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COMPTROLLER GENERAL OF THE URITED STATES
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- B-112873

- 4,F’The Honorable Clifford P. Hansen | » )
~ 0% nited States Senate

Dear Senator Hansen:

Pursuant to your request of 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
Developmenic Act. Under that act, the Department of Labor certifies
@il wEsdsiei - W - ~the Department of Agriculture's business and

- ~rgustrial Joan wnd grant programs will not result in

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

--the overproduction of goods, materials, or commodities

or the overavailability of services or facilities in
an area.

This-report contains essentially the same information as the
“briefing 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 comments from them.

CBe sreaeg

ith your ‘office, we are sending copies of this report i
6140%u Senawor Russell Long and Congroessman Bill Alexander, the Secretaries

. oF Az=jculture and Lab-~. and the House and Senate Committees on L J5e.?
ch+ 5’chernment Operations and on Appropriations. 307
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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
Reorganwzatvon Act of 1970 will b set in motion. Section 236
requires the head of a Federal agency to submit a wr1tten4 statement
on actions taken on our recommendations to the House and Senate
Committees on Government Operations not Tater than 60 days after
the date of the report and to the Hov<e and Senate Zommittees on
Appropriations with the agency s first request for appropriations
made more than 60 days after the date of the report.

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

Sincerely yours,

Tou (2, st

Comptroller General
of the United States
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COMPTROLLER GENERAL'S REPQORT TO
THE HONORABLE CLIFFORD P HANSEN
UNTTED STATES SENATE

Y

DIGEST

— o m— —

WHY THE REVIEW WAS MADE

GAC was asked to review the _
Department of Labor’s practice
of obtaining labor union com-
ments in making certifications
required by the Consolidated

" Farm and Rural Development Act.

Under the act, tabor is required
to certify that assistance under
the Department of Agriculture's
Farmers Home Administration
(FmHA} business and industrial

loan and grant programs will
not likely result in

--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 Develop-
ment Act by the Rural Development
Act of 1972.

Major matters GAQ reviewed were:

Tea: Sheel. Upon removal, the repor! i
cover date should be aoted hereon

i
|

9_ Departments of Agriculture end Labor
_-B-114873
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DEPARTMENT OF LABOR'S PRACTICE

OF GBTAINIMG LABOR UNION COMMENTS
IN MAKING CERTIFICATIONS REQUIRED
BY THE CONSOLIDATED FARM AND
RURAL DEVELOPMENT ACT

--Labor's use of the American
Federation of Labor and Con-
gress of Industrial Organiza-
tions' (AFL-CI0) comments in
making certifications.

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

]

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

--Labor's use of unions, other
than AFL-CI0 or its affiliates,
and other non-Government sources.

--AFL-CIG criteria for commenting
on businesses and industries
pending certification.

--Possible violations of 18 U.S.C.-
1905, relating to the disclo-
sure of confidential proprietary
information. T

--Public review of Labor's certi-
fication nrocedures. -

FINDINGS AND CONCLUSIONS

Labor began processing certifica-
tions in October 1973. Through

BEST DOCUMENT AVAILABLE
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August 31, 1974, Labor had re-
cetved certification requests
involving 919 applicants,
businesses, and industries.

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

The Rural Development Act's
tegislative history is silent

on whether the Congress intended
Labor to solicit labor union com-
ments when making certifications.
At AFL-CI0's request, Labor be-
gan to solicit AFL-CIO comments
in February 1874. 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 rescuested 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, 1974,
AFL-CIO affiliated unions had
commented negatively ir, 22 of
the 679 cases.

Conments gene,ally related to

increasing capacities in al-
ready-depressed industries,

Jear Sheet

transferring employment from

one area to arither, and giving -
businesses to be assisted the

unfair competitive acvantage of
Federal financing. (See p. 4.)

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

GAD con.'»ded that AFL-CIO
approval was not a prereguisite
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 to any labor union
to try to obtain union
approval of Labor certifica--
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 Recister
a list of applicants, businesses,
and industries--other than those
to be routinely approved--pending
certificaticn, asking for comments
from all interested parties with-
in 2 weekss,

Labor's plan was included in its
proposed new ce, tification

BEST DOCUMENT AVAILARLE



procedures pubiished in the
Federal Register on Ccteber 22,
1974. (See p. 5.)

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

Although lLabor asked FriHA to
reso.ve the union's allegations,
Labor did not consider the
response .adequate and denied

the business certification.

After GAQ inquired into this
matter, Labor obtained further
information showing the union's
allegations misleading.. A
Latur 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 provided certification
despite union comments, it had
originally denied certification
without thoroughly investigating
the union's comments.

After FmHA told the business it
had been denied certification,
the business sent Labor a letter
Justifying its position and
negating the union's a'legations.
lLabor then revoked its denial

anc approved a certification

for this business. (See p. £.)

In irvestigating the union

correrts irn these twO Cases,
Lebor cave the businesses ar

Tear Sheet iti

cpportunity to respond to union
comments thrcugh FmHA.  However,
these attempts were unsuccessful

btecause of g Cormurications
breakdown hetweern Labtor and FrHA,

Although Labor considereq in-
<luding direct communication
with applicants and businesses
in its croposed certification
procedures, Lator reiected this
approach because FwHA already
had establisted communicaticns
with them. (See pp. 6 to 8.)

Labor's proposed procedures
would require Labc“~ to advise
FmHA in writing of any comments
which could lead to Labor's
denying a certification, so
that FmHA could give applicants
and businesses an opportunity
to respond.

Aithough TmHA had been advised
in writing of negative union
corments in the case in which
Labor had deniea certification,
a Labor offirial said that he
did nct believe that the
misunderstanding experienced on
that case would occur again.
(See p. 8.)

