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PREFACE 

This report presents the results of an analysis of the Federal 
Bonding Program from the first Bonding Assistance Demonstration Projects 
to the present nationwide Manpower Administration effort. TIle analysis 
was conducted by Contract Research Corporation from August, 1994, through 
September, 1975, under Contract Nwnber 20- 25-75-0 1 with the. Office of 
Manpower Research and Development, ~1anpower Administration, U. S. Depart­
ment of Labor. 

The resul'ts of our analysis are presented in a two volume final 
report. Volume I contains the Program History focusing upon the program 
origins and its subsequent administrative evolution. Volume II contains 
the Program Analysis, a compilation and analysis of data concerning the 
utilization of the bonding program and its results. The program analysis 
contains the findings of this study relative to utilization and results, 
the conclusions based upon these findings, and a set of recommendations. 
A 9..lJTunary containing the highlights of the Program History and Program 
Analysis is presented in a separate volume. 

Among the Contract Research Corporation staff, major contributions 
to this study were made by the following individuals. Susan Carnduff 
assisted in the conduct of the historical analysis and had primary Tespon-:­
sibility for the program analysis and preparation of Volume II of this 
report. Carole Miller participated in the conduct of the historical and 
progr'am' analyses and prepared drafts of several sections of Volume I. 
Diane Savitzky conducted much of the analysis of program data and drafted 
several sections of Volume II. Additional data tabulation and analysis 
activities were carried out by Josie Bauer and Giles Carter. Dr. Herbert 
Weisberg provided statistical consultation to project staff throughout 
the study. Hal Shear provided invaluable advice at Key points in the 
conduct of the study and technical review of its major reports. 

Whatever strengths can be found in this report are, in large part, 
attributable to the overall support and direction of the project tea~ 
provided by Joanna Kennedy, Corporate Officer in Charge of the project. 

The Contract Research Corporation staff are indebted to a great 
number of people for their cooperation in all aspects of this study. 
Current and fOTmer Department of Labor and insurance industry officials 
consented to be interviewed, offered suggestions, shared opinions and 
files, and reviewed earlier drafts of this report. While it is difficult 
to single out anyone individual, it must be said that it is impossible to 
think of nnything our Project Officer, William R. Throckmorton, could 
have done to facilitate the study that he did not do. His enthusiastic 
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support of the project has set a standard which it is unlikely that 
many others can match. 

A special word of appreciation is due to the curTent and former 
bonding program participants and their employers who to?k the time and 
trouble to complete our follow-up survey instruments and provided us 
with critical data that was nowhere else available. It is our hope 
that the results of our analysis will make it possible for the Depart­
ment of Labor to improve its delivery of manpower services to future 
ex-offender job seekers, and to their employers. 

ii 

Lawrence Bai lis 
Project Director 
September, 1975 
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1. 0 OVERVIEW 

Th.is rep{)rt presents the results of an analysis of a wide range of data 

of varying quality concerning Dle characteristics and results of the Federal 

Bonding Program. In order to place these characteristics and results in a 

proper context, they arc preceeded by brief discussions of: 

0 the history and background of the program; 

., the purpose of this report; 

n 
0 the nature and limitations of the data~ 

@ the approach taken in utilizing the data, 

n The overview section concludes with a summary of the major findings and 

conclusions of the rel?ort, and recommenc:ations for strengthening the program. 

1.1 Background: -:The Federal Bonding Program 

Fidelity bonding is a form of insurance utilized to indemnify employers 

for loss of money or other property sustained through disllonest acts of covered 

employees. These acts include larceny, theft, forgery, and cmbcz.zlcment. Loss 

caused by omission or error not involving dishonesty is not covered. 

In recent years, fidelity bonding coverage has generally been purchasec.l 

by employers in the form of a blanket bond, a single policy which collectively 

covers all officers and employees of the establishment. Other, less used, 

kinds of bonding include individual bonds (which, as is sugJested by the name, 

cover only one individual for a specified amount of loss), ~ schedule bonds 

(which list inc.lividual employces and rtmounts of their coverage), and position 

~chcdulc bonds (which cover all employees ina given position, e.g., cas/lier. 

for a stated amount without listing their nnJlles). 

The blanket bonds have constituted the largest portion of the market 

because of their greater administrati vo simplicity; under blanket bonds there 
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is no need to update the policy whenever personnel actions are taken or new 

job categories created. 

Fidelity bonding is generally considered good financial management practice, 

and is now utilized by many employers. However, fidelity bonding has stood as 

a maj or barrier to the employment of those Ivi th police records and ex-offenders 

because the standard fidelity bonding policies throughout the United States have 

included the following clause: 

The coverage of this Bond shall not apply to any Employee 
from and after the time that the Insured or any partner officC'1' 
thereof not in collusion \I/i th such Employee sha 11 have the know­
ledge or information that such Employee has committed any fraudu­
lent or dishonest act in tIle service of the Insured or otherwise, 
whether such act becommitted before or after the date of employ­
ment by the Insured. (Emphasis added.) 

FIdelity bonding underwriters have included ~his clause because, according to 

st.mdard fidelity bonding practice, bonds should not be issued at all whenever 

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

words, unlike life insurance underwriters, who set premiums according to the 

degree of risk, fidelity bond underwriters generally seek to avoid risk al-

together. In the eyes of these underwriters, previous commission of a dishonest 

or fraudulent act is an indicator of a likelihood to do so again in the future.* 

The Federal Bonding Program emerged from 'a series of experimental and 

demonstration (E' & D) efforts by the Department of Labor to determine whether 

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

honest" clause in the bonds were truly such a risk as to be justifiably pro-

hibited from working at certain jobs for the rest of their lives because of 

a previous "record". 

* Many insurors state that they waive this restrictive clause whenever 
employers give them good evidence of the trustworthiness of a potential 
employee. Somo employers, on the other hanel, dispute this statement. 
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These E fl D bonding efforts were planned by the Departmen,t of Labor in 

early 1965, in response to feedback from manpower program operators which in-

dicated that the exclusionary eligibility clause was preventing certain training 

program graduates from obtaining jobs for which they were otherwise qualified. 

Specific legislative authorization to attack Uiis problem was obt.1ined in the 

1965 amendments to the Manpower Development and Training Act (MOTA). In 1966, 

E & 0 proj ects were implemented at public Employment Service offices in four 

cities and at six A-dditional sites in order to ea) explore the feasibility and 

usefulness of a program to overcome the effects of these exclusionary practices 

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

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

affected by these exclusionary practices. 

It was hoped that if fidelity bonding coverage could be provided for such 

presumed "high risk" job applicants, the record of the E & 0 projects would 

establish (actuarial) bases for determining the costs of providing special 

coverage and demonstrate that these applicants were no less trustworthy than 

the average employee. If this hope were realized, it Nas further anticipated 

that insm"ance companies might be persuaded to modify or eliminate the restric-

tive bonding eligibility practices that harl caused Department of Labor officials 

to be concerned. 

Department of Labor officialS responsible for th.ese E & 0 proj ects gradually 

reached the conclusion that the availability of bonding was indeed helping 

significant nwnbers of individuals. to get jobs for which they were other\'lise 

ineligible. Accordingly, the demonstration projects were expanded to additional 

sites, to the point where bonding services were available in marc than fifty 

cities in twenty-nine states. In 1970, a decision was reached to transfer 

the expanded E &.0 bonding effort to the status of an operational national 

pl'ogram, making it available through each of the more than 2400 Employment 



Service Local Offices in the United States. The changeover took place in 

1971, and bonding has continued as a national program to the present time. 

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

were known collectively as the Trainee Placement Assistance Demonstration 

Projects. Since th?-t time, they have been known as the Federal Bonding 

Program. For convenience, the phrase "Trainee Placement Assistance Demon-

stration Proj ects and the ensuing Federal Bond ing Program" is hereafter 

abbreviated to read lithe bonding program". 

1.2 Purpose of the Program Analysis Report 

The Program Analysis was originally designed to achieve the following 

five research objectives: 

= To provide systematic data concerning ~ne bonding and post­
bonding experiences of program participants. 

e To provide additional information which may help to explain 
these differences. 

13 To provide systematic data concerning the changes in employer 
attitudes and behav~or which followed participation in the 
bonding program. 

$ To provide systematic data concerning changes in the attitudes 
and policies of the fidelity bonding industry which have followed 
the introduction of the federal bonding program. 

Q To provide additional information which may help to explain these 
changes in employers and insurers.* 

During the course of researchini, and preparing the Program Analysis 

it became clear that it would not be appropriate or even possible to engage 

in comparative anal),sis of the data available on the bondin~ program. 

tlowcvcr, considerable data were available, or were obtained in the course 

of this study, Which did lend themselves to descriptive program analysis. 

Consequently, the purpose of this ,report is to present a descriptive analysis 

of the manner in which the program was utilized during the period 1966-1974. 

* Research Des~ for an Analysis of the Federal Bonding Program, pp. 9, 16 

and 21. 
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IIProgram utilization ll refers, on the one hand, to the basic characteris-

n tics of program operations, s;lch as, where bonding occurred, at what rate, 

for h.ow long, covering how many individuals, in what types of jobs, at what 

loss ratio and so on. On the other hand, program utilization also refers 

to the achieved results of those operations for those involved; that is, were 

employers satisfied with their employees covered under the program? Were 

n commercial underwriters affected by the experience accumulated under the 

program? Was the employability potential of bondees improved through partici-

pation in the program? The operational characteristics are primarily the 

result of quantitative analysis of data accumulated over the eight years of 

the program's existence. The results for participants reflect the reported 

direct effects upon the individuals or organizations affected by the program: 

the bondees, the employers and the fidelity insurance industry. 

1,3 Approach to Data Utilization 
~ II The appr,oach to data utilization employed in this study has been a simple 

one: to draw the best possible conclusions from a wide range of program data 

of widely varying quality. The issues of fragmentary or inconsistent c.iata, 

and inconclusive results, will be raised frequently throughout this report. 

TI1is reflects not only problems of inconsistent reporting in the available 

(Department of Labor supplied) data, but also low response rates from the 

bondee and employer follow-up surveys conducted as part of this study. 

\fuile it would have been possible to improve th~ quality of certain 

individual data sets (e.g. increase the sample sizes) through the application 

of additional resources, an effort was made to conduct the study in a manner 

which would utilize a wide range of data sets. TI1e approach employed allocated 

resources in order to address all'of the investigative avenues outlined in 

the Research Design to a greater or lesser extent. 
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Data Categories 

The types of data which were provided by the Department of Labor or 

collected by the project team are summarized briefly below. This' set of 

data forms the basis for the information presented in Sections 2.0 and 3.0. 

The data which were provided by the Department include the following: 

(1) Monthly print-outs and summaries from the McLaughlin Company which 
include the name of the bondee, the employer, state or sponsor, the 
time of bonding, and the number of units of coverage for each bondee 
in the program. 

(2) MT-110 forms on approximately 1900 of the bondees. These forms 
include information on the demographic characteristics, em­
ployment history and criminal record, if any, of bondees in the 
bonding program between 1966 and 1970. In addition, MT-110 forms 
from Illinois on all but two bondees in that State became avail­
able late in the project, covering the entire period between 
1966-1974. 

(3) Claims data born the ~fcLaughlin Company on the essential information 
related to the clai~s submitted by employers. Included in most 
cases are the name of the bondee, the claimant, the dates of claim 
and resolution, the amount of claim and amount of pa~nent. 

The information collected primarily by Contract Research Corporation 
includes: 

(1) Information on bondee employment, utilizing the Standard Industrial 
Classification numbers for business and industry. 

(2) Information on demographic characteristics of Illinois residents, 
using Census of Population data. 

(3) Illinois inmate characteristics. 

(4) Post-bonding information on employers and bondees. 

(5) Information on the fidelity insurance industry and on a similar 
fidelity bonding program in Canada. 

(6) Information on related insurance programs funded by Federal 
agencies . 

. All study data were received. in rawform~ much of it was incomplete, 

and some of it was inaccurate. Therefore, considerable effort was expended 

simply in preparing the data for processing, including correction of obviou~ 
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errors. It was also determined that a rigorous attempt at determining causal 

relationships between variables \'las not appropriate because of the gaps 

\'lhich existed in most of the available data. Instead, much effort has been 

devoted to providing accurate descriptive information, from a variety of 

perspectives, \'lhich constitutes a basic reference document on the bonding 

program between 1966 and 1974. 

In searching for conclusive indicators and/or reliable inter-relation-

ships between different types of data (e.g., claims submitted and length of 

bonding period) a significant number of tabulations, charts and miscellaneous 

data items have been accumulated. A concerted effort has been made to cull, 

integrate and present only the most relevant, useful or thematic results 

in this report. 

1.3.1 The Illinois Case Study 

The existence of maj or data gaps, and the uneven quality of the da'ta 

available for the entire bondee population, led to a decision to 

supplement the approach contained in the Research Desi gn with a 

case study approach involving in-depth analysis of the data from the State 

of Illinois, the only jurisdiction for which !vIT-UO forms (and hence a wide 

range of demographic and job related information) are available for all 

program participants. 

As a. result of the availability of Illinois !vIT-110 forms, it has been 

possible to create a relatively complete profile on the Illinois sub-set 

of program paTti cipants, including: 

e Program utilization data on Illinois bondees drawn from 
the McLaughlin monthly progress reports. 

• 

It 

Claims data on Illinois bondees drawn from the McLaughlin 
claims reports. 

Sel8cted elements of personal and employment history from the 
Illinois tvD'-110 forms. 

The Standard Industrial Classification data on 11linois bondecs 
assigned from SIC manuals. 
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• The responses of Illinois bondees to a mailed fallaw-up ins~Tument .. 

Demographic data on Illinois bondees are presented in Section 2.4. The 

operational cHaracteristics of the bonding program in Illinois are presented 

in Appendix F. Additional information concerning the results of the bonding 

program for Illinois bondees is contained ill Section 3.1.1. 

It should be noted that no claim is being made as to the statistical 

representativeness of the Illinois bondees as compared to all the 

participants in the program. However, Illinois has been in the program since 

its inception, has had the second largest number of participants, and has 

had participants with a varied mix of characteristics. It is both reasonable 

and instructive, therefore, to use Illinois as an illustrative case study 

for many aspects of the bonding program. 

1.3.2 Data Limitations 

As indicated above, there are wide variations in the legibility, 

accuracy, consistency and availability of data on the utilization and 

results of the bonding program. Additionally, the problem of collecting 

reliable data using sample survey techniques and existing sources of 

information was recognized at the outset of this study. Therefore, care 

was taken to test the feasibility of each aspect of the study (bondee 

and employer) before initiating the final surveys. These feasibility or 

pilot studies are presented as appendices to this volume. 

In each case, the results of the feasibility studies indicated, 

that with certain modifications, proceeding to the full scale survey was 

justified in terms of the research objectives and taking into consideration 

resource constraints and the lack o~ other data sources. The table 
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below presents the data categories and the appendix in which oach is 

discussed. 

Data Category 

McLaughlin Monthly 
Computer Printouts 

~lT-110 Forms 

Claims Data 

SIC 

Post Bonding Infor­
mation from 
Employers 

Post Bonding Infor­
mation on Bondees 

F~asibility Report Title 

Initial Conclusions Drawn From 
Available Data for an Analysis 
of The Federal Bonding Program 
pp. 2-7 

Same as above, pp. 8-13 

Same as above, p. 15 

Assignment of SIC Categories 
to Bonded Jobs 

Report on Employer and Bondee 
Survey Pretest, pp. 2-5 

Report on Employer and Bondee 
Survey Pretest, pp. 6-16 

Bondee Follow-Up, Summary 
Pretest Phases I & II 

Update on Bondee Survey fbta 
(Phase IV) 

Appendix Source 

Appendix A 

Appenclix A 

Appendix A 

Appendix B 

Appendix C 

Appendix C 

Appendix D 

In sh~rt, the conduct of the analysis of the Federal Bonding Program 

has reaffirmed several common research problems ill addition to the we11-

known drawbacks of research on offender rehabilitation programs in the 

manpower field: the difficulties of drawing iron-clad conclusions from 

dated and incomplete data; the virtual impossibility of obtaining follow-

up data after individuals hqve left a program if no provision for such 

longitudinal follow-up has been made in advance; and the lack of incentive 

or even reluctance on the part of respondees. 

9 



The elapsed time between the period when many individuals were 

bonded and the conduct of this study has greatly complicated the problem 

of filling in gaps and correcting errors in the data. The recovery of 

missing data (data that should have been supplied to the Department in 

the form of MT-IIO forms) proved to be a particulatly difficult task; 

many MT-IIO forms were totally unrecoverable. Reconciling discrepancies 
f j 

in other data sources (such as the McLaughlin monthly progress reports) 

has also proven to be virtually impossible. 

The employer follow-up suney was primarily affected by the passage 

of time (many firms had gone out of business) and some employers' 

d is inc lina tion to confi rm participation in the program. 

The problems involved in conducting follow-up of ex-offender 

program participants up to eight years after the fact are even more 

severe. The high rate of geographic mobility of ex-offenders, combined 

with the active efforts of many ex-offenders to "cover up their tracks" 

appear to make it impossible to contact a representative sample of 

individuals who participated in the program more than a year or two 

ago. Recent bondees, on the other hand, can provide only limited data 

on the results of the program; they have little or no post-bonding 

experience. 

The inability to use centralized confidential data sources such as 

the F.B.I. or I.R.S. made location of a substantial number of individual 

whereabouts impossible. Reluctance to respond may characterize those 

ex-offenders who were successful in starting a new life and who have 

a good deal to lose by being traceable. ~ n 
It is important to reiterate that these limitations are not unique 

to the current study. Previous manpower research on the offender or ex-offender 

population has encountered similar problems. Most instructive 
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are the experiences of Morgan V. Lewis as related in his presentatjon on 
I 

"Finding the Hard-to-Locate", in which he reviewed st.udies which used 

various follow-up survey research methods.* In the one study which 

relied on data comparable to our own (6-7 years) Dr. ~1, Bright, not 

studying offenders, had an 8% response rate (very comparable to our 

own) , 

Even more relevant to the problems of conducting research with 

offender populations is the experience discussed in An Evaluat jon 0 f ~([)TA 

Training Provided in Correctional Institutions, Volume 111.** In this 

case, however, substantial resources were available to both the original 

program and the research effort in the form of longitudinal follow-up 

information systems and a multi-year large-scale research effort (neither 

of which were available to the bonding study), In fact, most of the 

recidivism and employment data used in the report II'as collected only 

through the institution of an additional follow-up system based upon 

making contact with incarcerated inmates and offering incentive payments 

for maintaining contact after release from prison, Secondly, the inmate 

-training evaluators indicated the impossibility of locating ex-offenders 

who had been released for comparatively short periods of time: many of 

them within the past year. The problems of follow-up are, of course, 

severely exacerbated when, as in the analysis of the bonding program, 

efforts were made to locate individuals who had left the program as long 

as eight years prior to the conduct of the study. 

* 
, 

Morgan, Lewis, "Finding the Hard-to-Locate: A Review of Best Practices," 
in Evaluating the Impact of Manpower Programs, edited by Michael Borus, 
(Lexington Books: Lexington, Mass., 1972) pp. 145-154. 

** Report prepared by ABT Associates, May, 1971, under Contract 43-9-008-23 
to the U.S, Department of Labor, Manpower Administration. 
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In a recent Manpower Administration evaluation of a Pre-Trial 

Intervention Program, follow-up was not even attempted with certain 

classes of study subjects because of locational difficulties.* 

It was the opinion of both the Contract Research Corporation research 

team and the Office of Policy,Research and Evaluation Project, Officer, 

that the investment of more resources to improve response rates was not 

consistent with the overall program analysis objectives of this study. 

Within the limitations imposed by the size and length of the study, it 

was decided to expend the bulk of the data analysis resources on program 

analysis rather than on attempts to increase data reliability which were 

considered to have a marginal chance of success. This decision was 

directly tied to the poor quality of the data originally obtained for 

the Department of Labor and the low response rate in both the pilot and 

the actual surveys. In each case. the separate selection of samples 

resulted in nearly identical response rates. There was no justification 

for allocating both the subs tantial time and moderate expense of an 

additional survey. As should be quite clear from our discussions of 

each of the data categories in the appendices of Volume II, working 

with material collected seven and eight years ago fof non-research 

purposes involved substantial problems beyond those specifically inherent 

in offender research and generally in retrospective data analysis. In 

summary, therefore, the study. team felt it more important to focus its 

energies on explaining what data was available rather than on chasing 

statistical purity. 

* Pre-Trial Intervention: A Program Evaluation, report prepared by ABT 
Associates, July, 1974, under Contract 83257206, for the U. S. 
Department of Labor, Manpower Administration. 
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1.4 Summary of Findings 

The findings of the Program Analysis are discussed in detail in the 

remainder of this report. As indicated in Section 1.3 above, there are many 

shortcomings in the data bases from which many of the findings arc drawn. 

Therefore, each finding must be considered within the restrictions imposed by 

the limitations in the data. In order to aid the reader in placing the findings 

in the proper context, each finding is followed by an indication of the data 

category upon which it is based and the section of the text where it is 

discussed in greater detail. 

1 . 

2 . 

3 . 

4 . 

5 . 

6 . 

7 . 

During the period from June 1966 
6655 separate bonds were issued. 
2.1. 1) 

through the end of July 1974, 
(Printout data for all bondees, 

During this period 6401 individuals were bonded. (The discrepancy 
can be explained by the fact that 225 individuals were bonded more 
than once.) (Printout data for all bondees, 2.1.1) 

Bonding activity occurred disproportionately in a small number 
of states. Roughly three of every ten bondings took place in 
California. Fifteen states had ten or fewer bond ings. (Printout 
data for all bonciees, 2.1.2) 

Roughly half the bondees were covered at the maximwn rate, $10,000 
of COVel1.ge. (Printout data for all bondees, 2.1.1) 

There has been wide variance in the amount of time individual 
bondees have been covered. About half the bondees were covered 
for six months or less. About a quarter were covered for only 
one or two months. About one in twenty-five was covered for 
three or more years. (Printout d~ta for all bondees, 2.2.2) 

There appears to be a pattern in which bonding activity peaks in 
a given jurisdiction within a year or two of its implementation 
and then slowly declines. (Printout data for all bondees, 2.2.3) 

The average cost of the program per bonding has been approximately 
$ 150.00. (Printout data for all bondees, 2.2.4) 
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8. The loss ratio -- the ratio of dollars paid in claims to premiums 
collected -- for the bonding program is somewhat lower than that 
which has been reported for comparable activities in the fidelity 
bonding industry as a whole. This may, in part, be a reflection 
of the fact that premiums for the bonding programs have been con-
s iderably higher than those which arc standard. (Default data on all 
bondees, information supplied by the Surety Association of America, 2.3.1) 

9 I. The "defaul t rate" for the bonding program is under two percent. 
In other words, claims have been paid on fewer than one in fifty bondoes. 
(Comparable figures are not available for the insurance industry a 5 a 
whole.) (Default data on all bondees, 2.3.2) 

10. The claims filed on bondees appear to be occurring disproportionately 
among some industrial classifications, particularly automobile service 
stations. (Default data on all bondees; SIC data on 258 of 295 defaulters, 
2.3.2) 

11. Once an individual has been bonded for one year, the likelihood of a filed 
complaint upor. that bondee is significantly reduced. (Print-out data for 
268 bondees, all of those who had claims filed through 1974, 2.3.2) 

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

13. Bondees appear to be predominantly non-white. (~n'-110 data for all 
Illinois bondees, 2.1.3) 

14. Sondees appear to be overwhelmingly male. (MT-110 data for all Illinois 
bondces, 2.1.3) 

15. The majority of bondees appear to be under 34. (~H-110 data for all 
Illinois bondees, 2.1.3) 

16. Illinois bondees appear to be t}1)ical of Illinois inmates in many respects. 
(MT-110 data for all Illinois bondees, data on Illinois inmates, 2.1.3) 

17. Bondees appear to be better educated than the typical ex-offender. (~IT-110 
data on Illinois inmates, data on Illinois inmates, 2.1.3) 

18. In many respects the Illinois bondees appear to be as well-educated as 
the average citizen of Illinois. (MT-110 data on all Illinois bondees, 
1970 Gensus data on Illinois, 2.1.3) 

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

20. Manufacturing, retail and service appear to be the three major indus­
trial classifications into which the most bondees have been placed. 
(Print-out data for one-quarter of the bondees, ~IT-IIO data for all 
Illinois bondees, 3.1.1) . 

21. 111inois bondeesappear to be concentrated in a number of standard indus­
trial classifications disproportionately to the size of those occupations 
in the total Illinois economy. (MT-110 data on all Illinois bondees, 
1970 Census Data for Illinois, 3.1.1) 
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22. Bondees are -Working in a wide range of jobs. Some are doing 
unskilled blue collar work; others are holding down professional 
and supervisory jobs. (Bondee follow-lip mailing I 53 respondents, 
3.1.1) 

23. The great majority of respondent employers of bondees currently 
require fidelity bonding for all their employees. (Employer follow­
up mailing, 49 respondents, 3.2) 

24. The great majority of respondent employers of bondees use blanket 
bonds. (Employer follow-up mailing, 49 respondents, 3.2). 

25. Many respondent employers of bondees have requested waivers of the 
restrictive bonding clauses from their insurors. (Employer foUow­
up mailing, 50 respondents, 3.2) 

26. A significant proportion of respondent employer requests for waivers 
of restrictive bonding clauses were turned down by insurors. 
(Employer follow-up mailing, 23 respondents, 3.2) 

~7. The respondent employers of bondees were located primarily in 
inner cities. (Employer follow-up, 3S respondents J 3.2.3) 

28. The respondent employers of bondees were primarily in the retail 
trades, (Employer follow-up mailing, 35 respondents, 3.2.3) 

29. TIle respondent employers of bondees are predominantly large busi­
nesses (with twenty or more employees). (Employer follow-up 
mailing, 35 respondents, 3.2.3) 

3~. The respondent employers of bondees typically hired three or fewer 
bondees. (Employer follow-up mailing, 3S respondents, 3.2.3) 

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

32. The bonding program does not appear to have been the cause of any 
significant changes in insurance industry practice relative to 
bonding ex-offenders. (Int erviews with representatives of the 
fidelity bonding industry, 3.3) 

33. The respondent bondees report maj or increases in salary betlveen 
their jobs ~rior to the bonding program participation and their 
current employment. (Bondee follow-up mailing, 30 respondents) 3.4) 

34. The respondent bondees report job retention which is considerably 
greater than is suggested by the data on time of bonding. (Finding 
# 6). The majority of bondees held their bonding jobs for more 
than one year; a significant proportion of them report retention of 
four years or longer. (Bondee follow-up mailing, 63 respondents, 3.4) 
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36. 

There are some indications that an appreciable number of bondees 
may have been listed on the monthly progress reports as still 
bonded when in fact they had left their bonding program jobs. 
(Bondee followup mailing, 63 respond~nts, Section 3.4) 

The great majority of respondent bondees feel favorably towards the bonding 
program. A similar proportion report that they feel that the 
program was useful to them in getting future jobs. (Bondee follow-
up mailing, 32 respondents, Section ~.4) 
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1.5 Conclusions 

Based on the findings presented in Section 1.4, and taking account 

of the strengths and weaknesses of the data upon which these f~ndings 

are based, two basic conclusion~ can be reached: 

1. 

