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@ .’ 9’ The Honorable Clifford P. Hansen 

.J$sk&ed ZdSies Smate 

Dear Senator Hansen: 

Pwsuant to your request gf May 28, 1974, and our meeting with 
you on June 14, 1974, we have reviewed several matters relating to 
the Department of Labor's practice of obtaining labor union comments 
in making certifications required by the Consolidated Farm and Rural 
Developmeai; Act. Under that act, the Department of Labor certifies 

"3% .,.- . . . __-- .~. .z-_, I+ :yg&&L.,~ 1 -;,?..~VV~+=%he .??epartment of Agriculture's business and 
_",... . - _- *_. ma? ?wat> md granL programs will not result in 

--the transfer of employment or business activity from 
one area to another or 

--the overproduction of goods, materials, or commodities 
or the overavailability of services or facilities in 
an area. 

. . ihl?report contains essentially the same information as the 
-%=r%fing document used during our presentation to you on October 3, 1974. 

As discussed at that meeting, the Department of Justice should 
be consulted on questions about whether the Department of Labor's 
solicitation of labor union comments violated the law--18 U.S.C. 1905- 
relating to disclosure of confidential proprietary information. 

We discussed the matters presented in the report with officials 
of the Departments of Agriculture and Labor and considered their views 
in preparing the report but, as you requested, we did not obtain 
written comnents from them. 

- -I---'.-; .rith your office-, we are sending copies of this report 
8 - . L;,&u se?:& Rubsell Longand Cong:?ssman Bill Alexander, the Secretaries 

I.‘- ~'~~~~~l~~kp.and~~h--. .Ind the Hodse and benate Comnittees on (]J%@ 
., L4,(Government Operatiorti a<~d on Appropriations. 
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By sending the report to the Secretary of Labor and to the 
four committees, the requirements of section 236 of the Legislative 
Reorganization Act of 1970 will br: set in motion. Section 236 
requires the head of a Federal agency to submit a written'statement 
on actions taken on our recommendations to the House and 4 enate 
Committees on Government Operations not later than 60 days after 
the date of the report and to the HEY@ and Senate Comnittees on 
Appropriations with the agency s first request for appropriations 
made more than 60 days after the date of the report. 

We do not plan to distribute this report further unless you 
agree or publicly announce its contents. 

Sincerely yours, 

Comptroller General 
of the United States . 

-2s 
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COMPTROKER GENERAL'S REPORT TO 1 
THE HONORABLE CLIFFORD l? HANSEN 
UNITED STATES SENATE 

DIGEST ----mm 

WHY THE REVIEW GIAS MADE 

GAO was asked to review the 
Department of Labor's practice 
of obtaining labor union com- 
ments in making certifica_ti.ons 
required by themaiated 
Farm and Rural De*ielopment Act. 

Under the act, tabor is required 
to certify that a.s&tance under 
the Department of Agriculture's 
Farmers Home Administration 
(FmHA) business and industrial 
loan and -programs will 
not likely result i-n- 

i I 
1 

i .. 
I 

DEPARTMENT OF LABbR'S PRACTICE 
OF CBTAINING LABOR UNION COMMENTS 
IN MlKING CERTIFICATIONS REQUIRED 
BY THE CONSOLIDATED FARM AND 
RURAL DEVELOPMENT ACT 

4 z Departments of Agriculture and labor 42, 4 
// /B-114873 

--transfer of employment or 
business activity from one 
area to another or 

--overproduction of goods, 
materials, or commodities or 
the overavailability of ser- 
vices or facilities in an 
area. 

The business and industrial 
loan and grant programs and the 
requirement for Labor’s certifi- 
cations were added to the Con- 
solidated Faim and Rural Gevelop- 
ment Act by the Rural Development 
Act of 1972. 

Major matters GAO reviewed were: 

Tab&&. Upon removal. the reporl i 
cover date Ihould be .aored hereon 

--Labor's use of the American 
Federation of Labor and Con- 
gress of Industrial Organiza- 
tions' (AFL-CIO) comments in 
making certifications. 

--Labor's denial of certifications 
on the basis of labor union 
conents. 

--Labor's compliance with the 
60-day statutory limit for 
processing certification 
requests. 

--Labor’s use of unions, other 
than AFL-CIO or its affiliates, 
and other non-Government sources. 

--AFL-CIO criteria for comnenting 
on businesses and industries 
pending certification. 

--Possible violations of 18 U.S.C., 
19OS. relating to t,he disclo- 
sure of cential proprietary 
~~m&im~ 

--.I--wA,-C --se 

--Public review of Labor's certi- 
fjcation >rocedurts. - 

FINDINGS AND CONCLUSIO1!S ---_ 

labor began processing certifica- 
tions in October 1973. Through 



August 31, 1974, Labor had re- 
ceived certification requests 
involvinq 919 aoolicants, 
businesses, and'indastries. 

As of August 31, 1974,'Labor 
had approved certifications for 
791 of these,denied 8, and was 
still processing 104. Certifi- 
cation requests for the remain- 
ing 16 applicants or businesses 
had been withdrawn. (See p. 3.) 

The Rural Development Act's 
?egislative history is silent 
on wtrether the Congress intended 
Labor to solicit labor union com- 
ments when making certifications. 
At AFL-CIO's request, Labor be- 
gan to solicit AFL-CIO conments 
in February 1974. An AFL-CIO 
official told GAO that the unior 
made the request because it was 
concerned that Federal finan- 
cing might be used to transfer 
employment from one area to 
another. (See p. 4.) 

Through July 10, 1974, Labor 
sent the AFL-CIO information 
on 679 businesses and industries 
on which FmHA had requested cer- 
tification. 

Labor assumed that AFL-CIO or 
its affiliated unions did not 
object to certification unless 
comments were received within 
2 weeks. As of July 31, 1976, 
AFL-CIO affiliattd unions had 
commented negatively ir, 22 of 
the 679 cases. 

Comments gene,*ally reia ted to 
increasing capacities in al- 
ready-depressed industries, 

transferring employment from 
one area to ar.cther, and giving 
businesses to be assisted the 
unfair competitive aevantage of 
Federal financing. (See p. 4.) 

- 

As of July 31, 1974, Labor had 
provided certifications in 17 
of the 22 cases and denied cer- 
tification in one case. The 
remaining four cases were blend- 
ing. (See p. 5.) 

GAO con,?*Bded that AFL-CIO 
approval was not a prerequisite 
to Labor's certification on the 
basis of 

--statements made by officials 
with the 17 businesses, on 
which Labor had provided 
certifications despite nega- 
tive union comments. that 
they had not made any con- 
cessions tJ any labor union 
to try to obtain union 
approval of labor certiffca-- 
tions and 

--Labor's actions in the cases 
on which union comments were 
received. (See p. 5.) 

labor suspended its practire of 
soiiciting AFL-CIO comments in 
August 1974. Instead, it plans 
to publish in the Federal Register 
a list of applicants, businesses, 
and industries--other than those 
to be routinely approved--pending 
certificaticn, asking for cements 
from all interest 
in 2 weeks% 

ed parties with- 

Labor's plan was included in its 
proposed new ce,; ificaticn 
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procedures published in the 
Federal Register on cctcber 22, 
1974. (See p. 5.) 

In the case in which the union 
commented negatively and Labor 
denied certification, Labor had 
not thorcughly investigated the 
union's allegations or directly 
communicated with the business. 

Although Labor asked Fs:HA to 
resolve the union's allegations, 
Labor did not consider the 
response-adequate and'denied 
the business certification. 

After GAO inquired into this 
matter, Labor obtained further 
information showing the union's 
allegations misleading.. A 
Labtir official said that Labor 
would reevaluate the business 
for possible certification if 
the case was resubmitted. 
(See p. 6.) 

In one of the 17 cases in which 
Labor provide+ certification 
despite union comments, it had 
origlnally denied certification 
without thoroughly investigating 
the union's comments. 