GAQ believes that it is Labor's
responsibility, in making cer-
tifications pursuant to tre
Consolidated Farm and Rural
Development Act, tc thoroughly
investigate the accuracy of the
informatior it uses to deny or
approve certifications.

As part of that ‘nvestigatior,
Labor should commuricate a1l
reqative ccnments directly tc

BEST DOCUNENT AVAILABLE




the affected applicants or
businesses for their response.

Direct communication with
applicants and businesses
could

--minimize misunderstandings and

--exped1te the cert1f1cat1

on
hy avunadd nRRAAAC o
process by avoiding uuucsca

sary delays. (See p. 8

Labor has not been able to
prozess all certification
requests within the 60-day
statutory 1imit. Requests
requiring over 60 days to pro-
cess have included ones with
and without union comments.

To expedite processing, Labor
has

--proposed new certification
procedures providing for its
routinely certifying loans
and grants {or certain kinds
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 l.aplemented, should
help expedite the certification

Tear Sheet iv

process. As noted above,
direct communicaticns with
applicants and bus1nesses
could also help. (See p. 8.)

AFL-CI0 was the onlJ Tabor
union from which Lahor directly
solicited comments but, pur-
suant to Labor's instructions,
State nmployment secur1ty

+n alistt
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-
tions and local chambers of
commerce. (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 an 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
1ist showing the name of the

JEST DOCUMENT AvamARBIE -
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applicant or business pending
certificaticn, ihe proposed
location of the plant, and the
products to be involved.

Labor officials did not belicve
this practice violated the pro-
visions of i3 U.S.C. 1905 rela-
tirg to the disclosure of
confidential proprietary in-
formation.

Although Labor suspended its
practice of directly soliciting
AFL-CI10 comments in August 1974,
Labor plans to publish infor-
mation similar to that formerly
provided to AFL-CIO in the
Federal Register 2ctina for
conments from all interested
parties.

Questions or allegations about
violations of 18 U.S5.C. 1905,
a criminal statute, are for
resolution by the Department

"~ of Justice; GAC has no juris-
diction in such matters.

(See p. 12.)

Labor officials told GAQ that
the certification procedures
Labor was using were interim
procedures and that final pro-
cedures were being developed
in cooperation with FmHA,

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

Tear Sheet

RECCMMENDAT JONS -

GAQ is recommending to the
Secretary of Labor that Labor
conmunicate all negative
comments 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

As requested by Senator Hansen,
GAQ did not obtain written com~
ments from Labor or the Depart-
ment of Agriculture on this
report. GAQ did, however, dis-
cuss the matters in the report
with officials of both Depart-
ments and considered their views
in preparing the report.
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CHAPTER 1

TNTRODUCTION

We 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 (FrHA's) .
business and industrial loan and grant programs will not likely } -
result in

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

--the overproduciicn of goods, materials, or commodities

i or the overavailability of services or facilities in

s 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)
comments in making certific~lions.

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

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

--Labor's use of unions, other than AFL-CIO or its
arffiliates, and other non-Government seo-rces.

ey

~==AFL-CIO. criteria for comrenting on businesses and
industries pending certi ‘icaiiuii.

“rssible violations of 18 U.S.C. 1905, relating to
i+~ dis _losure of confidential proprietary information.

~-Public review of Labor's certification procedures.

1
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‘ 1
PROGRAM AUTHORIZATION AND ADMINISTRATION

Section 118 of the Rural Development Act of 1972 amended the
Consolicated Farm and Rural Development Act by add-ng section
3108 (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
emnloyment and for improving the economic and environmental
climate in rural communities, 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.

According to section 310B, this 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 ¢r 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
Report! on the act stated that, except in unusual circumstances,
the Secretary of Labor should act within 30 days.

The Secretary of Agriculture delegated his authority for
making business and industrial loans and grants to FmHA. OCuring
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 Hanser's
interest in FmHA's procedures for processing business and industrial
loans, a summary of these procedures are included in appendix I.

Labor has been following interim procedures in making certi-
fications. It has not described trese 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 summarized in appendix I1I.
Gn October 22, 1474, Labor published its crepesed certification
procedures in the Federal Pegister (29 Fed. Reqg. 37€50(CI)) arg
invited public review and comments *hereon.

e

]House Report No. 92-1129, June 14, 197Z.

2
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Labor began making certifications in October 1972. Thraugh
August 31, 1974, its records showed that it had received cerifi-
cation requests involving 919 applicants, businesses, and industries.
Labor's records showed that, as of August 31, 1974, it had approved

certifications for 791 of these, denied certifications for £, and
was still processing certifications for 104. Certificaticn re-
quests for the remaining 16 applicants or businesses had been
withdrawn.

8EST DOCUMENT AVAILABLE
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CHAPTER 2

LABOR'S PRACTICE OF OBTAINING LABOR UNION COMMENTS
IN MAKING CERTIFICATIONS

Between February and August 1974, Labor, generally on a
weekly basis, sent a list of businiesses and industries pending
certification to the AFL-CID's Research Department in Washington
for comment. The name of the business or industry, the proposed
location of the 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 comments 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 unior comments when making certifications. Labor officials
said that Labor's practice of soliciting AFL-CIO comments 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-CI0 was led to believe that anm
opportunity to make inputs into the decisionmaking process
would be provided.

LABOR'S USE OF LABOR UNION COMMENTS

In a May 16, 1974, letter Labor told Senator Hansen that
AFL-CI0 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. OQur analysis of
Labor's records and acticns confirmed these statements.

The reccrds showed that, through July 1C, 1874, lLabor had
sent AFL-CI0 information on 679 businesses and industries on which
FmHA had requested certification. The records also showed that,
as of July 31, 1974, AFL-CIO affiliated unions had commented rega-
tively on 22 of these businesses (see app. iII), or about 3 per-
cent, and had no comments on the remaininc €57 businesses or
industries.

