‘, The findings‘of the Program Analysis are-discussed in deyail in, Volume

i o

. 1T of the F1na1 Report As indicated in Séction 1.3 of - rhatéreport, there

are many shortcom1ngs in the -data bases from which many of the findings are
diawn' Therefore each flnd1ng ‘must be considered within the restr1ct1ons
ﬂlmposed by the 11m1tatLons of the data In order to ‘aid the reader in placlng
the findings in the proper'context each finding is foIlowed by an 1nd1cdt10n
of the data category upon wh1ch it is based and the section of the te(t of Volume '

II where lt is. dlScuSSed in greatet deta11

1. jDurlng the period from June 1966 through the end g% July 1974,
. 6655 separate bonds were issued. (Prlntout data for all bondees,
e S2.1.1) '

2 ., During this period 6401 1nd1V1duals dere bonded (The discrepancy
7"t tan be éxplainéd by the fact that 225 individuals were bonded more ~°°
than once.) (Pr1ntout data for all bondees 2.1.1)
.3 Bonding activity occurred d1sproport1onateiy in a small number

© of states. Roughly three of every ten bondings- took place in.
California. Fifteen states had ten or fewer bond1ngs. (Pr1ntout
data for all bondees, 2.1.2)

4, Roughly half the bondees were covered at the maximum rate,. $10,000
of. coverage. (Prlntout data for all bondees, 2.1. 1) .
. There has been wide, variance in the amount of, time 1nd1v1dual
bondees have been: covered: About half the bondees were covered
for six months or less. About a quarter were covered for only
one or two months. About one in-twenty-five was covered for *,
dthree or more years. (Prlntout data for all bondees, 2.2.2) o

6 . There appears to Jbe a pattern in which bonding activity peaks.in ,

" & given Jur15d1ct1on within a year or two of its implementation

and then slowly declines.- (Prlntout data for all bondees, 2.2. 3)

7 .  The average cost of the program per bonding-has been approx1mately
$ 150.00. - (Printout data for all bondees, 2.2.4)
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11.

14,
15.

“16.

17

18.
19.

20,

21.

e

Aruitoxt provided by Eic:

Lon . N
The loss ratio -- the ratio of dollars paid in claims to premiums
collected -- for the bond1ng program is sdmewhat lower than that

which has been reported for comparable activities inthe fidelity

) bond1ng industry as-a whole. This may, in part, be a reflection - !

of the fact that premiums for the bonding programs have been'con-
siderably higher than those which are standard.’ -(Default data on all
bondees, information supplied by the Surety Associatibn of America,2.3.1)

. The hdefault rate" for the bonding program is under two percent

In other words, claims have been paid on fewer than one in fifty bondees.
(Comparable figures are not available for the insurance industry as a
whole )} (Default data on all bondees, 2.3.2)

The Plalms filed on bondee appear. to be occurring disproportionately .
among some, industrial classifications, particularly automobile service '
stations. (Default data-on a11 bondees; -SIC data on 258 of 295 defaulters,
2.3.2) .

‘ »

Onece an individual has been bonded for one year, the likelihood of‘a filed

complaint upon that bondee is significantly reduced. (Print-out data for
268 bondees, all of those. who had claims filed thrOugh,1974, 2.3.2) B

The vast majority of bondees appear to be ex- offenders. (MT-ilO data
for all Illinois bondees, 2.1.3) ..

oo . .
Bondees appear to be predominantly non-white. (MT-110 data for all
Illinois bondees, 2.1.3) . .

Bondees appear to ‘be overwhelmingly male. (MT-110 datz for all fflrnois
bondees, 2.1.3) :

The majority of bondees appear to be under 34. (MT-110 data for afl_‘

Illinois bondees, 2.1.3)

I1linois bordees appear to be typ1ca1 of Illinois inmates in many respects.

© (MT-110 data for all Illinois bondees, data on 1111n01s inmates, 2.1.3)

Bondees appear to be better educated than the typ1ca1 ex- offender. (Mr-p10
data on 1111n01s inmates, data on Illinois inmates, 2.1. 3) . -

-

In many respects the Illinois bondees appear to be as well educated as

“the average citizen of Illinois. (MT-110 data on ‘all Illinois bondees,'
1970 Census data on 11linois, 2.1.3)

Oniy 15-20 percent of those individuals eligible for commercial fidelity
bonding are currently bonded. (Data supplied by the Surety Association
of America, 3.1) . .