2. 

The bonding program appears to be achieving significant 
results for at least some ex-offenders at a relatively 
low cost. But the data are not good enough to develop 
definitive estimates of program impact. 

The wide discrepancies in program utilization and reslil t.s 
among the bondees suggest that the progrmn has worked con­
siderably better for some bondees than for others. Efforts 
to pinpoint who is b03t served and why this occurs should 
enable the Department to improve the program to reach its 
full potential in improving the employability of ex-offenders. 

These conclusions are based upon ten supporting conclusions. Each 

of these is presented and explained below: 

3. The data do not permit judgments concerning the overall satis­
faction of program participants, but a majority of those 
bondees and employers for whom information 1S available JHlVl' 

indicated strong satisfaction with the program. Similar 
satisfaction has been expressed by the officials of the public 
Employment Service and the insurance broker which has serviced 
all bondirrg contracts to date. 

The attitudes of employers and bondees tmvard the bonding progr:llll are 

discussed in Sections 3.2.4 and 3.4.3 respectively. In each case, the respon-

clents to a mailed instrument reported a good deal of satisfaction; many 

employers indicated a willingness to hire additional ex-offenders. The 

satisfaction of the Employment Service and of the insurance contractor 

were determined in the course of research for the History of the Bonding 

Program and are discussed in that document. 

4. Evidence suggests that the basic expectation of the bonding 
progrDm designers has been met, namely that the bonding pro­
gram .has helped large nwnbers of individuals to get jobs 
which they were barred from holding because of the restrictive 
clause in standard blanke~ bonds. 

A good deal of the evidence for this conclusion is based upon 

analysis of all bondees and is therefore fully trustworthy. Some of the 

data are based only on Illinois bondees amI thus the conclusion depends in 
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in part upon an assumption that the Illinois bondees are typical. Thus, for 

example, the vast majority of bonding program participants in Illinois 

have been ex-offenders and (at least in Illinois) these participants 

appear to be remarkably typical of the ex-offender population as a whole 

in terms of demographic characteristics. 

Additional findings supporting this conclusion are based upon the res-

ponses of fewer than fifty employers to a mailed instrument. As such, there 

is some question as to how far they can be generalized. Nevertheless, as 

stated in Section 3.2, a majority of the employer respondents required bonding 

for all of their employees, thereby ruling out the possibility that they would 

employ anyone who could not get such coverage. The importance of the restric-

tive clause in the standard blanket bonds is underscored by the fact that 

the majority of the employer respondents indicated that they used blanket 

bonds. 

5. There are some indications that the bonding program 
has helped participants to get better jobs than they would 
otherwise have gotten, 

As is discussed in Section 3. 4, the results of the bondee followup 

mailing indicate that the majority of responding'bond~es report significant increases 

in salary between their jobs prior to the bonding program and their current 

employment. A majority of these bonding program respondents report retention 

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

may help to explain this finding. It should be stressed however, that these 

findings are based upon a four to six per cent response rate to our mailing 

(and represent only about one percent of the tot,al number of bondees). 

There£ore,extreme caution must be used in generalizing from this group to the 

entire bondee population. 
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6. The expectations of the bonding program designers with 
respect to the trustworthiness of mo~t ex-offenders appear 
to be justified. 

As is discussed in Section 2.3.2, approximately one in fifty bondees" has 

been the subj ect of a paid claim, yielding a "2% ciefaul t rate. I' There is no 

way to compare this figure with the "default rate" in standard commercial 

bonding, but the result is considered significant in itself by Department of 

Labor staff, given the criminal records of the vast majority of bondees. 

., 
/ . There is no objective basis in the available data for 

resolving the dispute betw~en employers and insurors as to 
whether or not the former tend to use "unbondnbilitylt 
to cover up unwillingness to hire ex-offenders. 

Insurance industry spokesmen have indicated that there is less of an trun -

bondability" problem than is often assumed; they maintain that, in most cases, 

they are willing to make exceptions to the exclusionary clauses whenever employers 

give them good reason to do so. This position has been taken by a number of 

individuals both in the industry trade association and in the fidelity bantling 

departments of America's largest insurors. 

On the other hand, as indicated in Section 3.2, the respondents to the 

employer followup questionnaire indicated that requests for exceptions are 

turned down about as often as they are approved. 

8. There have been no maj or changes in fidelity bonding industry practic:~s 
which can be attributed to the bonding program. 

9. There is little likelihood of fidelity bonding industry change in the 
future based upon the criterion of profitability of bonding "unbondables lt • 

Although the analysis of the loss experience of the program in Section 

2.3.1 indicates that the loss ratio for the bonding program is lower than the 

comparable ratio for the insuranc~ industry as a whole, there arc a number of 

unverifiable points made by leaders of the insurance industry which tend to 

reduce the importance of this finding from the insurors' point of view . 
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10. A number of important questions concerning the need for fidelity 
bonding and the impact of the program remain unanswered at this 
point. TIlese questions involve: 

a. The incidence of fidelity bonding in different occupa­
tional groups and geographic locations. 

b. The average level of coverage of bonding for specific 
jobs and industrial categories nationwide and within speci­
fic geographical areas. 

As is indicated in Section 3.2, the Surety Association of Amerlca has 

only limited data on the incidence of fidelity bonding nationwide and in 

specific industrial classifications. Although the Surety Association esti-

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

fact covered, there are no comprehensive statistics concerning variations 

in utilization of fidelity bonding in different industries and geographic 

regions. Similarly, there are no available statistics concerning the average 

amounts of coverage. The fact that roughly half the bondees were covered for 

the maximum amount ($10,000) suggests that the limit may be too low and 

that bondees may be excluded from certain jobs in certain industries because 

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

this issue. 

11. Lack of appropriate data makes it difficult to interpret the wide 
variation in program utilization definitively. The available 
data raise--but fail to resolve--such questions as the following: 

a. Why are there such wide vc.triations in the proportions of bonding 
activity in different occupational groups and geographic areas? 
Are these disproportions reflective in any way of Employment 
Service practices? 

b. Why are there such vax:iations in length of time bonded? Why, 
in particular, were one-quarter of the bondees covered for 
only one or two months? If the bondees left their employers 
after this short 'period of time, what can be done to improve 
the bonding program retention rate? On the other hand, given 
the finding that a s'ignificant proportion of respondents to 
the bondee follo~up mailing reported retention of four years or 
more, is there anything that can be learned from these "exem­
plary" placements that can be used to improve the placement 
process for others? 
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c. Why are there such variations in the proportions of filed 
claims among different industrial classifications ann geogra­
phic areas? 

Many of these questions could be answered through an experimental 

effort to keep detailed records of job development and other contacts with 

potential employers of bondees and improved periodic followup with bondees 

and their employers. (TIle finding that nearly one in six re<o.pondents to 

the bondee followup mailing indicated that they left their bonding employment 

prior to the recorded termination date on the ~~Laughlin monthly progress 

reports also suggests that additional attention may need to be paid to 

followup activities.) 

This experimental followup activity could begin after the initial refer-

ral and could continue both while the bondee remains on the job and for 

several years thereafter. 

12. There is some evidence that the program operates more actively 
when expansion or modification focuses ~ttention on the bonding 
program at the local level. 

As is discussed in the History of the Bonding Program, it was believed 

that the initial failure of the bonding program to produce more placements 

was, in part J the result of lack of efforts to "push" the program among ES 

staff and among employers. The December, 1966 meeting of bonding Sponsors 

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

increase in bonding activity. 

As is discussed in Section 2.2.3, there appears to be a general pattern 

in utilization of bonding within a state or locality: bonding activity peaks 

within a year or two of implementation of the project, then slowly "declines. 

Analysis of plac·ement data suggest.s that this pattern was interrupted by the 

decision to "go national" and the subsequent issuance of new administrative 

directives. Thus, for example, six of the states had statewide bonding 
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activity prior to 1971, when the program was expanded to a national scope. 

Bendings went ~ during the first year of the national program in five of 

the six states (the one state that did not fit this pattern witnessed an 

enormous jump in bonding activity the year after). This finding may be 

caused by a number of factors, but certainlY the attention given to the 

program by ES staff is likely to be one of them. I : 
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fl 1.6 Recommendations 

The following recommendations are based upon data presented in 

the History of the Federal Bonding Program as well as the data contained 

in this Program Analysis. Recommendations for Departmental action are 

presented first; they are followed by recommendations for further re­

n search on the program. 

,~ ... ~ 
,~ 

n 

1.6.1 Action Recommendations 

1. The Department of Lahor should continue funding fidelity bonding 
activities utilizing an under~riter/contractor and tile current 
program design and administrative structure pending the results 
of research which can suggest methods for improving program 
effer~ti veness. 

While definitive conclusions on the results of the bonding program cannot 

be drawn from the available data, the program does appear to have achieved 

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

Available evidence suggests that the program has enabled many ex-offenders to 

get jobs which they could not otherwise have obtained. Bondee earnings and 

retention data, as well as the satisfaction expressed by bondees and th~ir 

employers, provide strong indications of positive impact. 

Finally, and perhaps most importantly~ the program does provide a service 

which does not appear to be duplicated anywhere else. Without such a program, 

there would apparently be no way in which large numbers of ex-offenders could 

be placed in jobs which require bonding. 

On the other hand, the varlabili ty in prOl!ram outputs sUl!l!ests 

that there is a potentinl to effect chan~es which can improve overall 

program performance in many respec.ts,. Some of the directions which should (and 

should not) be taken have become clear during the conduct of this study. Thus, 
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for example, the program designers had been considering the possibility of 

"eliminating the middle man" and creating a bonding program in which the United 

States Government provides insurance coverage directly. There is little evi­

dence to support such an alternative at the present time. Calculation of the 

costs of this option is beyond the scope of this study, but as is noted in 

Appendix II, the General Accounting Office recently recommended rej ection of the 

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

program. A careful study of the costs and manpower requirements for U.S. 

,Government 'Iself-insurance ll should be completed before this alternative is 

given serious consideration. 

On the other hand, there are no data whatsoever concerning many other ad-

ministrative arrangements for the program. Suggestions for collecting needed 

data are included in 'Section 1.6.2 below. 

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

Improved followup would serve both immediate operational and longer range 

research purposes. Operationally, improved followup could become an integral 

part of a broader system to insure that bonding program funds are being effec-

tively spent. Roughly one in six respondents to the bondee follo\\up mailing 

indicated that they had left their bonding jobs prior to the date recorded on 

the McLaughlin monthly progress reports. Regardless of whether or not the one 

in six ratio is representative of the bondee population as whole, this firidin'g 

points up the fact that there is a potential for misallocation of funds in the 

"bonded until further notice" system in which an individual is covered under 

the program until the employer takes some positive action to terminate the bond. 

Since the employers are not paying anything for the bond, they have little 

incentive to report terminations promptly. 
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Consideration should therefbre be giver to development of a followup 

system in which a bondee is dropped from the rolls unless evidence is received 

stated that he is still employed at the bonding job. This system could also be 

adapted to accomplish the research purposes described in Section 1.6.2 below in 

which the data from improved followup could be used to help plan and implement 

improved administrative procedures throughout the counselling, placement and 

followup processes. * 

While the benefits from improved followup are clear, the costs of such 

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

followup procedures on a pilot basis before selecting the one to be implemented 

nationwide. 

3. The Department of Labor should revimv the results of this study with 
the leadership of the fidelity bonding industry in order to explore 
whether or not any further efforts at institutional change appear 
worthwhile. 

It is by no means clear that contacts with the leadership of the Surety 

Association of America and fidelity bonding specialists among leading under-

writers will result in any concrete benefits· to the program. But the potential 

exists. Possible benefits include the following: 

Provision of "technical assistance" to the Department by insurors 
concerl1ing possible improvements in the design and administration of 
the Federal Bonding Program. 

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

While it docs not seem likely that major changes in insurance industry 

practice wi.ll be promoted by the data contnl.ncd in tIlLs Final Report, the 

reactions of industry experts to these data may provide the Depattment with 

USeful insights in refining and improving the program model. Meetings on this 

,.. These further uses of follow-up data arc discussed in Section 1.6.2 below. 
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topic may well pave the way for further government-industry cooperation. At 

minimum, such meetings would meet the expressed desires of fidelity 'bonding 

specialists to learn more about the Federal efforts. 

The Canadian experience with fidelity bonding of ex-offenders provides 

some (albeit speculative) evidence that American insurors may be persuaded to 

cover a larger proportion of ex-offenders than they now are willing to accept. 

As is discussed in Appendix G, Canadian insurors have entered into an agree-

ment with the government to consider applications from ex-offenders if they 

are recommended by parole officers, probation officers, or members of vo1un-

tary after-care agencies. This voluntary program has served only a limited 

number of ex-offenders, but virtually all of these recommendations have been 

accepted. There would, therefore, seem to be at least potential for a similar 

arrangement in the United States. 

1.6.2 Research Recommenc1ations 

Despite the conclusion that the bonding program appears to have demon-

strated its utility, the data suggest a number of areas where further research 

might promote refinement of the program design and administrative structure in 

order to improve program performance. In.many cases, basic data concerning 

the role of fidelity bonding in the economy are not available. In order to 

determine whether or not the bonding program is currently reac.hing all those 
. ' 

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

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

a. What is the scope of fidelity bonding requirements in the 
United States? 
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n b. How do fidelity bonding requirements vary among different 
industrial classifications and geographic areas? 

~ In' addition, there are a number of findings concenting variatio'ns in pro-

.. gram utilization which can be explained by several factors, only some of which 

n 

relate to program design and administration. In order to distinguish between 

these and other factors: 

5. The Department of Labor should carry out research to ansl",er the 
following questions: 

a. Why has bonding activity been disproportionate among specific 
industrial classifications and geographic locations? 

b. Why has the claims experience been disproportionate among certain 
industrial classifications? 

As was indicated in Section 1.5 of this volume, there is a 

wide range of findings which raise questions concerning the specific elements 

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

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

a. \~lY do significant proportions of bondees apparently leave their 
bonding jobs after only a month or two? 

b. To what extent is the bonding program information system failing 
to provide up-to-date infonnation concerning tenure of individuals 
in bonded jobs? 

c. Why do some placements result in significantly longer retentions 
than do others? 

d. To what extent has the $10,000 limit excluded bondees from certain 
jobs? 

Many of these questions are unanswerable today because of difficulties in 

contacting bondees and employers many years after they have concluded partici-

pation in the program. TIle follo\ffiP activities described in recommendation #2 

above should, therefore, also be designed to provide (at least on a pilot basis) 

the kinds of infonnation Deeded to answer these questions. 
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Completion of this research would ~nable the Department to promote strcn~tl\-

ening of the counselling, placement, and employer relations activities of the 

public Employment Service through provision of information on: 

(9 Tho kinds of jobs which usually require bonding and those which do not 

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

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

u wider pool of openings suitable for bondees and for planning of employer con-

tact activities. Similarly, it would provide additional guidan~e to ES counsel- r 
lors in their efforts to find satisfactory placements for ex-offenders. In 

short, collection and analysis of followup data should enable the Employment 

Service to minimize inappropriate referrals and hence achieve its twin objec-

tive of improving service to employers and service to disadvantaged job seekers. 

With the collection of systematic followup data, it would then be possible 

to carry out the following recommendation: 

7. The Department should seek to determine whether or not there exist 
correlations between specific administrative procedures and "success ll 

in the bonding program. 

Examination of the Employment Service Local Office procedures by which the bond-

ing program is administered is beyond the scope of the current research. But the 

wide variations in program outputs discussed in this volwne of the Pinal Report 

raise the possibility that some Sponsors have developed procedures which 

contribute to better placements and lon~er retention. 

Once better output data is available, it should be possible to determine 

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

outputs and such administrative variables as (a) whether or not bondees are 

treat..::d as IIspecial applicants" and referred to specialists and (b) the .presence 
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or absence of related .ex-offender activities in the State ES or Local Office such 

, ~ as the Model Ex-Offender Program (HEP) , While it is unlikely that such research 

will produce definitive results, it may well suggest future directions for ad-

ministrative strengthening of the bonding program, 

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

istered suggests that it would be useful to explore ways in which some elements 
'*"~ 
~ of decentralization can be included in the program model: 

r! 
l~ 

D 

8, The Department should develop and test the feasibility of alternative 
bonding 'models which give a larger role to CETA Prime Sponsors. 

There is a good dcal of uncertainty concerning' the appropriate role fOT. 

the bonding program under CETA. This uncertainty results from the referenc-e to 

I/:~ssisting in secudng bonels" in the Title I listing of activities which may he 

included in a Prime Sponsor's comprehensive manpower program. At the same tiiUl', 

[)L;cause of the preponderance of ex-offenders in the bonding program, authority 

for fidelity bonding acti vi ties appears also to be present under the CETA 

i'i tIe III reference to lIprocedures to insure that (offender) participants arc 

provided with such manpower training and support services which will enable 

them to secure and obtain meaningful employment." 

Although these two bases for bonding authority create some ambiguity, it 

appears extremely unlikely tl1at any Prime Sponsor would be able to contract for 

pre-arr.anged commercial bonding for its CETA trainees. Pending breakthroughs 

in the fidellty boncline industry, it wuuld thus seem necessary for anyone 

wishing to arrange for bonding of ex-offenders to develop 11 nationwide l;ontract 

with an underwriter similar to the existing Nanpower Administration contract. 

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

the bonding program ~hich does not include a strong federal role. But the 
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exact nature of that role, and the relationship of the Department of Labor 

National Office bonding staff and CETA Prime Sponsors arc by no means certain. 

In planning the future relationship between the Department and CETA Prime 

Sponsors in the administration of the bonding program, it will be important 

to remember the language of the Comprehensive Employment and Training Act of 

1973 and supporting regulations which stress the need to avoid duplicntion of 

efforts and to fund delivery agents of proven effectiveness. 

Gi ven this legis latj ve mandate and the a\'ailab Ie data on bonding program 

administr~tion, a wide range of options remains. Under one such option, bonding 

would continue to be avai lab Ie through all 2400 Local Offices of the 

Employment Service, as is currently the case, but Prime Sponsors would have the 

option of designating an additional agency as a bonding Sponsor as well. In 

cases in which Prime Sponsors are heavily utilizing the Employment Service for 

placement, they would have no reason to designate any additional Sponsors. But 

if the Prime Sponsors were using other agenci~s to accomplish the placement 

function, they would have the option of designating that additional agency as 

a bonding Sponsor as well. In all cases, the bonding units would be supplied 

tlfree" as part of a National Office appropriation, and the bonding Sponsol' would 

be responsible for absorbing the administl'ative costs of the program. 

The advantage of such a system is that it would give Prime Sponsors addi-

tional flexibility in utilization of the bonding program, enabling them to use 

agencies other'than the Employment Service if they chose to do so. The dis-

advantages would include the additional ,dministrative complexity l'esultingfrom 

.the inclusion of additional bonding Sponsors, although this might be minimized 

by utilizing a State\vlde intermediate Sponsor playing a role similar to that 

which State ES offices currently play -- or continuing the use of the 
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State ES agency as sponsor for all bonding in the State -- whether bonding 

was carried o~t by ES Local Offices or not. 

Other options which entai 1 using the availabi li ty of "free" bonding 

slots to Prime Sponsors as an incentive to promoting offender manpower 

activities also appear feasible and worthy of further consideration. 

Finally, the need to conduct the research described above in a scientifically 

rigorous manner and to communicate the resul ts of this research to key decision-

makers in the insurance industry and husiness community suggests thnt the 

research process could be strengthened if the Department adopts the 

recommendation that: 

9. The Department should plan and implement the above­
described researcll utilizing an advisory committee 
composed of academic experts in manpower and criminology 
as well as public and private sector participants. 

The presence of academics on the comm~ttee would help to insure that 

the latest research in offender rehabilitation is utilized. The public 

and private sector participants could provide practical input into the 

research design and data interpretation and could disseminate findings to 

their respective organizations. 
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2.0 OPERATIONAL CHARACTERISTICS OF THE FEDERAL BONDING PROGRAM 

Section 2 describes in some detail the operatio~al characteristics 

of eight years of program, activity. That is, the section presents 

data on !'tow many individuals participated in the program, from where, 

at what time, for how long, at what cost in premiums, and so on. 

It should be recalled that this report docs not constitute an evnJuutlon of 

the program; however, trends in the data nrc pointed out wherever appropriate 

in order to suggest areas for further investigation. Basic demographic 

characteristics for Illinois bondees are presented as the best available in-

dicators of such characteristics for all bondees. 

2.1 Bondi.ng Program Participants 

This subsection summarizes the following characteristics: . 

Number of bonds issued, nwnber of individuals covered, and geographic pat-

terns of bonding activity. Additional characteristics of program utilization 

arc discussed in Section 2.2. 

2.1~1 Nwnher of Bonds Issued, Individuals Covered 

Analysis of the McLaughlin monthly progress 'reports indicates that 6655 

bonds were issued under the Trainee Placement Assistance Demonstration Projects 

and their successors in the Federal Bonding Program, between the program 

startup in June 1966, and .July 1974, As is shown in Exhibit 2-1 below, roughly 

three-eighths of these bonds were issued during the time when bonding 

was an experimental program administered by the Office of Policy, Evaluation and 

Research; the remainder took place under the national program administered by 

the United States Employment Service. 

These 6655 bonds were issued to a total of 6401 individuals. The discrepancy 

betwcen these two figures i.s explained in Exhibit 2-2. Of the 6401 hondees J 
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225 (or 3.5 percent of them) were bonded two or more times; five were bonded 

~ * t1 four or more times. One individual was bonded six times. 

n 

n 
o 

n 

EXHIBIT 2-1 

BONDING ACTIVITY BY PROGRNvl STATUS 

(N=6655) 

Trainee Placement 
Assistance Demonstration 
Projects - 1966-1970 

Federal Bonding Program 
1971-1974 

Bonds Issued 

2529 

4126 

TOTAL 6655 
Source: ~lcLaughlin ~Ionthly Printouts 

2.1.2 .Geographj cal Patterns of Bonding Activity 

Percent 

38.0 

62.0 

100.0 

Within a few months of the implementation of the first Trainee Placement 

Assistance Demonstration Projects, OPER, and USES officials become aware of the 

fact that new bondings were occurring disproportionately at a limited number , 

of site;. On-site reviews of these initial bonding Sponsors led to a conclu-

sian that bon dings were occurring most often where Spon,sors were taking an active 
) 

role in promoting the program among their own staff and in the community. ** 

This pattern of disproportionate utilization of :the program has persisted 

throughout the history of the program. As is shown in Exhibit 2-3, more than 

one-half of the bondings throughout the history of the program have taken ·place 

in just four states, California, Illinois, New York and Oregon. California alono 

* This discrepancy between the number of bonds and number of bondees campI ie,ate's 
the analysis of much of the bonding program data. All of the data on the 
universe of bondees presented in this report should, more properly, be 
called data on "bondings", some of which have involved the same bondees. 
For purposes of simplicity, however, the term "bondees" has been utilized. 

** History..2i the Federal Bonding Program, pp. 83-91. 
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EXHIBIT 2-2 

NUMBER OF THIES BONDED 

(N=6655) 

Bondce-s 

6176 

203 

Three Times 17 

Four Times 4 

Five Times 0 

Six Times 1 

Total 6401 

Bonds Issued 
To These Bondees 

6176 

406 

Sl 

16 

0 

6 

intouts 

has accounted for nC'arly thirty percent of the total bon dings , and has had 

almost four times as many bondings as its nearest competitor state. 

This concentration of bonding activity can be explained in part by the fact 

that many of those states with the highest numbers of bondeeshave participated 

in the program for longer periods of time. For example, the throe leaders in 

,totnl bonllings, Cn.liforni~l, [.llinois, lind New York, were pnrti.dpnnts i.n thl' 

initial Trainee Placement Assistance Demonstration Projects in June, 1966. 

Each of them has maintained a statewide operation since March, 1967. The fourth 

state, Ore.l!"ll, also achieved statewide status during the experimen'tal phase of 

the program and thus also gained a "head start" on many other s.tates of similar 

size.* 

*The expansion of the bonding program is discussed in detail on pages 
65-83 of the History of the Federal Bonding Program. 
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EXlUB1T 2-3 

GEOGRAPHIC DISTRIBUTION OF BONDING PROGRAM UTILIZATION 

(June, 1966 - July 31, 1974) 

Number of 
State Bondings 

California 1946 

Illinois 542 

New York 444 

Oregon 382 

Michigan 336 

~Iissouri 321 

Texas 304 

Ohio 286 

Georgia 169 

Indiana 154 

Washington 162 

Alabama 172 

Dist. of Columbia 221 

Florida 123 

Massachusetts 118 

Pennsylvania III 

Arizona 103 

Connecticut 76 

~laryland 56 

Wisconsin 51 

New Jersey 49 

Colorado 44 

Minnesota 44 

Utah 42 

Kansas 41 

Iowa 

New ~lexico 

41 

40 

Percent 

29.8 

8.1 

6.6 

5.7 

5.0 

4.8 

4.6 

4.3 

2.5 

2.3 

2.4 

2.6 

3.3 

1.8 

1.8 

1.7 

1.5 

1.1 

.8 

.8 

.7 

.7 

.7 

.6 

.6 

.6 

.6 

State 

!)J. Carolina 

Virginia 

Nebraska 

Nevada 

~lontana 

~laine 

Kentucky 

S. Carolina 

Louisiana 

Hawaii 

W. Virginia 

Tennessee 

Iuaho 

N. Dakota 

Vermont 

N. Hampshire 

Arkansas 

Rhode Island 

Oklahoma 

Wyoming 

Delaware 

Alaska 

Puerto Rico 

Mississippi 

South Dakota 

TOTAL 

Number of 
Bondings 

39 

39 

29 

23 

21 

21 

21 

14 

13 

11 

7 

7 

7 

6 

4 

4 

3 

3 

2 

1 

1 

1 

o 
o 
o 

6642 

Percent 

.6 

.6 

.4 

.3 

.3 

.3 

.3 

.2 

.2 

.2 

.1 

.1 

.1 

.1 

.1 

.1 

* 

* 
* 
* 
* 
* 

99.7 * * 
Source: ~1cL(lughlin ~lonth1y Printouts 

**Totals may not equal 100 due to rounding, 
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Exhibit 2-4 demonstrates that during the period since January 1, 1971, 

when the program has been available nationwide, the bondings are only slightly 

more dispersed. In the post-1970 period, more than half the bondings are still 

accounted for in only six states. 

At the other extreme, fourteen states (and Puerto Rico) have had fewer than 

ten bondings each, despite the fact that the program has been available in 

each of them since January 1, 1971. There have been no bondings whatsoever 

in ~Iississippi, Puerto Rico and South Dakota. 

In general, the State Employment Services in these jurisdictions have 

reported that there is little need for the program where it is not being used. 

They have reported that their staff have been made aware of the program, but 

due to employer and insurance company practices there is little need to utilize 

the bonding program. 

2.2 Additional Ch:l1':lctcristi.cs of lltj lization 

The characteristics of utilization of the bonding program discussed in 

this subsection of the report include: the amount of money for which bondees 

have been covered, the length of time for which they have been covered, 

additional patterns of bonding activity, and program costs. 