After FmHA told the business it GAO believes that it is Labor's 
had been denied certification, responsibility, in making cer- 
the business sent Labor a letter tifications pursuant to the 
justifying its .position and ~~ Consolidated Farm and Rural 
negating the union's a'legations. @eveloprcnt Act, to thoroughly 
Labor then revoked its denial investigate the accuracy of the 
and approved a certification 
for this tusiness. (See p. E.) 

information it uses to deny or . 
anprove certifications. 

in irvestigati<g the union 

corrert.5 i c tt,ese the cases, 

Labor rave thp businesses ar 

- 

opportunity to respond to union 
comments tbrcu$ FmHA. tlowever , 
these attempts were unsuccessful 
becaR= of 
breakdown between Labor and FrPA. - 

Although Labor ronsic'erea in- 
J;dlng direct ,-onmunjcati,,,, -~ -~~~~~~~-~~~~~~~=~~~~~~- 
with applicants and businesses 
in it\ croposed certification 
procedures, Labor rejected this 
approach because FmHA already 
had established communication: * 
with them. (See pp. 6 to 8.) 

Labor's proposed procedures 
would require Labo- to advise 
FmHA in writing of any comments 
which could lead to Labor's 

.-. 

denying a certification, 50 
that FmHA could give applicants 
and businesses an opportunity 
to respond. 

Although :mHA had been advised 
in writing of negative union 
comments in the case in which' 
tdbor had deniea certification, 
a Labor offiria? said that he 
did net believe that the 
misunderstanding experienced on 
i:z: ;ar;.;ould occur again. 

As part of that 'nvestigatior, 
Labor should corrmicdte al 1 

r.eSativc ccD.ments directly tc 

.- . . _-  .- -  L.. i 
. . -... 

-. .<..: 

. -  

_  

. 

-  

.- 



the affected applicants or 
businesses for their response. 

Direct communication with 
applicants and businesses 
could 

--minimize misunderstandings and 

--expedite the certification 
process by avoiding unneces- 
sary de?Jys. (See p. 8.) 

Labor has not been able to 
pro:ess al? certification 
requests within the 60-day 
statutory limft. Requests 
requiring over 60 days to pro- 
cess have included ones with 
and without union comments. 

To expedite processing, Labor 
has 

--Droposed new certification 
procedures providing for its 
routinely certifying loans 
and grants for certain kfnds 
of projects, such as those 
involving a change of owner- 
ship or the refinancing of 
an existing loan; 

--requested five additional 
personnel in its supplemen- 
tary appropriations for 
fiscal year 1975; and 

--plans to continue monitoring 
its certification process to 
identify other expediting 
actions which can be taken. 

These proposed actions, if 
properly '.aplemented, should 
help expedite the certification 

process. As noted above, 
direct communicaticris with 
applicants and businesses 
could also help. (See p. 8.) 

AFL-CIO was the on1 J labor 
union from which Labor directly 
bclicited comments but, pur- 
suant to Labor's instructions, 
State rmployment security 
commissions were to solicit 
comments from competitors and 
loca, unions. 

Also, the Economic Development 
Administration, which assisted 
Labor with some of its certifi- 
cations, sometimes obtained 
information from trade associa- 
tion; and local chambers of 
coinnerce. (See p. 11.) 

AFL-CIO did not have any written 
criteria for commenting on pend- . 
ing certification requests. 

An AFL-CIO official said, how- 
ever, that AFL-CIO and its 
affiliated unions reviewed the 
requests to determine that 

--jobs and incomes of employed 
workers would be protected, 

--employment would not be 
transferred from one area 
to another, and 

--production would not be in- 
creased in tin industry having 
excess capacity and signifi- 
cant unemployment. (See p. 11.) 

In soliciting AFL-CIO comments 
between February and August 1974, 
Labor routinely sent AFL-CIO a 
list showing the name of the 



applicant or business Rending 
certification, ;he.proposed 
location of the plant, and the 
products to be involved. 

labor officials did not believe 
this practice violated the pro- 
visions of i8 U.S.C. 1905 rela- 
ting to the disclosure of 
confidential proprietary in- 
formation. 

Although tabor suspended its 
practice of directly soliciting 
AFL-CIO comments in August 1974, 
Labor plans to publish infor- 
maticn simi'lar to that formerly 
provided to AFL-CIO in the 
Federal Register :rting for 
comments from all interested 
parties. 

Questions or allegations about 
violations of 18 U.S.C. 1905, 
a criminal statute, are for 
resolution by the Department 
of Justice; GAO has no juris- 
diction in such matters: 
(See p. 12.) 

RECCMMENDATIOM .--_--. 

GAO is recomending to the 
Secretary of Labor that Ldbor 
connlunicate all negative 
cornnents which could lead to 
Labor's denial of certifica- 
tion directly to the applicant 
or business for its response. 
(See p. 8.) 

AGENCY ACTIONS AND UNRESOLVED ISSUES ---- -m- 

As requested by Senator Hansen, 
GAO did not obtain written com- 
ments from Labor or the Depart- 
ment of Agriculture on this 
report. GAO did, however, dis- 
cuss the matters in the report 
with officials of both Depart- 
ments and considered their views 
in preparing the report. 

Labor officials told GA3 that 
the certification procedures 
Labor was using were interim 
procedures and that fitial pro- 
cedures were being developed 
in cooperation with FmHA. 

labor published its proposed 
new certification procedures 
in the Federal Register fcr 
public reviec and comment on 
October 23, 1974. (See p. 12.) 



CEAPTERL 

-. 
TNTRODUCTZON - 

Me reviewed the Department of Labor's practice of obtaining 
labor union comments before certifying that assistance under the 
Department of Agriculture's Farmers Home Administration's (FmHA's) 

__.__~____~.__._ ~____ 
,.- 

buutni;nand industrbal loan and grant programs will not likely _ 
. 

--the transfer of employment or business activity 
.from one area to another G" 

--the overproducticn of goods, materials, or comodfties 
- ,i..,yR or the overavailability of services or facilities in 

'. -:.c L - an area. 

The Consolidated Farm and Rural Development Act (7 U.S.C. 1921 
note (supp, II)) authorizes both the loan and grant programs 
and Labor's certifications. 

The major matters reviewed were: 

--Labor's use of the American Federation of Labor and 
Congress of Industrial Organizations' (AFL-CIO) 
cornnents in making certificp:ions. 

--Labor's denial of certifications on the basis of 
labor union comnents. 

--Labor's compliance with the 60-day statutory 
limit for processing certification requests. 

--Labor's use of unions, other than AFL-CIO or its 
-. . .S;;>ffiliates, and other non-Government so**rces. .:*.* 

m--AFL-CIO- criteria forconaFenting on businesses and 
industries pending certi'icaiiun. 

i: > i . I I . . . Xsible violations of 18 U.S.C. 1905, relating to 
_-. . ,.. .._., ,:;-. .di,-losure of confidential proprietary .infonnation. 

ic rev --Pub1 iew of Labor’s certification procedures. 



PROGRAM AUTHORIZATION AND ADMINISTRATIOK 

Section 118 of the Rural Development Act of 1972 amended the 
Consolidated Farm and Rural Development Act by add:ng section 
310B (7 U.S.C. 1932 (supp. II)). Section 3108 authorizes the 
Secretary of Agriculture to make, insure, and guarantee loans 
for improving, developing, or financing business, industry, and 
employment and for improving the economic and environmental 
climate i? rural comnunities, including pollution abatement and 
control. Also it authorizes the Secretary to make grants to 
public bodies for measures designed to help development of 
private business enterprises. 

Accordfng to section 3lOB, thl's assistance cannot be extended 
unless the Secretary of Labor certifies that it is not likely to 
result in (1) transferring any employment or business activity of 
the applicant from one area to another or (2) increasing the pro- 
duction of goods, materials, or commodities or the availability 
of services or facilities in the area when there is not sufficient 
demand. 

The act requires that the Secretary of Labor complete his 
certification within 60 days from receipt of the request for 
certification from the Secretary of Agriculture. The Conference 
Report1 on the act stated that, except in unusual circumstances, 
the Secretary of Labor should act Mthir 30 days. 

The Secretary of Agriculture delegated his authority for - 
making business and industrial loans and grants to FmHA. During 
fiscal year 1974, FmHA had obligated about $200 million for 399 
business and industrial loans and about $10 million for 136 
business and industrial grants. Because of Senator Hansen's 
interest in FmHA's procedures for processing business and industrial 
loans, a sumnary of these procedures are included in appendix I. 