BEST DOCUMENT AVAILABLF



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

--The inefficient use of existing capacity in
certain industries already depressed because of
imports, declines in Department of Defense purchases, -
gasoline shortages, declines in home building, or
insufficient 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 adventages 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 1 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 comments were received, we concluded
that AFL-CIO approval was not a prerequisite to certification.

Labor officials said Labor suspended its practice of
soliciting AFL-CIO comments in Aucust 1974 pending implementation
¢f its proposed new certification procedures. {See p. 2.) Labor
will, under its proposed procedures, publish weekly in tte Federal
Register a list of applicants, businesses, and industries--other

JEST DOCUMENT n(ALABLE
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than those to be routinely approved (see p. 10 )--pending
certification, asking for comments from all interested parties
within 2 weeks. Although this procedure was described in Labor's

August 6, 1974, instructions to its regiomai—offices {seeapp. 11}

an official said that this would not be implemented until pro-
cedures were finalized.

CERTIFICATIONS DENIED BY LABOR
ENTS

As of July 31, 1974, Labor had formally denied certifications
to two businesses because of union comments. One business, the
vady 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 QOakdale, 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 simultaneocusly 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 Krangler 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.

oesT DOCUMENT AVAILABLE



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 commission 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. Had these revised
instructions been in effect when Labor processed the Lady Wrangler
certification, a report from the Mississippi State Employment
Security Commission might have helped resolve the union's allega-
tion before Lady Wrangler was denied certification.

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

Labor also formally denied certification because of negative
union comments to Kern Manufacturing, Inc. 1in this case, Labor
later revoked its denial. The International Ladies Garment
Horkers' Union had alleged ihat Kern was a subcontractor for
Maidenform, Inc., and that this relationship nad resulted in
layoffs at Maidenform plants in Perth Amboy and Bayonne, New
Jersey. .

4 Labor official said that he attempted to resolve this
prcblem 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 tcld 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 cases with Labar
officials, we proposed that, to avoid similar future problems,
Labor should communicate such informatior 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
cormunications with those businesses affected by necative comments

BEST DOCUMENT AVAILABLE



but rejected this because FmHA already had established communications
with applicants and businesses through {5 State and county offices.
He said that, under Labor's proposed procedures, FrHA would be ad-
vised in writing of any negative comments which could leac to

Labor's denying a certification, so that FmHA could give applicants
and businesses an opportunity to 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

1t is Labor's responsibility, in making certifications pur-
syég- t to the Consolidated Farm and Rural Development Act, to
thorowghly investigate the accuracy of the information it uses to
deny or approve certifications. As part of its iqvestigation,
Labor should commun.cate all negative comments, wiich could lead -
te 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.

Recommencation to the Secretary of Labor

We recommend that Labor communicate all regative 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 €0-day statutory limit. Some of the requests which required

o

. - -
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more than 60 days to process had been commented on by labor -
unions; others had rot.

Of the 22 businesses on which Labor-had-receivedmegative ———————————————————— —

union comments, certification requests on the 18 approved or
denied certification by Labor as of July 31, 1974, had reguired
an average of 75 days for processing. Of these, 15 took longer
than 60 days to process. The four certification requests which -~ ST T
were still being processed on July 31, i¢74, 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 Lator in March 1974 and which the union had not commented on,
showed that it took an average of 60 dzys to approve or deny -
certification--21 required more than 60 days, ranging from 62 to
92 days, and 13 required less than 60 days, ranging from 30 to
58 aays.

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-CI0. Those requests on which negative comments were
received generally took longer to process, particulariy when such
comments resulted in Labor's denying certification. In addition
to those requests denied certification because of union comments,
- 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
issues surfaced which reeded to be resolved.

--There were, on occasion, problems in getting

additional information from FmHA needed to
certify requests.
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Labor officials said that a very large number of requests
were received during Apr:! and May and that most of the cases
in which requests were not processed within €0 days were
during this period. They said nearly all of that backlog had
been worked off during July and August using overtime arsistance.

Labor records showed that, of the 104 certification requests
still being processed as of August 31, 1974, only 12 had been on
hand for more than 60 days.

To expedite processing, thz proposed certification procedures
(see p. 2) provide for Labor to rout1ne1y certify:

~-~Loans for projects which invo]ve a change of ownership
from one person or group to another or the refinancing
of an existing loan.

--Loans of less than 3$100,000 for projects which are
expected to result in the enplqyment of not more than
five workers.

-~Grants to public bodies for projects having no known
current or future occupants. (Since March 19, 1974,
DOL has been routinely certifying this type of grant
(see app. I1).) i

-~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, pending in the Office of Management
and Budgdet, would provide five additional personnel. This aofficial
said also that Labor will continue to monitor its certification
process to identify additional actions vhich could further expedite
the certification process.

Conclusions

These proposed acticns, if properly implemented, should help
expedite the certification process. Also direct comrunications
with applicants or businesses, as recommended on page £, would
help expedite the certification process.

1C
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LABOR'S USE OF UNIONS, OTHER THAN THE AFL-CIO OR

ITS AFFILIATES, AND OTHER NON-GOVERNMENT SOURCES.

A Labor official:said that Labor did not solicit com.ents
from any union other than AFL-CI0 or from non-Government organi-
zations or groups. \

Under Labor's February 15, 1974, instructions to its regional
offices (see app. II), State employment security commissions were
to solicit comments 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 secirity 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 infcirmed groups. The revised instructions limit the
information that can be given out by State commissions 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 commerce in making
market capacity studies for Labor.

AFL-CIO CRITERIA FOR COMMENTING ON BUSINESSES
AND INDUSTRIES PENDING CERTIFICATION

An AFL-CIQ official said that AFL-CIQ did not have any written
criteria for commenting 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 would not be increased in aa industry
having excess capacity and significant unemployment.