2.2.1 Rate of Coverage 

As originally implemented, the Trainee Placement Assistance Demonstration 

Projects provided for variable rates pf coverage ranging from $500 per month 

(one unit) to $5000 per month (ten units). After one year of operation of the 

demonstration program, the maximum coverage was raised from $5000 to $10,000 

per month (twenty units). 

Despite this flexibility, Exhibit 2-5 demonstrates that the majority of 

bondces have been covered at the maximum allowable level. In all, roughly one-

half of the bondees have been covered for $10,000; a fifth have be on covered 

for $5000; and the remainder for less than $5000. 

r 
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n State 

Cali fornia 

NelV York 

n 
~Iichigan 

Oregon 

Illinoi.s 

Texas 

EXHIBIT 2-4 

GEOGRAPIlIC UTILIZATION OF THE BONDING PROGRAM 

(January 1, 1971--July 31, 1974) 

Percent of State 
Number of Bondings Total Bonded 

Since 1971 Since 1971 

924 47.5 

298 67.6 

285 84.8 

244 63.9 

229 42.3 

229 75.3 

~ 
""i Ohio 189 66.1 -

Washington 162 100.0 

n Indiana 154 100.0 

Georgia 125 74.0 

Florida 123 100.0 

Arizona 103 100.0 

Pennsylvania 92 82.9 

~Iissouri 90 28.0 

Massachusetts 77 65.3 

Alabama 47 30.7 

District of Columbia 33 23.7 

Remaining 35 States 722 17.5 

Total 4126 

Percent of 
Total Bondees 
Since 1971 

22.4 

7.2 

6.9 

5.9 

5.S 

5.5 

4.6 

3.9 

3.7 

3.0 

3.0 

2.5 

2.2 

2.2 

1.9 

1.1 

.8 

17.5 

99.8 

Source: McLaughlin Monthly Printouts 

37 



EXHIBIT 2-5 

RATE OF COVERAGE OF BONDEES 
(Per Month) 

(N=6652) n . 
Percent 

Units Value Number Of Total 

1- ! $2000 or less 1056 15.9 

5 $2500 482 7.2 

6-9 $3000-$4500 252 3.8 ; 

f ~ 

10 $5000 1435 21. 6 -11-19 Bet\~cen $5500 and $9500 66 1.0 -~ 
20 $10,000 3361 50.5 

Total 6652 100.0 
Source: ~!cLaughlin Monthly Printouts 

2.2.2 Length of Time Bonded 

The original program directive for the Trainee Placement Assistance 

Demonstration Projects called for a one-year ~imit on coverage. This restriction 

was eliminated in June, 1967, the same time that the coverage limit was raised. 

At that time there was an expectation by the OPER program administrators that 

bondees would not be covered indefini toly; instead it \I/as hoped that after 

a year or eighteen months of successful participation in the progr'am, employers 

would be likely either to press their regular insurors to cover bOllJCCS, or 

to agree to employ them without any additional bontling requirements. 

In December 1970, the United Bonding Company agreed to provide coverage 

at "comparable cOIlUHCrC.lal rntes ll for bonding progr~lln participants who had 
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successfully completed eighteen months in the program (i.e., participated 

eighteen months without default).* 

In fact J the average bondee participated In the program considerably less 

time than either the one ~'ear or eighteen month limits. The median time 

of bonding for bondees who had terminated by July 1974 was 6.19 months.** 

(Due to a nwnber of especially high periods of bonding -- as discussed 

below -- the mean period of bonding was somewhat higher 9.87.) 

Exhibit 2-6 demonstrates that a large prQPortioll of bondccs was covered 

in the program for a very short period of time. About a quarter of all (ter-

minated) bondees were in the program for only a month or two; more than four 

of every ten were in the program for four months or less . 

There is no available data which indicates ~ most bondees terminated 

so quickly. The logical alternatives include the following: 

o The bondee left the bonded job voluntarily. 

• The employee left the bonded job at the employer's request. 

• The bondee kept the job and the employer decided to drop the 
requirement that he be bonded. 

• The bondee kept the job and the employer persuaded his insuror 
to include the individual in an establishment-wide blanket bond. 

It would seem unlikelYJ however J that a "successful" employment record of 

four months or less would be enough to persuade many employers or insurors 

to "take a chance" on the bondee. Therefore it seems reasonable to believe 

that many bondees terminated their employment either by their personal volition 

" 

* 
Such coverage has been pro~ided in about 60 cases since that time. 

** Calculations of amount" of time bonded have, in general, been restricted 
to those bondees \oJho had terminated by July 1974. Inclusion of individuals who 
were still participating in the program would have biased the results by inclu-" 
ding data for more than 1000 bondees whose eventual time of bonding at termina­
tion could be considerably longer t~an the amount of time during which they 
have been participating to daie . 
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or by that·of the employer. (One employer directly stated that 

turnover among bonding program participants was high, but that it-

was not higher than other workers in the same position.) 

At the other extreme" it can also be noted that 1032 bondees, representing 

15.5 percent of all bondees, participated in the program for more than eighteen 

months. Two hundred and forty-four bondees (3.7 percent of the total) were 

bonded for longer than three years. 

As was the case in the early terminees, it is impossible to determine 

precisely why these individuals remained in the program for so long a time. 

This might have occurred for any of the following reasons: 

e The employer was not informed of the suggested eighteen month limit. 

" The employer l'las informed of the suggested eighteen month l.i mi t and 
tried to get alternative coverage for the bondee, but was unable to. 

" The employer I\'as informed of the eighteen month limit, but was ul1l.;i.lling 
to pay for such cov'erage at standanl commercial rates ,.;hen he could 
get "free" coverage under the bonding program. * 

2.2.3 Other Patterns of Bonding Activity 

In reviewing the distribution of new bonding,s over the various geographic 

jurisdictions and over time, a number of patterns emerge. As was indicated 

in Section 2.1.2, bonding activity has occurred disproportionately in a 

small number of states. 

It is not possible, however, to translate these statistics into estimates 

of the relative effectiveness with which the various Employment 

Service offices were administering the program. Differences in number of 

bondings could be expected to vary with the effectiveness of program adminis-

tration. but they could also be a function of at least the following additional 

*As indicated above, standard coverage at commercial rates has been an 
availahle option only since December 1970. 
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variables: 

• Local employer attitudes toward requlrlng bonding of their employees 
regardless of whether or-not they have criminal records. 

o Local employer attitudes toward hiring ex-offenders regardless of 
whether or not they can be bonded. 

e Attitudes of insurors toward grantirlg exemptions from restrictive 
clauses. 

• Local economic conditions which might prompt an employer to raise 
or lower his hiring standards. 

III Po'pulation of ex-offenders and other hard-to-bond individuals 
within a particular geographic area. 

The kinds of data required to adequately isolate these regional variations 

necessitate a research effort beyond the scope of t~e current investigation, 

but which might be of use in future attempts to identify causality of regional 

patterns of uti lization. 

The post-1970 data for the Federal Bonding Program are particularly il-

Illstrative of the variati.ons among years and states because the program was 

oporational in roughly tho same number of sites throughout the period.* The 

total number of new placements reached its maximum in the second year of the 

national program, and appears to have entered into a period of decline since 

that time. The data for 1974 are based upon un extrapolation, but it appears 

that the total nwnber of bondings is not appreciably higher than that of 1971, 

the first year of the na%ional program. Exhibit 2-7 illustrates the trends 

in new bondings. 

*Interpretation of the data concerning the earlier E & 0 phase of the 
bonding project is complicated by the fact that the program was continuously 
expanding throughout this period. Thus, for example, a lessening of bonding 
activity at anyone site would be camouflaged by the surge of bondings from 
sites where implementation was more Tecent. It can be noted that the total 
number of bondings fOT 1969 was not appreciably higher than that for 1968, 

'despite tho fact that there was a maj 01' expansion of the program in the latteT 
year. There was no expansion in 1970, however, and this year saw a signifi­
cant downturn in bonding activity. 
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EXHIBIT 2-7 

NEW BONDINGS PER YEAR 

Bonding Assistance 
Demonstration Projects Number Percent 

1966 74 2.9 

1967 368 14.6 

1968 712 28.2 

1969 728 28.8 

1970 647 25.6 

TOTAL 2529 100.1 --

Federal Bonding Program Number Percent ----
1971 981 23.8 

1972 1345 32.6 

1973 1198 29.0 

1974*(through July only) 602 14.6 

TOTI\L 4126 100.0 
--

*An estimate for new bondings in J.974 can be derived in the following 
manner: 

(1) Analysis of the data indicated that there were 602 new bondings during 
the first seven months of 1974. 

(2) Analysis of new bondings for.ca1endar years 1971, 1972 and 1973 indi­
cated that bonding takes place at a fairly constant rate throughout 
the year. 

(3) Therefore, an estimate for new bondings for calendar yenr 197,1 can he 
cleTived by multiplying 602 by J2/7 to project the contllluntion of' the 
rate of bonding experienced in the first seven months of the year 
to the year's end. This yields an estimate of 1032 bondees. 

(4) The estimated '1032 bondees for all of 1974 would yield the following 
figures for 1971-1974: 

1971 

1972 

1973 

1974 

TOTAL 

S0urce: 

43 

Number 

981 

1345 

1198 

1032 

4556 

Percent 

21.5 

29.5 

26.3 

22.7 

100.0 

~lcLaughlin Monthly Printouts 



This same pattern of decline appears when the unit of analysis is shifted 

to the state level. Five of the seven states with the greatest totaT number 

of bondings witnessed a significant decline in bonding' activity bet\~een 1972 

and 1973; the rate of bonding activity further declined during (the first 

seven months of) 1974 in four of the five, and in on~e of the remaining tlvO 

as well. 

Seven of ~he next ten most active states reported record numbers o[ 

bontlings in 1973. But- in all of these states the rate of bonding declined 

during the first seven months of 1974. 

As indicated earlier, the reasons for these varying patterns over time 

and across states are not clear. The declines may represent a slackening 

of the vigor with which the program is promoted, but they may also represent 

changes in the need for bonding. 

2.2.4 Program Costs 

Analysis of the data included in the monthly progress reports indicates 

that the total nwnber of units utili zed by ind.i vidual bondees also varied 

greatly. As is shown in Exhibit 2-8, nearly a quurter of the bondings required 

twenty-five or fewer units. At the other extreme, eight bondees consumed more 

than 1400 units apiece. Because of these extreme values, there is a wide 

variation among the measures of central tendency. The median unit usage was 

68.03, while the mean was more than t\~ice that amount) 146.32 units. 

Using. the latter figure and an average price per unit of less than one 

dollar,* it can then be said that the average cost of the program for a typical 

bondec was under $150.00. 

*Costs per unit were calculated by dividing total costs for the program by the 
amount of units utilized (including units supplied ·at no cost). 
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Units Used 

1-25 

26-50 

51-75 

76-100 

101-200 

201-300 

301-500 

501-1000 

1001-1500 

Total 

EXIlIBTT 2-8 

UNIT UTILIZATION PER BONDEE 

(N=66t12) 

Number of Bondces 

1557 

1324 

646 

711 

1037 

539 

542 

255 

31 

6642 
Source: McLaughlin Monthly Printouts 

Percentage 

23.4 

19.9 

9.7 

10.7 

15.6 

8.1 

8.2 

3.8 

.5 

99.9 

Comparison of the total units consumed (as indicated on the monthly pro-

gress reports) and independent calculations of approximate unit conswnption* 

reveal some discrepancies, but there are no consistent patterns of either ovcr-

calculating or uncler-calculating. ~Iore than nineteen of every twenty calcula-

tions (95~o) appear to be correct; the majority of the remaining cases arc 

undercharges of approximately 25 or fewer units per bondee. 

*A computer-based procedure was developed to calculate unit consumption 
according to the pTovisions of various contracts and modifications.. The ensuing 
analysis is the basis for this discussion. 
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2.3 Characteristics -of Losses 

Since the purpose of fidelity bonding is to protect the employin~ organi-

zation against losses caused by employees, an examination of tlle incidence of 

such losses (or claims of such losses) under the bonding program contributes 

to a balanced review of the program's operational characteristics. This section 

discusses in some detail the overall loss experience of the progrnm in the 

context of general fidelity industry practices and loss experience; and, as 

further guidance, there is a review of some specific characteristics of the 
,.... 

claims submitted. 

2.3.1 Loss Experience -
Department of Labor personnel frequently refer to the "290 default rate" 

associated with the Federal Bonding Program. Thi~ rate means that one in fifty 

individuals participating in the program has been involved in claims which 

were paid. Since the focus of the bonding program has bean to detennine the 

feasibili ty of providing service to individuals who are not commercially bond-

able, it is reasonable that Department of Labor staff have been most attentive 

to the relatively low proportion of bondees causing losses. 

But in order to provide maximum understanding of the Federal Bonding 

Program e;..."perience to representatives of the fidelity bonding industry, it is 

useful to present program statistics in terms ''ihich are more consistent with 

the language and criteria used by fidelity bonding underwriters. These under-

writers are more specifically concerned with the dollars lost through defaults 

than with the numbers of individuals responsible- for the losses. - From their 

point of view, profitability is a major evaluative criterion; and it is natural Q 
t I 

that the industry be more concerned with this criterion than the Federal 

Government. For this reason, an effort has been made to examine the loss 

experience of the Federal Bonding Program in a way which relates it"tosituations 

in the commercial bonding industry. 
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Developing operational measures of the "profitability" of the Federal 

Bonding Program, or of the corresponding name schedule lines of commercial 

underwri tel'S, is difficult for a nwnber of reasons. In the case of 

the Federal Bonding Program, much of the day to dny administration of the pro-

gram is handled by Employment Service personnel who have other responslblU tics; 

since no Employment Service Local Office personnel were hired specifically to 

.. '" 
.1 

.
>1. r 
~~ 

carry out bonding program activities, the program has in fact incurred "hidden 

costs" not covered by the premiwns. 

n In the case of commercial underwriters, standard accounting procedures 

r; 
U 

in the industry do not permit disaggregation of income and expenditures 

according to the various kinds of bondi!1g; the profitability of name schedule 

bonding is therefore difficult to separate from the profitability of the mudl 

greater volwne of blanket bonding. For these reasons, there is 

r no way to draw realistic comparisons of the profitability of the Federal Bonding 

Progr:lm and its commercial name schedule bonding counterpart. 

However, it is possible to compare the Federal Bonding Program and com-

mercial underwriters in terms of a "loss ratio", which is defined as the ratio 

of total amount paid in claims for a given time period to the amount of money 

~ earned in premiwns. Fidelity underwriters commonly use the concept of loss 

ratios as an indicator of profitability, with a higher loss ratio indicating 

~ ~ a lower profitability. (Actual profitability, of course, also includes other 

expenses of doing bLlsiness beyond those associated with the payment of claims.) 

ilasecl upon stlltistics provideu· by the United States Department of Labor, 

in the period between the inception of the Federal Bonding Program in June 1966, 

and the end of February 1975, $948,.110 in premiums was received, and $135,409 

was paid out in claims. Based on these numbers, the loss ratio for the entire 

t;j g I 
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program is 14.28 percent. * This figure is only three-quarters of the comparabl e 

ratio for individual and schedule fidelity lines for all U.S. insurors for the 

years 1966-1971, which is 19.50 percent.·k-)< (Surety Association studies huve 

estimuted that operating expenses associated with the production and under-

writing of individual or schedule bonds amount to 56 percent of the direct 

premiwns earned, and \,;,hen premium taxes, loss adjustment expenses and broker~1ge 

expenses were added to the operating expenses and paid losses, the figures 

would "probably show a total loss and expense volume approaching the premi.um 

volume".) 

It should be recognized, however, that the relatively low loss ratio 

experienced by the Department of Labor bondi.ng program can, in large part, be 

explained by the relatively high premiulll strllcture involved. Alt.hough the 

premiums paid to the Department of Labor contractor/underwriters have varied 

considerably during the more than eight years of the program's operation, 

the me~ll1 premi.wn rate was 93.31 cents per bonding unit, or $22.39 per $1,000 

of coverage per yoar.*** 

*No attempt has been made to calculate the changes in the Federal Bonding 
Program loss ratio over time, but when the statistics from January 1, 1970, 
through February 28, 1975, arc considered, the comparable figures are $114,648 
in payments for de.fault, and $668,110 in premiwns, for a loss ratio of 17.1690, 
some\I'hat higher than the ratio for the entire history of tne program. 

**1'he individual and schedule lines have been chosen for comparison beciluse 
they represent the cOlllmercia 1 ill tcrnativcs Ivhich ~lrc closest to tho k.i.nd of bond­
ing provided by the Federal Bonding Program, i.e., coverod for speclfied indi­
vidualsfor specified amounts of money. 

*"HThe manner in which the Department of Labor determined. the prend lUll 

structure [or the Federal Bonding Prog'ram is described in detail in a separate 
report, rhe !listory of the Federal Bonding Program Briefly, the Dcpm'tment 
issued a procurement uoclUllent which allowed bidders to set whqtever fee they 
felt was appropriate, given the fact that there was no actuarial experience 
wi th bondees who were excluded from commercial policies. A single bid of $5.00 
per bOllLling unjt tor $120 per thOllS[llld) was subllrlttod'i1lld l'onsidel'otlul1acceptahle 
by tho Department. Aftor negotiations, the bidder agre?d to (footnote continued) 

,... 
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In order to better understand the impact of this premium rate upon the 

Department of Labor bonding loss ratio, Exhibit 2-9 shows how the ratio would 

have been raised if the average premiums chargerl to the Department hod been. 

lower. As call be seen in that exhi~itJ had the premium rate been $16.40 per 

$1,000, or lower, the loss ratio for the Department of Lahor program would have 

been higher than the Surety Association reported rate. 

Although the premium rates for employment in certain jobs are higher than 

$16.00, it should be recognized that this figure is probably considerably above 

the rate normally charged for most jobs. Thus, for example, the commercial 

rate for automobile service station employees -- the largest category of 

Federal Bonding Program bondees -- is $10.00 per thousand dollars of coverage.* 

Thus, in the absence of any data which suggests that claims are handled 

differently by the Federal Bonding Program underwriters and other underwriters, 

it appears that the ex-offenders and other "unbondables" in the Department of 

Labor sponsored program represent a somewhat greater risk than the average 

commercial individual and schedule bondee.** It is impossible to specify the 

a price of $1.75 per unit (or $42 pe~ thousand). After several 
years of operation of the pTa gram , the Departmental contTactor agreed 
to 10weT the pTice to 70 cents per unit ($16.80 pel' thousand). ·When the Depart­
ment put the progTam up for bids a second time, the sale bidder offered 85 cents 
per unit ($20.40 per thousand). This bid was accepted anrl this rate is cur­
rently in effect. 

*Surety Association Rate ~Ianual, "Fidelity -- Individual and Scheuule 
r 

Bonds -- Classified Lines", Revision of January I, 1965, p. F-65. 

HSince loss Tatios are based upon premiwHs and losses, the· only possible' 
explanation of diffeTences in loss ratios is differences in pTemiums charged 
and/or differences in the manneT in ~hicJl claims aTe pTocessed anu losses in­
curred. In some cases, one might 'posit a relatiO,nship between the premiwl1 
charged and the'loss expeTienced. Thus, for example, one can imagine that if 
premiums were higher, employers would be mOTe selective (in hiring) and thus 
loss experience might go down. In the case of the Federal Bonding PTogTam, 
however, there is no evidence that suggests that eitheT employeTs 01' bondees 
were even awaTe of the rates being paid. Thus no possible impact of the rate 
on loss experience is possible. 
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Actual Premium 

*llypothctica 1 Premiums 

Comparable Figure*** 
All Companies, 
Individual and 
Schedule Lines 
Average 1966-1971 

Comparable Figure*** 
All Companies, 
Total Fidelity, 
Average 1966-1971 

EXHIBIT 2-9 

L08S RATIO CALCULATIONS 

Federal Bonding Program 

June, 1966- February J 1975 

$22. 39/year 

20.00/ycar 

16.40/yoar 

15. aD/year 

10.00/year** 

Actual Loss Ratio 

*Ilypothetical Loss Ratios 

(based on those premiums) 

14. 28~o 

IS.99n.,-

19.5090 

21.32% 

19.50% 

53.03% 

*Hypothetical figures represent recalculations of loss ratios, given 
the same loss experience and decreased income based on lower premium rates. 

**This is the standard rate. for employees at gas stations, the largest 
class of Department of Labor bondees. 

***Source: The Surety Association of America. Summaries of Countrywide 
Loss Experience, Fidelity Classification. (1960-71). Data for years prior 
to 1966 has beon excluded because it contains associated claim e;q)enses as 
well as direct losses incurred. 
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precise degree to which the ex-offenders represent a higher-risk witilout in-

formation concerning average Tates paid by individual and schedule bondees; 

this information is not available from the Surety Association or allY othe)' source. 

Over 86 percent of the total premiums income collected for fidelity bond-

ing coverage in the years 1960-1971 was fOT blanket bonds. For this reason, 

care must be taken in interpreting a comparison of the Federal l30nding Program 

loss ratio with that for the entire industry. But it can be noted that the 

14.28 percent loss ratio experienced by the bonding program is just over ono-

r 
I quarter of the 53.03 percent ratio experienced by the entire commercial bonding 

c industry in the years 1966-71. As in the case of comparisons with individual 

and schedule bonds, much of the discrepancy can be explained by differing 

premiwn rates. Surety,Association officials have suggested additional ex-

planations for the disparities in loss ratios as well. These include the 

understanding that most embezzlers have been employed for a far longer period 

of time than the suggested eighteen month maximum period of coverage for 

Federal Bonding Program participants at the time they commit their crimes, 

and the belief that Federal Bonding Program participants are aware that they 

are "under the gilll" and would be less inclined to begin devious practices 

immediately. 

In cunsLdering the loss rati6s noted above. it should be stressed again 

that these statistics are not perfect indicators of the relative profitability 

of the Department of Labor and commercial fidelity bonding activities. As 

noted above. these figures do not include additional costs associa~ed with 

the conduct of the fidelity bonding business. Although no such comparisons 

of the co~ts of administering the two types of bonding programs appear feasible 

at this point. it is reasonable to suspect that the costs associated with the 

administration of the,Federal Bonding Program '(with its mandatory monthly 

reporting requirements) may be higher than those associated with standard -A ,,.,i! SJ 
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commercial individual and schedule bonding. Thus the cost s per bondee associated 

with commercial blanket bonding would, it can be expected, be considcrab,ly 

lower than per bondee costs in either the Federal Bonding Program or the com-

mercial name schedule equivalents. 

The essential conclusion to be drmm from this brief examination of the 

Federal Bonding Program loss experience is that bonding unbondables at standard 

~ame schedule rates is probably less profitable than commercial bonding at identical [i 
rates. For this reason, insurance companies cannot be expected to voluntarily adopt 

a program of bonding "un bondabl,es" if their sole cor...:ern is maximizing profits. 

At the same time, however, it should be recognized that the overwhelming 

majority of ex-offender bondees have not default~d and that tIle bonding of ex-offenders 

does provide a major benefit both to the bondees and to society, which has a major 

stake in offender rehabilitation. Because of this, it would seem incumbent upon the 

Department to insure that some means of providing this coverage remains available. 

The data presented in this sub-section do not necessarily rule out increased in-

surance industry participation in bonding of at least some ex-offenders either at 

higher premium rates than are standard or for "public interest" purposes which are not 

aimed at maximizing profits. If neither of these options proves possible, however, 

the only remaining option would appear to be continuation of the currently imple-

mented systom.* 

*As is not~d in the !iis~ory of' the Federal Bonding Program , industry 
sources have provided a number of exp.lanations for their unwillingness to par­
ticipate in the progl':lm other than financial risk. Perhaps the most imi)ortant 
of these is the unwillingness to participate in a program which involves re­
linquishing the opportunity to screen individual applicants an.d eliminate 
"unacceptable risks'.' from coverage. 
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2.3.2 Further Analysis of Claims 

The examinat.ion of th:- overall loss experience of the bonding program 

during the 1966-1974 period provides information which is essential to under-

standing the record of program operations in the context of commercial fidelit), 

W1derwriting. In addi tion, the specific cJ~aracteTistics of the claims sub-

mitted which resulted in payments (as well as of those denied and those still 

pending) provide information on the source of the claims, the sj.zc of indivi-

dual claims, and their distribution among geographic locations, industry categories, 

and time periods. This information can be utilized to define tendencies among 

the variables which, when verified, could lead to certain program modifications 

and, potentiaily, diminish the overall loss ratio (both in tOTlns of bondeos 

and in teTIIS of dollars paid in claims). The following descriptions reviow 

some of these characteristics both to present the background for the loss 

experience and to point out those tendencies which can be investigated further. 

* 

1\ general overview of the claims submitted can be highlighted as follows: 

& The total nwnber of claims s~bmitted between July 1966 and February 
1975 was 295. The total nwnber of claims paid during that period 
was 128, or less than half the claims. Even though 79 (or 26.8%) of 
the claims were still unresolved, 58 of them were submitted over 
three years ago. Finally, 87 claims were in fact denied.* 

• The number of individuals represented among the paid claims is 
approximately 128 (through February 1975). The number of bondees 
who had participated in the bonding program through July 1974 was 
6401. This represents default rate of 1.9%. 

" The total arnount paid in claims was $135.,409 or 14.3% of the totol 
premiums paid from 1966 - February 1975. 

III The nwnber of months which elapsed from formal initiation of a 
claim to its resolution ranged from less than one month to more 
than t\'iO years. One hundied and eighty-six claims (63%) were 
settled in one to twelve months, with half of those closed 
between one and six months. 

Some of these cla.ims were rejected because they were not adequately 
documented by employers. Others were judged unsupportable. 
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1& Claims clustered in five states; they occurred more 'frequently in 
certain years; a few industrial categories represented a decidedly 
dominant portion of the claims submitted. 

e The average size of payments per claim has risen, although erratically, 
through the history of the program. 

• The relationship between incidence of default and length of period 
bonded seems to indicate a tendency toward more frequent defaults 
among the shorter bonding periods. 

o Overall, with the possible exception of service stations, it does 
not appear that there are any glaring abuses of the program which 
might have been reflected in claims submitted. 

Distribution of Claims by State and Industrial Category 

Claims were submitted from 34 states;* it could be expected that the number 

of claims would be directly related to the number of bondings in these states. 

An examination of this ratio certainly suggests a close but not total 

correspondence. For instance, California had by far the largest number of 

bondings and clai~s, while Illinois (ranking second in bond;.Jl:";.) had only 18 

claims. Exhibit 2-10 swnmarizes the relationship between the five states with 

the highest nwnber of claims v.nd theiT corresponding rank in bondings. 

EXHIBIT 2-10 

COMPARISON OF CLAHIS TO BON DINGS BY STATE 

STATES \vITH HIGHEST NUMBER OF BONDINGS RATIO OF BONDINGS 
NUMBER OF CLAIMS** AND RANK AMONG STATES*** CLAIMS BY STATE 

. 
California 77 1446 (lst) 3.9% 
Michigan 24 336 (5th) 7.1% 
Texas 19 304 (7th) 6.2% 
Illinois 18 549 (2nd) 3.3% 
Ohio 17 286 (8th) 5.9% 

Source: HcI~?:ughlir Claims Data 

*Of the eighteen states not submitting claims, tJuee had no bonding 
program participants. 