Labor has been following interim procedures in making certi- 
fications. It has not described these procedures in writing 
except in instructions issued to its regional offices. These 
interim procedures, discussed below in relation to specific 
matters reviewed for Senatcr Hansen, are surrzarized in appendix II. 
Cjn October 23, 7974, Labor publ;shed its srepcsed certification 
procedures in the Federal Register (39 Fed. Reg. 3765O(CI)) ard 
invited public review and comments thereon. 

1 
House 'ieport Fio. (Z-1129, v'une 14, 1972. 

2 



tabor began making certifications in October 1973. Thmugh - 
August 31, 1974, its records showed that it had received cer+.ifi- 
cation requests involving 919 applicants, businesses, and industries. 
Labor's records showed that, as of hagat, i v , I 
certifications for 791 of these, denied certifications for C, and - 
was still processing certifications for 104. Certificdticn re- 
quests for the rerr;aining 16 applicants or businesses had been 
withdrawn. 

--. 

. - 

. 
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CHfiPTER 2 

LABOR'S PRACTICE OF OBTAINING LABOR UNION COFUWITS 
IN MAKING CERTIFICATIONS -- 

l 
Between February and August 1974, Labor, generally on a 

weekly basis, sent a list of bubi:lesses and industries pending 
certification to the AFL-CIO’s Research Department in Washington 
for comment. The name of the business or industry, the proposed 
location of :he project, and the products involved were listed. 
The Research Department, in turn, relayed this information to 
AFL-CIO affiliated unions having an interest in a particular 
business or industry. Unless c&nnents were received within 2 
weeks, Labor assumed that there were none. 

The Rural Development Act's legislative history is silent 
on whether the Congress intended the Secretary of Labor to get 
labor union: corrments when making certifications. Labor officials 
said that Labor's practice of soliciting .lFL-CIO conrnents was 
initiated in February 1974 at the union's request. . 

An AFL-CIO official said that the request was made because 
the union was concerned that Federal financing might be used to 
transfer employment from one area to another which occurred, in 
some instances, under Federal area redevelopment and manpower 
training programs. He said also that, during consideration of 
the Rural Development Act, AFL-CIO was led to believe that an 
opportunity to make inputs into the decisionmaking,process 
would be provided. 

LABOR'S USE OF LAGOR UNION COMMENTS 

In a May 16, 1974, letter Labor told Senator Hansen that 
AFL-CIO comments were used as an information source and that 
AFL-CIO approval was not a prerequisite to Labor's certification. 
An AFL-CIO official said that it was never intended that AFL-CIO 
would have a veto power over certifications. Our analysis of 
Labor's records and acticns confirmed these statements. 

The reccrds showed that, through July lC, 1974, Labor had 
sent AFL-CIO information on 679 businesses and industries on which 
FmHA had requested certification. The records also showed that, 
as cf July 31, 1974, AFL-CIO affiliated unions had ccrmented nega- 
tively on 22 of these businesses (see app. III), or about 3 per- 
cent, and had no comments on the remainin? 657 businesses or 
industries. 

4 



According to the comments in the 22 cases, AFL-CIO 
affiliated unions believed the businesses shou?d be denied 
certification because Federal aid to these businesses would 
result in: 

--The inefficient use of existing capacity in 
certain industries d?ready depressed because of 
imports, declines in Department of Defense purchases, 
gasoline shortages, declines in home building, or 
insuffkient demand. 

--The transfer of employment or business activity 
from one area to another because of conditions 
prevalent in some industries or result in unem- 
ployment in those areas these businesses now 
operate. 

--Some businesses having an unfair advantage over 
competitors because of the cost advantages made 
available by Federal financing. 

As of July 31, 1974, Labor had approved certifications for 
17 of these 22 businesses despite the negative union comments. 
It originally denied certification for ? of the 17 businesses 
because of union comments but later certified this business 
after receiving a letter which justified the business's position 
and negated the union's comments. Labor denied certification to 
one of the remaining five businesses and four were pending. (See 
app. III.) (Labor had denied certification to four other businesses 
as of July 31, 1974, but none of these involved union comments.) 

Cfficials with the ?7 businesses for which Labor had approved 
certifications despite negative union comments said that they had 
not made any concessions to any labor union to obtain union appro- 
val of Labor's certification. Most of the officials said that 
they were not even informed of the union's comments. 

On the basis of the officials' statements and Labor's actions 
in the cases in which union comnents were received, we concluded 
that AFL-CIO aporoval was not a prerequisite to certification. 

Labor officials said Labor suspended its practice of 
soliciting AFL-CIO conrnents in August 1974 pe.nding implementation 
cf its proposed new certification procedures. (See p. 2.) Labor 
will, under its proposed procedures, publish weekly in the Federal 
Register a list of applicants, businesses, and industries--other 
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than those to be routinely approved (see p. lO)--pending _ .- 

certificaticn, asking for comments from all interested parties 
within 2 weeks. Although this procedure was described in Labor's 
August 6, 1974, instnctions to its--regionzl~ffirur(3eeap~-I), --.. 

an official said that this would not be implemented until pro- ---L---_ 

cedures were finalized. 

CERTIFiCATIONS DENIED BY LABOR 
DN THE BASIS OF LABOR UNION COMMENTS 

As of July 31, 1974, Labor had formally denied certifications 
to.two businesses because of union comments. One business, the 
Lady Wrangler Division of Blue Bell, Inc., was a prospective 
occupant of an industrial park to be financed by an FmHA grant 
to the city of Oakdale, Louisiana. 

The international Ladies Garment Workers' Union, an AFL-CIO 
affiliate, told Labor that Blue Bell's annual reports showed that 
Lady Wrangler had closed one of its plants in Mississippi in 1973 
and it expressed its concern that certification would result in 
the transfer of employment from one area to another. Labor told 
FmHA of the union's comments and asked FmHA to have the city of 
Oakdale resolve this matter. In a letter to FmHA which was for- 
warded to Labor, the city stated that Lady Wrangler had only one 
plant in Mississippi. According to a Labor official, it did not 
consider the city's reply responsive and it formally denied Lady 
Wrangler certification. Labor did certify the city for a grant, 
provided that for 3 years, all project occupants be certified by 
Labor. 

Labor records showed that a special Security and Exchange 
Commission inquiry of the union's allegation revealed that, 
although a Lady Wrangler plant had been closed in Mississippi, a 
new plant was simultaneously opened in the same city. A Labor 
official said that this information was not considered because 
Labor's inquiry with the Commission revealed that the information 
was obtained from Lady Wrangler and that there was no information 
in the Commission's files to document this. 

According to information we obtained from the Mississippi . 
Research and Development Center, Lady Wrangler, and the Community 
Foundation of Tupelo, Mississippi, Lady Wrangler had operated five 
plants in Mississippi. Two plants, located in the city of Tupelo, 
were consolidated into one in 1973, reducing the number of plants 
in Mississippi from five to four. Lady Wrangler said that no loss 
of employment resulted from the consolidation. 



When the Lady Wrangler certification request was!processed, 
Labor's instructions to its regional offices provided only for 
the State employment security commission in the State in which 
the proposed project was to be located to report on a certifica- 
tion request. Labor revised these instructions on August 6, 1974, 
to provide for the State employment security comnissfon in each 
State in which the applicant or occupant operates a plant pro- 
ducing products similar to those to be produced in the proposed 
plant to report on a certification request. Wad these revised 
instructions been in effect when Labor processed the Lady Wrangler 
certification, a report from the Mississippi State Employment 
Security Comnlssion might have helped resolve the union's allega- 
tion before Lady Wrangler was denied certification. 

To verify the information we obtained, Lahnr asked the 
Mississfppi State Employment Security Comissiort to look into 
this matter. The Mississippi commission confirmed that the 
reduction in plants vlas the result of consolidation. A Labor 
official raid that Labor would reevaluate Lady Wrangler for 
possible certification if resubmitted., 

Labor also formally denied certification because of negative 
union comnents to Kern Manufacturing, Inc. in this case, Labor 
later revoked its denial. The International Ladies Garment 
Workers' Union had alleged ihat Kern was a subcontractor for 
Mafdenform, Inc., and that this relationship had resulted in 
layoffs at Maidenfon plants in Perth Amboy and Bayonne, New 
Jersey. 