]
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QUESTIONS CONCERNING DISCLOSURE OF _
CONFIDENTIAL PROPRIETARY INFORMATION

Federal law (12 U,S5.C. 1905} generally—provides—for—the

confidentiality of proprietary information which 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 secvets, .. . _ __

processes, operations, identity, confisential statistical data, or
pertinent financial data--in any manner or to any extent not author-
jzed by law.

In soliciting AFL-CI0 comments between February and August
1974, Labor routinely sent AFL-CI0 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.

Although Labor suspended its practice of directly soliciting
AFL-CI0 comments in August 1974, it plans to publish in the Federal
?egister information similar to that formerly provided to AFL-CIO.

See p. 5.)

Because 18 U.S5.C. 1905 is a criminal statute, we have no
Jurisdiction. Questions or allegations concerning the violation
of this statute are for resolution by the Department of Justice.

PUBLIC REVIEW OF LABOR'S CERTIFICATION PROCEDURES

On Jung 22, 1973, FmHA's proposed regulations for the business
and‘industrlal loan and grant programs were published in the Federal
Register (38 Fed. Reg. 16375 (DI)) to give the public an opportunity
to comment on the proposed regulations. Final regulations for these
pro?rams were nublished in the Federal Register (38 Fed. Req. 29036
‘,QSI ) on October 18, 1973. Both the proposed and final regulations
wfuvidgd for the submission of loan applications to Labor for
certification in accordance with the Consnlidated Farm and Rural
Jevelopment Act, as amended, but they did not idencify the proce- )
dures Labor was to follow.

© Lot v ol lials said that the certification procedures the
Dgpartment was using were interim procedures {see app. IT1) and that
final procedures were being developed in cooperation with FmHA. Labor
published its proposed certification procedures in the Federal Register

on October 23, 1974 (see p. 2), and invited public review and comments
thereon. -

12
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CHAPTER 3

SCOPE OF REVIEW

We made our review at the rational offices of FmHA, Labor,
and EDA. We reviewed

--the Rural Development Act of 1972 and its
Tegislative history; ‘\
--FmHA*s regqulations 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 certification requests
on which Labor had received union comments,

We 1interviewed 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 appl1cants, State agencies, AFL-CIO and une of its

affiliated unions, and private organizations concern1ng matters
discussed in this report.
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SUMMARY F FpibA' S PROCEDURES FORL “[.\('r‘&' A PSS
FOR RUKAL DEVELIPMET T LUSTNFSS AND 'HUU\’DTAL LOANS

Guaranteed osusiness and indiutrial loans are processed in
accordance with FmMA regulaticrs {7 C72 Parts 1841-and 1847),
FmHA Instructions 449.7 and 423%. 2, .o warious FrtlAd bulletins.
FmHA Instructions 442 1 and 449,/ wer +..yiced on September 20,
1974, and revised requlations for 7 CFk ' were published in
the Federal Register {39 Fed. reg. 34c73{Dl)) on September 24,
1974, The information presented below was obtained from these
documents and discussicas with fmHA of<icials.

PREAPPL ICATION PROCESSING
An applicant for a quaranteed businesc and industrial loan

can apply either to an FmHA county or State office or to an
approved lender. If the applicant applies to FmHA and the

applicant appears to te qualified for an FmHA loan, FmHA provides

the applicant with a list of apprcved lenders in the proposed
project area. Since January 7, 1974, applirants, 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 tie assisterre of the lender, prepares
and <ubmits a preapplication letter -0 the FuH, State or county
office. This letter includes the names of the acrplicant and
propased lender; the loan amount requested; a brief description
ol the proposed project, including an estimate of the type and

nuiber of emplovment opportunities to oo generated; and the amount

of the applicant's equity. Alony with th~ .reapplication, the

applicant may send FmHA copies of availao '~ feasibi!ity swudies,

financial statements, or other pertinent inv~rration.’

Since July 5,-1974, mHA has required feasibility studies for
only those projects involving a loan regr:st of $1 million or more.
However, FrBA may require a feasibility study for a loan request
for less then $1 million if it cetermines that the proposed pro-

Ject has a weak rarket or is of questinnable feasibility. In

accordance with the revised requlatiuns and instructions, feasi-

hility studies may not be required for those locan requests of

$1 million or more if credit factors indicate that a feasibility

study is not necessary.
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a. APPENDIX I

\

FmHA then makes a preliminary review of the preapplication.
Some of the matters reviewed are eligibility of applicant and
loan purpose, approval of the lender for program participation,
and rural location of the proposed project.
i

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 preapplicaticn
is assigned to a Business and Industrial Loan Specialist who
assists the lender and applicant in ~ssembling and processing
the application. The FmHA county of “ice generally is the
point of communication between FmHA and the appiicant and lender.

APPLICATION PROCESSING

After the preapplication is approved, the applicant is
requested to Lrepare, 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 FmHA national office will -
advise the State office of the results of Labor's certification.
Also at this time, the applicant prepares a Statement of Perscnal
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 applicaticn conférence 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 449-1); Statement of Collateral (Form FmHA 449-2); and if
construction is to cost more than $10,000, an Equal Opportunity
Agreement (Form FmHA 400-1)}. After these forms are reviewed and
completed hy the lender, they are submitted to the FmHA State office
for further processing along with the Applicant's Environmental
Impact Evaluation (Form FmHA 449-10); feasibility study, if not
previously submitted with the preapplication; and other pertinent
informaticn.

16
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APPENDIX 1

The Business and Industrial Loan Specialist at the State
office evaluates the application and accompanying information
and forwards it Lo the national office for veview. Prior 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 3100,000 or of significant
impact, it is submitted for review and pricrity recommendations to
State and sub-State clearinghouse agencies designated under Office
of Management and Budget Circular A-95. According to the revised
regulations, small loans with no significant economic or environ-
mer.tal 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
Soard 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
and procedures. The board may call on experts for additional
information if necessary.