**Through Februar~ 1975 

***Through July, 1974 
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Just. as bondings and claims seem to cluster in a small numher of stutes, 

the types of companies and organizat.ions submitting claims also cluster into 

a small number of industrial c'ategories. At the two digit level 0 f the Stnn-

dard Industrial Classification, seven categories of industries represents . 
* 71.7% of the claims for which SIC informntion was available. Auto denlers 

and service stations are by far the most frequent claimants (See Exhibit 

2-11). Those industriul categories not listed were wiele ranging in type and 

represented between one and six claims apiece. 

EXHIBIT 2-11 

DISTRIBUTION OF CLAIMS BY INDUSTRY CATEGORY 

Ntunber of 
SICff 

55 

65 

Title Claims 

Auto dealers and service stations 96 

Real estate 

70 Hotels & lodging 

50 Wholesale trade 

72 Personal services 

59 Miscellaneous retail trade. 

73 Miscellaneous business services 
All other S rcs 

Source: McLaughlin Claims Data 

22 

18 

16 

12 

11 

10 
73 

258 

* 

Percent of 
Total Claims 

37.2 90 

8.5°6 

6.9% 

5.4% 

4.3% 

3.9% 

28.3% 
lOO.O~o 

However, claim submissions represent only potential problems; it is claim 

approval and payment which can moro . specifically indicate a vulnerable industry 

category, particularly if such claims are frequent, relatively large, and 

originate in geographically disparate areas. Exhibit 2-12 presents again the 

industrial categories with the moit claims, this time in descending order of 

amounts paid in claims. 

*Of the 295 claims, SIC information was available for 258. 
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SIClt 

55 

70 

20 

65 

72 

EXHIBIT 2-12 

AMOUNT PAID IN CLAIMS BY INDUSTRY CATEGORY 

Auto dealers & service 
stations 

Hotels and lodging 

Mfg. food and kindred 
products 

Real estate 

Personal Services 
All other SICs 

Source: 

Number of 
Claims 

96 

18 

6 

')') 
<. ... 

12 
10~ 

258 
McLaughlin 

ArnOWlt Paid 

17,514 

10,894 

10,196 

4,243 
23,504 

$114,037 
Claims Data 

Percent of 
Total Amount * . 

4l. 7 

15.4 

9.6 

8.9 

3.7 
20.7 

100.0 
."-~-i 

i' 
! 

-. 

I 
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Over seventy-five percent of the amount paid out in claims went to companies ~"" 
f;~ 

in four major industry categories. Again, service stations dominated the 

list. Manufacturing of food and kindred products, a grouping which had only 

six claims submitted, represented slightly under ten percent of the total 

aJTIount paid in claims. However, the amount was primarily the result of a 

single claim settled for $9,945. The other categories on the list of frequent 

claimants ,(wholesale and retail trade, arid business services) comprised only 

$3,130, or 2.7% of the total. Even though the total amount of 

the claims paid in each category is relatively small, with the exception of 

service stations, it is significant that cl~ims and actual losses covered. 

tend to concentrat·e in a felv industries. If there are characteristics of the 

jobs available in these industries, such as,frequent, unsupervised exposure 

.to cash or products, which might render them undesirable for bondee employ-

ment J then perhaps there should be' less emphasis on those industries when placing 

*Total amount in this instance refers'to amounts paid for those claims 
with an SIC identification $114,037 
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* bondees. 

Since service stations appeared so frequently as claimants, stat~s in 

which these claimants were located have been included below. Again, it would 

be exp~cted that the states with the highest number of bondings would be among 

them, especially if bonded jobs at service stations were frequent in those 

states. Particularly noticeable is t.lichigan hi i th 21 out of its 2,\ c J a i lllS 

coming from service stations. Exhibit 2-13 is arranged according to the 

nwnber of service station claims. 

STATE 

mCHIGAN 

CALIFORNIA 

INDIANA 

TEXAS 

OHIO 

OREGON 

~1i\SSACIIUSETTS 

KANSAS 

EXIlIBIT 2-13 

CONCENTRATION OF CLAHlS FROM SEiWICE 
STATIONS BY STATE 

TOTAL NU~lBER NU~fBER OF SERVICE 
OF CLAIMS STATION CLAIMS-

24 21 

77 15 

10 6 

19 6 

17 5 

11 5 

() 5 

5 4 

PERCENT OF TOTAL 
STATE CLAIMS 

19°0 

60°" 

29% 

45% 

80% 

Source: ~lcL;tughlin Claims Data 

*A discussion of the overall distribution of bonded jobs by industrial 
category appears in Section 3.1. The available SIC's confirm that service 
stations are frequent employers of'bondees; the other industries are not so 
clearly dominant. Unfortw1ately, sufficient SIC information on all bonded 
jobs is not available in order to provide information on other industries 
frequently- employing bondees. However, in Illinois, for which all SIC are 
available, service stations ranked 3rd with 56 '(14.0%) of the Illinois bondees. 
Interestingly, no Illinois claimants were from this group. 
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Distribution of Claims by Year and Average Amount 

The relative frequency of claims filed has increased to some extent from 

1966 through 1974. In 1966, no claims were filed; between 1967 and 1970 this 

percentage ,rose from 2.2 to 5.0, dropped somewhat, and rose again to 5.0 in 

1974. Exhibit 2-14, below, shows the number of claims submitted each year: 

EXHIBIT 2-14 

NU~1BER OF CLAIMS SUBMITTED BY YEAR 

Claims as % 
Year Total Bondings if Claims of Total Bondees 

1966 74 0 0 
1967 368 8 2.2 
1968 712 16 2.2 
1969 728 29 4.0 
1970 647 32 5.0 
1971 981 40 4.1 
1972 1345 48 3.6 
1973 1198 57 4.8 
1974* 1032 51 5.0 

(1975 **) 

281 
Source: ~!CLau hlin Claims Data 

Concurrently, the average size of payments made per claim has risen signifi-

cantly, although this rise has been erratic and may therefore be attributable 

to some factor other than the evolution of the program. In 1967, the average 

claim paid was $286. This rose drastically to a peak of $1861 per claim in 

1973. In 1974, the average was $840. Exhlbit 2-15 shows the changes in 

average payments from 1966 through 1974. 

*The total llLunbcr of bondces for 1974 is npproximated. 

**Claims submitted in 1975 are not included in this exhibit because no 
information is available on the bondees in 1975. 
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EXHIB fT 2-15-

AVERAGE PAYl>1ENTS BY YEAR 

Year # Claims Paid Total Amounts Paid Avg. $ Pel' Claim 

1966 0 0 0 
1967 7 2002 286 
1968 9 3804 423 
1969 11 6656 605 
1970 8 8299 1037 
1971 21 32676 1556 
1972 26 15551 598 
1973 28 52133 1861 
1974 17 14288 840 

Source: McLaughlin Claims Data 

Relationship Between Default and Length of Bonding 

Claims data were examined to determine whether there exists a relation-

ship between default and the length of time bonded. POl' all bondecs in the 

program through 1974 J there were a total of 268 claims submitted.* Almost one 

third 0:( these Ivere suhmi tted against individuals bonded for less than four 

months. The number of claims submitted declines steadily as the length of 

time-bonded increases. However, this is not necessarily conclusive since 

the pool of individuals in each time period drops. Thus, it is important 

also to determine the claims as a percentage of the total number of bondees 

within each time period. 

EXHIBIT 2-16 

CLAnlS SUBMITTED BY LENGTl-l OF BONDING PERIOD 

Ti'me 

Less than 4 mos. 
4-6 months 
7-12 months 
13-24 months 
over 24 months 

Number of Percent of 
Bonds Total Claims 

86 32.1 
70 26.1 
63 23.5 
33 12.3 
16 6.0 

268 100.0 

Claims As A 
-Percent of the Bonds 
Active in Time Period 

3.7 
5.5 
5.0 
2.7 
2.8 

So"urce: McLaughlin Claims Data, ~lcLaugh] in ~Ionthl)' Printouts L-__ _ 

* For bondees for whom length of time bonded is known. 
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As is shown in Exhibit 2-16 above, although almost one-third of claims were submitted 

against the group bonded less than 4 months, th~se claims were submitted for 

only 3.796 of this group. After 12 months, it appears that claims are less 

likely to be submitted for those remaining in the program. Claims were sub-

mit ted against about 2.796 of bondees in the program for thirteen months or 

more, while the shorter time periods show percentages of as high as S.S~. 

The group of individuals bonded for 4-6 months appears to have several 

significant characteristics regarding claims.. The portion of bondees in 

that group against whom claims were submitted was higher than that in any 

other group (5.5°0). The group also had the second highest number of claims 

submitted and the highest percentage of claims paid. About thirty percent of 

all claims paid wore for this group; over half (52.9%) of claims submitted 

for this group were paid . Accordingly, this group accounted for the smalles.t 

percentage (28.6%) of claim denials. Denials for other groups were as high 

Tho previous discussion has presented the background of the default rate 

and the loss ratio from a variety of perspectives. The subject is by no means 

exhausted. However, some of the trends described above may contribute to a 

conclusion that a more selective placement process may result in greater job 

satisfaction, fewer claims, and longer job retention. 
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2.4 Characteristics of I3onc.lees: The Illinois Case StuLl), 

Due to major gaps in the aVGilability of ~lT-110 forms which contain dCiIlo-

graphic data for bondees, it is not possible to present (or extrapolate) tllis 

data for all pclTticipants in the bonding program. It is fortunate, however, 

that such forms are available for (virtually) all bondees who wel'C placed in 

the State of Illinois from the inception of the program through 1974. 

As a result, analysis of the demographic characteristics of the 

bOllllees is limited to a discussion of the available statistics fol' the I L I inois 

case study. The representativeness of the Illinois participants in terms of 

various parameters of program utilization is discussed in Appendix F to this 

report. Data concerning the reason for bonding, age, sex, race and educa-

tional attainment of Illinois bondees arc presented in Section 2.4.1. below. 

Section 2.4.2 exrunines the bondQes upon whom claims,have been filed, and 

addresses the question of whether or not these bondees arc typical of all 

other bondees in the State. 

2.4.1 Bondee Profilo 

Reason for Bonding 

As was intended by many Department of Labor program designers, the parti-

cipants in the bonding program have been primarily ex-offenders. I\pproximately 

87 percent, or six out of ev~ry sevcn Illinois bondees reported that they were 

unable to receive commercial bonding because of a police record. Roughly three 

percent of the bondees utilized the prOi5ram because of their credit records, 

and another ten percent reported various other reasons. 

Demographic Characteristics of Bondees 

In general, the bondees in Illinois have tended to be non-white, male, 

under the age>\' of 34, and with ilt least some high school education. As is 

>\'Whenever "age ll is referred to, it relates to the age of the inuividual 
at the time of , entry into the Federal Bonding Program. 



EXlJll3JT 2-17 

CllARACTI:IUSTICS OF lLL1NOIS 130NOHS* 

(a) Tkasoll for Delli a I of B\.)I1(\ (b) Race 

% 0, 
'0 

It of Total Ii of Tot;ll -----

Police Hecortl 450 86.7 Non-White 285 58 

Credit 17 3.3 White 208 112 

Other 52 10.0 Total 493 100.0 --
Total 519 100.0 

(c) Sex Cd) Educa tj all (Yrs. of School) 

% 
It of Tool 

go 1-8 years 55 , 11 . (l 

It of Totnl 9-11 186 37.'2 -----
I,lalc 506 96.7 

12 158 31. 6 

13-15 82 16. ·1 
Female 17 3.3 16+ 18 3.8 

Total 523 100.0 Total 499 100.0 

(c) ~.9.. 

% 
II of Total 

15-24 years 168 32.4 

25- 34 204 39.4 

35-44 83 16.0 

45-54 46 9.0 

55-64 15 3.0 

6!1+ 2' .004 

Total 518 99.8 

'k Source: ~fT-110 Forms Supplied by Illinois Employment Service 
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shown in Exhibit 2-17. the racial composition of the bondees is roughly three 

non-whites for every two white' program participants. Virtually all of the 

bondees were men; only 17 of the 523 bondees for whom such information was 

available were women. 

Moreover, the Illinois bondees were primarily young men. Nearly one-third 

of them were under 24 years of age at the time of their bonding; more than 

70% were under the age of 34. 

The bonding program participants have varied greatly in their educational 

attainment, but it is noteworthy that nearly nine out of every ten bondces have 

had at least some high school education. As is shown in Exhibit 2-17) 20% of 

the bondees have had at least some college education. The range of educational 

attainment of the bondees is illustrated by Exhibit 2-18. 

Comparison with the Illinoi~ Ex-Offender Population 

If one adopts the number of individuals incarcerited in adult correctional 

institutions in the state as a surrogate for the overall Illinois ex-offender 

population, it appears that the bondees are remarkably typical of this broader 

population group of program eligibles. As is ShOMl in Exhibit 2-19, there 

is virtually no difference between the proportion of males and females in 

the' bondee and incarcerated populations; there is also virtually no difference 

in the racial breakdown of these two groups. * 

On the o~her hand, the participants 1n the Federal Bonding Program appear 

to be both older than the typical inmate and better educated. Exhibit 2-20 

illustrates the'se points. Thus for example, over 56% of all inmates in 

Illinois were under the age of 2S at the time of their last entry into prison; 

*Both bondees and Illinois ex-offenders differ significantly from the 
Illinois popUlation at large and the labor force on these variables .. The former 
two groups are disproportionately male and black compared to the latter two. . ' 
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EXHIBIT 2 -18 

EDUCATIONAL ATfAINMENT OF ILLINOIS BONDEES 
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EXHIBIT 2-19 

COMPARISON OF ILLINOIS BONDEES AND INN~TES* 

Male 

Female 

Total 

Non-white 

White 

Total 

Sex 

Bondees 

# 

506 

17 

523** 

Bondees 

% 

96.7 

3.3 

100.0 

285 58.0 

208 42.0 

493** 100.0 

Race 

Total Adult Pop. in Ill. Prisons 

# 

6493 

141 

6634 

% 

97.9 

2.1 

100.0 

Total Adult Pop. ~n Ill. Prisons 

3853 58.1 

2777 41. 9 

6630 100.0 

"' 

*Source: Illinois Department of Corrections: All adult ins~itutions as 
of 12/31/74, and ~IT-110 forms supplied by Illinois Employment serVlce. 

**Totals on Illinois bbndees reflect the number for whom the information 
was available. 
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COMPARISON or ILLINOIS BONDEES AND INMATES * 
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this figure compares with only roughly 32% of the bondees who were under 25 

at the time of their bonding. Similarly, while 28% of the program participants 

were 35 or more at the time of their bonding, only 16% of all incarcerated 

prisoners had reached the age of 35. 

Despite the similarities in sex and race, the Illinois bonding program 

participants are significantly better educated than the Illinois inmate 

population. In particular, the proportion of bondees l'Jith at least some college 

education is almost double that of the inmate population (20% versus 11%). 

2.4.2 Profile of Bondees Upon Whom Claims Were Filed 

Claims were filed on 19 of the 533 Illinois bondees. In order to determine 

whether or not these bondees were typical of all program participants, compari-

sons were made of several demographic characteristics of these two groups.* 

As is indicated in Exhibit 2-21 , the bondees upon whom claims were filed 

tended to be older anel somewhat better educated than their counteTparts, but 

were otherwise typical with Tespect to race, sex and reasons for denial of 

bonds. 

The area in which the t,oJO groups differed most significantly was age at 

entry into the program. Almost one third (31.5%) of the Illinois bondees were 

15-24 years old, while none of those for whom claims were submitted were in 

this age category. While 38.3% of the Illinois bondees were 25-34, over half 

(58.8%) of the claims group was in this range. It thus appears that those in 

the claims group were more concentrated in age category than were all I11inois 

bondees. 

*DemogTaphic information is available ,for 17 of the 19 bondees upon whom 
claims were submitted . 

67 



The claims group appeared to be a relatively highly educated group as 

well. Over half (52.9%) of the claims group had completed high school, 

compared with only 29.6% of the Illinois bondees who had n~ claims submitted. 

In all, 70.5% of the claims group, and only 48.4% of the Illinois bondces 

completed 12 or more years of school. 

Although the percentage of females in the claims group was higher than 

the entire group, it is difficult to assign meaning to this, since only 

one individual in the claims group was female. 

Race and reason for denial of bond appear to be fairly comparable bet ... ;een 

the two groups of bondees. Over half in both groups were· non-white; and over 

three-fourths in both groups were denied bonding because of police records. 

<>It 
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EXHIBIT 2-21 

CHARACTERISTICS OF ALL ILLINOIS BONDEES COMPARED TO 
CHARACTERISTICS OF ILLINOIS BONDEES ON WHOM CLAIMS 

WERE FILED * 

Police Record 

Credit 

Other 

No Answer 

Total 

. 
Non-Ivhi te 

White 

No' Answer 

Total 

~L::lle 

Female 

No ALlslver 

To,taJ 

REASON FOR DENIAL OF 

All Illinois Bondces 

Nwnber Percent 

450 84.4 

17 3.2 

52 9.8 

14 2.6 

533 100.0 

RACE 

All Illinois Bondees 

Number 

285 

208 

40 

533 

Percent 

53.5 

3D.O 

7.5 

100.0 

SEX 

All Illinois Bondces 

Number 

506 

17 

10 

533 

Percent 

95.0 

3.2 

1.9 

100.1 

BOND 

Bondees/Claims 

Number 

13 

1 

0 

3 

17 

Bondees/Claims 

Number 

9 

5 

3 

17 

Bondees/Claims 

Number 

IS 

1 

1 

17 

* SouTce: 1>1T-ll0 forms supplied hy Illinois Er.tp10yment Service. 
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Submi.tteJ 

Percent 

76.5 

5.9 

0 

17 .6 

100.0 

Submitted 

Percent 

52.9 

2D.4 

17.6 

99.9 

Submitted 

Percent 

88.2 

5.9 

5.9 

100.0 



EXHIBIT 2-21 (Cont.) 

EDUCATION (YEARS OF SCHOOL 'COMPLETED) 

All Illinois Bondees Bondees/C1aims Suhmitted 

Number Percent Number Percent ---
1-8 years 55 10.3 1 5.9 

9-11 years 186 34.9 2 11.8 

12 years 158 29.6 9 52.9 

13-15 yea 1's 82 15.4 3 17.6 

16+ years 18 3.4 0 0 

No Answer 34 6.4 2 11. 8 

Total 533 100.0 17 100.0 

AGE AT ENTRY INTO PROGRi\J\1 

All Illinois Bondees Bondees/Claims Submitted 

Number Percent Number Percent 

15-24 years 168 31. 5 0 0 

25-34 years 204 38.3 10 58.8 

35-44 years 83 15.b 3 17.6 

45-54 years 46 8.6 1 5.9 i ' 

55-64 years 15 2.8 1 5.9 

65+ years 2 .4 0 0 

No Ans\yer 15 2.8 2 11. 7 

Total 533 100.0 17 99.9 
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3.0 PROGRA~I RESULTS 

The previous sections have provided an overview of the bonding program 

and a sununary of its operational characteristics including statistics concern-

ing the characteristics of program participants and the resulting loss exper-

ience. In this section, an effort is made to review the available data in 

order to make the best possible judgements as to the results of the program. 

-
Although it is not possible to prove that participation in the bonding program 

h'as caused any changes in bondees, employers, or the insurance industry, it 

is, possibl8 to present data which reflect the opinions of participants 

and to supplement this information with objective data concerning activities 

of these three groups prior to, during, and after association with the program. 

Therefore, this section contains the following parts: 

o A summary of the industrial categories in which bondecs have been 
placed; 

• 'An indication of the effects of the program upon participating 
employers; 

Ql An indication of the impact of the program upon the fidelity bonding 
industry; 

It An indication of the effects of the program upon bondee employability. 

These descriptions " then, provide a composite picture of the program I s 

results and suggest some possibilities for further examination of employment 

barriers and upward job mobility. 
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3.1 Industry Categories of Bonded Jobs 

The first part of the analysis of program results describes the indus-

try categories of bonded jobs. The objective nf disaggregating jobs held by bondees 

ihto their industrial classification (at the.~our-digit level of the Standard 

Industrial Classification (SIC) Code) is four-fold: 

(1) To identify the industrial categories in which bondees were employed for 
the purpose of discovering whether there is a tendency to cluster 
In certain industries. 

(2) To describe employing industries in terms of characteristics which seem 
to make them focal points for bondee employment. 

(3) To identify industrial categories which do not employ bondees 
but which are major sources of employment for the general labor 
force. 

(4) To provide a backdrop for the analysis of claims submission in 
order to identify whether any industry category present in 
the Federal Bonding Program is disproportionately represented 
in claims submitted and/or paid. 

These objectives are addressed through examination of the distributjon 

of jobs held by Illinois bondees, and a summary of industry classifications 

for 2432, post-197l, bondees as described below. The jobs for both groups 

present the same basic picture: bonuees appenr to have been placed primarily 

in wholesale and retail trades, manufacturing, and in services; bondees appear 

to h<lvc beon placod in a far larger number of automobile'service stations than 

can be explained by the proportion of such establishments in the economy. 

3.1.1 SIC Data: Illinois Case Study 

SIC information is available for 531 Illinois bondees, representing all 

but 21 of the individuals bonded in thdt State between the inception of the 

program and 1974. Based upon four-digit SIC codes, these bondees were engaged 

in 147 different types of businesse's including manufacturing, wholesale and 

retail of various products and provision of a wide range of services. Bondees 

worked for federal and local government agencies as well as for private industry 

and non-profit organizations. 
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In order to establish a reference point, the 1970 state labor force dis-

tributionby industry type (at the more aggregateu two digit level) is comparcJ 

to the industry distribution of bondees. nxhibit 3-1 on the follo~ing page shows 

the twelve SIC's (at the two-digit level) in which the highest number of Illinois 

bondees were employed. Over 90% (472) of the Illinois bondees were employed in 

these twelve groups. Manufacturing was, by far, the largest SIC category, with 

ab.out one-quarter of the Illinois bondees. This inCluded, among other things, 

the manufacture of clothing, furniture, rubber and metal goods J and sporting 

anu photographic equipment. I!o\~ever, it should be noted that 0110 third of 

the bondees employed in manufacturing were employed by two companies. A 

clothing company and a sporting goods manufacturer employed 19 anu 23 bondces J 

respectively. In retail trade J which ranks second, 37 bondees (about half of 

those in that category) were employed by a single company. The fourth highest 

category, public administration, employing 9% of the Illinois bondees, also 

bears some comment. All 47 individuals employed in this category served as 

"property custodians" in the Chicago Policy Department. Bondees employed by 

"non-profit organizations" are also represented primarily by one employer. 

The Goodwill Industries employed 37 of the 41 individuals working in this 

category. 

Column (6), Exhibit 3-1, shows the percentage of the total State of 

Illinois lab~r force employed in the twelve industries employing 90% of the 

bondees. In comparison, these twelve industries employ only 61.6~o of the 

Illinois work force. Seven of the top twelve bondee industries are also among 

the top twelve in the State; however, manufacturing and wholesale trades are the 

only categories whose ranks in State employment and bondee employement correspond 

directly. * The ranks of retail trade, public administration, and restaurants 

* Exhibit 3-2 illustrates the 12 major 'industries in the State as a whole 
in 1970. 
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2:-Digit 
SJC Code 

19-39 

52, 56 
57,59 

55 

93 

86 

50 

53 

73 

72 

42 

58' 

75 

EXHIBIT 3-1 

INDUSTRY DISTRIBUTION lli-10NG ILLINOIS BONDEES A.t\lD OVERALL STATE EMPLOY1>1E:\T 

12 Largest Industries 
Employing Bondees* 

Manufacturing 

Retail Trade 

Cars (Ret.) & Service Stations 

Public Administration 

** 
Non-Profit Organizations 

Wholesale Trade 

Gen. Mdse. Retail - Dept. Stores 

Business Services 

Personal Services 

Trucking - Moving & Storage 

Restaurants 

Repair Services 

(N=521) 

Nwnuer of 
Bondees 

130 

73 

56 

47 

41 

25 

25 

23 

16 

16 

10 

10 

Percent 
of Total 
Bondees 

25.0 

14.0 

10.7 

9.0 

7.9 

4.8 

4.8 

4.4 

3.0 

3.0 

1.9 

1.9 

1970 Illinois 
ElilploYlllellt In 
12 Industries 

1,340,180 

245,630 

79,024 

194,269 

63,300 

185,536 

143,005 

85,634 

127,396 

75,957 

130,438 

58,515 

Percent of 
Total Illi­
nois Jobs 

30.3 

5.6 

1.8 

4.4 

1.4 

4.2 

3.2 

}...9 

2.9 

1.7 

2.9 

1.3 

TOTAL 472 90.4 I 4,419,915 61.6 
Source:' ~lT-110 forms supplied by Illinois Employ. Serv.: U.S. Census of Population 

*See page 4 for discussion 

**Between the yeirs 1966 and 1974. 

. 
Rank 

1 

3 

10 

5 

22 

6 

9 

15 

11 

19 

10 

24 
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EXHI BIT 3-2 

12 LARGEST INDUSTRIES: STATE OF ILLINOIS 

Major Industries 
In Order of Si ze 

Manufacturing 

Schools & Colleges 

~lisc. Retail Trade 

Construction 

Public Administration 

Wholesale Trade 

Insurance 

Hospitals 

General r~rchandise 

Restaurants 

Personal Services 

Agriculture-Forestry-Fishing 

Total 
Source: U. S. Census of Population 

. 75 

Percent of 
Persons Employed 

30.3 

6.9 

5.6 

5.1 

4.4 

4.2 

3.5 

3.5 

3.2 

2.9 

2.9 

2.7 

75.2 



differ only one place when comparing bondee rank to all State labor force rank. 

l30ndee jobs thus seem to be concentrated in fewer types of industry than 

aro jobs throughout Illinois. Some of the more outstanding contrasts between 

the bondee labor force and the general labor force are as follows: 

• Automobile retail, gas, and service, in which 10.7% of bondees were 
employed, employs only 1.8% of the workers in the State. 

G The second largest category for the State, schools and colleges, 
which employs 6.9% of the general working population, employed only five 
bondees in Illinois, about 0.9%. 

III The fourth largest Illinois category, construction, employs 5.1% 
of the general work force. Only 0.6% of Illinois bondees, (3) worked in 
the construction industry. 

Automobile dealerships and gas and service stations employ a variety of 

unskilled and semi-skilled worker,S. The fact that many service station 

jobs such as "attendant," as opposed to "mechanic," pay very low wages and 

usually have a high turnover rate can partially explain the 

disproportionate munbers of bondees in this category. Frequently jobs which 

ox-offenders are able to obtain upon release from prison are of this nature. 

The discrepancies between those industries which employ the largest 

numbers of bondees and those \vhich employ the largest numbers of Illinois 

residents suggest a number of avenues for future bonding program development. 

In particular, those industries which playa large role in the Illinois eCOll-

omy but which are not represented among bondees may hold a significant 

potential for broadening bonding, placement actjyity. In some instances, 

it can be expected that State and local licensing statutes and union member-

ship agreements may be partially responsible for the low numbers of bondees. * 

In these instances, remedial action will lie beyond the capacity of individual 

employment Service placement specialists. But on the other hand, there may 

*For a discussion of the role of licensing restrictions for ex-offenders, 
see La\v> Licenses and the Offel1der' s Rights to Work by the National Clearing­
house on Offender Employment Restrictions. 
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be no specific barrier in other industrial categories--such as state 

colleges and universities--and these categories may prove a fruitful market 

for job development activities for future bon~ees. 