A Labor official said that he attempted to resolve this 
problem with FmHA before formally denying Kern certification on 
June 21, 1974. The president of Kern said that he was not aware 
that Labor or the union had a problem until FmHA told him of the 
denial. He said that, after he was told of the denial, he sent 
Labor a letter denying that Kern was a subcontractor for Maiden- 
form. FmHA resubmitted the certification request and, on July 17, 
1974, Labor revoked its deniai and formally approved the 
certification. 

In discussing the Kern and Lady Wrangler cafes with Labor 
officials, we proposed that, to avoid similar future problems, 
Labor should communicate such information directly to the affected 
businesses for their response. 

A Labor official said that Labor had considered including in 
its proposed new certification procedures (see p. 2) direct 
cotrmunications with those businesses affected by negative cor;,ments 



\ 
but rejected this because FmHA already had established communications 
with applicants and businesses through ita Stdte and county offices. - 
He said that, under Labor's proposed procedures, FrHA would be ad- 
vised in writing of any negative comments which could lea<; to 
Labor's denying a certification , so that FmHA could give applicants 
and businesses alI opportunity tr, respond. Although he recognized 
that FmHA had been advised in writing about Lady Wrangler, he said 
that this was one of the first cases in which FmHA had been advised 
in writing and that he did not believe that such a misunderstanding 
would occur again. 

Although FmHA establishes communications with an applicant or 
business well before the Labor certi,'ication process begins, the 
Certificate of Non-relocation and the Market and Capacity Informa- 
tion Report (Forms FmHA 449-22 and 449-23) forwarded to Labor with 
the certification request, contain the name, address, and tele- 
phone number of the applicant or business, thus Labor can easily 
communicate with them if any questions arise. 

Conclusions 

!t is .Labor's responsibility, in making certifications pur- 
s&s* i; tc the Consolidated Farm and Rural Development Act, to 
thoco:,#?v invtstigate the accuracy of the information it uses to 
deny or approve certifications. As part of its investigation, 
Labor should canmun.cate all negative comments, wrich could lead - 
to its denial of certifications, directly to the applicants or 
businesses for their response. This would further minimize mis- 
understandings and could help to expedite the certification process 
by avoiding unnecessary delays. 

Reconnendation to the Secretary of Labor -- 

We recommend that Labor communicate all negative comments which 
could lead to the denial of certification directly to the applicant 
or business for its response. 

LABOR'S COMPLIANCE WITH 60-DAY STATUTORY LIMIT --- 
FOR PROCESSING CERTIFICATION REQUESTS 

. 

In many instances Labor has not processed certifications within 
the 60-day statutory limit. Some of the requests which required 



more than 60 days to process had been comnented on by labor 
unions; others had not. 

* 
Of the 22 busitlesses on which Laborhabe 

union comments, certification requests on the 18 approved or 
denied certification by Labor as of July 31, 1974, had required 
an average of 75 days for processing. Of these, 15 took longer 
than 60 days to process. The four certification requests which 
were still being processed on July 31, iS7d, had been on hand 
an average of about 103 days; each had been on hand for more 
than 60 days. (See app. III.) 

Our-analysis of 34 certification requests which were submitted 
to Later in March 1974 and which the union had not comnented on, 
showed that it took an average of 60 days to approve or deny 
certification--21 required more than 60 days, ranging from 62 to 
92 Qys, and 13 required less than 60 days, ranging from 30 to 
58 a3ys. 

In processing certification requests,.Labor solicited comments 
from State employment security commissions and, in some cases, 
from the Economic Development Administration (EDA), as well as 
from AFL-CIO. Those requests on which negative commeilts were 
received generally took longer to process, particular'ty when such 
com-nents resulted in Labor's denying certificatibz. In addition 
to those requests denied certification because of union comTlents, 
Labor formally denied certification on four other requests as of 
July 31, 1974, because of adverse comments from either State 
employment security commissions or EDA. It took Labor an average 
of 77 days to process these requests. 

Labor officials told us that many requests were not processed 
within 60 days because: 

--The number of requests received during fiscal year 
1974 was about 3 times more than the 250 requests 
it expected to receive from FmHA and it did not 
have sufficient-staff to handle this volume. 

--This was a new program with untested procedures 
and in which specific legal precedents and new 
icsues surfaced which needed to be resolved. 

--There were, on occasion, problems in getting 
additional information from FmHP needed to 
certify requests. 

9 
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Labor officials said that a very large numher of requests 
were received during Apr!? and F&y and that most of the: cases 
in which requests were not processed within CO days were 
durfng this period. They said nearly all of that backlog had 
been worked off during July and August using overtime a.sistance. 

1 
Labor records showed that, of the 104 certification requests 

still being processed as of Auyust 31, 1974, only 12 had been on 
hand for more than 60 days. 

To expedite processing, tba proposed certification procedures 
(see p. 2j provide for Labor to routinely certify; 

--Loans for projects which involve a change of ownership 
from one person or group to another or the refjnancing 
of an existing loan. 

--Loans of less than $100,000 for projects which are 
expected to result in the employment of not more than 
five workers. I 

--Grants to public bodies for projects having no known 
current or future occupants. (Since March 19, 1974, 
DOL hds been routinely certifyinq this type of grant 
(see app. II).) / 

--Grants to public bodies for projects in which the 
occupants are known but the improvement will not 
result in a transfer or increase in operations or 
employment by the occupants. 

A Labor official said that Labor's supplemental appropriations 
request for fiscal year 1975, pcndinrj in the Office of Management 
and Budget, would provide five additiotidl personnel. This officia; 
said also that Labor will continue to monitor its certification 
process to identify additional actions vh.iCh could further expedite 
the certification process. 

Conclusions -----a 

These proposed actions, if properly implemented, should help 
expedite the certification process. Also direct communications 
with appl icdnts or busincsbes, as recommended on page C, would 
help expedite the certification process. 



LABOR'S USE OF UNIONS, OTtIJR THAN THE AFL-CIO OR - _A.--- -- -- --- - ---- 
ITS AFFILIATES, AND OTHER NON-GOVERNMENT SOURCES - --- 

A Labor official:said that Labor did not solicit comznts 
from any union other than AFL-CIO or from non-Government organi- 
zations or groups. i 

Under Labor's February 15, 1974, instructions to its regional 
offices (see app. II), State employment security commissions were 
to solicit com;lents from business competitors and local unions in 
reporting on certificatiun requests forwarded to them for review. 
Labor revised these instructions on August 6, 1974 (see app. II), 
to provide that State employment security commission reports be 
based primarily on data available from local and State agencies 
and be supplemented, at the State's option, by information obtained 
from outside infctmed groups. The revised instructions limit the 
information that can be given out by State comissions to the name 
of the applicant or business, the project's location (city and 
State), and the principal business activity. 

According to an EDA official, EDA sometimes obtained information 
from trade associations and local chambers of comerce in making 
market capacity studies for Labor. 

AFL-CIO CRITERIA FOR COMMENTING ON BUSINESSES 
mD INDUSTRIES PENDING CERTlFICATION 

An AFL-CIO official said that AFL-CIO did not have any written 
criteria for comr,enting on businesses and industries pending Labor 
certification but that AFL-CIO and its affiliates reviewed the 
requests to determine that 

--jobs and incomes of employed workers would be 
protected, 

--employment would not be transferred from one 
area to another, and 

--production Hould not be increased in an industry 
having excess capacity and significant unemployment. 

11 
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@STIONS CONCERNING OISCtOSlJRE E - 
COPl-c~~-i'W'~~TARY JNI @@-@T ION -----I_- 

Federal law (18 U.S.C. 1905) genera-Fty-providetitkp 
confidentiality of proprietary information w,hich Federal officers 
or employees obtain from manufacturers, businesses, and individuals 

- 

--- 
- 

through their official duties. This law provides penalties if such 
persons disclose proprietary information--such as trade secrets, ----_._. ~__ ___~.___~ 
processes, operations, identity, confi~;ential statistical data, or 
pertinent financial data --in any manner or to any extent not author- 
ized by law. 

IC soliciting AFL-CIO comments between February and August 
1974, Labor routinely sent AFL-CIO a list showing the name of the 
applicant or business pending certification, the proposed location 

,- .- -_ -~ of the plant, and the products to be involved. Labor officials 
said that they did not believe this practice violated the provisions 
of 18 U.S.C. 1905. 

