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THE INSPECTOR GENERAL'S MESSAGE

This reporting period represents a time of important change for the Federal Government. We are all aware
of the increased sense of urgency in the Congress and the Administration to ensure that the Government
serves the public in a more efficient and cost-effective way. Consistent with the intent of the Inspector
General Act, my office continues to work extensively with the Department of Labor, the Congress, and
other Federal Agencies to this end.

During this reporting period, through audits, investigations, and congressional testimony, my office fo-
cused on two areas of major concern to the public: employment and training and health care. As aresult,
I have structured this report to focus predominately on our main concerns and accomplishments in these
areas. Some of the major issues in the employment and training area include the need to:

Ensure a valid measurement of return on investment and an adequate level of
accountability in the Job Training Partnership Act Program so that Federal training
funds are safeguarded and effectively utilized (p. 2);

Enhance overall performance of the Job Corps Program before expansion of the
program is considered (p. 3); and

Ensure that the Targeted Jobs Tax Credit Program, which the OIG found to be largely
ineffective, is not reauthorized (p. 14).

| also have continuing concerns in the health care area including:

The continuing losses to the Government from fraud by claimants and providers in
the Federal Employees’ Compensation Act Program (p. 15); and

The vulnerability of Multiple Employer Welfare Arrangements to fraud and abuse,
particularly through the emergence of bogus labor unions (p. 18).

In addition, my office continues to identify and implement streamlining initiatives to carry out our functions
in the most efficient and cost-effective manner. These include: consolidating administrative functions,
reducing manager-employee ratios, and cross-training employees so that, through attrition, we can further
streamline our workforce.

| would like to thank my colleagues in the OIG for their efforts to make Government work better. Asin the
past, my staff and | remain committed to working with Secretary Reich and the DOL management team to
reduce fraud, waste, and abuse of Federal funds and to ensure that DOL programs are effective and cost-
efficien

Chasiés C. Wésten
Inspector General
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Office of Audit

Reports issued on DOL activities .............oooiiiiiiiiii e 184

Total QUESHIONEA COSES ... $ 4.5 million

DollarsS reSOIVEA ...........oooiiiiie e $ 11.1 million
AlIOWEA .. .o $ 6.5 million
DisalloWed .........cooviiiiiiie e $ 4.6 million

Office of Investigations

Division of Program Fraud:

CaSES OPENEA ... 163
CaASES ClOSEA ... 157
Cases referred for proSeCULION ..o, 96
Cases referred for administrative/Civil action ... 80
M O MBS .. e 68
CONVICHIONS ..o e 80
Recoveries, cost efficiencies, restitutions, fines/penailties,

and civilmonetary aCtions ...t $ 2.9 million

Division of Labor Racketeering:

07 1T R o] o 1= o T=To L USSP UPPRPPTN 71
CaASES ClOSEA ... ..o 64
[gTe o112 2111 CINUUTUUUTT ORI 101
CONV I ONS ..o e e 72
DD AMMIENES ... e 26
S . e e $ 2.0 million
RESHULIONS ..o e $ 1.2 million
FOMTRILUIES ..o $ .1 million

NOTE: The Office of Investigations and the Office of Labor Racketeering conduct criminal investigations of individuals which
can lead to prosecutions (“indictments") by criminal complaints, warrants, informations, indictments, or pre-trial diversion
agreements. Successful prosecutions may carry sentences such as fines, restitutions, forfeitures, or other monetary penal-
ties. The Office of Investigations' monetary results also include administrative and civil actions which are further detailed and
defined in an Appendix on page 46 of this report.
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EMPLOYMENT AND TRAINING

THE JOB TRAINING
PARTNERSHIP ACT

PERFORMANCE
MEASURES
AND ACCOUNTABILITY

During this reporting period, my office devoted significant audit and
investigative resources to several aspects of employment and
training programs administered by the Department of Labor. The
OIG also provided congressional testimony on our main concerns
with some ofthe programs and on areas that need congressional or
departmental action, particularly as Congress considers restructur-
ing the Nation’s job training system.

The Job Training Partnership Act (JTPA) is the largest training
program administered by the Department of Labor (DOL). The
purpose of JTPA is to prepare youths and adults facing serious
barriers to employment for participation in the labor force, by
providing them with training and other services that will result in
increased employment and earnings. In Fiscal Year 1995, Congress
appropriated over $5 billion for JTPA.

In congressional testimony, the OIG raised its concerns that the
Department still has not instituted outcomes-based performance
measures to show the return on investment for the JTPA program. A
recent OIG audit determined that ETA performance measures are a
mix of workload information and short-term performance measures,
and do not adequately reflect program mission or effectively
measure performance. (Report No. 03-95-005-03-340; issued Dec. 21, 1994)

Although the current performance measures have come a long way
since the early days of JTPA, they still do not get to the fundamental
issues of long-term economic self-sufficiency, increased employ-
ment and earnings, reductions in welfare dependency, and
increased educational attainment and occupational skills, as
required by JTPA. The OIG believes that, without such measures, the
effectiveness of JTPA cannot be properly evaluated.

The OIG is also of the opinion that Congress needs to ensure the
standards of accountability established by the JTPA 1992
amendments are preserved, if a block grant approach to job training
is considered. JTPA was amendedto improve procurement as well
as program and cost accountability. The amendments were partially
in response to problems and abuses identified by OIG audits.
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THE JOB CORPS
PROGRAM

Initiatives by Job Corps
and the OIG

The OIG believes services will not be maximized, nor costs
minimized, without a valid measurement of returnon investment and
a level of accountability adequate to ensure that the investment of
public monies is safeguarded andjustified.