3.1.2 Additional SIC Data 

Standard Industrial Classification data has been provided for 2432 

bondings, representing about 84% of the bonding activity since July, 1972, 

and about 37% of the total number of individual bondings which took place 

since the inception of the program.* The extent to which the industrial 

categories in which these 2432 bonding placements fall are representative 

of the universe of bondees is difficult to as_sess. This is particularly 

true because of the dramatic changes in the economy \."hich have occurred 

since 1972. However, data on these placements are included as a supplement 

to the Illinois case study, and comparison with Illinois appears in 

Section 3.1. 3. 

Exhibit :5-3 demonstrates th,at the 2432 bondees were placed in a wide 

variety of industries, but were concentrated among the wholesale and retail 

trades and services. The wholesale and retail trades accounted for more than 

a quarter of these bandees; more than a quarter of these.placements were in 

service occupations. 

*The contract between the Departinent of La.bor and the Summit Insurance 
Company, which took effect in July, 1972, required, that information concerning 
SIC and DOT codes for all bondee placements be included in all subsequent 
monthly progress reports from the contractor. 
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EXHIBIT 3.,.,3 

INDUSTRIAL CLASSIFICATION OF BONDEE PLACEMENTS 

(2 digit-SIC data; N=2432)* 

Standard Industrial Classification 

Wholesale and Retail Trade 

Business & Personal Services 

Manufacturing 

Finance, Insurancc, and Real Estate 

Transportation; Communication; 
Electric, Gas and SanitaTY 
Services 

Construction 

Government 

Agriculture) Forestry and Fisheries 

~jining 

Nonclassifiabl~ 

TOTAL SICS 

NumboT of Hondee:; -

1154 

603 

221 

169 

99 

48 

26 

20 

2 

o 

2432 

are available for 4223 of the 6655 bondings. 

PcrccntllJ~c 

47.4 

28.S 

9.0 

6.9 

4.1 

2.0 

1.1 

.8 

.1 

99.9 

Source: ~1cLaughlin i10nthly Printouts L
S1CS 

------------------------------------------------------------~ 
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Exhibit 3-4~ shows the thirteen occupational groupings into which bondees 

were most frequently placed based upon 2-digit ·SIC codes, Automobile dealers, 

ineluding gasoline and serv~.ce stations, employed more bondees than did any 

other single grouping of business. Over one-fifth (22.2%) of the bondees for 

whom SIC's are available held jobs in this category. This number is more than 

twice as high as the next most frequently represented occupational grouping, 

"miscellaneous business services." These top ten categories account for almost 

three-quarters of the 2432 bondees. The remaining 671 bondees were employed 

in sixty-three other categories. 

SIC 

55 

73 

50 

70 

58 

86 

54 

65 

75 

53 

42 

52 

80 

* 

EXHIBIT 3-4 

MOST FREQUENT INDUSTRIAL CATEGORIES 

(N=2432) * . 

Title 

Automobile dealers & gasoline 
service stations 

Miscellaneous business services 

Wholesale trade 

Hotels, rooming houses, camps 

Eating and drinking places 

Non profit organizations 

Food stores 

Real estate 

Auto repair, service and garage 

Retail trade, general merchandise 

Motor freight transportation & 
marketing 

Building material, hardware, farm 
equipment 

Medical and other health services 

All others 

TOTAL 

Number 

541 

265 

206 

100 

97 

92' 

91 

85 

67 

59 

57 

51 

50 

671 

2432 
No SICS are available for 4223 of the 6655 bondings. 

Percentage 

22.2 

11. 0 

8.5 

4.1 

4.0 

3.8 

3.7 

3.5 

2.8 

2.4 

2.3 

2.1 

2.0 

27.6 

100.0. 

Source: MCLaughlin "1onthly Printouts. 



3.1. 3 Comparison of Illinois and Other Bondee Employment Profile 

The ,SIC data from the two sources present similar but not identical 

pictures. Although the four largest employers of bondees in Illinois were manufac-

* turing, retail trades of various types, service stations/auto dealers and 

public administration, only manufacturing and services stations/auto- dealers 

were among the four largest for the 2432 post-1972 bonuees, as indicated 

in Exhibit 3-5. There were no bondees listed in public administration jobs 

or in personal services, with the exception of those in Illinois. 

Certainly this exhibit v~rifies the one trend which has appeared regardless 

of what aspect of the bonding program (e.g., claims) is being examined,: auto service sta-

tions dominate every sample population rogardless of the size. Further, since 

the SIC I S for non-Illinois bondees are available only after 1972, and column (2) 

** covers only 70% of all those bondees, and the percentage in that category 

is fully'twice as large as the Illinois percentage which covers the whole 

program, it might appear that the trend toward bondee employment in service 

stations is accelel·ating. indeed, the number of claims from that category 

(60) \~hich have been filed between 1972 and February 1975 is almost twice 

the number filed between 1966 and 1971. 

3.1.4 Job Profile: Bondee FollO\YUp Data 

Oc~upational data were collected from those individuals who provided 

usable respon,ses to the bondee followup mailing and cross-referenced 

against available MT-UO occupational data. The following results are thus 

based upon the data concerning 53 'respondents to the bondee followup activities. 

*The manufacturing and miscellaneous retail categories include a range of 
2-digit SIC codes. Manufacturing:: 19-59, retail =' 52; 54, 56, 57, and 59. 

**The Illinois breakc1moffi includes 90"0 of Illinois bondB;es. 
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EXHIBIT 3- 5 

ILLINOIS BONDEE HIPLOYMENT PROFILE 

COMPARISON WITH POST-1972 BONDEE 

EMPLOYMENT PROFILE IN SHULAR CATEGORIES 

ILLINOIS (1966-1974) POST - 1972 

* 
Number of Percent Number of Percent 

SIC Title Bondees of Illinois 

19-39 Manufacturing 130 25.0 

52, 54, Retail (~lisc.) 73 14.0 
56, 57, 
59 

55 Service Stations/ 56 10.7 
Auto Dealers 

93 Public Administration 47 9.0 

86 Non-Profit Organization 41 7.9 

50 Wholesa.le Trade 25 4.8 

53 Retail General 25 <1. 8 
Merchandise 

73 Business Scrvic,es 23' 4.4 

72 Personal Services 16 3.0 

42 Trucking, Moving and 16 3.0 .. 
Storage 

58 Eating and Drinking 10 l.9 
Places 

75 Repairs 10 l.9 ---
Other 49 ~.4 

TOTAL 521 99.S 

Source: ~IT-IIO forms supplied by Illinois Employment Service, 
~cLaughlin Monthly Printo~ts. 

Bontlees of Total 

221 9.0 

1,,)2 5.S 

541 22.2 

92 3.8 

206 8.5 

59 2.4 

265 11.0 

57 2.3 

97 4.0 

67 2.0 

685 28.2 

2432 99.2 

*These SIC categories have been aggregated to correspond to the Illinois 
breakdown in Exhibit 3-1 rather than the overall breakdown in Exhiblt 3- 3 
and 3- 4 
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The 53 bondees were placed in a wide range of jobs through the program. 

Although several of them were unskilled "blue collar" jobs such as janitor, 

factory order packer and warehouseman, many were technical or "professional" 

j obs involving supervisory Tesponsibil i ty. These included electric:! 1 techni-

cian, accounts payable supervisor, counseling director, and Testaurant manager. 

The 53 bondees held approximately 35 different types of jobs. The single 

job held by the highest nWllber of bondees was salesperson. These ten respon-

dents were involved in the sale of automobiles, cleaning supplies, clothing, 

insurance, and other goods and services. Office workers. also tlccounted for 

a high proportion of bondees. Eight bondees.had clerical jobs. 
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3.2 Results of Employer Participation 

Employer questionnaires were sent to a 5% nationwide sample of employers I"ho wel'C 

listed in pl'ogram records as having hired participants in the bonding program. i<' }!ow-

ever, of the 63 employers who returned completed instruments, only 35 (55. SO.,) 

said that they hired individual hondees through the Feaerol Bonding Program 

as indicated in Exhibit 3- 6. Six employers (9.S~o) responded that they had 

not hired program bondecs, while over one third did not answer this questi,oll, 

or did not know. Thus, most of the data concerning employer experi ('nee \~i th 

rl the program is bRsed on 35 responses. 

r 

B·, 
.~ 

t.u 

HIRED 

EXHIBIT 3-6 "'* 

EMPLOYERS WHO 
HIRED E1>lPLOYEES COVERED BY 

FEDERAL BONDING PROeml 

(n~63) 

Numb('!' 

35 

DID NOT HIRE b 

DON'T KNOW 9 

L:SWER 13 

TOTAL 63 

3.2.1 Discussion of General 'Responses 

Utilization of Fidelity Bonding 

Pcr Cent 

55.5 

9.5 

P.3 

20:6 

99.9 

Although 63 eJ~loyers returned the instrument, only 49 (77.8%) indicated 

that they do, in fact, use fidelitx bonding, or have used it at one time. (Sec 

~ Exhibit 3-7, below.) The remaining 22.2% indicated that they do not use fidel­

" l :1 

ity bondlng. did not respond to the question, or did not know. 

* Instruments were mailed to approximately 300 employees. 
** Sour~e: Conttact Research Corporation Employer FOllow-Up Survey, 
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Although it was hoped that the bonding program might reduce employer 

reluctance to hire ex-offenders and other "hard-to-bond" individuals, the 

program also provided an opportunity for employeTS to require bonding £01' 

-, 
positions not prev~ously insured. In other words, an employer might require 

bonding for an individual through the program simply because it was available 

at no cost. However, this diu not appear to be happening in IllOSt cases. 

EXHIBIT 3-7 * 

EMP.LOYERS WHO USE FIDELITY BONDING 

(N=63) 

Nwnber Per Cent 

USE NOW 46 73.0 

PREVIOUSLY USED 3 4.8 

DO NOT USE 8 12.7 

DON I T KNOW 6 9.S 

63 100.0 

Figures presented in Exhibit 3-8 , below, are based on the employers f-io\ 

who usc, or have used, fidelity bonding. Over 8096 (49) indicated that they 

require bonding for Iiall il or "most ll of their employees. A total of 7 employers, 

or 14.3% indicated that they require bonding for "some" or "I" or "2" indivi-

duals. 

** Source: Contract Research Corporation Employer Follow-Up Survey. 
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EXHIBIT 3-8 *** 

PORTION OF EMPLOYEES COVERED 
BY FIDELITY BONDING 

* (N=49) 

Nwnber 

36 

4 

4 

') 3 <-

DON'T KNOW 
OR NO ANS. 2 

TOTAL 49 

Per Cent 

73.5 

8) . ~ 

8.2 

6.1 

4.0 

100.0 

The 49 employers I use of fidelity bonding is further described b>' data 

** rt presented in Exhibi t 3·~9, below. Of the 50 respondents, over four-fifths 
1 i 

(82 96) reported carrying a blanket bond for all their employees for whom they 

e 
.>1 require bonding. Four employers (8 g6) carried a blanket bond fOT most employees 
,!I 

ff1 iii 

.. r' 

and a name bond for one or more employees. No emp loyers used special fidelity 

bonds for each employee or position (name or position schedules). 

*49 employen use or have used fidelity bonding. See Exhibit 3-7 above. 

**Data in Exhibit 3- 9 is based on 50 employers; one employer did not 
answer the question regarding use of bonding but did respond to that regarding 
type of bonding. 

Source: Contract Research Corpora tion Emp loyer Follow-Up S·urvey. 
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EXlIIBIT 3- 9 * 

TYPES OF FIDELITY BONDING 
USED BY E~IPLOYERS 

(N=50) 

Nwnber 

BLANKET FOR ALL THOSE 41 
BONDED 

BLANKET FOR ~10ST , 4 
NAME FOR ONE OR ~IORE 

NAME OR POSITION 0 
SCHEDULE ONLY 

DON'T KNOW 5 
OR NO ANSWER 

50 

3.2.2 Relations with Insurors 

Per Cent 

82 

8 

0 

10 

100 

Standard fidelity agreements exclude individuals known by employers to 

have "committed dishonest or fraudulent acts." Employers were asked,whether 

they had inquired of their insurors whether a waiver of this exclusion could 

be granted in order to hire someone and have him/her covered under their 

existing bonding policies . Exhibits 3-10, 3-11, and 3-12 indicate the munbers 

of employees who requested such a waiver(s), the number of requests which they. 

made and the insurors' responses, respectively. 

Exhibit 3-10 shows that fewer than half (46\\0) of the 50 employers claimed 

to have requested waiver(s) of exclusionary clauses. Slightly over one-third 

did not request waivers. The high number of employers who did make requests 

would seem to indicate a willingness on their part to hire ex-offenders or 

other "hard-to-bonds." 

This wj llingness is further illustrated by the data presented in Exhibit 3-11. 

* Source: Contract Research Corporaticn Employer Follow-Up Survey. 
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I l Of the 23 employers l'1ho made such request.s, 56.5% (13) made only one request. 

~ HoweveT, 17. sgo, 01.' a little less than one-fifth, made 3-5 requests; ilnu an 
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equal nwnber made more than five requests . 

ElvlPLOYERS WI 10 
REQJ,:EST \~J\IVER OF EXCLUSlm:AR't CLAUSE 

* * CN=SO) 

Nlmlber Per Cont 

REQUESTED 23 46 

DID NOT REQUEST 17 3-1 

DON'T KNOW 10 20 
OR NO ANSWER 

TOTAL SO 100 

EXHI BIT 3-11 

NUMBER OF WAIVER REQUESTS MADE. 
BY EMPLOYERS 

** 'I: 

(N=23) 

Nwnber of Number of 
Requests Employers 'Per Cent 

1 13 56.5 

3-5 4, 17.4 

~lOi\E THAN 5 4 17.4 

DON'T KNOW 2 8.7 
--

TOTAL 23 100.0 

* Source: Contract Research Corporation Employer Follow-Up Survey. 
'**49 employers who indic:ated that they do use fidelity bonding, plus 1 who 

gave no answer to the use of bonding but did respond to this question. 

***Employers who requested waivers. 
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As described in the History of the Federal Bonding Program (Final Report, 

Vol. I), some insurors had stated that it was not they, but the employers who were 

creating an emplo)1Jlent barrier by claiming an in.:1bi lit)' to hire because of a 

prohibition by the insurance underwriter. Insurors held that employers did 

not ask for waivers of traditional exclusionary cluases because they preferred 

to maintain their policies of not hiring ex-offenders. llowever, as indicuted 

in Exhibit 3-12, insurors donied the requests of employers in 16 out of 23 

(69.6"0) cases. Although no firm conclusions can be drawn at this point 1'e-

garding employer willingness to hire ex-offenders, it seems evident that at 

least some insurors were less willing to modify bonding policies than some 

employers were to hire. 

EXHIBIT 3-12 *'k 

EMPLOYER REQUESTS FOR WAIVERS: 
RESPONSES OF INSURORS 

(N=23)* 

Number PCI' Ccnt 

AGREED 7 30.4 

REFUSED 16 69.6 

TOTAL 23 100.0 

The questionnaire item regarding the number of employers' requests to 

include ex-offenders in bonding policies was a closed-end item utilizing 

ranges rather than precise numbers. Therefore, it is impossible to state 

preciscly how many requests arc rcpresented. However, these figures rep resent 

a minimum of 49 requosts. Of these 49, a minimum of 26 were refused. Thus, 

*Employers who requested waivers. 

** Source: Contract Research Corporation Employer FOllOW-Up Survey, 
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it appears that insurors refused to waive exclusionary clauses in about half 

the cases. 

The persistance of employers in attempting to persuade insurors to bond 

ex-offenders can be measured by responses to the question: "When a waiver 

was not agreed to, did you request an individual Nam(' Schedule Bond for the 

potential employee(s)?" Of the 16 employers (as indicated in Exhibit 3-12) 

who were refused waivers by their insurors, none responded "yes" to this 

question. 

3.2.3 Profile of Employers Participating in Bonding Program 

Information presented in this section provides a brief descriptive sum-

mary ·of employer characteristics such· as type of business, geographic loca-

tion, and number of employees. Figures introduced in the remainder of this 

section are based on the responses of 35 of the 63 employers who returned 

questionnaires. 

EXHIBIT 3-13 ** 

EMPLOYER LOCATION 

(N=35) 

Nwnber Per Cent 

INNER CITY 28 80.0 

SUBURBAN 6 17.1 

* SMALL TOWN 0 0 

RURAL 0 0 

NO ANSWER 1 2.9 
---

TOTAL 35 100.0 

*The ·instrument defined "small town" as towns having populations of 
10,000 or less. 

** Source: Contract Research-Corporation Employer Follow-Up Survey. 
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I\s indicated in Exhibi.t 3-1.3 above, B09" of the businesses which responded 

were locatE:d in inner cities. Three inner city employers reported bysiness in 

a suburb, town, and/or rural area as well. Suburban areas were the next most 

frequently represented employer locations with 17.1% of employers indicating 

suburban areas as their business location. 

fhe respondents were engaged in a wide variety of businesses, including 

retail and wholesale trade, manufacturing and various types of services. 

range of businesses operated by responding employers is shown in Exhibit 

below. 

EXHIBIT 3- 14 -I; 

EMPLOYERS' TYPES OF BUSINESSES (SIC Catego~y) 

(N=35) 

Numher Per Cent 

RETAIL TRADE 
(autos, gas, service) 8 22.6 

WHOLESALE TRADE 5 14.3 

MEDICAL SERVICE 3 8.6 

MANUFACTURING 4 11. 4 

RET AI L TRADE (other) 3 8.6 

TRANSPORTATION 2 5.7 

RET,\I L TRADE (food) I 2.9 

REPAIR SHOP (auto) 1 2.9 

RETAIL TRADE 
(gen 11 merchandise) 2 5.7 

OTHER 6 17.1 

TOTAL 35 99.B 

",. Source; Contract Research Corporation Employer Follow-Up Survey. 
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More employers were engaged in retail trade of autos, including gas and 

~ service, than in any other single business type. More than one-fifth, 22.6% of the 

respondents were in this category. The next most highly represented business 
1 

n types were wholesale (14.390), manufacturing (11.4%), other retail trade .and 

medical services (8.6 90 each). Various types of business, generally represented 

by one employer each, were included in the category labelled "other." 

The profile of bonding program employers a1 so 111cludcs the s j 7..0 (numhcl' 

of employees) of the firms \~hich hiTeJ the participating bandel'S. Lxamin:H.ion 

of Exhibit 3-15 , below, reveals that over one-half (54.3%) of the businesses 

represented by respondents employed over 50 individuclls. This group, combined 

with those who employ 21-50 individuals , constituted over three-quarters (77.2.01)) 

:::; of the respondents. Less than one-tenth (8.6%) had 10 or fewer employees. 
p 

EXHIBIT 3-15 * 

EMPLOYERS' 
SIZES OF FIRMS 

(N=35) 

# Employers NUillbc,r Per Cent -----
5 OR LESS' 2 5.7 

6-10 1 2.9 

11-20 5 14.3 

21-50 8 22.9 

OVER 50 19 54.3 

NO ANSWER 0 0 

TOTAL 35 100.0 

* Source: Contract Research Corporation Employer Follow-Up Survey. 
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3.2.,4 Employer Satisfaction with Bondee Performance 

The 35 responding employers who indicated that they hired bondees 

represented a minimum of 115bonciecs, or about 2°6 of the 6,600 individuals 

bonded through the Federal Bonding Program. A large portion (42.9%) llired 

one bondee through the progrmn; about one-fourth hired between 4 and 12. A 

breakdown of employers by number of bontlees hired is presented in Exhib_i t 3-16 

below. 

EXHIBIT 3-16 * 

NUMBERS or FEDERAL BONDING PROGRAM BONDEES 

HIRED BY EMPLOYERS 

(N=35) 

Number of Number of Per Cent 
Bondees Employers of Employers 

1 IS If2 . 9 

2 4 11.4 

3 3 8.6 

4-12 9 25.7 

13-20 2 5.7 

OVER 20 2 5.7 

TOTAL 35 100.0 

ThcSD employers collectively, were in contact with only a small portion 

of the bondees hired as a result of the program. However, their views and 

attitudes constitute the only reported experiences between bondees on-tile-job 

and their employers. These experiences provide the basis upon which actions 

toward future employment of program participants will be taken by employers. 

* Source: Contract Research Corporation Employer FolloW-Up Survey. 
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One general indication of employer impressions of the bonding program and 

of possible willingness to hire other ex-offenders is their expressed satis-

faction with the performance of bondees on-th&-job. A large majority Jesponded 

"yes" when asked whethet s.uch performance had been satisfactory. Over three-

fourths (77.1%) of the respondents were in this ca.tegory. One-fifth eN=7) 

of the employers responded "no" to this question. The breakdown is sho .... n in 

Exhibit 3-17. 

EXHIBIT 3 -17 *. 

EMPLOYERS I SATISFACTION WITH BONDEE PERFORMANCE 

CN=35) 

Number Per r.ent 

SATISFIED 27 77 .1 

NOT SATISFIED 7 20.0 

NO ANSWER 1 2.9 

TOTAL 35 100.0 

Another indicator is the frequency with which employers inform other 

agencies of their willingness to hire ex-offenders. In the instance where 

the Employment Service represents lIanother agency", half of those who 

answered had taken such· action. Therefore, while most employers seemed satis.-

fied Il'ith bondee performance (see Exhibit 3-17), not all of them took any 

additional action. 

* Source: Contract Research Corporation Employer f-ollow-Up Survey. 



EXHIBIT 3-18 * 

NOTIFICATION TO E~1PLOYMENT SERVICE OF HIP LOYER 

WILLINGNESS TO HIRE EX-OFFENDERS 

(N::35) 

Nwnber Per Cent 

NOTIFIED 16 45.7 

DID NOT NOTIFY 16 45.7 

NO ANSWER 3 8.6 

TOTAL ."15 iOO.O 

3,3 Impact of the Bonding Program on Insurance Industry 

A major focus of the Program Analysis has been to assess and report 

results of the bonding program for its participants (bondees and employers). 

One reason that results have not been identified as "impacts" is the absence 

of an opportunity to measure how these participants would have fared without 

the bonding program. The one exception to that rule is the fidelity bonding 

industry. 

The Department of Labor initially wldertook to provide bondlng coverage 

because· of the inability of certain otherwise employable individuals to secure 

such coverage from commercial sources. As has been discussed in The History 

* Source: Contract Research Corporation Employer Follow-Up Survey. 
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of the Federal Bonding Program and in Section 2.3 of this report, m3ny of the 

designers of the bonding program had two expectations of th.e program that 

involved the insurance industry: 

(1) In the short term, it was hoped that interest in the program 
would generate at least one acceptable bid and thus pT,ovide 
the necessary processing of bonds and support for resolving 
any.claims initiated by employers of those covered. 

(2) In the long 1U11, it was hoped that sufficient positive actuarial 
experience would occur so that conunercial bonding compan ies 
could be persuaded to use gr-eater flexibility in bonding indi­
viduals previously considered "unbondable". 

The fiI'st expectation was fulfilled to the extent that three> relatively 

small companies have (sequentially) entered into contracts with the Department of 

Labor to provide the necessary services.* The second expectation has not been 

achieved in any fashion that can be attributed to the "existence of the bonding 

program. 

The following discussion represents judgments based on interviews \~ith 

representatives fI'om the industry and--where applicable--the Tesul ts of the 

employer survey which described employers' relationships to thei.r bonding 

companies. 

It is important to keep 'in mind that insurance companies COIlS idel' the 

ability to screen the fideH ty bonding applicant an essential prerequisite 

for the existence of their business. One screening criterion has traditionally 

been the commission of crimes, especially those related to property (theft, 

embezzlement, fOTgery, fraud, etc.). However, insurors generally maintain 

that given "sufficient" evidence of "repcnt~mce and rehabilitation" such 

indiv~duals can be, and aTe, approved for fidelity coverage. 

*This issue is further explored in the History of the Federal Bonding Program. 
That volume covers three insurance underwriters contracts. Since its· completion, 
a contract has been executed with a fourth underwriter. 
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T~e Federal Bonding Program prohibits such screening and is 

therefore, at least conceptuallY, an anathema to the fidelity bond-

ing industry. 

After reviewing the bortdee and employer responses to the mail 

follolrup surveys, and considering the information given by insurors, it 

appears safe to conclude that there has been no significant change in 

the unwillingness of bonding companies to modify their practices in 

general with respect to the exercise of discrimination among individ-

uals applying for coverage. But on the other hand, there is a consensus 

among insurance industry leaders in our interviews that in recent years, 

there has been a tendency towards increased flexibility in making exccp-

tions to exclusionary clauses, and that the proportion of individuals 

who cannot get fidelity bonding is smaller than it has been in the past.* 

It should be noted, however, that the insurance industry contentions 

about bonding ex-offenders on a case-by-case basis have been challenged 

in a number 0:;:' cases by reports of Employment Service plncement special-

ists and employers. (See, for example, Exhibit 3-12 above.) In the 
" 

absence of systematic empnical data on this topic, it is difficult to 

ascertain the accuracy of these charges and counter-charges. 

* This is still subject to statutory restrictions in certain job types, 
such as those in state and federally chartered banks and savings 
institutions. 
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It thus becomes appropriate to consider the criteria utilized by insurors 

to s.creen out potential employees and to gain additional understanding of 

insurance industry practices on a more specific "case-by-case ll basis. For 

example, one might consider .!atisfactory performance by a bondee while 

covered wlder the program as providing some evidence of the individualls 

reliability. If there ,,,ere bondees \~ho exhibited such reliability in the 

view of their employers, it could be expected that a growing number of program 

"graduates" would be found covered under the regular bonds used by their cm-

ployers. There is no clear evidence that this has occurred. Some bondce 

respondents and employers indicated that this had happened, but verY few. In 

addition, comments by several insurors indicated that the ranks of program 

graduates transferring to their accounts were not swelling noticeably, nor 

waS there any expectation by these insurors that this would be the case in 

the future. The following factors appear to explain and strengthen that 

conclusion: 

(1) The limited information exchange between the Del?artment of Labor and 
the fidelity bonding industry has resulted in relatively little awar:e-
ness of the current status and or effectiveness of the program. 

(2) When confronted with the default rate and loss experience figures 
reported in Section 2.3, industry representatives offered a vari-
ety of r~asons why those figures were not conclusive. Further, there 
is a steadfast belief among many insurors that most serious 
embezzlement and related cl~imes do not occur until well after 
the 18-month coverage limit suggested by the bonding program 
guidelines. , 

(3) There were no insurance representatives who re~alled even 
reviewing mOTe than five applications submitted on behalf of 
program graduates. 

C 4) Finally, there is no evidence of any innovative experiments in 
fideli ty bonding of' "unbondables lt since the two such proj ects 
carried out by the Aetna Life and Casualty Company \~hich took 
place in the mid-1960s.* 

*The Aetna activities in this regard are discussed in the ilistory of the 
Federal Bonding Progralll, Cf.lnal Report; Volume 1), pp. ,19-50. 
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In conclusion, the evolution of the fidelity bonding industry has been 

slow. over the ,last 20 years; there is no reason to expect that it will relio-

quish its basic approach to bonJing tn the next ten. 