Al though Labor suspended its practice of directly soliciting 
AFL-CIO comments in August 1974, it plans to publish in the Federal 
Register information similar to that formerly provided to AFL-CIO. 
(See p. 5.) 

Because 18 U.S.C. 1905 is a criminal statute, we have no 
. jurisdiction. Questions or allegations concerning the violation 

. ..i, > of this statuteare for resolution by the Department of Justice. 

PUBLIC REVIEW OF LABOR'S CERTIF&ATION PROCEDURES 

On June 22, 1973, FmHA's proposed regulations for the business 
and industrial loan and grant programs were published in the Federal 
Register (38 Fed. Reg. 16375 (DI)) to 9ive the public an opportunity 
to cement on the proposed regulations. Final regulations for these 
Pro 

.fgI 3 
rams were published in the Federal Rtgister (38 Fed. Reg. 29036 

- *. % ) on October 18, 1973. 
2 '. _- 

Both the proposed,and final regulations 
tiu-dided for the submission of loan applications to Labor for 

3; Certification in accordance with the Consolidated Farm and Rural 
_ . Development Act, as amended, but they did not identify the proce- 

dures labor was to follow. 
.- .' ., .1 .-. _ 

. - . . . . -, . . ,;;tis 1). -,: . vials said that the certification procedures the 
Department was using were interim procedures (see app. II) and that 
final procedures were being developed in cooperation with FmKA. Labor 
published its proposed certification procedures in the Federal Register 
;;e;;;;ber 23, 1974 (see P. 2), and invited public review and comments 

. 
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CHPtPTER 3 ---..-- 

SCOPE OF REVIEW --.* - 

We made our review at the rational offices of FmiJA, Labors 
and EDA. We reviewed 

--the Rural Development Act of 1972 and its' 
legislative history; '\ 

--FmHA's re&lations and instructions applicable 
to the processing of business and industrial 
loan and grant applications; 

--Labor's certification procedures; and 

--Labor and FmHA records on selected certification 
requests, including the 22 certifitation requests 
on which Labor had received union comments. 

We interviewed FmHA, Labor, and EDA officials about their 
agencies' procedures and role in Labor's certifications or 
specific matters relating to selected applications. We also 
interviewed applicants, company representatives involved with 
these applicants, Stattt agencies, AFL-CIO and une of its 
affiliated unions, and private organizations concerning matters 
discussed in this report. 

13 
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Guaranteed Jusiness 3112 I!?f!i,;tFiJl loans 21-p processed in 
accordance with FmPA regulaticnq (? if? P,!rt;~lSSl~rlrld ?84E), - - --Y---z-m.--------- 
FmHA Instructions 449.1 and 4J'+.c', .I!.‘ ,:arioti; FcM bulletins. 
FmHA InstrucfioEs 449.1 and U9.2 :.rr:!’ r.e,,iced 011 Ceptember 20, 
1974, and revised regulations for 7 CFk "m'.' were published in 
the Federal Register (39 Fed. titrg. ;4~-lfD;}) on September 24, 
1974. The information presented brlov rdas obtained from these 
documents and discussic.r,s ::ith TIMA M;icials. 

PREAPPLICATION PROCESSING ----- ..---- -- __- 

An applicant for a guaranteed busines: and industrial loan 
can apply either to an FnHA county or State office or to an 
approved lender. If the applicant applies to FmHA and the 
applicant appears to be qualified for an FmHA loan, FmtlA provides 
the applicant with a list of apprcved lenders in the proposed 
project area. Since January 7, 1974, applir,jnts, except public 
bodies and cooperatives, requesting a guaranteed loan of $350,000 
or less have been encouraged to apply for assistance through the 
Small Business Administration. 

The applicant, with ti?? assistJt*:? of the !erlder, prepares 
and c,tibmits a preapplication letter '.o the F+i, State or county 
office. This letter includes the names of the d:r!)licant and 
prspDsed lender; the loan amount requested; a brief description 
01 thr: proposed project, including an estimate of the type and 
nulnVber of emplo!~mcnt opportunities tu w qcnerated; and the amount 
of the applicant's equity. Alon:, with th? :.reapplication, the 
applicant may send FnHA copies of availa;:'; +casibi!;t) jludies, 
financial statements, or other pertinent int:-SrISation.' 

Since July 5,-1974, 7 mtiA has required feasihility studies for 
only those projects involving a loan retqr.:c,t of 51 million or more. 
However, FnHA may require a feasibility study for a loan request 
for less than $1 million if it determines that the proposed pro- 
ject has a weak r:,drket OI is of questionable feasibility. In 
accordance with the revised regulatir,ns and instructions, fcasi- 
hility studies may not be required for those loan requests of 
$1 million or more if credit factors indicate that a feasibility 
study is not necessary. 

. . 
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FmHA then makes a preliminary review of tCle proapplication. 
Some of the matters reviewed are eligibility of applicant and 
loan purpose, approval of the lender ?or program participation, 
and rural location of the proposed project. 

The preapplication and the data accompanying it are then 
referred to the FmHA State Director who determines whether 
further processing is warranted. If it is, the preapplicatian 
is assigned to a Business and Industrial Loan Specialist who 
assists the lender and applicant in assembling and processing 
the application. The FmHA county of'ire generally is the 
point of communication between FmHA and the applicant and lender. 

APPLICATION PROCESSING 

After the preapplication is approved, the applicant is 
requested to prepare, for submission to the State office, a 
Certificate of Non-Relocation and a Market and Capacity Informa- 
tion Report (Forms FmHA 449-22 and 449-23) which are to be accom- 
panied by supplementary information as to the loan amount and 
the number of persons expected to be employed, by occupation 
and wage rate, as a result OF the loan. This data is sent to 
the FmHA national office which forwards it to Labor along with 
FmHA's request for certification. The FmH4 national office will - 
advise the State office of the results of Labor's certification. 
Also at this time, the applicant prepares i Statement of Personal 
History (Form FmHA 449-4) which is submitted to the national office 
through the State office for review by the Department of Agriculture's 
Office of Investigation. 

An application conference is then held, and the Business and 
Industrial Loan Specialist, lender, applicant, county supervisor*, 
and other appropriate parties attend. If eligible with respect 
to area location, credit, type of project, loan purpose, loan 
amount, and project priority, the applicant must prepare and sub- 
mit to the lender an Application for Loan and Guarantee (Form 
FmHA 449-l); Statement of Collateral (Form FmHA 449-2); and if 
construction is to cost more than SlO,OOO, an Equal Opportunity 
Agreement (Form FmHA 400-l). After these forms are reviewed and 
completed by the lender, they are submitted to the FmHA State office 
for further processing along with the Applicant's Environmental 
Impact Evaluation (Form FmHA 449-l(?); feasibility study, if not 
previously submitted with the preapplication; and other pertinent 
infotmaticn. 

16 --_ 
,. I 



. . . - -- - 
; . . . . -_ 2. 

< :’ 
. 

, .- 
-.c 

: 

The Business and Industrial Loan Specialist at the State 
office evaluates the application and accompanying information 
and forwards it LO the national officticn-revi?%. trier to 

~- 

July 5, 1974, only the preapplication, project profile, and 
_____-- 

feasibility study were submitted to the national office for 
review. 

If the loan request is in excess of SlCO,OCO or of significant 
impact, it is submitted for review and priority recomnendations to 
State and sub-State clearinghause agencies designated under Office 
of Management and Budget Circular A-95. According to the revised 
regulations, small loans with no significant economic or environ- 
mental impact outside the community are exempt from the A-95 re- 
view process but the A-95 agency is to be advised of the proposed 
project. 

. 

. . . . . 
In addition, each application is reviewed by an FmHA review 

koard consisting of the State Director; the Business and Industrial 
Loan Specialist; and either the Community Programs Chief, Rural 
Housing Chief, or Farmer Programs Chief, as appropriate, to 
determine project feasibility and compliance with FmHA regulations 
dnd procedures. The board may call on experts for additional 
infonation if necessary. 