Manufacturing, retail;, and service appear to be the three major indus~
trial classifications into which the most bondees have been placed.
(Print-out data for one- quarter of the bondees, MT-110 data for all
Il}lnols bondees, 3.1.1)

Illinois bondees appear to be -concentrated in .a number of standard indus- ;
trial classifications disproportionately to the size of those occupations
in the total Illinois economy. (MT-110 data’ on all Illinois bondees,

© 1970 Census Data for Illinois, 3.1.1)
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.” Bonde€s are working in a wide range of jobs. Some are doing

| unskilled blue collar work; others are holding down professional
~ and %uggyvispry.jobs. (Bondee follow-up mailing, 53 respondents,
3.1 . o : ' . .
The great majority of respondent‘eﬁployers of bondees currently
(Employer ¥ollow- ,

~up mailing, .49 respondents, ' 3.2)

’ The,grgéﬁ~majdrity qg_respondent employers of’bondeés use blanket
bonds. (Employer follow-up mailing, 49 respondents, 3.2)-

Many respondent employers of bondees have'réﬁuested waivers'of the
restrictive bonding clauses from their insurors. (Employer follow-
up mailing, 50 respondents, 3.2) - .

A significant propoftion of respondent employef réquests for waivers
of restrictive bonding clauses. were turned down by insurors.
(Employer follow-up mailing, 23 respondents, 3.2)

The respondeht employers of bondees were ldéated primarily in
inner cities. (Employer follow-up, 35 respondents, 3.2.3)

The_reépondent employers of bondees weré primarily in the retail
trades. (Employer follow-up mailing, 35 respondents, 3.2.3)

The reipondent employers of bondees are predominantly large busi-
nesses '(with twenty or more employees). (Employer follow-up
mailing, 35-respondents,®%.2.3) =

The respondent‘emplqyeré of bondée§ typically hired three or fewer
bondees. (Employer follow-up mailing, 35 respondents, 3.2.3) ’

The respondent employers of bondees overwhelmingly indicated their
satisfaction with the performance of their bondees.: (Employer
follow-up mailing, 35 respondents, 3.2.3)

The bonding program does not appear to have béen the cause of any
significant changes in insurance industry practice relative to .
bonding ex-offenders. (Interviews with representatives of the
fidelity bonding industry, 3.3) . i : .

The respondent bondees report major increases in salary befwaen
_ their jobs prior to the bonding program participation and their
current employment. JBondee'follow-up mailing, 30 respondents, 3.4)

The respondent bondees report job retention which is considerably

greater than is suggested by the data on time of bonding. (Finding o
# 6). The majority of bondees held their bonding jobs for more
than one year; a significant proportion of them report retention of
four years or longer. (Bondee follow-up mailing, 63 respondents, 3.4)
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35. There are some indications that an appreciable number of bondees

may have been listed on the monthly progress reports as still

.bonded when in fact they had left their bondlng program jobs.

'(Bondee followup malllng, 63 respondents, Sectlon 3 4)
36. - The great ma;orlty of respondent bondees feel favorably towards the bondlng
- program. A similar proportion report that they feel that the
. o '~ program was useful to them in getting future jobs. (Bondee follow-

o N up malllyg, 32 respondents, Section 3.4) ‘

o .. . - . N

-
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5.0 CONCLUSIONS , o S
- Based on the findings pfesent;d in Section 4.0, and taking account of the
stréngths and weaknesses of the data upon which these findings are: -

.- based, two basic conclusions can be reached:

1. " The bonding program appears to be achieving significant
results for at least some ex-offenders at a relatively
“low cost. But the data are not good enough to
develop definitive estimates of program impact. ' . "
2, The-wide discrepancies in program utilization and results
_among thé bondees suggest that the program has® worked- con- .
sidérably better for some bondees than for others. Efforts : g
@ to pinpoint who is best served and why this occurs should
enable the Department to improve the program to reach its’
full potential in improving the employability of ex-of fenders.