FmHA also determines whether an environmental impact state-

ment is needed. This determination is made in accordance with
7 CFR 1824 and FmHA Instruction 442.10.

1SSUANCE OF CONTRACT OF GUARANTEE

If the project is acceptable, the State Director submits a
Record of Actions (Form FmHA 440-3) to the FmHA finance offica
requesting an obligation of loan guarantee authority for the o
project. After obligation, the State office issues a Conditional
Cormitment 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
~nmmitment and in FmHA's regulations are met.

‘upon receipt of the Conditional Commitment for Guarantee, the
Tender and the applicant review the conditions and regquirements
cherein to determine their acceptability. If any of the terms are
not acceptable, the lender or applicant can convey recommended
revisions and the reasons for the revisions to FmHA for further

17
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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 Guarartee when all requirements
in the conditional commitment and in FmHA's regulations are met.

If at any time during the processing of an application
Labor formally denies certification, the FmHA State office
advises the Tender 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 trensmittal letter to FmHA if they are the basis for
denial. |

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.

18
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SUMMARY OF LABOR'S CERTIFICATIGN PROCEDURES RELATING
TO RURAL DEVELOPMENT BUSINESS AND INDUSTRIAL
\ LOANS AND GRANTS

Labor has been processing certification requests under interim
procedures. Except for instructions 1ssued 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 provosed new certification
procedures in the Federal Register (39 fed. Reg. 37650(DI)) for
public review and comment. Labor plans to finalize these procedures
in November 1974. The information presented below on Labor's
iggerim]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 FmHA 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 bv one
of Labor's professional staff employees. If the regquest involves
a grant to a public body for projects having no known current or
future occupant, Labor routinely provides certification without
further review.

DETAILED REVIEK

Information on those requests not routinely approved in the
initial processing are submitted for review and comment to State
employment security commissions; AFL-CIO (until August 1974);
and, in some cases, EDA.

A1l requests are sent to Labor's regional office covering the
area where the project is to be located. The regional office

19
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APPENDIX II

forwards it to the appropriate State employment security commission

for review and comment. The State employment-security—commission
is given 3 weeks to review and comment on the request. According —_
to Labor's February 15, 1974, instructions to its regional offices

(see p. 22), the State commissions are to:

~--Confim the 1list of competitive enterprises identified
in the Market and Capacity Information 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

TR e e ~ competitive or unemployment effects.

-
AT

--Surmarize 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,

" Hashiratan. D.C. This 1ist showed the name of the applicant or
nysiress, the proposed location of the project (city and State),
2nd the products to be inwolved. Labor gave the AFL-CIO 2 weeks
in which to comment. In August 1974, Labor suspended its practice
of soliciting AFL-CIO comments pending finalization of its pro-
posed certification procedures. (See p. 19.)

Labor also sends information on selected requests to EDA for
a market capacity study, generally when these requests involve a
targe loan or business. An EDA official told us that the studies
made for Labor are the same as those EDA has made for several
- years 1o conmsition with its own programs.. In making the studies,
his-oivicial stated-that EDA:

" -“Evaluates the proposed market area.

Peidifias dhe quantity or supply of the product or
3erv” . _vsitaile 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.

20
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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 Budget.

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 Commerce's
publication, "U.S. Industrial Outlook for 1974--With Projections
to 1980."

when 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 comments 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 coments and requested to have the applicant resolve
them. If the comments are not satisfactorily resolved, Labor will
formally deny certification.
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U. S. DEPARTMENT OF LABOR

MA-USES |

OFFICE OF TECHNICAL SUPPORT X
4172-1-2-A-410-15444-2330-000  2/15/74

Harold Kuptzin 376-6630

ALL,ASSISTAQT REGIONAL DIRECTORS FOR MANPOWER
MA RECENTLY ASSIGNED RESPONSIBILITY OF IMPLEMENTING
DOL RESPONSIBILITIES UNDER SECTION 118, CONSOLIDATED FARM
AND RURAL DEVELOPMENT ACT OF 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 ADMINISTRATION
(FHA) OF AGRICULTURE DEPARTMENT FOR NEW PLANTS OR FACILITIES
IN RURAL AREAS DO NOT RESULT IN PLANT RELOCATIONS, OR ADVERSE
UNEMPLOYMENT OR COMPETITIVE BUSINESS 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. 1IN 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 FOLLOWS: (1) CONFIRM LIST
OF COMPETITIVE ENTERPRISES SUBMITTED BY LOAN.APPLICANT AND
DETERMINE WHETHER ANY KEY COMPZTITORS OMITTED; (2) CHECK WITH
AFFECTED FIRMS OR UNIONS AND ASSESS IMPACT OF LOAN ON EMPLOYMENT
SITUATION OF COMPETITIVE FIRMS OR POSSIBLE OTHER ADVERSE COMPETITIVE
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OR UNEMPLOYMENT EFFECT; AND (3) SUMMARIZE FINDINGS FOR USE BY