_> - 
1 

FmHA also determines whether an environmental impact state- 
ment is needed. This determination is made in accordance with 
7 CFR i824 and FmHA Instruction 442.10. 

iSSUANCE OF CONTRACT OF GUARANT'EE *- 

If the project is acceptable, the State Director submits a 
Record of Actions (Form FmHA 440-3) to the FmHA finance office 
requesting an obligation of loan guarantee authority for the 

_a. .I . . project. After obligation, the State office issues a Conditional 
;3 -. - i . ,.. Commitment for Guarantee (Form FmHA 449-14) to the lender. This 

fonn advises the lender-that the proposed loan will be guaranteed 
. . and an FmHA Contract of Guarantee (Form FmHA 449-17) issued, if 

the conditions and requirements contained in the conditional 
B : rnmmitment and in FmHA's regulations are met. .'. 

. . , _* _. _'.. . :; _. ,-* 
uPon receipt of the Conditional Commitmelrk for Guarantee, the 

lender and the applicant review the conditions and requirements 
lherein to determine their acceptability. If any of the terms are 
not acceptable, the lender or applicant can convey reconmended 
revisions and the reasons for the revisions to FmHA for further 
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consideration. The applicant, lender, and FmHA discuss and 
agree on any changes in the conditions and requirements. 

FmHA issues a Contract of Guarantee when all reqy)irements 
in the conditional commitment and in FmHA's regulatjons are met. 

If at any time during the processing of an application 
Labor formally denies certification, the FmHA State office 
advises the lender that the loan cannot be guaranteed because of 
the reasons cited by Labor. The revised instructions do not 
state that the FmHA State office must advise the lender of the 
reasons cited by Labor for denial but, according to an FmHA 
official, FmHA will continue to advise the lender of the reasons 
cited by Labor for certification denials. FmHA generally does 
not get copies of comments made by AFL-CIO, EDA, or State employ- 
ment security commissions but such comments are summarized in 
Labor's transmittal letter to FmHA if they are the basis for 
denial. I 

If FmHA determines that it cannot execute a Contract of 
Guarantee, it informs the lender in writing of the reasons. Both 
FmHA and Labor will reconsider adverse decisions if warranted by 
new or additional information. 



SUMMARY OF LfiBOR'S CERTIFICATIGN PROCEDURES ?ELATIMG 
TO RURAL DEVELOPMENT BUSINESS AND INDUSTRIAL 

\ LOANS 4ND GRANTS 

Labor has been processing certification requests under interim 
procedures. Except for instructions issued to its regional offices 
(see pp. 22 and 24), Labor's interim procedures were not documented 
in any regulations, memorandums, or other formal written form. On 
October 23, 1974, Labor published its proposed new certification 
procedures in the Federal Register (39 fed. Reg. 37650(DI)) for 
public review and'comment. Labor Flans to finalize these procedures 
in November 1974. The information presented below on Labor‘s 
interim certification procedures was primarily obtained from Labor 
officials. 

INITIAL PROCESSING 

FmHA's national office initiates the certification process by 
sending Labor a letter of request, along with the applicant's Certi- 
ficate of Non-Relocation {Form FmHA 449-22) and Market and Capacity 
Information Report (Form FmfiA 449-23). Since April 1974, FmHA has 
also forwarded to Labor information on the amount and purpose of 
the loan and on the number of workers, by occupation and wage rate, 
expected to be employed. 

Upon receipt of FmHA's request, a Labor control clerk assigns 
the case a control number and reviews the request and forms to 
insure that all needed information has been provided. 

Since March 19, 1974, all requests have been screened by one 
of Labor's professional staff employees. if the request involves 
a qrant to a public bodv for projects havins no known current or 
future occupant, Labor routinely-provides certi 
further review. 

DETAILED REVIEGi 

Information on those requests not routine 1 
initial processing are submitted for review ari c! 
employment security commissions; AFL-CIO (unti 1 
and, in some cases, EDA. 

All requests are sent to labor's regional 

fication without 

y approved in the 
comment to State 
Pugus t 1974) ; 

office covering the 
area where the project is to be located. The regional office 
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forwards it to the aopropriate State emp?oyment security commission 
for review and conrnent. The States employment-s~r-i-ty-cortnriss&--- ---_ 
is given 3 weeks to review and comment on the request. According ---- _-_ 
to Labor's February 75, 1974, instructions to its regional offices - 
(see p. 22), the State conmissions are to: 

--Confirm the list of competitive enterorises identified 
in the Market and Capacity Informatiori Report and 
determine whether any key competitors have been omitted. 

. --Check with ccmpetitors and unions to assess the impact 
of the proposed loan on the employment of competitors . 
and to determine whether there are any other adverse TV &. r. 2 : ? * ' * ?*;- 7. # '?;,.. competitive or unemployment effects. 

..' _' .::-*,/ .).. 

--Sur;marize its findings for use by Labor's national office. 

Labor revised these instructions on August 6, 1974. (See p. 24.) 

.: -. 

., :. .-. 

Between February and August 1974, Labor routinely sent, 
generally on a weekly basis, a list of businesses and industries 
pending certification to the Research Department of AFL-CIO, 
WashieT+nn. D.C. This list showed the name of the applicant or 
3usir)ess, the proposed location of the project (city and State), 
?nd the products to be involved. Lator gave the AFL-CIO 2 weeks 
in which to comnent. In August 1974, Labor suspended its practice 
of soliciting AFL-CIO comments pending finaIization of its pro- 
posed certification procedures. (See p. 19.) 

i. Labor also sends information on selected requests to EDA for 
a market capacity study, generally when these requests involve a 
large loan or business. An EDA official told us that the studies 
made for Labor are the same as those EDA has made for several I. _ 'LI. *I,_ _'..I P. ,*-:.;t'j f4: 

r**:,.. _ 
conne$.ion with its own programs.. In making the studies, 

. ; I ~f:js*G+;~;~fal Peat& --that EDA: 
i, ..I : . 

--Evaluates the proposed market area. 

7 . ~- r*.;.,i<ci:+s.Yzi.+e quantity or supply of the product or 
; 2 i .i "- _ '1 a~-i:i.,-:le in the market area and the trends 
for that-product or service. Data may also be obtained 
from other Government agencies, trade associations, and 
local chambers of commerce. 

--Analyzes available information and data to determine 
the proposed project's effects on existing competitive 
enterprises. 



- 
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'Since the beginning of fiscal year 1975, Labor has not 
submitted any requests to EDA for review because it lacks funds 
to reimburse EDA. Labor has requested funds for this purpose 
in its supplemental appropriation for fiscal year 1975 which is 
pending approval by the Office of Management and 8udget. 

For requests not referred to EDA', Labor makes its own analysis 
to determine what effect the proposed project will have on existing 
competitive enterprises. Labor does not make as comprehensive 
analyses as EDA, because it lacks the necessary staff and expertise. 
Until its revised procedures go into effect, Labor's analyses are 
being generally limited to a review of the Department of Conmerce's 
publication, "U.S. Industrial Outlook for 1974--Nith Projections 
to 1980." 

tihen the proposed procedures go into effect (see p. 19), Labor 
plans to Publish in the Federal Register a list of applicants, 
businesses, and industries--other than those to be routinely 
approved--pending certification, to obtain comments of-all interested 
parties. This already has been provided for in Labor's revised 
instructions to its regional offices (see p. 24), but Labor has 
not implemented this because it has not yet finalized its procedures. 

If there are no adverse comments, Labor formally approves 
the request for certification and forwards its certification to 
FmHA. 

DISPOSITION OF COMMENTS 

Labor reviews all conments to determine whether they are 
substantive and warrant further review and disposition. If the 
comments are judged to be substantive, FmHA is advised as to the 
nature of comments and requested to have the applicant resolve 
them. If the comments are not satisfactorily resolved, Labor will 
formally deny certification. 