’

These conclusions are based upon-ten supporting conclusions. 'Eéch of
these is presented and explained below: . !

3. The data do hot permit judgments concerning the overall A
satisfaction of program.participants, but 'a’majority of = . .
those bondees and employers for whom information is available
have indicated strong satisfaction with the program. Similar satis-

-faction has been expressed by the officials ‘6f the public Employment
Service and the insurance broker which has serviced all )
bonding contracts to date. . ' '

\

- The attitudes of eﬁploYers'and bondees toward the bonding p;ogram are

d;gcussgd in the Final Rgport, Volume If; Sections 3‘2_4Vand 3,4;3 réspectiVely.

iR In each case, Lhez;“thdﬁnts to a mailed instrument reportedia good deal of

L

3

satisfaction; manj“gmpldyér idicated 4 willingness to hire additional ex-offenders.

;sptisfdcpibnﬁof the’ Employment Service and of the insurance contractor were

;h‘thé course of research for. the History”of the Bonding Program

¢ .and are'discussed ;in the Final Report, Volume I.
4. Evidence Suggests that-the basic expectation of the

i ° bonding program designers has been met, namely that the bonding
program haiébélpédﬂlarge numbers.of individuals to get jobs . .
which they’Weére barred from holding because of the restrictive
T clause in standard blanket bonds. :

Y good-déai of the evidence for ' this conclusion is: based upon
aniinis of all bondees and is therefore fully trustworthy. Some of the

data are based ‘only on Iliinois bondees and thus the conclusion’depends

-

L. Y ‘4i:3 .
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'.in part upon an assumption’ that the Iillinois bondces atre typical. Thus, for
example the vast’ maJority of bonding program participants 1n Illin01s
have been ex-offenders and (at least in Illin01s) these participants
appear to be remarkably typical of the ex-offender populatlon as a whole

v’in terms of demograph1c characteristics. ) ' ' ; -

“Additional findings supporting this conclusion are'based upon the res-
* . 3

ponses offewer than fifty employers to a mailed 1nstrument As such there ...
is some question ‘as to how far they can be generalized Nevertheless as stated
'1n Volume TI, Section 3.2, a maJorlty of the employer respondents required’ bonding
for-all of their employees, thereby ruling out the p0551b111ty that they would
<employ anyone who could not get such coverage. The 1mportance of the restric-
tive clause in the standard blanket bonds is under5cored by the fact that
:the maJority of the employer respondents 1ndicated that they used blanket

‘bonds. o ‘ o )

5. There are some 1nd1cations that the bonding program
has helped part1c1pants to get better jobs than they would
~otherwise have gotten, -

As is-discussed in Volume I, Sectlon 3.4, the results of the bondee followup

mnll-ng 1nd1cate that the ma)ority of responding bondees report 51gn1f1cant 1ncreases
L
in salary between their JObS prior to the bondlng program and their current ’
-
- employment. _A-majority of these bonding program respondents report retention

on the bonding job of one ygar or more; job satisfaction is one factor which

may help to explain this finding. It should be stressed’however,,that these,-. o
- \
findings are based upon'a four to six per cent response rate to our mailing

(and represent only about one percent of the total number of bondees) 4

Therefore, extreme caution must be used in generalizing from this group to the

entire bondee population.

38
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6. The expectatlons of the bond1ng program designers with
- respect to the trustworthiness of most ex- -offenders appear -

to be Just1f1ed o o «

_As is dlscussed in Volume 11, Section 2.3.2, approsimately one in fifty bondces
has- been the subJect of a. pdld claim, y1e1d1ng a "2% default rate "  There is no
way to compare thls flgure w1th the "default rate" in standard commercial -
bond1ng, but the result is cons1dered s1gn1f1cant in itself by Department of =,

Labor staff g1ven the cr1m1na1 records of the vast majority of bondees

Ll . .
s

7. There is no obJect1ve bas1s in the available data for
resolving the dispute between employers and insurers as to
whether or not the former tend to use “unbondability"
to cover up unw1111ngness to hire ex- offendera.