NATIONAL OFFICE. STATES WILL GENERALLY BE REQUESTED TO PROVIDE
INFORMATION WITHIN A THREE-WEEK TURNAROUND PERIOD UPON RECEIPT IN _ e
THE STATE. NATIONAL OFFICE WILL MAKE CERTIFICATION DETERMINATIONS ~ -
BASED ON SESA REPORT AND OTHER RELEVANT INFORMATION. CERTIFICA-
TIOM RESPONSIBILITY WILL BE CENTRALIZED INITIALLY IN NATIONAL
OFFICE. WORKLOAD FOR ANY ONE REGION OR STATE EXPECTED TO BE
LIGHT. NO INDICATION YET WHETHER ADDED BUDGET RESOURCES WILL BE
AVAILABLE. FIELD MEMO CONFIRMING PRUCEQURES WILL BE ISSUED
SOON AS POSSIBLE WHEN FINAL AGREEMENT REACHED WITH FHA. IN
MEANTIME, INTERIM REQUESTS FOR INFORMATION FOR DOL CERTIFICA-
TIONS ON THIS LETTER MAY REACH YOU BY MAIL, OR IN URGENT CASES,
BY TELEPHANF T) YOUR DATA SYSTEMS AND REPORTS UNIT. REPORTS,
IN WRITING, SHOULD FLOW BACK THROUGH REGIONAL OFFICE. NATIONAL
OFFICE RESPONSIBILITY FOR PROGRAM ASSIGNED TO OFFICE OF TECHNI-
CAL SUPPORT, U.S. EMPLOYMENT SERVICE. NATIONAL OFFIEE CONTACTS
- IN EVENT OF QUESTIONS ARE: HARRY KUPTZIN (202-376-6630) OR
- ﬁﬁaasa DELLON (202-376-6583). |

FLOYD E. EDWARDL

<+ 2uid Associate Manpower MET/HDellon/HKuptzin:co
Sy wtegtor for Field 8432 PH, 66630 or 66583
Direction and Management Retyped:cma 2/15/74

cc: Edwards, OFDM, Browning, Brown, Kuptzin, Dellon, File
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In reply refer
to METL
{

1
v

U.S. DEPARTMENT OF LABOR )
Manpower Administration
Washington, D.C. 20213

o August 6, 1974
FIELD MEMORANDUM NO. 238-7L

TO : ALL ASSISTANT REGIONAL DIRECTORS
FOR MANPOWER

SUBJECT: Certification by the Department of Labor Under Section
118 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 (FmHA), U.S. Department of
Agriculture.

2. Background. Section 118 of the Consolidated Farm and Rural
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 that the Secretary of Labor must certify to the Secretary
of Agriculture within 60 days after referral, that 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
availability of services or facilities, when there is not sufficient
demand for such goods, materials, commodities, services, or
facilities, to employ the efficient capacity of existing competitive
commercial or industrial enterprise. Attachment 1 1s a copy of the
pertinent section of the Act, The Act requires that the Secretary
of L.abor make this certification within 60 days after referral by
USDA. The legislative history clearly indicates that it is the intent
of the Congress that DGL. action on most applications be completed
«ithin 30 days.
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The national office has the responsibility for collecting information
needed for recommending approval or denial of the loan appilications
submitted by the FmilA., Two basic sources ol information are used:

a. The State Employment Securitv Avencies {SESA). The
national office relies on the SEsA’s to furmish labor market infor-
mation needed to determine local employment and possible adverse
competitive effect upon workers and industry in the areas involved.
Based on experience to date, the FY 1£75 workload is expecrted to
approximate 900 cases, of which only one-half to two-thirds will be
forwarded to State agencies for review. The national office will
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 o less than $100, 000,
or involving the employment of five or fewer workers.

b. The Federal Register. The national office will arrange for
the publication in the Federal Register periodically of a list of
selected applications, those remaining after the national office has
screened out certain applications as outlined in 2,a. above. This
list will give the name, location, and principal produ<zt 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. 1t is the intention of the Manpower Administration to transfer
certifications to the ARDM s as quickly as guidelines can be developed.
It is expected that this transfer of responsibility will begin 1n FY 1976,

4, Action Required

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

b. Each week 2 list of applications will be gent to the various
regional offices together with copies of relevant information from
the FmHA opplication form:s. The regional offices cherld trans nis
the forms to the appropriate State agencies with a requant hat they
obtain the required labor morket nformaticn and prepr e e
neccs'sary reports, Cuidelines for the Stole reports are vrovided
in Attachment 2,

AN
o

BEST DOCUMENT AVARABLY



APPENDIX 11

c. Reports are due in the national-office-three-weeks-after—the

FmHA forms are recetved n the regional office. In order to
expedite the flow of information, the regional office may elect to

P e authorize the State agency to write directly to the national office
(Attn: MET) with copies to the regional office.

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

6. Expiration Date. . June 30, 1975,

Ve P Rt //' » / ‘ )
) ///j}f( AN 4“‘44"3/

FLOYD E, EDWARDS-
Associate Manpower Administrator
for Field Direction and Management

Attachments

1. Section 18 of the Consolidated Farm and Rural Development Act
(P. L. 92-419).

2. Guidelines for Preparing Information Needed for Certification
of F'mHA Loans.

2
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w py microfilmed
was of poor quality.

86 STAT, 663

APPEINDIX IT
L |

Attachment 1 to FME238—74

t

Pub, Law 92-419 -6 August 30, 1972

75 ftats 315,
T L0 1985,

684 Stat, S.
26 150 1.

7 Sint. 307,
7 USC 1922,

16 U22 1001
notee
7 U5C 1010,

7 ¢ 1978,
1329, 1826,
1727,

Pests p. 666,
Pellution
ataterert
prolestsynrants,

Private Musi=
ness enter=
prises, grants,

technienl servives, and other program servives, and nthr-\' expenses
and ads anees anthorized in section 335(a) of this title in connvee-
tion with weured loaus. Sueh items may be paid in connection
with guarnnteed foans after or i cennection with acquisition by
the Secretary of such foane or security therefor after defauit, to an
extent deternined by the Seeretary 10 be nevessary to protect the
mterest of the Governtent, or 1 connection with grants and any
other activity puthorized in this tle; :

“({7) to puy the difference between interest payments by bor-
rowers and interest to which holiders of insured notes are entitled
under contracts of insurance heratofore or hereafter entered iuto
by the Scevetary; and