21 



APPENDIX II 

U. S. DEPARTMENT OF LABOR 
MA-USES 
OFFICE OF TECHNICAL SUPPORT X 

4172-1-2-A-410-15444-2330-000 2/75/74 

Harold Kuptzin 376-6630 

ALL,ASSISTANT REGIONAL DIRECTORS FOR MANPOWER 

MA RECENTLY ASSIGNED RESPONSIBILITY OF IMPLEMENTING 

DOL RESPONSIBILITIES UNDER SECTION 118, CONSOLIDATED FARM 

AND RURAL DEVELOPMENT ACT 0F 1972 (P.L. 92-419). (SEE 

SECRETARY'S ORDER NO. 26-73, DATED 12/12/73.) ACT REQUIRES 

DOL TO CERTIFY THAT LOANS MADE BY FARMERS HOME ADMINISTFtTION 

(FHA! OF AGRICULTURE DEPARTMENT FOR NEW PLANTS OR FACILITIES 

IN RURAL AREAS DO NOT RESULT IN PLANT RELOCATIONS, OR ADVERSE 

UNEMPLOYMENT OR COMPETITIVE BUSENESS IMPACT. DRAFT PROCEDURES 

FOR CARRYING OUT MA RESPONSIBILITIES NOW BEING DEVELOPED IN 

FINAL FORM WITH FHA. FM DEFINING ROLE OF REGIONS AND STATE 

AGENCIES TO BE ISSUED BY MID-MARCH. IN INTERIM WE WILL REQUEST 

STATE AGENCY FIELD CHECKS AS REQUIRED ON AN INDIVIDUAL CASE 

BASIS, BY MEMO OR TWX, TO DEVELOP INFORMATION NEEDED BY NATIONAL 

CFFICE AS BASI:. FOR CERTIFICATION AS FOLLOYS: (1) CONFIRM LIST 

OF COMPETITIVE ENTERPRISES SUBMlTTED BY LOAN APPLICANT AND 

DETERMINE WHETHER ANY KEY COMPETITORS OMITTED; (2) CHECK WITH 

AFFECTED FIRMS OR UNIONS AND ASSESS IMPACT OF LOAN ON EMPLOYMENT 

SITUATION OF COMPETITIVE FIRMS OR POSSIBLE OTHER ADVERSE COMPETITIVE 

22 
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DR UNEMPLOYMENT EFFECT; AN0 (3) SUMMARIZE FINDINGS FOR USE BY __- -- -.._ 
------- 

NATIONAL OFFICE. STATES WILL GENERALLY BE REQUESTED TO PROVIDE _ 

INFOPIMATION WITHIN A THREE-WEEK TURGAROUND PERIOD UPON RECEIPT IN _._~~__ .___ 

THE STATE. NATIONAL OFFICE WILL t;IKE CERTIFICATION DETERMINATIONS 

BASED ON SESA REPORT AND OTHER RELEVANT INFORMATION. CERTIFICA- 

TIOI' RESPONSIBILITY WILL GE CENTRALIZED INITIALLY IN NATIONAL. 

OFFICE. WORKLOAD FOR ANY ONE REGION OR STATE EXPECTED TO BE 
j ". : 

.I '.-' LIGHT. NO INDICATION YET WHETHER ADDED BUDGET RESOURCES WILL BE 

AVAILABLE. FIELD MEMO CONFIRMING PRGCEDURES WILL BE ISSUED 

SOON AS POSSIBLE WHEN FINAL AGREEMENT REACHED WITH FHA. IN 

MEANTIME, INTERIM REQUESTS FOP INFORMATION FOR DOL CERTIFICA- 

TIONS ON THIS LETTER MAY REACH YOU BY MAIL, OR IN URGENT CASES, 
._ . r 

. BY TELEPHfit!F l3 YOUR DATA SYSTEMS A!!D REPORTS UNIT. REPORTS, 

IN WRITING, SHOULD FLOW BACK TH?OUGH REGIONAL OFFICE. NATIONAL 

OFFICF RESPONSIBILITY FOR PROGRAM ASSIGNED TO OFFICE OF TECHNI- 
-- 

CAL SUPPORT, U.S. EMPLOYMENT SERVICE. NATIONAL OFFICE CONTACTS 

IN EVENT OF QUESTIONS ARE: HARRY KUPTZIN (202-376-6630) OR 
I.' , 

*. iii%\; DELLON (202-376-6583). 
> I. 

FLOYD E. EDGI,IRD: 
. _ '-: ; ?+-1~~ Associate Manpower MET/HDellon/HKuptzin:co - 

-., . i :, ': . 3 , ., t *-ator for Field 8432 PH, 66630 or 66583 
Direction and Management Retyped:cnla 2/15/74 

cc: Edwards, OFDfJ, Browning, Crown, Kuptzin, Dellon, File 
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U.S. DEPARTMENT OF LABOR 
Manpower Administration 
Washington, D. C. 20213 

\ 
FIELD MEMORANDUM NO. 23&7b 

I .4PPENDIX IT 

In &ply refer 
to I$ETL 

August 6, 1974 

TO : ALL ASSISTANT REGIONAL DIRECTORS 
FOR MANPOWER 

SUBJECT: Certification by the Department of Labor Under Section 
ll8 of the Consolidated Farm and Rural Development Act 

1. Purpose. To provide guidelines to State employment security 
agencies for obtaining information necessary to assist the national 
office in making certifications of loan and grant applications for 
the Farmers Home Administration (FmHAA), U.S. Department of 
Agriculture. 

2. Background. ‘Section 118 of the Consolidated Farm and Hural 
Development Act authorizes the U.S. Department of Agriculture to 
make loans and grants and to guarantee loans for a wide variety of 
rural industrialization projects. As a prior condition for the 
approval of such loans, guarantees, and grants, the Act further 
specifies th3t the Secretary of Labor must certify to the Secretary 
of Agriculture within 60 days after referral. Lhat the loan or grant 
will not result in the transfer from one area to another of any 
employment or business activity provided by operations of the 
applicant and 1s not calculated to or likely to result in an increase 
in the production of goods, materials, or commodities, or the 
availabilitv of services or faciiities, when there is not sufficient 
demand fo> such goods, materials, commodities, services, or 
facilities, to employ the efficient capacity of existing competitive 
commercial or industrial enterprise. Attachment 1 IS a copy of the 
pertinent sectton of the Act. The Act requires that the Secretary 
of Labor make this certification wlthin 60 days after referral by 
L-sm. The legislative history clearly indicates that it is the intent 
.)C thr Congress that LX;L. action on most applications be completed 
xithm 30 (!3ys. 
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APPENDIX Ii 

The national officra has the responsibility for collecting information 
needed for recornmt*nding approbnl or denial of the loan appiicatlons 
submlttcd by the IzmlIA. Two basic sourct’s oi information arc! used: 

a. The State Employment Securltv Acrcncics (SESA). The 
national office relics on the S&~~~~~ssh labor ma;*kci infor- 
mation needed to determine local e.mployment and possible adver.;e 
competitive effect upon workers and industry in the areas involved. 
Based on experience tb date, the FY 1575 workl.oad is expected to 
approximate 900 cases, of which only one-half to two-thirds will be 
forwarded to State agencies for review. The national office ~~11 
screen out certain types of applications, such as grants to public 
authorities with no known tenants; loans involving transfer of 
ownership of an existing business; and loans OC less than $100,000, 
or involving the employment of five or fewer workers, 

b. The Federal Register. The national office wiil arrange for 
the publizn in the l:cderal Register periodically of a list of 
se&ted applications, those remaining after the national offlce has 
screened out certain applications as outlined in 2.a. above. This 
list will give the name, location, and principal product of the 
applicant. Interested parties are afforded a two-week opportunity 

- to comment. Failure to provide comments is presumed to mean 
that there are no objections. 

3. It is the intention of the Manpo-.ver Administration to transfer 
certifications to the ARDM ‘.s as quickly zs guidelines can be developed. 
It is expected that this transfer of rGsp3nsibility will begin m FY 1976. 

4. Action Required 

a. The above infcrmation and the attachments should be 
transmitted to the States in your regions. 

b. Each week a list of applic3tion.s will be s,ent to the ;tarious 
regional offices toZttlicr with copies of relcv3nt ir;lormation from 
the FmHA applkca?ron iorn:s. T11c rcgimal officr.?s c,txk-lrf trans-sit 
the forms to thra nppropri:i(e State ng:cncles with a rcc;u.-*::t &at tk,cy 
obtain Ihe r-c‘qulrcfl 12bor mnrkct :I.‘,‘orn:ntic;l an2 prep: *.e !: 2 
necessary rv;or ts. Cuidzlloc‘a fc: the S’z:e reports are ;>rtivided 
111 Attachn;l*ni 2. 
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C. Reports are due in the national-offi-.+- -- 
I-mIlA forms are rccc~red in the regional Office. In orrkr ta --_- 
espcdlte the flow of information, the regional Office may elect tc, 
authorize the State agency to write. directly to the national Office 
(Attn: MET) with topics to the regional Office. 