Insurance 1ndustry spokesmen have 1nd1cated that there is less of an ''un-
4

. bondability" problem than is often assumed; they ma1nta1n that_1n most cases_

1
‘they are w1111ng to make except1ons ‘to the exclusionary clauses whenever employers
glve them good reason to do so.. This pos1t10n has been taken by a number of

1nd1v1dua1s bo.h in the 1ndustry trade association and. in the f1de11ty bonding

departments of-Amerlca s largest ;nsurors.

on the other hand, as 1nd1cated in Volume [I, Sectionm 3.2, ‘the respondents

to the.employer followup questlonnalre 1nd1cated that requests for cxceptlons are

turned down about as often as they are approved. - . ) .

8. There have been no maJor changes in fidelity bonding 1ndustry practlces
which can be attributed to the bonding program.

9.  There is little likelihood of fidelity bonding 1ndustry change in the
future based upon the criterion of prof1tab111ty of bonding ''unbondables'.

"~ Although the analysis of the loss experlence of the program in Voiume II,
Section 2.3.1 indicates that the loss ratio for the.bonding program is lower than’
the comparable rat1o for the ‘insurance 1ndustry as a whole, there are a number of’

3
: umverlflable p01nts made by leaders of the insurance 1ndustry whlch tend to

reduce -the importance of this f1nd1ng from the insurors' point of view.

39
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. 10. A number of important questions concerning the need for fidelity
{ “bonding and the impact of the program remain unanswered at this
~  «point. These questions involve: i

a. The 1nc1dence of fidelity bondlng in dlfferent occupa-
> t10n31 groups and.geographic Iocations.

b. The average 1Pve1 of coverage of bonding for spec1f1c‘
jobs and industrial categories nationwide and within speci-’
v+ fic geographical areas.

"As in indicated in Volume 11, Section 3.2, the Surety Association of America
has only limited Jdata on the incidence of fidelity bonding nationwide and in
i specif%c industrial classifications. Although the Surety Association esti-

"mates that only 15-20% of those who might be covered by such bonding are in

fact covered, there are no comprehensive statistics concerning variations

. in utilization of fidelity Lunding in different industries and geographic
.regions. Slmxlarly, there are no available statistics concerning the average

- amount's of coverage. The fact that roughly half the bondees’ were covered for

ths maximum amount (SL0,000) suggests that the limit may be too low and
that bondees may be excluded from certain jobs in certain industries because

of this limitation. ‘The above-cited data gaps make it impossible to resolve

this issue. . o ) : ‘ ,,Min\

li. Lack of approprlate data makes it difficult to interpret the wide
variation in program utilization def1n1t1ve1y The available
data raise--but fail to resolve--such questlons as the follow1ng

a. VNWhy are there such'w1de variations in the proportions of bonding
activity in different occupational groups and geographic areas?
Are these disproportions reflective in any way of Employment
Service practices?

b, Nhy ‘are there'such*variations in length of time bonded? Why,
\ in particular, were one-quarter of the bondees covered for
only one or two months? . If the bondees left their employers
after this.short period of time, what can be dohe to-improve
the bonding program retention rate? On the other hand, given
the finding that a significant proportion ofﬁrespoﬁdents*tv“‘»—“——f——
‘the bondee followup mailing reportéd retention of four years or
_more, is.there anything that can be learned from these "exem-
' } ' plary' placements that can be used to improve the placement
process for others? '

1
|
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t ¢. Why are there such Var1atlons in the proportlons of filed
) claims among d1fferent 1ndustr1a1 classifications and geogra-
phic areas’

. Many of these questions could be;ansWered_through~an experimental . -
effort to keep detailed records of'job=deyelopmentland other contacts with
potential employers .of bondees and improved perlodxc followup with bondees
and their employers. (The flndlng that nearly one in six respondents to

the bondee followup malllng 1nd1cated that they left the1r bond1ng employment

prior to the recorded term1natxon date on the McLaughlln monthly progreSs/

- reports also suggests that additional attentlon may need to be paid to

followup activities.)

This experlmental followup act1v1ty could beg1n after the initial refer-
ral’ and could cont1nue both wh11e the bondee rema1ns on the job and for
several yedrs thereafter. » ‘

12. There is some evidence that the program operates more act1vely

when expansion or modification focuses attcntlon on the bondlng
“ program at the local ‘level.