One major area of auditfocus has been the Job Corps Program. The
Job Corps Program is authorized under Title IV of the JTPA and
funded at almost $1 billion per year. The Job Corps is aresidential
education and training program to assist disadvantaged youth to
become more employable and productive citizens. During this
reporting period my office issued several reports on different aspects
of this program. We also worked extensively with the Department
and the Congress on several initiatives to ensure improvements in
program performance.

Forexample, in January, the Director of Job Corps and the Assistant
Inspector General for Audit, together with their senior managers, met
to discuss the need for changes to the management and oversight of
the Job Corps Program. Alsodiscussed was future OIG auditwork
which will assist in implementing these changes. Among the topics
considered were: performance measurements, poor performing
centers, contracting procedures, screening and recruitment of
students, and cost analysis of center operations.

Refining Job Corps’ Performance Measurement System

One important area discussed is the need to improve Job Corps’
performance measurement system. The Job Corps plans to
enhance the effectiveness of its performance measurement system
by: (1) developing and using student and employer satisfaction
surveysinPY 95; (2) implementing follow-up with students 13 weeks
after placement in PY 95, and establishing a performance standard
for PY 96; (3) issuing an additional placement standard for PY 95, and
revising policies to require placement assistance and support for a
6-month period after termination, rather than just up to the initial
placement; and (4) seeking legislative authority to access Social
Security and Unemployment Insurance data on a regular basis to
assistin follow-up activities, such as assessing program outcomes.

The OIG is of the opinion that performance standards are an
important managementtool. In the course of Job Corps audit work,
if problems or difficulties with the standards come to OIG’s attention,
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they are reported to the Job Corps. Such situations occurred in the
recent OIG audits of the Transportation Communications
International Union’s Job Corps training programs and the
Gainesville, Florida, Job Corps Center.

Improving Poor Performing Centers

During the next several months, the OIG will make an in-depth
analysis of centers’ operations to determine those common factors
which contribute to poor performance. The OIG will audit and
compare those centers with both historically positive and historically
poor performance records. The Job Corps will participate in this
effort by contributing one personto each of three audit teams.

In addition to this joint effort, the Job Corps and the OIG agreed that
Job Corps should: (1) develop a technical assistance guide for using
data analysis to improve center operations and performance
outcomes; (2) provide special training to key management staff from
poor performing centers on using data analysis to improve
operations and performance outcomes; (3) provide intensive on-site
technical assistance by a team of Job Corps experts to 3-4 of the
poor performing centers (the operating contractor or agency must
agree to the assistance plan); and (4) propose a legislative
amendment requiring JTPA Title Il job search assistance for Job
Corpsterminees.

Improving Contracting Procedures

To strengthen Job Corps’ contracting procedures, we agreed that
Job Corps should: (1) increase the role of past performance in
making contracting decisions; (2) seek authority from appropriate
ETA and departmental officials to immediately terminate poor
performing contractors; (3) seek legislative authority to contract out
the operation of Civilian Conservation Centers where the agency has
not been able to perform adequately; and (4) for the purpose of
upgrading the effectiveness of screening activities, revise the
method of contracting for outreach and screening services.

Improving Screening and Recruitment of Participants
There was consensus that: (1) assessingthe level of commitmenton

the part of youth during brief application interviews is difficult; (2) the
current screening policy is oriented more toward inclusion rather than
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Using Cost Analyses
to Evaluate
Center Operations

close screening; (3) the current quality of screeningis uneven:; (4) the
professional capability of some screeners needs to be increased;
and (5) performance standards addressing quality of screening need
to be implemented. :

Job Corps and the OIG agreed that Job Corps should: (1) allocate
additional resources to increase the applicant pool available for
more selective screening; (2) require more stringent application of
certain eligibility criteria; (3) require that applicants demonstrate
motivation to profit from the Job Corps experience; (4) develop and
pilot test procedures requiring applicants to obtain any criminal
records from the appropriate jurisdiction; (5) pilot test pre-enroliment
drug screening; (6) complete performance standards for outreach
and screening currently under development (to include standards
measuring the success of students sent to the centers); (7) increase
emphasis on job placement; and (8) because of barriers to placing
them in meaningful and permanent employment, stop accepting 16-
year olds into the program and decrease the enrollment of 17-year
olds.

The JTPA recognizes that job training is an “investment in human
capital” and mandates that “criteria for measuring the return on
investment be developed.” Since 1987, the OIG has prepared
statements of “cost-based program results” (audit reports) for Job
Corps’ program operations which match financial costs (input) with
program results statistics (output). The reports represent OIG’s effort
to provide clear and reliable information for program decision-
makers. '

The initial positive results of participation in the Job Corps Program
include: placement in employment, enroliment in other schools,
learning gains, GED attainment, or enlistment in the military. The OIG
reports addressed the initial results of the investment and the cost to
taxpayers. The reports, however, did not assess the potential long-

- term benefits of participation in the program, such as reduction in

public assistance or unemployment. Through a ranking procedure
based on the application of their respective performance standards,
the statements of “cost-based program results” also were designed
tohighlight acenter’s performance.

The OIG s currently inthe process of completing a similar audit for
ProgramYear 1932. With certain enhancements, the Job Corps has
recently adopted OIG's format for summarizing program statistics.