That circumstance does not, however, dictate that the program shoulu not 

be continued, As the final section in this report indicates, the program has 

indeed had an effect on some of its participartts and could be continued on 

that merit alone--whether the insurance industry changes at all or not. At the 

same time, if the quality of the bondees' work experience can be improveJ 

through changes in program Jesign. then those bondees who wish to contintle to 

work in jobs requiring bonding can be better prepared to satisfy the case-by-casc 

screening constraints still imposed by commercial firms. 

-

r' .... 
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3.4 Results of Participation on Bondee Employability 

The following section assesses the effect of the bonding program on 

various indicators of bondee employability. Information presented in this 

section was obtained from questionnaires mailed to approximately 1600 bondees 

* throughout the United States. Although it is not likely that the respon-

dents comprise a representative sample of all bondees, the very defini to 

trends in their experience are worthy of note. 

"Employabili ty" was not measured in terms of potential, such as ski 11 

acquisition or willingness to work; rather,_ the questionnaire aimed to deter-

mine the program's effect on bondees' salaries and job retention. In addition, 

it drew on bondees' perceptions of their own employability and their experience 

in t11e program. In general, those bondees who responded had retained their 

jobs for over a year and were earning higher salaries than they had before 

entering the program. In addition, most bondees commented favorably upon 

the program's effect on them. 

*Instruments were mailed to approximately 427 bonclees in Illinois and 
about 1375 in other states, representing all bandees for whom home addresses 
were available, legible, and complete. Bondees from states other than 
Illinois were all bonded prior to 1971; Illinois bondees cover the entire 
history of the program from 1966-1974. 

It was· originally hoped that information gathered from Illinois bondees 
would enable the preparation of a representative case study. However, the 
response rate from the Illinois boncieemailings was lower than hac! been. ex­
pected and was in' fact low.er than the rate encountered in the 1Ire-1971 nwil­
ing for all other states. Only 19 Illinois bondees and 75 non-Illinois 
(including pretest) bonde'es returned completed instruments, representing return 
rates of 4.37% and 6.6% respectively. Of these 94, only 10 Illinois and 53 non­
Illinois bondces indicated that they had been bonded through the program. The 
responses of these two groups wer~ combined; figures in this sub-section are 
therefore based upon 63 pa~ticipant responses . 
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3.4.1 Salary as a Measure of Employabili ty 

The work experiences of b0nding program participants were examined to 

identify significant increases or decreases in salary among the indj viduals I 

(1) last job before entering the program, (2) bonding program job, and 

(3) current job held by the program participant. (PresentlY unemployed pro-

gram participants were requested ~o indicate salary infonnation for their 

"most recent" job. In some inst<lnces, the current or most recent job mny 

be identical to the job held while the individual was participating in the 

Federal Bonding Program). 

This analysis does not presuppose that ~alary level is the only, or even 

the primary, indicator of job quality; but it is the most easily measurable. 

Therefore, this section contains a discussion of data collected from 63 re-

spondents to the bondee followup mailing concerning their salary histories. * 

Job stability in terms of length of stay may also be a useful index of job 

quality and/or job satisfaction, and is discussed in Section 3.4.2 below. 

It is important to consider several factors in examining salary figures. 

The pre-bonded salaries are (on the average) slightly over seven years old. 

Many are more than ten years old; the bonded job salaries are as much as 

*0£ the 63 respondents who indicated that they were, in fact, bonded 
under the program, all three salaries are available for only 29, slightly less 
than half. Two salaries are available for 18,about 28%, and one salary is 
available for 13, 20.6 96. There are no salaries available for the remaining 
three bondees. Thus, some comparison is possible fo.r 47 (those with two or 
three salaries available), about three-fourths oi the respondents. 

All hourly, monthly and yearly salaries given by respondents were con­
verted to weekly figures as follows: 1 week :::: 38 hours: 1 mon'th - 4.3 weeks; 
1 year = 52 weeks. 

Cases in which compensation was based primarily on commission were not 
counted as "available" salary figures. This \Vas the case for cleven individuals. 
Part-time or seasonal salaries, such as a $3,600 a year job with the U.S. Census 
Bureau were also not counted. (One individual reported a pre-bonding salary of 
35¢ per day for work performed within a correctional institution. This wa,s not 
included in "available salaries.) 

The salaries of bondeas \1ho listed their current or most recent jobs as 
"same" as bonded jobs were assigned two igentical salaries, unless they specified 
promotions or raises. 

For 30 respondents (all of those with three salaries and one with two 
salaries available), pre-bond and current salaries are available) 'which al1m.;s 
for a before and after comparison. For the remaining 18, either pre-bond and 
bond, or bond and current salaries arc available. 
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seven years old. Thus) absolute increases from pre-bond to bond to cUrl'ent 

job are not necessarily totally attributable to the bonding program. 1110ro-

5:·ore., these increases should be examined in the Ii ght of such facto:rs as 

changes in the minimum wage and cost of living in the past 7 to 10 yoars. 

The Fode:ral minimum hourly wage W1.iS $1.60 betweon 1960 and 1970.' Tht>.. 

1975 minimum hourly lI'ago is $2.00, 2S".; moro than that of fLvo to nftl~on yenrs 

ago. Thus, an incroase of mOl'O -than 2S go from pro;...bonued sa1ary to current 

salary may be considered an increase in job q'ua1ity rather than merely a 

maintenance of wage level. The overall cost-of-livinr; index 11:1:: rison S9.3(~ 

since 1967. However) mqny businesses or tndividu~ls have not been able to 

keep pace with this rise; especially during the last two or three years. 

Exhibit 3-19 be10vi shows the changes from pre-bond to current or most recent 

salaries for the 30 respondents for \"hom these figures arc available. 

EXHIBIT 3-19 * 

SALARY CIlA,\jGE FRO~1 PRE - BOND TO CURRENT ,) a BS 

Number Percent 

Decrease 1 3.3 

" No change 2 6.7 

Incrcase = 1-25°0 6 20.0 

Increase = 26-S9% 8 26.7 

Increase ::. 60-99% 6 20.0 

Increase = 100-lSO~o 4 13.3 

Increase Over lSOtQ 3 10.0 

Total 30 100.0 

* Source:' Contract Research Corporation Bondee Follow-Up Survcy. 
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Of the 30 respondents, 21 (70%) show salary increas~s of more than 25~D. 

r·lost of these increases were extremely high; seven bondees, slight.ly less 

than one fourth, 113.t! doublet! or triplet! their salaries. Therel\'cn~ 13 eLI:;. 3~ti) 

of the 30 whose salaries rose more than 59%. It shOUld be noted that the 

salaries of the seven individuals whose salaries did not change or increased 

less than 25% were considerably more than minimum wage and rnnged from $128 

to $288 per week. In addition, one of the two individuals whose sn1nries dc-

creased is currently earning $231 per week, nlthough his incnrccrntion intor-

rupted a job at which he was earning $400 per week. 

Salaries are also compared for those respondents for whom only pre-bond 

and bond or bond and current salaries are available (Exhibits 3-20 and 3-21, 

respecti vely). The primary reason that the salary groups sholvn in Exhibit 3-21 

do not show increases comparable to those in 3-19 is that the time span ropre-

sented is shorter. In Exhibit 3-20 and 3-21, those figures which arc available 

are fairly well spread among each percentage range. 

The salaries of the individuals in Exhibit 3-21 which show no change 

warrant some cooonent. All four of these hondees listed their current or most 

recent job as the same as their bonded job. Three of the four entered the 

program in 1972 and one entel'ed in 1970. Thus,' although it is likely that 

they have received a raise in salary in the past three to five years, it is 

likely that they have listed their most recent salary at the bonding program 

job. It should also be noted that five of the seven individuals shown in 

Exhibit 3-20 are presently either unemployed or retire~. 
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EXHIBIT 3-20* 

SALARY CHANGE, PRE-BOND TO' BOND 

eN=7) 

Number 

1- 25 9" 3 

26-59 go I - . 

60-7,1°0 1 

75-100"Q 1 

Total 7 

EXHIBIT 3-21 

SALARY CHANGE, BOND TO CURRENT OR ~DST 
RECENT 

(N=lO) 

Number Percent 

Decrease 1 10.0 

No Change 4 40.0 

Increase 25% 2 20.0 

Increase 26-59~o 2 20.0 

Increase 60-74% 0 0 

Increase 75-100% 1 10.0 

10 100.0 

Percent 

42.9 

28.6 

14.3 

H.3 

100.1 

* Source; Coritract Research Corporation Bondee Follow-Up Survey. 



Although major increases in salaries may provide satisfactory evidence of 

the Federal Bonding Program's success in helping to ·provide upward mobility to 

bondees, it is important to examine absolute as well as relative salary figures 

to determine, to some extent, the general quality of jobs held by bondees be-

fore, duri'ng, al'ld after participation in the program. Exhibit 3-23 indicates 

the salaries of bondees at these three jobs. The total percentage of bondees 

earning $200 per week or more rose dramatically frol11 4.8°0 at pre-bonu to 2S. i1 °ci 

at current or most recent jobs. Although no caus:11ity can bc provcn herc, the 

trend cle~rly shows the largest concentration of individuals move from the 

lowes~ salary brackets toward the lligher ranges. As mentioned above, this may 

be due in part to the 25 g6 and 599,; increase in the minimwn wage and the cost of 

living, respectively. However, it also seems to indicate that training,' 

experience and/or job stability achieved Juring par~icipation in the program 

were factors in establishing this trend, 

The number of bondees in the under $100 per week category sharply declined 

from 28.6% at pre-bond jobs, to 15.9% at bond jobs, and 9.5% at current or 

most recent jobs. The portion of individuals earning less than $150 dropped 

104 

--

~\ 

= I 

I"'rl , 
I . 

I" 

:ci: .• 



r 
I 

I' 

r: 
t 1 

r. 
.;~ 

. " 

M 
r 

r I ' 

r~ 
'.~ 

r 
f' 

G 
~';"o 

':? 

r 
f: 

'1 
',' 

r.1 

D 
fr.3 

~ ..t, 

~. 

n 
~ 

.~ 

n 
~ 
~ ..... ~ 

EXHIBIT 3-22 ** 

WEEKLY SALARY AT PRE-BOND, BOND AND CURREl\TT OR 
MOST RECENT JOBS 

(N=63) . 

WEEKLY 
SALARY PRE-BOND BOND 

It go It 0, 
'0 

Under $100 18 28.6 10 15.9 

$100-lS0 16 25.4 18 . 28.6 

$151-200 8 12.7 12 19.0 

$201-250 1 1.6 7 11.1 

$251-300 1 1.6 4 6.3 

$301 or more 1 1.6 Q a 

Uneii1p10yed* 
or retired 2 3.2 0 o . 

No answer or 
not available 11 17.5 5 7.9 

'Commission 5 7.9 7 11.1 

rota] 63 100.1 ·63 99.9 

CURRENT OR 
MOST RECENT 
It 0, 

'0 

6 9.S 

9 14.3 

12 19.0 

8 12.7 

5 7.9 

3 4.8 

7 11.1 

7 11.1 

6 9.5 

63 99.9 

*The two individuals in this category in the pre-bond column had no work 
experience at all prior to being bonded under the program; 

**Source: Contract Research Corporation Bondee Follow-Up Survey. 
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from over half (54.7%) at prebond to only 23.8% at current or most recent jobs. 

At the same time, the number of bondees in the four higher salary ranges 

increased steadily. The number in the $151-$200 range rose from 8 (12.19,,) 

12 (19.0%). The relationship between these salaries is further illustrated 

by Exhibit 3-23 below. 

EXHIBIT 3 -23 * * 

WEEKLY SALARY AT PREBOND, BOND, AND 

$251-300 
(2.2 Qo) 

$201-250 
(2.2 0

6) 

I-
I 

CURRENT' OR MOST RECENT JOBS 

$300 OR MORE 

I (2.2%) 

$251-300 (7.8%) 

~ 
$201-250 $151-200 

(17.7%) (13.7%) 

1\ $151-200 
$100-150 (23.5%) 

(35.5%) 

$100-150 

1\ 
(35.3%) 

LESS THAN $10& 
(40.0 96) 

LESS THAN $100 
(19.6 00) 

* 

~ 
~ 

i\ 
1\ 
~ 

$300 OR ~tORE 

$251-300 (11.6 g,,) 

$201-250 
(18.6 go) 

$151-200 
(28.090) 

$100-150 
(2.10%) 

LESS THAN $100 
(14. O~i) 

to 

l-

PRE-BOND BOND CURRENT/MOST RECENT 

*Figures are based on bondees whose salaries are available. and thus do 
not include those unemploye~, retired, paid on commission, etc. 

* * Source: Contract Research Corporation Bondee Foll'ow-Up Survey. 
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3.4'.2 Job Retention as a Measure of Employability 

Job retention is often considered an indicatorof'perso~al stability and job 

satisfaction. The work histories of ex-offenders arc generally characterized by 

frequent job changes; many of the jobs which ex-offenders can obtain offer little 

opportunity for advancement. Exhibit 3-24 below shows the length of time bondoes 

stayed at their bonded jobs .... · ,Exhibit 3-25 shows the starting dates of those bondees 

EXllIBIT 3- 24 

BONDEES' 
LENGTH OF TUIE IN BONDING PROGHA~! JOB 

(N=63) 

It % 

Less than 6 months 1 1.6 

6-9 months 13 20.6 

10-12 months 6 9.5 

13-18 months 1 1.6 

19-24 months 5 7.9 

25-36 months 5 7.9 

37-48 months 3 4.8 

More than 48 months 4 6.3 

No answer 1 1.6 

Sti~l in bonded job 24 38.1 

Total 63 99.9 

*The job retention for bondees should be distinguished between tho length 
of time these individuals were bonded under the Federal Bonding Program. As 
was discussed in Sect.ion 2.2.2 J the typical bondee was covered in the program 
for only about one half year. The retention rates presented in this section arc 
based upon responses to' a mailed instrument~ Tho low return rate makes it im­
possible to claim the representativeness of the results. Nevertheless, as is 
described below, most bondee respondents tended to remain in their bonding 
program jobs after ceasing to participate in the program. 

**Source: Contract Research Corp~ration Bondoe FOllow-Up SlITVCY· 
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who are still in their bonding program jobs. Upon superficial cxamlnatioll of 

Exhibit 3-24, it does not appear that the job tenure of bondees was ·011tstanding. 

Almost one-third (31.7%) of the bondees held their jobs for twelve 'months or 

.i ess. However, more than one-fourth (26.9%) held their jobs for 19 months or 

more. The highest percentage of bondees, mQreover, are still in thejr hOllded johs 

and comprise 38.1% of the total. 

Exhibi t 3-25 serves to elaborate upon the issue of job stabU i ty. Almost. 

lmlf (45.8%) of these 24 who are still at their bonding progrrun jobs, were 

hired between 1968 and 1970 and have therefore been in these jobs from 4 to 7 

years. Not only docs this brin~ the nwnber of 1Iover 48 months" in Exhibit 3-24 

from 4 to 16 (25.4% of the total), but alSo these 12 .i.ndividua1s remain in 

their jobs at present. An addi tiona1 11 of the 2·~ begGn their jobs either in 

1971, 1972 or 1973, and thus have been in these jobs for 1 to ::; years. -

-
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EXHIBIT 3- 25 ** 

STARTING DATES OF THOSE STILL IN 
BONDING PROGRAM JOBS 

* (N=24) 

Number of Percent of Percent of those 
bondees all respondents respondents still 

bonded 
Jan.-June 1968 1 1.6 4.2 
July-Dec. 1968 3 4.8 12.5 
Jan.-June 1969 3 4.8 12.5 
July-Dec. 1969 2 3.2 8 .. 3 
Jan.-June 1970 1 1.6 4.2 
July-Dec. 1970 1 1.6 4.2 
Jan. -June 1971 1 1.6 4.2 

July-Dec. 1971 0 0 0 

Jan. -June 1972 3 4.8 12.5 

July-Dec. 1972 1 1.6 4.2 

Jan. -June 1973 2 3.2 8.3 

July-Dec. 1973 4 6.3 16.6 

Jan.-June 1974 1 1.6 4.2 

JUly-Dec. 1974 1 1.6 4.2 
Total 24 38.3 100.1 

*See Exhibit 3-21 
**Source: Contract Research Corporation Hondee FollOW-Up Survey~ 
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Exhibit 3-26 combines the infol'llwtj,on contai.ned in Exhibits 3-2'1 [Ind 3-25. 

The numbers in parentheses are those who are still in their bonJingprogram 

jobs. ~lonths are tabulated through June 1975, when the instruments were mailed. 

Including those individuals who are still in their program jobs, (l full 

quarter have retained these jobs for more than 4 years. An additional l,9g" 

have retained their jobs for 2 to 4 years. In total, almost two-thirds have 

held their jobs for over one year. Presumably, these figures will continue 

to rise each month as long as any of these bondees continue to retain the 

same jobs. 

EXllIBIT 3- 26* 

LENGTH OF STAY IN BONDING PROGRAI>! JOBS 

(N=63) 

Numbcr. Percent 

Less than 6 months 1 1.6 

6-9 months 13 20.6 

10-12 months 7 (1 ) 11.1 

13-18 months 4 (3) 6.3 

19-24 months 9 (4) 14.3 

25-36 months 9 (4 ) 14.3 

37-48 months 3 4.8 

More than 48 months 16 (12) 25.4 

No answer 1 1.6 

Total 63 . 100.0 

In general, bondees for whom this information is available tended to 

remain at their program jobs aft'er government bonding expired. Almost 

three-fourths (73.0%) of the bondees remained on ,their jobs from one month 
* Source: Contract Research Corporation Bondee Follow-Up Survey. 
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to almost five years after t!1ey were no longer participatin.g in the program. 

For these bondees, the av~rage lertgth of time stayed after program bonding 

* expired was 17.9 months. 

However, based upon informatipn contributed by bondees, 10 individuals 

(15.896 of the total) ap~ear to have been covered by government bonding for 

an average of 10.2 months after they had left their bonding program jobs. 

This may be due in part to clerical errors or to em}lloyersf failure to notify 

the Employment Service when bondees terminated their employment. In addition, 

this data is based on the individual recollections of bondees, and therefore is 

subject to error . 

. Job stability may also be measured to an extent by considering the 

reasons that bondees left their bonded jobs. Exhibit 3-27 indicates the 

reasons that bondees gave tor le~ving thei) 

EXHIBIT 3- 27 **'k** 

REASONS FOR LEAVING BONDED JOBS 

eN:: 39) * * 
# % 

Better Job, More Pay 12*** 30.8 

Better Job, Same/Less Pay 2 5.1 

Laid Off 5 12.8 

Fired 2 5.1 

lvledical 7 17.9 

Other**** 10 25.6 

No Answer 1 2.6 

Total 39 99.9 

., 
*This figure does not include those bonde~s still on their jobs. 

**Those bondees whG have left their jobs; ~4 remain in jobs. 

***including one bondee who left to open his own business 

****including geographical changes, bankruptcy, transportation problems, 
return to school 

***** Source: Contract Research Corporation Bondee Follow-Up Survey. 
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Over one-third (35.9%) of the bondees left for what they considered a 

bp.tter job. For almost all of these, the job also meant higher pay. Medical 

and "other 'l reasons together accounted for another 4 3.5 96 of the bondees who 

left. Without further information, only two departures can be attributed to 

bondee job-related problems, the two bondees who were fired. It is important 

to note J however, that the fact that so many respondents left for better 

jobs or for reasons apparently wlTelatcd to their on-the-job performance 

or job satisfaction may show a bias inherent in the sample, rather than a 

positive effect of the Federal Bonding Program. 

3.4.3 Personal Evaluation of Program Utility 

In addition to salary and job retention, it is helpful to know the 

personal evaluation of the bondees regarding the effect of the program on 

their employability. The bondees were asked to indicate in what manner--if 

any--the bonding program had contributed to the attainment of subsequent 

employment. -k 

The response to this question was extremely positive. Almost one-. 

third of the bondees'indicated that the program had helped them gain both ... ' 
reliability and experience. Combined \~i th the oth.er positive responses, 

slightly less than two-thirds said that the program had helped them in subse-

quent employment situations. Exhibit 3-28 below shows the 32 respondents I 

personal assessments regarding the bonding program. 

*Bondces who were still in the program were jnstructed to skip this m 
question; thus, responses in Exhibit 3- 28 below are those from the 31 rospon- ,_ .. 
dents who had left their bonded jpbs plui one who remained in the bonding program 
job but had been promoted due to experience gained while on the job. A mOTe 
subj ective account of bondees I perspectives on the bond ing progJ:3m appears ~ 
later in this section. _ 
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EXHIBIT 3-28 H 

BONDEE ASSESSMENT OF PROGRAM USEFULNESS IN GAINING SUBSEQUEi\T H1PLOYMENT 

* (N=32) 

Number Percentage 

Useful: Gained useful 
experience 4 13.3 

Useful: Demonstrated 
reliability 7 16.6 

Useful: Gained experience 
& reliability 9 30.0 

Useful: Other 1 3.3 

Not Useful 7 23.3 

No Answer 4 13.3 

Total 32 99.R 

Bondee Comments 

The previous sections have traced the effect of the bonding program upon 

various factors in bondee employability. Bondees also commented more generally 

on the program. As could be expected, those individuals who chose to comment 

made almost exclusively positive statements. ~Iost expressed gratitude about 

being given a new opportunity; several suggested that the program be expanded 

and offered to more people; a few e)"11Tessed concern about regular insurors I 

continued unwillingness to bond them upon the expiration of government bontling . 

. Many bondees said that they would not have been able to find and/or keep 

their jobs or accept a pro~otion without the Federal Bonding Program. For 

some, the program provided an opportunity to work in a field for which the)' 

had requisite skills and eA"Perience but in which they had not been able to 

. * 31 bondees \vho have left their bonding. program jobs and one individual 
who claimed to have been' promoted due to experience gained in the program. 

**Source: Contract Research Corporation Bondee Follow-Up Survey. 
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work without bonding. Several indicated that through the progTLlm they had beon 

able to begin new C3.TeerS, had stayed at their bonded jobs f.or seveTal years 

and were then covered by their employers I regular insurance companies. A fell' 

mentioned higher salaries as a benefit of progTam participation. They viewed 

the program as an opportunity to prove accountability to employers and them-

selves, a.nd to gain trust and confidence, as well as moral and financial 

support. 

Many Tespondents offered evaluative comments about the program, stating 

that it was a "good government program", one that is badly needed by many 

people, and one that is "not wasted." Many of these same people asserted that 

the program should be eX'}Janded both in terms of its availabili t)' to a wider 

range of peopl; and the maximum amount of fidelity bonding offered. 

Typical bondee conments included the following: 

"I feel this program has many good benefits for both the person in need 

of being bonded and the employer. It should be continued." 

" ... my confidence was restored, I felt 10 feet tall,. and was ready to 

tackle the world, once again." 

"Keep up the good work." 

"I could not have kept my job if not for this program." 

"Thank God somebody has faith in a felon ... I am still covered under this 

program. I' 

" ... It was really a great help to !TIe in regaining a place in society." 

"After I was Teleased from parole, and this program no longer covered 

me, the bonding company that carried the coverage for this office ... refused 

to bond me." 

"Selieve bonding is very needed to assume total accountability to 

employer." 

* It should be noted that current eligibility criteria are virtually open­
ended. Anyone for whom bonding is the sale barrier to a job is eligible. 
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r "I thin'k it' 5 a very eoad progrlll1l, and without it, there arc a lot. of 

jobs that couldn't be obtained." 

"The bonding program made it possible for me to obtain the job. No 

bond - no job." 

" ... opens a lot of doors ... " 

"This program helped me stay out of prison ... tt 

" .. , program should be kept and ;nacle available to more people. tt 
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APPENDIX A 

Initial Conclusions Drawn From Available Data 

For An Analysis of the Federal Bonding Program 

(Report Submitted to Department of Labor, 
Dec.ember, 1974.) 
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1.0 Overview 

As indicated in the research design, there are three kinds of bondi.ng 

program data which are already available to Contract Research Corporation: 

computer print-outs containing basic accounting data for the program which are 

provided on a monthly basis by the McLaughlin Company ("the McLaughlin print-

out's"), the Manpower Administration ~IT-110 forms completed for participants 

in the Bonding Assistance Demonstration,Projects by State Employment Service 

employees} and s~~ary claims data provided by the McLaughlin Company. 

Tne first analytic task conducted with these data was a review of each 

to estimate their completeness, their internal consistency, and .other factors 

which would determine their utility in terms of achievement of the research 

objectives of our study. A summary of the results of this initial review 

r is presented belOW in Sections 2.0, 3.0, and 4.0. The conclusions drawn from 

this analysis are presented in Section 5.0. 
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2.0 McLaughlin ~Ionthly Computer Print-outs 

The monthly print-outs of bondings provided by the ~jcLaughlin Company 

have the potential for, being an exceptionally useful data source for this 

study. They represent the only data source now availabl e for vir·tuallY all 

bondees. (There should be listings on these print-outs for all bondees 

without exception, but cross referencing of the print-outs with the ~IT-ll0 

forms has resulted in discovery of 64 cases in which ~IT-110 forms are available 

but no McLaughlin print-out listing can be found for an individual. This 

may represent a possible cancellation of the bond after the ~IT-110 form was 

completed but before the employee began work, or it may reflect the difficulties 

in cross referencing due to the format of the pre-1970 print-outs. But despite 

this discrepancy, the print-outs provide by far the most inclusive listing of 

bondees and data relevant to their participation in the program). 

Initial analysis of the McLaughlin print-outs indicates, however, that 

in order to achieve this potent:al, considerable data preparation must be 

accomplished. Data problems which require attention before the McLaughlin 

data can be processed and analyzed include the following: 

1. The identification numbers given bondees by the McLaughlin Company 
are not unique; that is, there are cases where more than one bondee 
has the srune identification number and there are· cases in which the 
same bondee has more than one identification number. 

2. The current McLaughlin print-outs are not cumulative ove.r the entire 
history of the program. In January, 1970, the program records 
were purged of inactive (terminated) cases in order to shorten the 
size of each print-out. Thus the po~t-January, 1970 print-outs do 
not include bonciees terminated prior to· that time. In S2 cases, 
individuals who were not listed as terminated in the December, 
1969, print-out did not appear in the January 1970 print-outs. 

3. The above described purging of the McLaughlin print-outs resulted 
in discrepancies in t·he cumulative bonding "units" utilized by each 
bondee. (A bonding'unit is defined as $500 of coverage for one 
month; thus., for example, $1000 coverage for one year would require 
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24 units). The "currrulative units used" data on the print-outs thus 
refers only to units used since January, 1970. FOD individuals 
bonded prior to the January 1, 1970 cut-off point who continued to 
be bonded after that time, the "total units used data" on the print­
outs thus need to be corrected for units used prior to the cut-off. 

4. The lack of a unique identification number system and lack of social 
security numbers for most bondees creates a situation in which it is 
often ~mpossible to distinguish between the case in which one indi­
vid~al was bonded twice and two similarly named individuals were each 
bonded once. 