As is discussed 1n the H1story of the Bondlng Programa it was belleved

N

- that the initial fallure of the bonding program to produce more placements

las, in part, the result of lack of efforts to "push' the program among ES

staff and among employers. The December 1966 meet1ng of bond1ng Sponsors

which stressed the need to promote the program was followed by a pronounced

:

«

increase in bonding act1v1ty

As is d1scussed in VOlume lI Section 2 .3, there appcars to be a gcner11
pattern in utlllzatlon of bonding w1th1n a state or 1ocallty, bondlng activity peaks
withln a year or two of implementation of the proJect, then slowly dec11nes

1ysis of placement data suggests that this pattern was 1nterrupted by the -

-

decision to "go national and the subsequent issuance of new adm1n1strat1ve
1S . )
directives. Thus,. for example, six of the states had statewide'bonding

¢
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' attiVity prior to 1871, when the program was expanded. to a national scope.

Bondings went up during the first year of the national program in five of
the six states (the one state that did not fit this pattern witnessed an

v

enormous jhmp in bondiﬁg activity the year aftcr).' This findihg nay be
caused by a number of factors, but ceftainly the attention given to the

programfby ES'staff is likely to be one of them.

ERIC Nt
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6.0 RECOMMENDATIONS

“ o . .

"

‘ The fellowing recommendations are based upon data presented in

. both volumes of the Final Repdrt; Recomﬁendations for Departmental

‘action are‘presented first; they are followed by -recommendations for

further research on the programl‘

- g . . ~

6.1 Action Recommendations

'* 1. The Department of Labor should continue funding fidelity bonding
activities utilizing an underwriter/contractor and the current
- program design and administrative structure pending the results
of research which can suggest methods for improving program '

effectiveness.
Tt

~"“'""""‘"“Nﬁll'eiabf’ini‘t‘i‘v‘é'éonclusioh5fon“the“results-of‘—-the-bonding program cannot

o

be drawn from the avaiiable data, the prpérém does appear to have achieved
. - - : ‘_" i

significant results for at.least some ex-offenders, at a relatively low cost.

Available evidence suggests that the program has enabled many ex—offendefs to

get jobs‘wﬁﬁch they could not dtherwise;have'oﬁtained. Bqndee eafngngs and
retention data, as well as the sgtisfactibn'exbressed by bondees'and theif.
employers, provide sfrong indications bf“positive ‘impact.

‘ Finally, and perhapsvhost importéntly, the pr&gram‘does provide a service
which does not appear to be duplicated anywhere else. Without such a program,
there yould,apparently be no way .in ;hich 1ar§e numbers of.ex-offenders could
g?'placed in jobs which require bonding:

" 'On the other hand, the.Variability in prozfam outputs suggests.

that there is a potnnfial to effect chanees which can improve overall

prdgram performance in many respecté. Some. of the directions which should {and

shoyld not) be taken-have become clear during ‘the conduct of this study. Thus,
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‘Since the employers are not paying anything for the bond, they have little

-.1ncent1ve to report terminations promptly.

ERIC
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for example, the program designersfhad been considering the possibility of
) ‘ﬁelininating the middle man' and creating a bonding program.in which the United

'States Government provides insurance coverage directly. There is littleé evi- '

- program. 'A careful study of the costs and manpower requirements for.u.s. - . _ .-

ty

5

dence to Support such an alternative at the presant time. Calculation of the
costs of this option is beyond the scope of this’ study, but as is noted in Volume II
Appendix H, the General Accounting Office recently recommended reJection of the

"self-insurance" option in the case of a related U.s. Government surety bonding

Government "self—insurance" should be completed before this alternative 1s
given serious consideration.

On the other hand there are no ddta whatsoever concerning many other ‘ad-
ninistrative arrangements for the program. Suggestions for collecting needed
data are included in Section 6.2 below. ' )

~

. 2. The Department of Labor should immediately implement procedures
for improved followup of bondees.