5 . Inquiries. For additional information call Howard Dellon 
(202-376-6583). 

6. Expiration Date. , June 30, 1975. -. 

FLOYD E. EDWARDS. 
Associate Manpower Administrator 
for Field Direction and Management 

Attachments 
. 5  -. 

. . _  1. Section 118 of the Consolidated Farm and Rural Development Act 
(P. L. 92-419). 

2, Guidelines for Preparing Information Needed for Certification 
Of I’mHA Loans. 
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Attachment I to FMj238-74 

Pub. Law 92-419 -6- August 30, 1972 
86 STAT. 663 I 

75 rtet. 315. 
7 1’d: 1385. 

6ffl stat. 5. 
*6 vsc 1. 

7’ Std. 3c7. 
7 USC 1922. 

16 L-52 1001 
note. 
7 [P-C 1010. 
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Augmt 30, 1972 ‘/ - 7 - Pub. Law 92-419 ri, STAT, ,w 
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c. 
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r 
Guidellfws for Prttparmg lnf~fKatx3n 

Needtbd f1.r C:crtlfic,,tton 11:’ i’:?tIiA LO.CC~ 

__- 
- -l---- 

L For each application to be appr~~td for. rl.ral development ,lssistance 
(under Section 118 rtf PL 92-4!93 tl;e I)t~‘ar!ment of I,Ltbc I* IS required 
to certify that tht’ requt,sted as~~stanr‘c* wli! rot r*tbsult III !he :i*ansfer 
of employment or buslr:css acti: tty !,f :he ilpplicant trcjr:. art:’ sre;: to 
another or have an advr>rse efit,-t I:ci:ln exljtmg co:\lptztl:lbt t'ntt*r- 

prises IQ ihe area. To OSSLS: tn th t.s eli0i.t .Ltate cr*:l~i:~\ IT:! II: .iecurlty 
agencies are re?uestedl to dtavelop 1:dbor m;trket mfrbr m;ltlon rieeded by 
the national offlee as a basis for SUCD certlftcatluns. 

Reports should consist of one or trvo pages, and be based prlmarlly 
upon data available In local or State agency offices. Such data ma> 
be supplemented by contacts with outscdc , informed groups, when 
necessary at State’s optlon. When such contacts 6re made, infor- 
mation about the ap;?llcant shall be limIted to the name location (city 
and State), and print ipal business acttvlty. An outlme of report 
content is provided b ~1~;. 

Reports will not be required on a number of loans, Including smaller 
establishments whe8.e loan amount is less than $100,000 or which are 
expected to employ rive or fewer workers. 

I. Cverali Labor Market Situation in Area 

Summarize overall employment and unemployment situation in 
the area where loan or grant is to be made. Provide an estimate af 
unemployment rate for latest calentiar year; and latest month com- 
pared with a year earlier. indicate to what extent unemployment data 
for latest month is influenced by seasonal or temporary factors. 
Summarize, in one or two sentences, general employment outlook 
for the area over the next year. 

II. Area Trends in Ihe Industry 

Summarize briefly recent employment trends in the induatry 
which includes the type of facility for which the FmIIA loan is being 
considered. Provide any separate da!a available for that sector of 
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the industry covered by loan or grant application, and indicate whether 
product or service involved is usually provided by existing facilities on 

I a local basis or for a wider market. Briefly summarize best judgment 
about local cutlook for this industry over the next year. 

III. Probable Local Competitive impact 

Assess on basis of known ir,formstion on local labor market 
situatioii: 

A. Whether proposed new facility is likely to cause layoffs by 
competitive enterprises in the area and, if possible, whether such 
layoffs will be (1) small, (2) moderate, or (3) sizable. 

B. Ability of proposed new plant or faci!ity to attract needed 
workers at generally prevailing wages without impairing capability 
of c.ompetitive firms to operate at usual levels. 

C. Whether wages and working conditions are or are likely to be 
generally comparable to those at other establishments in the same 
industry in the area. 

IV. Competitive Impact on Other Areas or States 

If material transmitted from national office (via regionai offices) 
to State agency regarding a specific loan application lists competitive 

l 

enterprises in other areas of the State, or State agency knows of the 
existence of such competitive enterprises, then the State agency 
should include a separate narrative as section IV as part of this 
report. This sectlon should include, for other areas Involved, 
materials ar.alogous to sections III A-C regarding competitive 
inpact. If no establishments in other areas will be affected 

> competitively by the proposed loan, section TV of report should ke 
marked “Not Applicable. ” 

Competitors may be located in States other than the one in which Lhe 
facility is or will be located. Where the applicsnt provides such in- 
formation, the errployment security agency in the State in which the 
competitor 1s lorztcd will be requested to provide material analogous 
to that requested under 111 A-C. The agency will not be requested to 
provide any additional InformatIon m such instances. 



: -.- --r-- 
. . -_ 

APPENDIX II 
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In some instances, the applicant presently operates similar facilities 
in locations other than the one in which-the-proposed facility 1s or wiil 
be located. In such cases, State agencies in the other States will be . 
sent copies of the application relating to the proposed new branch 
plant by the appropriate regional office. It will be the responsibtiity -~ .- -- - --- - ---- -- 
of the State agencies receiving such requests to ascertain and report 
whether there is any information to indicate that there will be a 
reduction or shutdown of operations in the branch facility located in 
their State in tbe near future. 

V. State Employment Security Agency Recommendation. This should 
include the State agency’s recommendation as to whether or not the loan 
application should be approved or denied, based on the expected empioy- 
ment-unemployment or competitive, impact of the proposed loan or 
grant. If the State prefers, such a recommendation may be included ~- 
in the letter transmitting this report to the national office, and omitted 
from the body of the report. 

. 
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CERTIFICATION REQUESTS COMENTED ON BY AFL-CIO 

Name of requestor 

Labor action 
as of 

7-31-74 

Denied 
Approved 
Approved 
Approved 
Approved 
Approved 
Approved 
Approved 
Approved 
Approved 
Approved 
Pending 
Approved ' 
Pending 
Pending 
Approved 
Approved 
Approved 
Pending 

Salley Manufacturing Co., Inc. Approved 
Gllene Manufacturing Co. Approved 
Industrial Components, Inc. Approved 

a 

Lady Wangler 
Wm. T. & Joan C. Riddle 
Holly Manufacturing Co. 
Granet Glove Corp. 
J. P. Stevens Co. 
Shadowline, Inc. 

. 

Flour Bag Fashions 
Kern Manufacturing Co., Inc. 
Carve11 Hall 
Oneita Knitting Mills 
Astrocom Company 
LeRoy Products 
Jcckey International 
M-Tron 
Town and Country 
Tri-City Cabinets 
Cheyenne Sioux Corp. 
Tricni t Industries, Inc. 
Floyd Elwyn Woods 

Time elapsed from date request for certification received by Labor to 
date action was taken--date approved or denied. For cases pending, 
time elapsed from date received to July 31, 1974. 

Date 
Request Action 
received 
by labor 

2-27-74 
3- !-74 
3-14-74 
3-18-74 
3-18-74 
3-21-74 
3-28-74 
3-28-74 
3-29-74 
4- 4-74 
4-15-74 
4-15-74 
4-17-74 
4-17-74 
4-17-74 
4-18-74 
4-22-74 
4-22-74 
4-29-74 
4-29-74 
5-13-74 
5-13-74 

-- 
6-24-74 
6- 3-74 
7- 2-74 

we 
2-74 
2-74 

7- 
7- 

.7- 19-74 

ta'en 
7 by labor 

5-28-74 
5-10-74 
6- 5-74 
5-31-74 
5-31-74 
6-25-74 
6-25-74 
7-17-74 
7-30-74 
6-13-74 
6-19-74' 

we 
6- 5:74 

-- 

Days required 
for processing 

(note a) - 

90 
70 
83 

:: 
!)6 

1:; 
123 

70 

1:: 
49 

105 
105 

67 
42. 
71 
93 
64 
50 
67 
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