The first and second problems were addressed by assigning each reported 

bonding a unique Contract Research Corporation identification number. Numbers 

were first assigned to all of those who were bonded prior to 1970 (based upon 

the December 1969 print-out) and then to all of those bonded January 1970 and 

beyond (based upon the July 1974 print-out). No identification numbers were 

assigned to the 64 cases in which individuals were listed in December 1969 

as still bonded but were not listed on the January 1970 (and subsequent) 

print-outs at all. It is imp?ssible to det~rmine the cause of this discre-

pancy as well as the date of termination of bonding for these individualS. 

They were therefore eliminated from further analysis. 

Those individualS who were still bonded during the period in which the 

McLaughlin files were being purged. appeared on bo'th print-outs. Only one 

identification number was assigned to these individuals. 

As to the third problem, the discrepancies in total units used for,some 

of the bondees were addressed by isolating those bondees for whom this would 

be a problem ( that is, those who appeared on both the December 1969 print~ 

out and subsequent print-outs), recording the number of units used through 

December J 1969, and preparing a c,omputer program to add these units used to 

the totals available in the post-1970 print-outs. 

1\-3 



The final problem involving possible multiple bondings was considerablY 

. , , 

more complex and was addressed in the following manner: initial review of the ~ 

computer print-outs, through July 31, 1974 revealed a total of 6692 entries in 

the December 1969 and July 1974 print-outs listing a bondee name, an employer, 

and dates of employment. Several hundred of these names were similar or identical. 

In order to determine the total number of different individuals' who had parti-

cipated in the program (that is, ,"bondees"), it was necessary to review the 

print-outs to determine the number of individuals who had been bondeJ more than 

once. The total number of bondees was then determined by subtracting the 

multiple bondings from the total. ......, 

Initial review of the names of bondees provided on the HcLaughlin print-outs 

revealed that no common format was employed. Sometime a full first name was 

used, som'etimes an initial, and sometimes an apparent nickname. This problem, 

along with the absence of social security numbers, meant that there was no 

machine-based technique which could be relied upon to accomplish our task. 

As a result of t~isJ it was concluded that the problem of multiple bondings 
,....... 

could only be addressed by a manual review of the listed names and the = 

application of judgement on a case by case method. This, in turn, required 

considerable expenditure of staff time which was not included in the study 

budget. But the' importance of determining the actual number of bondees was 

considered important enough to merit this expenditure of resources. 

For all cases in which social security numbers were ·not present - the 

vast majority - it was nec~ssary to utilize the remaining available data to 

come to a conclusion concerning'multiple bondings. There were two alternative 

methods of accomplishing this. The entire list could have been reviewed with 

Contract Research ,Corporation staff using their "best judgement" as 'to \~hethel; 

A-4 



, 'f: .. . , 
r 
• I 

~ 
t I 

t. . , 

f!j 
~ , " 

or not there were indeed cases of multiple bonding. For example, such a 

judgement might have included the following, "This last name is so' unusual that 

it is unlikely that two people would have been bonded having the same last 

name and initial. Therefore we can assume that it is a multiple bonding of 

the same individual." 

The alternative to this approach was the application of decision-rules 

which reviewers could apply to the data to reach their conclusions. This 

approach was adopted because it offered the advantage of Teplicability; using 

this method, any reviewer would come to the same conclusions concerning the 

same data. 
. 

Review of the total number of bondings was therefore conducted according 

to the following decision-rules: 

A. In cases of identical listings (same name, same dates of bonding, 
same employer) it was assumed that there was a clerical error on the 
part of the McLaughlin Company data processors and the second such 
listing was eliminated from consideration. 

n. Similarly, in cases of overlapping bondings -- indications that the 
same individual was bonded twice at the same time -- clerical error 
(most likely a failure to record a termination) was also a~sumed. 
The second such listing was therefore eliminated from further 
consideration. 

C. In cases of identical last names of bondees, those bondings with 
,identical social security numbers were considered mUltiple bondings. 

D. In cases of iden{ical last names without any social security numbers, 
we assumed multiple bondings took place if the first names were 
identical.- (This can be justified on the extremely small likelihood 
of two identically named individuals being bonded in the same State 
when fewer than 7000 of 200 million Americans had been bonded at all.) 

E. In cases, of identical last names and similar first names (e. g. Levy J • F . 
and Levy, Frederick), multiple bondings were assumed if the individuals 
were placed in the same city; if the placements were in different cities, 

.no such assumption was m~de and the two cases treated as different 
individuals. 
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These decision rules represent a middle ground between the most conser- -
Vative extreme -- counting only social security verified multiple hondings as 

multiple bondings, and the most generous extreme -- assuming mult'iple bonding 

in all cases in which no contradiction appears between the names. The rejection 

of the conservative extreme was justified on the following grounds: of those 

verifiable multiple bondings, i.e. those with social security numbers, roughly 

nine percent of the total represented cases in which names on the files were 

not identical, thereby justifying the belief that there are additional multiple 

bondings beyond those which include identical names. 

On the other hand, the non-identical bondees names represented only nine 

percent of the total, suggesting that caution should be utilized in making assump-

tions of multiple bondings. In questionable cases, we therefore tmposed,the 

additional decision criterion that in cases of possible discrepllncy, multiple 

bondings were only assumed to take place where bondees were in the same city. 
" 

1'n addition, there is reason to speculate that when the social security number 

~ recorded, full legal name was much more likely to have been submitted and, 

subsequently printed out. Thus we might expect a lower probability of identi- t • 

cally recorded names for the same individual When no social security numbers 

were provided. 

Formatting problems with the McLaughlin print-outs hampered our ability 

to discern all cases of similar names to Which the rules could be applied. 

In the first place, cross referencing of all names from the pre-1970 and 

post-1970 print-outs would have required staff time commitments far outweighing 

the increment of additional accuracy which could be expected to result from 

this process. Therefore. cases in which an individual (a) was bonded and 

terminated prior to January 1970 and (b) was then again bonded subsequent to r 
that date were not cross referenced, and thus there was no way of dctect~ng 
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f) multiple bonding. 
"fl 

Secondly, the pre-1970 print-outs were not arranged in a manner which 
-\ 
r', facilitated easy comparison. Unlike the latter print-outs which were arranged 

r 

c 

alphabetically by bondees last name for each State, the earlier print-outs 

were arranged by employer in each city. This in turn meant that considerable 

time was required to determine if bondees in the same city had the same last 

name. Efforts to move beyond this and to cross-reference pre-1970 bondees 

among cities in the same State, and to crQss reference all bondees among 

States were also abandoned because of the inordinate time demands involved 

relative to estimated payoff. 

The application of the above-stated rules under the above-stated formatting 

handicap~ results in the following: 

6692 reported bondings 

6661 actual bondings (after subtracting duplicates and contradictory listings) 

6403 individual bondees 

These final figures can be compared with the maximum possib+e number of 

bondees ( the n).lmber under the conservative assumption) of 6599 and a minimum 

number (under the generous assumption) of 6341. 
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3.0 ~rr-110 Forms 

The ~rr-ll0 (later HA-llO) forms contain a broad range of information 

concerning the background of bondees and previous work experience. As such, 

they provide considerable information which may prove useful in explaining 

differences in bonding and post-bonding experiences of program participants. 

Unfortunately, these forms were only required to be completed by Emplo)~ent 

Service staff during the period prior to the time when bonding became n 

national program. 

Once the experimental and demonstration phase of the bonding program 

history was over, it was decided that additional background data was no longer 

needed, and that reporting requirements should be reduced to a minimum to 

conserve the time of Employment Service staff. Therefore there were no re-

quirements to complete these forms for anyone bonded after July 1, 1971. 

Initial analysis of the ~rr-110 forms supplied by the Department of Labor 

revealed 'that in some cases there are problems of legibility of specific 

responses, and in others there are failures to fill in all items on each 

form. But the primary problem with the available ~IT-110 data is its in-

completeness. In other ... 'ords, the Department of Labol· has thus far provided 

us with only about five-ninths of the total number of ~rr-110 forms which h'ere 

completed by E.S. staff. 

In all,' 1849 ~rr-110 forms were supplied to Contract Research Corporation. 

Of these, 343 were duplicates, leaving ~rr-110 forms for 1506 bondces. This 

represents only 58.5% of the 2573 bondings from the initiation of the program 

through the close of calendar 19]0, the last full year in which ~rr-1l0 forms 

were required. (According t~ Training and Employment Service Progra~ Letter 

2624, dated January 25, 1971, MT-110 forms were required from January 1, 1971 

to'June 30, 1971 "from only those State agencies participating in the experi-
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mental demonstration" prior to 1971 "in order to complete statistical reporting 

requirements of the experimental phase of the Training Placement Assistance 

Demonstration Projects.") 

A more complete breakdown of the availability of, ~IT-1l0 forms by State 

and by year is presented below. As can be seen from Tables A-I through A-3 

below, the problem of missing ~IT-110 forms is particularly severe for calendar 

1970. Only 2. of the 658 bondings for calendar 19'70 (as indicated on the ~lc-

Laughlin print-outs) were recorded ~n ~IT-110 forms which are now available 

to Contract Research Corporation. (In addition to this no ~IT-1l 0 forms for 

calendar 1971 have been made available.) 

Efforts to determine the availability of additional ~IT-110 forms among 

individual State Employment Security Agencies are now under way. 

A second weakness of the available t.IT-110 forms is the lack of informa-

tion concerning s~cond bondings for a single individual. Although there is 

space on the ~IT-110 forms for additional bondings, there are almost no such 

listings for those cases in which the computer print-outs seem to suggest 

multiple bondings. 
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TABLE A-I 

MT 110 Inventory Overview 

Bondings ,MT lIDs Available 

I . 

1966-69 1915 1504 
(78.5%) 

1970 658 2 
(0.3%) 

TOTAL 2573 \ 
~506 

i (58.5%) 

A-10 

MT llOs Missing 

411 
(21.5%) 

656 
(99.7%) 

I 1067 ! 

J (41. 5%) 

j 
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California -

L.A. 

S.F. 

Santa Anna 

Sacramento 

New York 

Vera Instit. 

I 
Washington .' D.C. i 

Lorton 

Alabama -

Draper 

Binningham 

Missouri -

Kansas City , 
J 

St. Louis 
I 

Ohio - I 

I 
Cleveland 

\ Toledo I 
Darton 

1 

I 

Cincinnati 
i 

1 Co1wnbus 

Youngstown 

'Akron 

Illinois 

TABLE A-2 

MT 110 Inventory - State by State 

1966-1969 

Bondings MY 1105 Available 

380 311 

172 136 

160 122 

61 42 

110 90 

4 0 

173 146 

8 8 

35 21 

11 6 

209 190 

9 8 

15 14 

3 2 

8 5 

10 8 

25 17 

1 1 

2 2 

245 207 

1\-11. 

MT 1105 ~1issing 

69 

36 

38 

I 19 

20 

4 

27 

0 

14 

5 

19 

1 

1 

1 

3 

2 

8 

0 

0 

38 
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MT-110 (cont' d) 

Bondings MT 110s Available MT llOs Missing 

Baltimore, Md.' 14 9 5 

Detroit, Mi. 37 30 7 

Massachusetts 29 20 9 P 
~ 

Newark, N.J. 39 26 13 

San Antonio, I 14 8 6 Tex., 

! 
New Orleans, La. 3 3 0 ..... 

-Pennsylvania t.t· : -
Philadelphia 7 2 5 ~ 

Pittsburgh 9 8 1 
!II"!, 

Atlanta, Ga. 33 23 10 -
Portland, Or. S9 39 50 

S 
i 1..> 
J 

< , 

TOTAL 1966-69 1915 I' 1504 411 
~ 
I ;';1 

~ t~, 

l"OJl: . , 
r':l 

~ . .,. 
A 

\.J 

~ .l.~. 

I..!'" 

JI""I\ 
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Alabama 

California 

Washington, D.C. 

Georgia 

Illinois 

Louisiana 

Maryland 

Massachusetts 

Michigan 

Missouri 

New Jersey 

New York 

Ohio 

Oregon 

Pennsylvania 

Texas 

TOTAL 

TABLE A-3 

MT 110 Inventory - State by State 

1970 

Bondings MT lIDs Available MT 

81 2 

283 0 

13 0 

12 0 

70 0 

3 0 

4 0 

12 0 

16 0 

18 0 

4 0 

32 0 

31 0 

53 0 

3 0 

23 0 

658 2 

;\-13 

110s Hissing 

79 

283 

13 

12 

70 

3 

4 

12 

16 

18 

4 

32 

31 

5.3 

3 

23 

656 



4.0 Claims Data 

The swnmary claims data made available by the ~!cLaughlin Company generally 

contain the information needed to meet the default data requirements set out 

in the research design' (name of individual for whom claims were filed, date 

of claim, amount of claimJ nature of claim, and disposition of claim).* In 

addition, in many cases, they provide additional information which may prove 

useful in explaining differences in rate of default among bondees, for example 

the SIC code for the employer. 

Initial analysis rev~aled that the claims data made available by the 

McLaughlin Company is relatively complete and is updated on a regular basis. 

As of November 30, 1974, Contract Research Corporation had summary data for 

277 claims, 216 of which had already been resolved and 61 of which were still 

pending. In general, the needed information is present on each of the 277 

claims summaries. The major expection to this is the SIC designation for 

claimants \ ... hich is available for only 40 cases. In the remaining cases, it 

will be necessary for Contract Research Corporation staff to review the in-

formation concerning employers, determine the appropriate SIC classification, 

and add this to the data by hand. 

*Desi[~. pp. 10 . 
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5.0 Analysis of Results and Implications for the Conduct of the Study 

5.1 ~icLaughlin ~lonthly Computer Print-outs 

n The Mclaughlin computer print-outs will provid'e much of the data needed 

to meet the research objectives described on page 9 of the research design: 

to provide systematic data concerning the bonding and post-bonding experiences 

of program participants and to provide additional information which mar help 

to explain the differences in experiences .. In particular, they will provide 

r the specific characteristics of bonding program participation and (in ~ome cases) 

some characteristics of placement occupation and jobs.* 

The initial review of the McLaughlin computer print-outs data described 

r in Section 2.0 suggests that further analysis of those data can proceed once 

a computer is programmed to make the indicated changes in the raw data. 

Once the program has been developed and executed, it will then be possible 

to determine the distribution of such basic descriptors of program activity as 

geographic distribution of bondees, date of bonding, length of bonding and 

units used. As indicated in Section 2.0, the que.stion of multiple bondings 

cannot be completely resolved. Thus the statistics for bondings and bondees 

will contain some potential error as a result of unresolvable ambiguities 

in a few cases. The decision rules employed to determine whether multiple 

*See "Data Requirements and Soul'ces, II pesign, pp. 10-11. 
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bondings have occurred as described in Section 2.0 are not perfect, but they 

are reasonable, and should yield a more accurate picture of actual program 

operation than is currently aVailable. 

5.2 ~rr-1l0 Forms 

The ~-llO forms contain data which will be quite useful in attaining the 
I : 

second of the bondee research objr~tives listed on page 9 of the research 

design: to provide information which may help to explain differences in 

bonding and post-bonding experiences of program participants. In particular, 

for those bonciees for whom Mr-110 forms a.re available, they will provide the 

-data elements relating to the characteristics of bondees (demographic, previous 

work experience, previous criminal record, previous residence), as well as 

reaSon for denial of bond, and (in some cases) some characteristics of the 

placement occupation and jobs.* 

The major gaps in the availability of ~IT-110 data -- and especially the 

virtual absence of any fonns from beyond 1969 -- have resulted in a decision 

to postpone further analysis of these data until efforts to collect the 

missing forms have been completed. Inquiries are now being made of the 

relevant State Employment Service offices to determine whether the missing 

data still ex~sts at the State or local ofiice levels, and to obtain it if 

possible. 

Decisions concerning the further treatment of the tvIT-110 data will be 

dependent. upon the results of the Employment Service inquiries. But ln any 

event, further analysis of the represent<rtiveness of the bondces for whom 

~-llO data is available -- as compared to the universe of bondees -- will 

be necessary before any conclusions can be drawn from analysis of the available 

data. 

*See "Data Requirements 'and Sources," Design, p. 11. -
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5.3 Claims Data 

Ii ,,~ As indicated in Sec·tion 4.0, the available claims data appears to be 
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sufficient to meet the data requirements for "default data" described in 

th~ research design: names of individuals for whom claims were filed, dates 

of claims, amounts of claims, nature of claims, and dispositions of claims.* 

This data, when combined with additional information, can help to answer 

questions such as whether certain kinds of bondees are more or less likely 

to have specific kinds of claims filed, to have certain kinds of claims paid 

on them, and so forth. 

The actual transformation of the data to card images and further analysis 

is being held in abeyance, however, pending the conduct of the interviews 

with key insurance industry officials. As indicated in the research design, 

this will enable us to conduct the kind of analys~s which insurance industty 

officials report would be most likely to be meaningful in terms of their 

o\'m current accounting and recordkeeping practices. In particu~ar, it will 

be important to present our analysis in the format and using the conventions 

with which industry officials are most familiar. \'toile this does not guarantee 

that such analyses will influence these officials, it does maximize the chances 

of this happening. 

5.4 Sununary Conclusions 

Overall, the data made available to Contract Research Corporation has 

the potential for meeting many of the objectives set out in the research design. 

The richness and level of detail of the analysis of this data will, however, 

depend in part upon the availability and completeness of the follow-up data 

which can be collected for bondees. To the extent that followup data is 

unavailable and/or incomplete, it may be necessary to engage in more 

*Design, p. 10 
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sophisticated analysis of the currently available data in order to provide 

needed policy inputs. 

As indicated above, additional analysis of the ~kLaughlin print-outs 

is now underway. Analysis of the MY-lIDs is suspended until the availability 

of data on additional bondees can be determined. Analysis of claims data 

is be,ing held in abeyance until further input on the nature of that analysis 

can be obtained from insurance officials. 
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APPENDIX B 

Assignment of SIC Categories to Bonded Jobs 



ASSIGNMENT OF SIC CATEGORIES TO BONDED JOBS 

Assignment of Standard Industrial Classification (SIC) Categorie~ to 

jobs held by hondees was carried out for: 

Claims data analysis 

Employer response analysis 

All bondee jobs in Illinois 

Jobs held by the State of Illinois labor force 

t Some bondeD jobs in other states 

rl f The reference document used \'las the Standard Industrial CIClssifictltiol1 

r 

Manual. 1967;* Prepared by the Office of Statistical Standards of the Bureau 

of the Budget (OMB). 

With the exception of the SIC assignments which appeared on the ~lcLaughlin 

iilonthlr print-out for 20432 bondings. all other SIC numbers wore assigned 011 

the basis of com~rulY names, generic descriptions (where provided, e.g. 

Illinois ~rr-110 forms) and any additional job-related information which 

\\'as available (e,g. claim summ,:ITY). 

An attempt \Vas made to make the SIC assignment at the 4-digit level 

of tietail; however. most of the analysis \Vas done only at the two-digit 

level because of the need to make comparisons between different sets of 

industrial distributions. e.g. the State of Illinois job types versus the 

aOlldce jobs in Illinois. 

In many instances it was :necessary to make a judgemental decision for 
1 

50l11e jobs, particularly in the cases \~here it IvllS unclear whether the cst;!bl ish-

:::cnt was a wholesale or retail outlet. In the event of multiple services 

or products, the service or ~roduct which appearerl to be dominant WRS used 

(1S the basis for classification. 

'KThe more recent vel'sion of the SIC (\Ianual was unavailable at the ,time 
SIC assignments 'vere begun. Consequently in onlo1' to mainta'in consistency 
the 1967 Manual was used throughout. In addition to the fact that the 2-digit 
level classifications appear similar in both, tIle SIC data is intended to be 
used as a set of indicators and not as an absolutely precise, detailed broak-doll'n. 
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APPENDIX C 

Report on Employer and Bondee Survey Pretest (and Addendum) 

Update on Employer Survey Data 

(Report Submitted to Department of Labor, March, 1975 
plus addendum and update.) 
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J 1.0 Swnmn:£l. 

The Research Des ign for ~ Analysis of the Federal Bonding Program des cribcs 

two major categories of data which can be used in assessment of program' performance: 
. , 

data already in the possession of the Department of Labor and its contractor, the 

~1cLatlghlin Company; and additional data to be collected by Contract Research Corpor-

ation. During the months since November, 1974, Contract Research Corporation has 

.. 
. r. undertaken a series of activities designed to explore the feasibility of contacting 

current and former bondees and their, employers. in order to obtain .i nfol'JIl<1tiol1 from 

n them. 

The employer and bondee survey pr~-tests are described in Sections 2 and 3 of 

this paper respectively. In each case, the discussion includes the rationale for 

the acti vi tics lUldertaken; the approach utilized; the Tesul ts of the pre-tes ts; and 

the implications of the pre-tes t for further data collection acti vi ties. In summary, 

r the employer survey pre-test results indicate the soundness of the proposed approach, 

a mail followup survey of approximately sgo of the employers of bondees. TIle results 

of the bondee pre-test, however, strongly suggest that further bondee followup 

activity would be unproductive. 

n 
c 
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2.0 The Employer Survey 

2.1 Introduction 

Department of Labor staff members have expressed the hope that pa,Tticip::ttion in 

the b.onding program would cause employers to reexamine and modify their hiring pTLlC-

tices toward ex-offenders. In particular, it has been hoped that employers \\'ould 

become more willing to hire ex-offenders ::tIld to encourage their insurors to provide 

Cbonding coverage for these hard-to-bond individuals . 

. 111e employer analysis outlined in the research design \<las developed in order to 

assess the extent to which these and related hopes have been fulfilled. 1he objec-

ti ves of the employer analysis stated in the Research Design fOT An Analysis of the' 

Federal Bonding Program are: 

(I To provide systematic data concerning the chal]ges in employer atti t.udes 
ang· hehavior which followed participation in the bonding program 

~ To provide additional information which may help to explain these changes. 

1he design also identifies four kinds of data ''i11ich \Vould be useful in achieving 

these objectives: 

o Employer Attitudes (e.g' J opinions of the bonding program, willingness to 
hire ex-offenders) 

~ Employers Actions (e.g., hiring of additional hard-to-bond, action at ex­
piration of bonding time limit) 

G CharacteriStics of Employers (e.g., SIC, size J location~ use of ES, number 
of bondees) 

4} Employer Relations with the Fidelity Bonding Industry (e.g., proportion of 
employees covered by ficleli ty bonding, length of time with current insuror) 

Al though some information concerning employer characteristics is contnincJ in 

the ~1cLaughlin monthly progress reports and ~IT-110 forms J very little of the required 

data is currently available in eithex: Department of Labor records or those of the 

McLaughlin Company. For this reason, achievement of the employer analysis obj Gcti ves 

requires contacting employers directly and utilizing survey instruments. 111e 

design therefore calls for drawing a stratified random sample of employers who have 

participated in the program and administering survey ins truments to the employers in 



r , , 
1 I this sample. 

The positive response received from employers in the. Phase I bondce survey p1'e-

test (see Section 3 below) led Contract Research COllJoration to believe that maili.ng 

,., instruments to employers would provide the needed data in a more cost-effective 

manner than \I'ould in-person interviews. A pre-test of both the procedures and in;, tru-

ments to be utilized in such a survey took place in February and ~tarch, 1975. 

The remainder of this Section of the report includes a summary of the acti vi tics 

undertaken in the employer survey pre-test, the results of that pre-test, and the 

implications of these findings, 

2.2 Approach 

c TI18 methodology utili zed in the employer survey was straightforward. A survey 

.~ instrument was developed, refined, and submitted to the Contract Officer for review 
I - and approval. Following receipt of this approval, the ins trwnent was mailed to a 

r sample of 32 employers, randomly selected from the July, 1974 McLaughlin computer 

printout, the same print-out that is being utilized in the computer analysis of B-

;':''\i vailable ~lcLaughlin monthly progress report data. (This procedure restricted the 

wliverse from which the pre-test sample was drawn to employers of bondees who had 

participated between January 1, 1970 and July 31, 1974. This fact may have intro-

duced some positive bias into the response rate). 

Employer names and cities were taken from the McLaughlin printouts; street 

addresses were obtained from telephone directories. Reminder postcards were mailed 

to all employers \oJho had not returned their ins trurnents wi thin ten days 0 E the ini-

tinl mailing. 

II 2 . 3 Res ui ts 

As is indicated in Exhibit 1,' 12 of 32 employers returned completed instruments 

within five weeks of the initial mailing. This represents a response rate of 3Sg6. 

Virtually all of these employers reported more than one employee participant in 

the pl'ogram. In all, thei T responses provide informa tio·u for a minimum of 59 bondecs. 

C-3 



(It is impossible to state pTecisely' how many bondees nre represented because the 

relevant item in the instrwnent was a closeu end item utili:.ing Tanges rather than 

precise numbers). 

Exhibi t 1 

Results of Employer Survey 

Ins trwnents mailed 32 (100%) 

Completed ins tnunen ts recci ved 12 (37.5°0) 

Employers moved or out of business 4 (12.5%) 

Pending 16 (50.0%) 

In four of the 32 cases, the United States Postal Service reported that the em-

ployer \Vas no longer at the addTess to which the instrument was sent. The Pos tal 

Service had no forwarding address in three of these cases. We have assumed that 11 

business establishment which moves without a fOIwarding address can be consi dcred to 

be out of business. 

Sixteen employer instruments UTe pending; assuming that the Postal Service has 

not misplaced the instruments, this means that the instruments were received by offi-

cials of the organization employing the bondees but no response has yet been made. 

Since there are no available statistics concerning the kinds of employers I'lho 

have participated in the bonding program, it is impossible to tell whether any re-

sponse biases \'Iel"e introduced by the methodology employed. 

Analysis of the completed ins trument.s Teveals n.o problems ~."i th the wording or 

interpretation of any of the individual items. Respondents did not appear to be con-

fused by any of the items; nOT did they fail to understand any of the accompanying 

instructions. 

2.4 Conclusions 

Both the positive response rate and the apparent absence of problems wi ~h the 
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instrwllent suggest that it is feasible to proceed with the employer follOl';-up survey. 

Accordingly, a sample of 300 employers has been selected by a random procedure .from 

the universe of all employers of bondees who have participated in the program from 

its inception through July 31, 1974. Selections were marle through usc of n random 

nwnbcrs table applied to the CRC-"assigned identification numbcr for each bOlltic('. 

TI1is procedure has provided an implicit weighting to the likelihood of inclusion of 

any given cmployer in the sample; the likelihood of this occuring is directly propor-

tional to the number of bondees \~ho have worked for the given employer. 

Addresses for the employers of bondecs which were avaUnb le from the ~IcLallghlin 

monthly printouts were taken from this source. Addresses for the remaining employers 

* were obtained directly from the files of the ~!cLaughlin Company. 

All instruments have been mailed) and preparations are bej..ng made to send re-

minder post-cards to non-respondents as was done in the pre-test. 

1he results of the employer sUl'vey will be presented in an "Employer Followup 

Reportl! to be submitted to the Department of Labor in May, 1975. 