Inproved followup would serve both immediate operational and longer range
researchbpurposes}"Operationally, improved followup could become an integral
part of a broader system to insure that bonding program funds are being effec- .
tiVely spent. Roughly one in six respondents to the bondee followup maifing
indicated that they,had left their bonding jobs prior. to the date recorded on
the McLaughlin monthly progress reports. Regardless of whether or not the one
1n six ratio is representative of the bondee: population as whole, this finding
points up the fact that there is a potential for misallocation of funds in thev
"bonded until further notice" system in which an individual is covered under

the program'until the employer takes some positive action to terminate the bond.
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Con51deratlon should therefore be §1ven to development of a followup system
in whlch a bondee is dropped from the rolls unless ev1dence is rece1ved statlng
that he is still employed at the bonding Job. Th1s“system could‘also be'adapted to.
'lccompllsh the research purposes described in. Section | 6.2 beiow in which the data
from improved followup could be used to help p1an and implement improved admin-

istrative procedures throughout the ccunse111ng, p1acement and followup pro-
. . ~

S

cesses.

T Nhlle the benef1ts from 1mproved followup are clear, the costs of such -

°

let1V1ty are not. .The Department may, therefore, wish to test a variety of

followup procedures on a pilot ba51s before selectlng the one to be 1mp1ement=d

nationwrde.

3. The Department of Labor.should review the results of this study with’
the leadership of the fidelity bonding industry in order to explore
> whether or not any further efforts at 1nst1tut10na1 change appear
. Northwhile. -

It is by no means c1ear that contacts with the 1eadersh1p of the Surety
Association of‘Amer1ca and fidelity bonding spec1a11sts among leading under—’
writers will result in .any concrete benefits to the program. But the potential
exists. Possible benefits 1nc1ude the follow1ng .

. e Provision of "techn1ca1 assistance' to the Department by insurors
concerning possible improvements in the design and administration of

the Federal Bonding Program.

e -
- L

[ D1scovery of means whereby underwriters might be pursuaded to increase
 the frequency of their coverage of -ex-offenders on a ‘case-by-case basis,
or develop some version of "assigned risk pools" for ex-offenders.

While it does not seem 11ke1y that major changes in insurance industry
practice will be promoted by the :data contained in this Final Réport the -
reactions of 1ndustry experts to these data may provide the Department w1th

mseful 1ns1ghts in refining and improyving the program model. Meetlngs on this

Vo .

* These further uses of follow-up data are discussed in Section 6.2 2 below.
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topic may well pave the way for. further government-industry cooperation. At
minimum, such meetings would meet the expressed desires of fidelity bonding

speciaiists to learn.more about the Federal efforts. e
The Canadian. experience with fidelity bonding 6f ex;offpndéfs'provides
éome (albéit.speculétive) evidence that Aperican insuro;s may Be persuaded to
cover a larger proportién of ex—offende;s than they now are willing to’accepé;
‘ As is discussed in Volume IT, Appendix G, Canadiqn iﬁspfors have entered into an
- 1 agreembnt with the government to consider applications’for.ex—pffgnders if they
dre recommended by parole offlcers, probation officers, or members of volun--
tary after-care¢ agencies. This voluntary program has served only a limited
+~ number of ex-offenderé, but virtually all of these recommendations have been

-

accepted. There would,therefore,séem to be at least potentiai,for a similar .
\ N

arrangement in the United States. ;

6.2 Research Recommendations

Despite the conc1u51on that ‘the bonding. program appears to have demon-
. strated its-utility, the data suggest a number of areas where further research
m1gh; prOmote reflnement of the program design--and administrative structure in
’order to iﬁprové program performénce. 'In many cases, basic déta concerning
the roleiof fidelity bonding in the economy are not available. In order to
determine whether or not the’boﬁding program is currently reaching all those

who might benefit from it, the following recommendation should be implemented:

4. The Department of Labor should carry out research to answer the
. following questions:

&, What is the scope of fldellty bondlng requlrements in the
United States?

-

P A i Toxt Provided by ERIC .




b. How do fidelity bondlng requirements vary among dlfferent
industrial class1f1catlons and geograph1c areas?

"In addition, there are a number of findings concerning variations in pro-
- gram utilization which can be explained b% several factors, only some of which
relate to program design and administration.. In order to diStinguish between

these\and other factors:

S. The Department of Labor anuld carry out research to answer the
follow1ng questions:

a, Nhy has bonding act1v1ty been disproportionate among specific
1ndustr1al classifications and geographic locations?