*(®) to pay the Necretary's costs of administration of the tural
coevelopment loan program, ieluding costs of the Secretary inci.
dental to puaranteeing rural development loans under this title,

“(h) When any loun bs sold out of the Insurance Fund as an insured
loan, the interest or other income thereon paid to an insured holder
<hall be included in gross income for purposes of chapter 1 of the
Internal Revenue Code of 12547

Sees U INstres Warenrsuen axp Resovim g CoNsFRVATION axp
Deveroraey e Lowss.—Sulititle A of the Consolidated Farmers Home
Administration Aet of 1961 is amended by adding at the eml a new
seetion as follows:

“Sre, 3100, Loans meeting the requirements of the Watershed 1ro-
tection and Flood Prevention Act or title 1T of the Bankhead. Jones
Farm Tenant Act may be insured, or made to be sold and insured, in
aceerdance with aml subject to sections 308 and 309, the last sentence
of wection 306G1a) (1), and the last sentence of section 307 of this title.”

SEc, 118, Rt ran INDUSTRIALIZATION AssisTaNcE—~—(a) Subtitle .\ of
the Consolidated Farmers Home Administration et of 1961 i-
amended by addimg at the end thereof, after section 310.A as added by
this Aetonnew section as follons: .

“See, 3108, () The Seeretary may also make and insure loans to
public, private, or conperative organizations organized for protfit or
nonprofit, to Indiun tribes on Federal and State reservations or other
federally recognized Indian tribal groups, or to individuals for the
pin ]‘mm- of impro g, developing, or financing business, industry, and
employment and improving the economic and environmental clhimate
in rural communities, including pollution abatement and control, Such
loans. when origmated, held, and serviced by other lenders, may be
guaranteed by the Secretary under this section without regard to sub-
seetions (n) and (¢} of seetion 333,

“(b) The Secretury may make grants, not to exceed £:0.000,000
annually, to eligible applicants under this section for pollution abate.
ment and control projeets in roral areas. No «uch grant shall excved
a4 per centum of the development cost of such a project.

“(e} The Secretary may also make grants, not to exceed 230,000,000
annually, to public bodies for measures designed to faelitate develop-
ment of private business enterprises. including the developnent, con-
struction or acqusition of 1ond, buildings, prnnts, equipment, access
streets and ruuhs. patking nieas, utility extensions. necessary wafer
supply and waste disposal facilities, refinaneing, services and fees,

“(«l} The Seeretaty may participate in joint financing to facilitate
development of private lasiness enterprises 1n rmral areas with the
Economie Development Adnunistiation, the Small Business Adminis-
teation, and the Department of Housing and Urban Development and

ther Federal and State agencies and with private and quasi-public
fmancial institutions, throngh joint loans to ayplirams eligible under
subsection (a) for the purpose of improving, « eveloping, or financing
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business, industey, nnd employment ad iinproving the econonie and
e ironmental edinate in urad areas o theangh joint geanis to applh-
cants ehigble utsder subsection (¢} for such o poses, el an
the ense of loans or geants the developnent, cotstr tion, s acga-
sition of b, bathbmgs, plants, equapmient, access streets und roads,
parking arens, utihity extensions, necessaty water < apply amd wasie
disprosa] faclities, refimpg, =ery oo awd fees,

(1) No tinanem] or other asastanee shatl be extendod vnder any
pm\‘isiun af seetions S0k b, 3ol and 312¢by that s caliulaivd to or
ts likely to sesult an the tianslor brow one atea o another of any
entployment or husitess activsty preosided by operations of the apph-
cant, but this Tunitation shall not be constened to prolobit assistanee
for the expansion of an extsting business entity through the estalibhi=h.
went of a sew branch, atadinte or substdiars of such entity if the estab.
hishment of sieh Ipanch, affihate, or sub vhany wall not vesult jnoan
derense i onelaployment in the area of orgginal losation or in any
ather atea where sueh entiy con biets hisiness operations andess there
is 1etson to believe that such bianeh, atlihate, or subsidirey s e
established with the intention of closing down the apetation ot the
extstnne Frisiness entity an the are ol afs otggnal lin ation o8 10 any
ather area where st emndu s such operations, )

(2} Nofinanembor other assisbatice slantd be estensded wnader auy pro-
viston of sections 30Tehh 31eB and St2eby whichoos s adendated 10 o
Bhely 1o resndt van tetease i the proditenion of wsds, materials, o
comtmohitioss o the svakiduhity of <erviees o Bodtes i the area,
W hen there s not satliowent detnoed For <ich gaods, mates s, comnunhy.
ties, setvices, o facthittes to etaploy the etlicient vapa ity of exasting
competitive cotmeretad or mdn tnal enterprisessnnless <ol tinan )l
i ather assistatiee will not have an adverse vtfoe Wt eN st comn
peitt e enterpisses anthe e,

3 No dinanomd o other asastrnee b be estondod widboe iy
peavision of seenons Sebdnag S10B d SEA b ol the Sty of
Labwe cortifies wathin 6ovdans bty e mattor b been - aloeitted o
Wi by the Secnctany of Nevendinre 1ot the provees nes ol paaanph
h and ey o s subso ton bave mor beenomuphed sl The Seeey
taty of Faban shatl. i conperattons with the Seentary of Vel o,
develop a sasten of veatiieation whech sl nenne tha onpedit ans
processinge of tegrusts for assisbanee wnder Hos secton ™

b Secnon A o the Capsoliduod Parmers Hote Adonm <1000 on
Net of 1% s e <E Dby inserbine = 0017 0 panacen 10 aey Gfn