<

b. Why has the claims experience been d1sproport10naue among certa1n
industrial claSs1f1catlons7 .

As was 1nd1cated in Sectlon 5:9 of this Report, there is a

wide range of findings which raise questions concerning the spec1f1c elements.

" of the bonding program model. In order to answer them:

6. The Department of Labor should carry out research to answer the '
_following questlons' . .

a. Why do s1gn1f1cant proport1ons of bondees. apparently leave their
bonding jobs after only a- month or two?

b.v'To what extent is the bond1ng program 1nformat10n system failing
! ~ to provide up-to-date information concerning tenure of 1nd1v1duals
: in bOnded Jobs7

¢. NWhy do some placements result in s1gn1f1cantly longer retentions
than do others? .

d. To what extent has the $10,000 11m1t excluded bondees from. certa1n
jobs? .

ﬁany of tnese questionszare‘unansWerable today because of difficultieslin
'contacting bondees and employers many years after they have concluded partici-
patlon in the program . The followup act1v1t1es descr1bed in recommendat1on #2
above should therefore, also be deslgned to provide (at least on a pllot bas1s)

T
the kinds of information needed to answer these questions:

)
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'ening of the- counselllng, placement and employer relat1ons act1v1t1es of the

Vpubllc Employment Serv1ce through provision of information on:

"This in. turn would give job developers a '"'tool" which could be used in creating

.‘lors in the1r efforts to f1nd sat1sfactory placements for ex—offenders. In

" short, collection and analys1s of followup data should enable the Employment

_Examlnation of the Employment Serv1ce Local Offlce procedures by wh1ch ‘the borid-
1ng program is adm1n1stered is beyond the .scope of the current research. But the

,u1de variations in pxogram outputs d1scussed in th1s volume of the F1nal Report

. whether or not whether or not there are relationships between any measurable

Complet1on of. th1s researéh would enable the Department to promote strength~

.)/

e 'The k1nds of ]obs;whlch usually require bond1ng and those wh1ch do not

~

e The kinds of jobs in wh1ch bondees .have been most "successful", i.e.y
those with lower turnover, lower default, and higher pay.

a wider pool of openlngs su1table for bondees and for planning of employer con-

tact'act1vit1es. S1mllarly, it would provide additional gu1dance to ES counsel-

Service to m1n1M1ze inappropriate referrals and hence ach1eve its twin obJec-
tive of improving serv1ce to employers and service to d1sadvantaged ]ob seekers.
Nith the collection of systematic followup data, it would then. be poss1ble
to carry out’ the following recommendation:
7. The Department should seek to determine whether or not there exist

correlations between spec1f1c administrative procedures and "success"
in the bonding program.

raise the. poss1b111ty that some Sponsors have developed procedures which
contribute to better placements apd longer‘retentlon.

Once better output datafis available, it should be possible to determine‘-

outputs and such adm1n1strat1ve variables as (a) whether or not bondees are.
treated as "special applicants" and referred to specialists and (b) the presence
. i ' ) .

>




v
.

- or absence of related ex-offegder.activities in the State ES.or Local 6ffice such
as the Model Ex-Offender Program (MEP} . Nhfie it is unlikely that such research
will produce def1n1t1ve results, it may well suggest future directions for ad-

) ninistratlve strengthenmg of the bonding program. o ’ . .

The "categorlcal" nature of the bonding program.as it is .now admin-

Qﬁtered:suggests that it would be useful to explore ways in which some elements

of decentralization can be included in the program model:

‘8. - The Department’ should develop and test the feasibility of alternat1ve .
bondlng models whlch give a larger role to CETA Prime Sponsors.

13

) There is a good deﬂ] of uncertalnty coricerning’ the appropr1ate role'for
the honding program under CETA. Th1s uncertainty results from the reference to
"*ss1st1ng in, secur:ng bonds” in the Title I 11st1ng of activities whlch‘ma) bc

included in a Prime Sponsor's comprehenslve manpOWer program. Atethe same trme;
bLecause of the preponderance of ex~offenders in the bonding program, authorlt) \

" for fidelity bonding activities appears also to be granted under‘the CETA
Title III reference to "procedures to insure that (of fender) part1c1pants are
. .provided with such'manpower training and support services which will enable
them to secure and obtain meaningful employment "
Although these two bases for bond1ng author1ty create some ambiguity, it -
: appears extremely unlikely that any Pr1me Sponsor would be able to contract for

pre arranged commercial bonding for its CETA trainees. Pendlng breakthroughs
in the f1de1rty bondlng industry, it would thus seem necessary for anyone'
wishing to arrange for bonding of ex-offenders to develop a nat1onw1de contract

with an underwriter similar to the existing Manpower Adm1n1strat10n contract.

In short, it is d1ff1cu1t to conceive of an administrative’ structure for

the bonding program which does not 1nc1§fe a strong federal role. But the
. _ . \ .
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exact, nature of that role, and the relatlonshlp of  the Department of Labor

1
U

Natlonal Office bondlng staff and CETA Prlme Sponsors are- by no means certaia.
; In plann1ng the future relatronshlp between the Department and CE%A Prime
: Sponsors in the admlnlstratlon of the bond1ng program, it wlll be 1mportant
‘to remember the language of the Comprehens1ve Employment and Tra1n1ng Act of
41973 and supportlng regulatlons which stress the need to avo1d dupllcatlon of
efforts and to. fund de11very agents ot proven effect1veness .
leen th1-_1eg1s1at1ve mandate and the avallable data on”bondlng program
adm1n15trat10n,'u w1de range of optlons rema1ns Under one.such optlon -bonding

<

. would continue to be ava1lable through all 2400 Local 0ff1ces of thef

'Employment Serv1ce, as is currently the’ case, but Prime Sponsors would have the

optlon of des1gnat1ng an'addltlonal agency as a bond1ng Sponsor as well In

cases in wh1ch Pr1me Sponsors are heav1ly ut111z1ng the Employment Serv1ce for
b.placement *hey would have nQ reason to des1gnate any add1t1onal Sponsors. But.
“if the Prlme Sponsors were using other agenc1es to accomp11sh the placement
yfunctlon, they would have the optlon of des1gnat1ng that add1t10nal agency as
. a bond1ng Sponsor as well.v In a1l casesl the bond1ng units would be suppl1ed
"free" as part of a National 0ff1ce appropr1at1on, and the ‘bonding Sponsor would
- be respons1ble for absorb1ng the administrative costs of the program |
. .The advantage of such a system is that it would g1ve Prime Sponsors addi- f
C€1onal flex1b1llty in utll1zatlon of the bond1ng program,.enabl1ng them to use
agenc1es other than the, Employment Service if they chose to-do so., The dlS- .
: advantages would include the add1tlonal adm1n1strat1ve complex1ty resultlng\from:

the inclusion of additional bond1ng Sponsor, although this might be minlmized
Te : : R b

<
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by utlll’lng a Statewide. Lntermedlate Sponsor playing a role slmllar to that

. wh1ch State ES offices currently play -- or continuing the use of the State
ES agency as sponsor- for all bonding in the Stnte -- whether bonding was carried
- 3

out by ES Local Offices or not.

.

Other optlons which entall using the dleldblllty of "free" bonding slots
K to. Prime Sponsors as an incentive to promoting offender manpouel act1v1t1es
also appear feasible and worthy of further consideration.

F:nally, the need co .conduct .the research descr1bed above in a
sc1ent1f1ca11y rlgorous manner and to communlcate the results. ot this research

s

to key deLlS10n makers, in the insurance 1ndustry and the bus1neSS community

suggests that the research process could be strengthened if the Depa1tment

i adoptS'the recommendatlon that:

9.  The Department should plan and implement the above described
: research utilizing an advisory committee composed of academic,
‘experts in manpower and criminology as well as other .public and
private sectoy participants:

‘
- 1

‘The presence of academlcs on the commlttee would help to avoid many of the
.pltfalls of prev1ously conducted research on offender rehabllltatlon The
publlc and - prlvate sector partlclpants could provide practlcal input 1nto the
research deslgn and data’ 1nterpretatlon and could disseminate f1nd1ngs to their

PES

- respectlve organlzatlons. - . . L ) S
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