i

Astristions,
Ante, PPu6hT, 633,
f.'_sﬁ’ be 05

Srec THL Goseas e Rera Thvsss Loasss sebuiele v of the
Consolpdted arpoas Hlome Ndmonation A aof 1) s amended - 0y 700
L addhime at the emd thereof 4 new <cction as tollans:

sSres 31000ty Bural Honsinge Lo whieh (1 e goan antead In
the Sectotaty under<c tion 31Tt ) e 20 of the Honsime At or 1949 g2 -
are pade by othey bender<s approved by the Seoetany ta provide deet o 0o
s oantal sreas for the apphioacts” oann nee,amd o8 T anteret
and ather chavrres st ates tot alove the nmvunnm tates preseribed by
the Seantary of Housmg and Urban Devddapioen for tows g ude In
povarte Tendders o silay purposcs and mwnantes " I the Secifary
of Tloasige wd b Developnoent ander the Nationad Honange Aoty
ot supersediny benstation Shatl not e sulijedt to sections Sogeey and 12
Serpta ey of the Honsmg Mot of 1o .

“thy Fean the pirposes of title Voaof the Honsiee et of TH9, as 433,
ange nded, a rantee of pavinent sivomdoy the color of Taw b the 30700 1375
Prepartinent of Hawaiian Home Lamds cor s sucessar in funetiony 2977
~hall b found T the Seerctary veasonnbly to assane repavment of any 407 ° 1471,
tilebtediess o gunranteed.”
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Attachment 2 to FM 238-74

Guidehaes for Preparing information
Needed for Certification o 'mHA Lounas

For each application to ke approved for roral development 1ssistance
{under Section 118 of PL 92-419;} tlie Depariument of L.ab. 15 required
to certify that the requested assistance wit! not result e the transfer
of employment or business activity of the upplicant tron. one ures to
another or have an adverse effe~t uoon existing competitinve enter-
prises ia the area. To assist in this efforl State ermpiuyiment security
agencies are renuested to develop lubur market infor mation needed by
the national office as a basis fuor sucen certifications.

Reports should consist of one ur two pages, and be based primarily
upon data available 1n local or State agency offices., Such data may
be supplemented by contacts with outs.d«, informed groups, when
necessary at State's option. When such contacts are made, infor-
mation about the applicant shall be limited to the name location (city
and State), and principal business activity. An outline of report
content is provided b :low,

Reports will not be (equired on a number of loans, wcluding smaller
establishments whe e loan amount is less than $100, 000 or which are
expected to employ tive or fewer workers,

1. Cverall 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 of
unemployment rate for latest calenuar year; and latest month com-
pared with a year carlier, lIndicate to what extent unemployment data
for latest month is influenced by seasonal or temporary factors.
Summarize, in one or two sentences, general employment outiook
for the area over the next year.

1. Area Trends in the Industry

Summarize briefly recent employment trends in the industry
which includes the type of facility for which the FmHA loan is being
considered. Provide any separate data 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
a local basis or for a wider market. Briefly summarize best judgment
about local cutlook for this industry over the next year.

I1I. Probable Local Competitive Impact

Assess on basis of known informstion on local labor market
situation: \ '

A. Whether proposed new facility is iikely 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 facility to attract needed
workers at generally prevailing wages without impairing capability
of competitive 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.

1V. 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
enterprises in other arzas 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 section should include, for other areas involved,
materials ar.alogous to sections III A-C regarding competitive
impact., If no establishments in other areas will be affected
competitively by the proposed loan, section IV of report should ke
marked '""Not Applicable,”

Competitors may be located in States other than the oae in which the
facility is or will be located. Where the applicém provides such in-
formation, the emrployment security agency in the State in which the
competitor is loceted will be requested to provide material analogous
to that requested under 111 A-C. The agency will not be requested to
orovide any additional information 1n such instances.
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In some instances, the applicant presently operates similar facilities

in locations other than the one in which the proposed Tacility 1s or will

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 bv the appropriate regional office. It will be the responsibility -~ . - - — — -+

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 the near future.

V. State Fmployment 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 employ-
ment-unemployment or competitive irapact of the proposed loan or
grant. If the State prefers, such a recommencation 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 COMMENTED CN BY AFL-CIO

Date

Labor actiorn Request Action Days required
as of received taken for processing
' Name of requestor 7-31-74 by Labor by'lLabor (note a)
Lady Wrangler Denied - 2-27-74 5-28-74 90
Wm. T. & Joan C. Riddle Approved 3- 1-74  5-10-74 70
Holly Manufacturing Co. Approved 3-14-74 6- 5-74 83
Granet Glove Corp. Approved 3-18-74 5-31-74 74
J. P. Stevens Co. Approved 3-18-74 5-31-74 74
Shadowline, Inc. ' Approved 3-21-74 6-25-74 96
Flour Bag Fashions Approved 3-28-74 6-25-74 89
Kern Manufacturing Co., Inc. Approved 3-28-74 7-17-74 11
Carvell Hall Approved 3-29-74 7-30-74 123
Oneita Knitting Mills Approved 4- 4-74 6-13-74 70
Astrocom Company Approved 4-15-74 6-19-74 65
LeRoy Products Pending 4-15-74 -- 107
Jeckey International Approved ' 4-17-74 6- 5-74 49
M-Tron Pending 4-17-74 -- 105
Town and Country Pending 4-17-74 -- 105
Tri-City Cabinets Approved 4-18-74 6-24-74 67
Cheyenne Sioux Corp. Approved 4-22-74 6- 3-74 42
Tricnit Industries, Inc. Approved 4-22-74 7- 2-74 71
Floyd Elwyn Woods Pending 4-29-74 -- 93
Salley Manufacturing Co., Inc. Approved 4-29-74 7- 2-74 64
Gllene Manufacturing Co. Approved 5-13-74 7- 2-74 50
Industrial Components, Inc. Approved 5-13-74 -7-19-74 67
a

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. :
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