* In a fely cases, it was impossible to locate information concerning the employers 
in the McLaughlin files (which have not been kept in strict chronological order). 
In these cases, telephone directories and directory assistance were used to fill 
the gaps. 
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3.0 111e Bondee Survey 

3.1 Introduction 

The objectives of the bondee analysis stated in the Research Design for An Analy-

sis of the Federal Bonding Program are: 

Q To provide systematic data co~cerning the bonding and post-bonJing exper­
iences of program participants 

5 To prcvide additional information which may help to explain these differences 

Specifically, the design identifies seven kinds of data which would be useful in 

achieving these objectives: 

e Default data 

o Char~cteristics of bonding program participation (e.g., amounts of coverage, 
length of time covered, and so forth) 

o Characteristics of placement occupations and jobs 

Eli Characteristics of bondees .ce .g., demographic data, criminal records) 

$ Reason for denial of bond 

I) Post-placement employment histories 

$ P~st-placement criminal justice record 

Much of this information is available in whole or in part from data sources pro-

vicled'to Contract Research Corporation by the Department of Labor, including the 

/v1cLaughlin Company monthly p.rogram reports; the ~lcLaughlin default summaries; and 

-the Department of Labor designed ~IT-110 forms. But the last two data items listed 

above are not available in any exj.sting Departmental records, and arc obtainahle 

only to the extent that bondees (or their employers) can be located and arc willing 

to provide additional information. 

Completion of bondee fo1l9WlIP activities therefore would provide information 

about the program that is not otherwise available, and would corroborate information 

available through existing reporting systems. For this reason, the research design 

includes the following two proposed data collection activities: 

• Collecting some followlI~ data from all bondees 

,..., 
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9 Collecting additional data from a carefully selected representative sample 
of bondees 

Three phases of pre-tests for the bondee survey were undertaken by ~ontr:~::t~ 

Re:;earch Corporation between t\ovember, 1974' and ~!arch, 1975. The results of the 

r first two of these phases were discussed in the paper "Bondee Follow-up: Summary of 

Prc-test rhases I and II" submitted to the Dcpartmen~ in Deccmber, 1974. The :instru·· 

r 

-
r 

, 
ments and procedurcs employed in Phase III were incluucd in the paper, lI~lcthoclologics 

and Instruments to be Employed in Data Collection," submitted in Fehruary, 1975. 

The remainder of this paper includes a swnmary of the activities undertaken in 

the bondee survey pre-test, the results of the pre-test, and the implications of 

these findings. 

3.2 Approach 

The difficulties involved in tracking participants in manpower programs are in-

creasingly well-kn01'in, and have bct:!Jl discussed in several important articles in the 

* academic literature. Ex-offenders and disadviintaged Americans move often and fre-

quently do not bother to leave forwarding addresses. Some manpower program partici-

pants have no permanent address at all; others may wish to remain unlocated. 

All of these problems are present in the case of participants in the Federal 

Bonding Program with one major additional problem. In most efforts to follow man-

power participants, the problem is tTying to find out what has happened since the 

individual has lived at the address given on some program record. In the case of 

the bonding program, there aTe no addresses Io,rhatsoever for roughly two- thirds of the 

program participants, and outdated addresses ranging from 5 t~ 9 years old for th0 

remainder. In addition to this, the Department of Labor has these outdated addresses 

for only about 60% of the individuals for whom addresses should be available. 

For those iT1dividuals for whom no addresses are available, the only starting 

point for follow-up activities is their place of employment during the program. 

~. 

See, for example, the artic] es by I3arnes, I!omans, and Lewis in Evaluating the Impact 
of Manpower Programs (cd.) ~1ichael Borus (Lexington: D.C. Heath, 1972). 



Individu~ls who DTe still bonded can presumably be reached at their employer's place 

of business ,1110se Ivho \vcre [ormcrly employed can only be traceu to the extent that 

their former employers have (and Dre willing to provide) some llome ndJr~ss or place 

of later employment for the bondee .. 

In order to conduct bontlee follow-up under these concli tions 1 three poss ihle 

approaches werc investigated: 

€I Wherever addresses were uvuilab Ie (i. e., ~lT -110 forms had been comp Ie ted [or 
bondecs and these forms are available) efforts wcre maue to reach bondces 
at those addresses, providing "address correction" procedures for fon:aruing, 

~ Where home addresses were unavailable, efforts were made to contact the em­
ployers (or former employers) of b.ondees to ascertain whether they had any 
useful information in terms of locating bondees. 

e Where program recorus indicateu that bondees were still participating in the 
program, efforts were made to reach them directly at their place of employ­
ment.* 

111ese activit.ies are described in greate1.' detail in Section 3.3 below along \dth n 

discussion of their results. 

3.3 Results 

3.3.1 Overview 

Three phases of the bondee survey pre-test have heen implemented in order to 

provide information concerlling the feasibility of an all bondee mail (or telephone) 

followup and an intensive effol"t to provide additional data con~erning a representa-

tive sample of bondees, 'D1e November, 1974, Phase I pre:-test was designed to test 

the feasibility of ·locating bondees through their bonding placement employers. A 

sample population of the employers of 100 bondees ll'US dra\l/n from the States of 

Massachusetts and Connecticut and from NCI'I York City, and a brief instrument \Vas 

-

mailed, to each employer inquiring about the bondee's last known address and dates '£ 

of employment. The employers of 22 Qf the bondees responded, but" they. could provide 

forwarding addresses for only 10 bondces. (As indicated above, both the procedures 

* As is indicated belm"., the pre-test has provided some indications that the print-
outs are not fully up-to-date concerning termination of program participants, a 
fact which further complicates follow-up activities. 
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r and the results of the Phase I pre-test are discussed in greater detail in IIBondee 

Follow-up: Summary of Pre-test Phases I and II," submitted to the Department 1n 

December, 1974). 

Subsequently, a Phase II telephone follow-up was conducted for all non-1'espon-

clents from Phase I in order to make every reasonable effort to obtain addresses frolll 

employers. TIle Phase II telephone follolv-up actiyj tics provided a total of IS more 

possible bondee addresses, leading to a total of 25 out of the original sample of 

100. Except for those bondees whom employers reported td be still employed, however, 

it was not clear Ivhether any bondecs could in fact be contacted a t the addres ses pro-

vided by the employers. This could only be determined through efforts to reach bondees 

n at these addresses; these efforts constituted Phase III of the pre-test. 

Phase III therefore involved developing a survey instrument and mailing it to 

available bondee addresses. A draft.instrument was prepared and submitted to the 

~ Contract Officer for review and approval. Following receipt of this approval, instru­

ments were sent to three sub-sets of bondees: those for I·/hom addresses were obtained 

in Phases I and II ("Phase I and II bondees ll
); those for Il'hom addresses were availa-

ble from ~rr-110 forms, ("~IT-110 bondees"); and those who were listed on the most re-

cent monthly progress reports as being still bonded (and who, therefore, could be 

expected to be reached through correspondence sent to their place of employment). 

The "still bonded" and II~rr-llO" bondees were chosen through a ramdom selection 

process; the "Phase I and II" bondees represented the total of all possible addresses 

obtained from earlier locational efforts. Business addresses for the still employed 

bondccs were obtained from the ~!cLaughlin p~intouts and telephone directories. 

The Phase III mailing took plnce in mid-February, 1975. Reminder postcards 

"m 
,'j 

'\ 

were sent to all non-respondents teri days after the initial mailing. Analysis of 

the results of the bonclec survey pre-test \~as completed by the end of Harch. The 

results of this anal~sis are presented below. 
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3.3.2 The 11~rr-11011 Ilondees 

During PhLlse III, instrwnents \'lere mailed to Ll random sample of 75 bondccs for 

whom home addresses.were available through Mf-110 forms. As is indicated in Exhibit 2 

below, only two of the instruments were returned and completed, representing n 1'05-

ponse rLlte of 2.7%. ~~reover, 69 of the remaining bondees (92%) were totally un-

reachable: they no longer lived at the addresses listed on the ~f1'-1l0 forms and 

had left no forwarding addresses. 

Both tvIT-110 respondents indicated that they had no recollection of participat-

ing in the bonding program. TIlis eliminated any possibility of distinguishing post-

bonding progrLlm events from others which they had expcrienceJ, thcl"cby destroying 

the utility of their responses for data gathering on post program expcrimlces of 

bondees. 

3.3.3. The "Phase I and II" Bondees ,.... 

During Phase III, instruments were mailed to all 25 of the 100 Phase I and 

II bonclees for \I/hom addresses were availa.ble. This procedm'e produced a, total of 4 

completed instruments, representing an overall response rate of 4%. One additional 
~ 
, t 

former bondee telephoned to indicate displeasure with being surveyed, but agreed to f'~ 

provide some information. Thus, for some purposes, it can be sa,id that information 

was received from 5 of the 100 Phase I and II bondees. (Telephone contact with non-

respondents was -not pUTt of the pre-test hO\,/cver, and inclusion of such activi tics 

in the full-scale bondee survey adds considerably to the staff time required, with 

an extremely uncertain pay-off) . 

All but one of the 20 non-rcspond~lts to Phase III were unreachable; the U.S .. 

Postal Service returned 7 instruments 'stamped "undeliverable'! and "no forwardi.ng 

address"; the remainder wer~ not returned to us by the Postal Service (despite their 

being sent "address correction requested ll ). The"ir addresses were verified as being 

incoTre'ct, however, with 110 definite "forwarding phone number" available) by the 

C-10 
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Phase I 
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EXHIBIT 2 

RESULTS O~ HONDEE SURVEY 

Total Number Unreachable* 
in sample 

75 69 (92°0) 

82 22 (26.8%) 

25 19 (76%) 

182 102 

Possible 
Respondents 
Cases Pending 

4 

42** 
-

1 

45 

Instmts. ~Iisc. 
Returned ft 
Completed 

2 (2.7"0) 

18 (22%) 

4 (4%) 

24*** 

1** 

1*** 

* Instruments returned by Postal Service and/or no addrers available 
from directory assistance. In a few cases, there are several listings 
under the same name in a city. To contact these bondees would 
require contacting every person in the city with the same name. 

** In these cases it has not been determined \I'hethet the bondee Teceived 
the questionaiTe. Instruments for the still bonded group were sent 
care of employeTs ,and: it is difficult to detcTmine whether tllC 

*** 

bondee actually received the instrument. 

Some information collected over telephone from a bondee who refused 
to cooperate. 

~-11 



* telephone company' 5 "directory assistance''' staff. 

Analysis of the 4' completed instnunents provides further indica tion t hilt the 

response rate for ilfull-scale mailing would be lower than the ,1 9" encountered in 

Phases I! II, and I II, and that t'he returns would probably be atypical of the uni-

verse of bondees. Two of the 4 returns came from individuals whom Phases I and 

II had indicated were still employed at the company of their bonding placelllent; 

thus Phase III instruments were mailed to these bondecs in care of rhejr employers. 

Thi's fact indicates thilt the payoff for conducting Phase'S I, II, and II I (or the 

roughly five-sixths of the bondees who are no longer bonded or working at their 

bonding placement, was only 2 out of 84) l'epresenting a response rate of 2. 4.~o. In 

addition to this, the information provided by the 2 individuals who are still elll-

played at their original bonding placement is further limited in usefulness since--

by definition--these individua.ls could not prov.ide any post-bonding information, 

which is the basic purpose of the follOl'lUp. 

It shOuld also be noted that all 4 respondents were bonded in February, 

** 1972 or later; this l5 considerably later than the average bondee 

This suggests that the responses received from a full-scale bondee survey based 

upon Phases I, II, and III would provide responses which were heavily biased 

towards more recent bondces, thereby limiting the usefulness of the information ob-

tained. 

No responses \~cre obtained from the bondees in the sample when we had ~rr-110 

data, suggesting that the Phase I and II approach is even less.cffective than the 

approach discussed in Section 3.3.2 for these individuali. 

'k In some cases, directory assj stilnce was able to provide telephone numbers for 
individuals with the same or similar names in larger cities, but there wai no 
certainty that these were the same individuals. 

H On-going analysis of the data provided by the McLaughlin monthl), printouts has 
provided preliminary indications that the median time of bonding was in 1971. 
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3.3.4 The "Still I3onJed" Bondees 

During Phase III, instruments were mailed to 82 individuals who were listed in 

n 
r~ the most recent printouts as being still bonded. This pennitted us to ,send the 

instruments to bondees jn care of their employers. Eighteen of these hontie('s com-

pleted and returned their instruments, representing a response rate of approximately 

~ 22%. Seventeen instruments were returned by the U.S. Postal Service as ~undelivcr­

able" or "no longer there", suggesting that the businesses involved were either in-
:t .. ~ 
f:'" 
~ correctly listed on the printouts or were no longer in operation. A total of 4 in-

r strumcnts were returned blank) indicating a bondee disincliJlation to pr~vidc the 

needed information. 
I 

The response rate of about one in five bondees in this group suggests that a 

signi fj cant proportion of bomlees whom we can track down are willing to complete 

mailed instruments if they receive them. However,the fact that these individuals 

arc all still participating in the program means that if "still bonded" bondees 

are the only ones who can be Iocated, it will not be possible to provide data con-

cerning the key questions involving bondee' followup as set forth in the research 

design, i. e. questions concerning the post-placement employment history and post­

n placement involvemC1it in the criminal justice system. In other words, "still 

~'~ 
'~1 , 

r9 
LI 

bonded" bondees would provide an important supplement to data collected from other 

program participants, but are not a sufficient source of followup information to 

meet the obj ectives 'of the research design if employed as the sole bondee survey group. 

~Ioreover, there arc some indications of a strong response bias among the 

"still bonded" respondents. Comparison of the demographic data for the "still 

bonded" respondents with rvIT-110 data for the first 689 program partidpants* suggests 

tlwt the former group is consiclerab.ly older than the latter~ and contains consi(Jer-

ably fewer minority group members. 

*"Statistics:U.S. Department of Labor Bonding Project, FY67-68"J Data Processing 
Academy, South Carolina Department of Corrections, (1969). 
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3.3.5 Atldition~l Problem:; Encountered 

Apart from the results of the specific Phase I, II and III bondee [OllOII'UP 

pre-test, as discussed above, there are a number of broader considerations \I'hich 

must be taken into account when decisions are made concerning the fen.sibili ty nlld 

advisability of conducting further bondee survey activitiy. The most important of 

these are the strong overall response biases which appear to result from arl of the 

survey procedures.* As is indicated in Bxhibit 3, this bias appears to be most 

strong with respect to.bondee educational level. Respondents in all our surveys 

appe~r to have a considerably higher ('Lll1c~ti.onal level th~n those bandel'S for lI'hol11 

the Depi'lTtment has collected and analyzed ~rr-110 data. Survey respondents have 

reported an average of 13 years ·of education; this figure can be compared with ;t 1'e-

ported mean of 10.6 years of education reported for the first 689 bondees.** In 

addition, our respondents appear to be coming disproportionately from among bondees 

who are white and female than the reported mean. 

A second important issue is the strong feelings expressed by a number of 

bondees contacted that they resented the "intrusion ll of a follo .... 'lJp survey so long 

after their participation in the bonding program. For these bondees, their previous 

crimin,?-l record, and the participation in the program ,.;hich symbolized that record, 

were something they wished to put behind them. In one case, an individual had 

changed his name and moved to a new location .in an effort to "start a new life ll
; 

* As indicated above, one can only estimate response bias because of the lack of 
information concerning the universe of bondees. (This problem would not have 
existed had there been ~rr-ll0 forms'on all bondeDs; but in the absence of the 
data from these forms, one can only make extrapolations from data on those bondees 
for whom forms arc available.) 

** "Statistics: U.D. Department of Labor, FY 67-68," Data Proccssjng Academy 
South Carolina Department of C07rections, (1969). 
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Unknown 

White 

Nonll'hi tc 

Totals 

Unk.nown 

Female 

~lal e 

Totals 

EXHll3iT 3 

INDICATORS OF RESPONSE BIAS IK SONDEE SURVEY 

RACE 

Phase II I Rcspondents* 
(N =: 25) 

No. % 

a a 

19 76 

6 24 

, 2S 100 

SEX 

No. % 

a a 

4 16 

21 81 

2S 100 

EDUCATION 

67-68 Report** 
(N = 689) 

No. 

26 

432 

231 

689 

No. 

11 I 
68 

610 

689 

0, 
'0 

3.8 

62.7 

33.5 

100.0 

1.6 

9.9 

8,8.5 

100.0 

Phase III Respondents: 

67 - 68 S;:llnp1e: 

13 years 

10.6- years 

*Mail Survey of 257 Bondees, conducted by ContTact Research Corporation 

**USDOL Bonding Project, FY 67-68, Statistics, Data Processing 
Academy, S.C. Dept. of Corrections, Columbia, S.C. (1969) 
No current information on Bondees is available. 
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this inrli vidUGI felt that trackin8 him dOWl1 represented an unwarranted j nt rliS ion 

upon his l)rhncy. Similar strong feelings c()ncC'rnin~ the unapnropri;}tC'l1c':;s of 

follol\'11P activities at this time I"ere cOII1l11unicated to Contract Resc;}l'ch [orr01'<lt ion 

staff by n numher of other bon(lees as well. 

3.4 Conclusions 

An<l]Y5is of the bondee survey pre-test results strongly suggests tlwt (".011-

tinued bondee survey acti vi tics lwuld be inappropriate. Based upon these results, 

there is no feasible way to locate the majority of the participants in the bonding 

program and to obtain useful followup data from them. There is virtually no way in 

which the ~IT-110 bondees--the participants in the Trainee Placement Assistance 

De~onstration Projects--could be contacted, short of the elaborate'and expensive pro-

cedures discussed in the literature such as personally contacting former neighhors 

and proprietors' of shops which program participants had presumably frequented. 

The £ombined Phases I, II, and III procedures represent a highly time-consum-

ing and expensive set of activities; the results of the p}:e-t.est indicQtc that fur-

ther expenditure of time and Tesources,on such activitjes would be unproductive und 

unjustified. 

The "still bonded" group appears to offer the most "reachable" set of program 

participants, but there is no way to collect post-bonding emplo)')11ent histories or ~ ~t. 
criminal justice experiences from this group which cannot therefore serve as the 

sole ~ource of bondee followup information. Furthermore, there is some evidence that 

the "still boniJed" responJents arc at)1)ical of the overall bondec population. 

The results of the pre-test therefore indicate that it \voultl be vjrtual1y 

impossible to locate and collect data from a representative sample of bondces as 

discussed in the "ReseaTch Design fo'r An Analysis of the Federa 1 Bondi ng Program"; 

and that the expected limited results of a mailing to all honuces (which \voulu involve 

replication of Phases I, II, and III) do not justify the major effort involved. 1"-, 

r 
In addition, it should be noted that the employer followup survey described in 

r 
• 
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r Section :2 above should provide SOJl1e informati.on concerning the post-pLICl'JI1t'llt l'X-

periencc of bondec:>. This f;lct still further reduces the aJvisabll.it)' or l'l)l\dllCt illg 

bondec follolrop Actjvity to obtain the same data. 

In short) it appears to he futile to implement folJo\Vup activities l1fter 

thc filct, when no provisions \Vere mCldc in the bonding program dcsign to collt'ct 

r even the home addresses of program participants. If the Department of Labnr Ivi shes 

to collect such information, it would be possible to begin a .longitudinal study at 

this time by selecting (a samp.le of) current hondee:>; hy informing them or the 

desire to conduct followup (this is an important step); and then by procceding to 

cOlltact them at periodic intervals. This activity is, however, beyond the scope of 

r the current study. 

r 

F. 
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ADDENDUM TO 

ANALYSIS OF THE FEDERAL BONDING PROGR~\!: 

REPORT ON HIPLOYEI< AND BONDEE SURVEY PRE-TESTS 

Background 

The "Analysis of the Federal Bonding Program: Report on Employer 

and Bondee Survey Pre-Tests" was submitted to the Department of Labor 

in March, 1975. That report teached the following conclusions: 

\) Both the positive response rate and the apparent absence of 
problems with the instrument suggest that it is feasible 
to pl'oceed with the employer follow-up survey. 

I) Analysis of the bondee survey pre-test results strongly suggests 
that continued bondee survey activities would be inappropriate ... 
(given the unavailability) of home addresses of program 
participants. 

Subsequent Activities 

As indicated in the first conclusion, employer follow-up activities 

were carrj cd out. The responses to the employer follow-up survey are 

reported in Section 3.2 of this report. The survey is described in 

greater detail in gpdate of Employer Sm'vey Data in Appendix C. 

Subsequent to the submission of the flReport on Employer and Bondee 

Survey Pre-Tests", MT-110 forms--and hence home addresses--became available 

for (virtually) all Illinois bondees. As a res~lt of'this, after consul-

tation with the rroject Officer, Contract Research Corporation initiated a 

bondee follow-~p mail survey directed to all Illinois bondees for whom legible 

and complete addresses \~ere possible. At the same time, an identical mailing 

was sent to any other bondees for whom legible and complete home addresses 

were also available. 

The results of the bondee follow-up surv~y are discussed in Section 3.4 

of this report. The details of the survey are presented in I~pdate on Bondee 

FOllow-upll in Appendix D. 

C-18 

-



r , ' 

r­
I : 

... --.:: 

r 

r 
[ 

'f' . " 

UPDATE ON H1PLOYER SURVEY DATA 

A thorough and germane analysis of employer follow-up data is constrained 

by several areas of weakness in the data available. Instruments were mailccl 

to 312 employers: Of these 3l2; 63 \Vere returned. This represents a return 

rate of approximately 20.2 0". One-fifth of a random sample of 312 does not 

a 11 ow for clrawing general conclusions about the sample. However, this prol>lem 

is further aggravatecl by two factors: 

s Of the 63 re5pondents, only 49 indicated that they usc fidelity 
bonding, and 

~ Of the 49 who carry such insurance, 35 indicated that they had hirecl 
bondees through the Federal Bonding Program 

Thus, the bulk of information gathered from employers is based on the responses 

of the 35 who r'~spondecl posi ti voly regarcling their participation in the program. 

Al though it is impossible to determine exact'ly why the useable response 

rate was so 10\\', sevqral likely contributing factors can be identified. 

'. There had boen a lapse of five years or more in some cases, between 
invo1 vement in the bonding program and receipt of the follow-up instrument . 
lvlany businesses had moved or closed during this time (\'iere returned 
by the post office). 

• Often, the individual responsible for completing the questionnaire 
apparently clid not have sufficient knowledge regarding company 
policies. (This is supported by the fact that many questionnaires 
were marked "don't know" to basic questions regarding the firm's 
use of bonding.) 

The combined responses of the 35 participating employers arc also of 

questionable value in drawing general conclusions. Several possible biases 

exist: 

171 The employers who retuTlled completed questionnaires could 
represent disproportionately those who were satisfied with 
the perfor.mance of the Federal Bonding Program bondees. 

G Since so few of the 35 respondents had submitted claims, it 
is apparent that those \.;ho d i.d are not represented. It is not 
possihle to tell whether those employers who did submit Inrge claims 
wero less or more satisfied,than l'l'spondcnrs ,vorl'. 
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s These employers could represent only the most st~ble businesses 
and thus perhaps those most likel)' to h~lve kept records and to have 
been aware of their participation in the program. 

e Employers who misused the Bonding Program by requiring bondi.ng only 
for the participants because it was at no cost m~y not be represented 

'b)' respondents. 

In addition, the employer follow-up instrument is weak in some areas, 

although it was pre-tested. 

Q The skip pattern instructs respondents who did not participnte in t'he 
Federal Bonding Program to skip to the end of the instrument. lIo\\,­
ever, it \ ... ould be interesting to COmp:lTC the us,, of the Emp1oymL'IH, 
Service by these employers to that b), others. 

41 Al though the usc of r'anges is useful in establishing the size of 
the firm and the munbcr of bondees hired, a morc accurate pictul'l', 
or at least a closed. total range is desi.rahle. 

co The charts on page 5 of the instnJnlent WCTC intendcu to gather infor­
mation regar'ding the tenure of each bondee as well as an)' arrangements 
which were made when coverage under the program was terminated. 
l!owever,' apparcntly many emplo),el's did not tlndel'stand the l'hart and/ 
or found it too cumbersome. Fewer than half of the 35 employers filleu 
out the chnrt completely and correctly. 

However J in spite of these obvious lnadequacies in employer data, the data 

collection process 'and its results provide some useful insights. This is 

the first attempt which was maue to collect this type of data; thus any trends, 

even if not conclusive, are helpful in gaining an understanding of the Federal 

Bonding Program process and impact. In addition, the low response rate points 

out possible characteristics of the program. 1 t is poss ibic that Employment 

Service aciIninistrators and client service staff utilized the Program without 

actually informing the bondee or the cmployer about the substance of the pl'O-

gram. Thus, man)' employers may have had only a vague idea about how the pro~ 

gram bondees \'Iere actually insU1:ecl. 
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APPENDIX D 

Bondes Follow-up: Summary of Pretest Phases I and II 

Update on Bondee Survey Data (Phase IV) 

(Report Submitted to Department of Labor, 
December 1974 and update.) 
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1.0 Overview 

The key to any follow-up study of the Federal Bonding Prog~am is, of 

course, the extent to which one can locate and obtain valid information from 

bondecs. The MY -110 forms provide addresses for bondees, but almost no forms 

for individuals bonded after 1969 are now available (see "Initial Conclusions' 

OraI'm From Available Data" for detail s). Thus, the only available informn.tion on 

bondee addresses for those bonded afte~ 1969 (more than 2/3 of the total numler of 

bondees) would be from employers. On the basis of this limited source, it was 

not clear whether.a sufficiently l~rg~ and representative sample of bondees 

could be contacted and ind~ced to cooperate. To explore this question before 

launching a possibly fruitless and costly full-scale follow-up study, it was 

decided to carry out a small-scale pre-test. 

To be useful, such a pre-test must be identical to the full-scale survey 

in all relevant respects except size. 111e pre-test must include a protocol by 

which location of bondees is to be attempted, and an instrument for obtaining 

information once they have been located. Since interviewing bondees depends on 

-
first locating them, however, it is reasonable to begin ~y pre-testing the search 

procedure, and then proceeding on the basis of the results obta,ined. 

The available search options are severely limited by the budget constraints 

of this study. Mailed questionnaires and telephone interviews appear to be the 

only practical means of contactIng all employers. Questionnaires were therefore 

mailed to employers (Phase I) and to follow up to non-responses made by telephone 

(Phase II). 

The pre-test target population included the employers of 100 bondees from 

* Massachusetts, Connecticut, and New York ~ity. 

* Detailed procedures employed In the pre-test are included as Attachment A. 
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It was felt that 100 would provide sufficiently reliable results at a 

reasonabl e cost. The 'three locations provide some geographical vari'ation, 

while their closeness to Boston will" facilitate any in-depth investigation 

which might be desirable. Moreover, there seems no reason to suspect that 

these regions differ from others in terms of how cooperative or knowledgeable 

an employer is likely to be. The results of these phases of the pre-test arc 

presented in the following sections. The final section of this paper contains 

an analysis of these results and their implications for future bondee follow-up 

activities. --
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2.0 Phase I: Mail Follow-Up 

As shown in Tables B-1 and B-2, the mailings to the employers of 100 bondees 

yielded a maximum of eleven bondee addresses. Ten addresses were provided directly 

by the employer. In another case,the employer refused to provide the address, 

but indicated that the bondee was still in his employ and that an instrument 

could be sent to the bondee, care of the employer. 

The phrase "maximum of eleven bondee addresses" is used in the above para-

graph, because the addresses represent the "last kno'n-n address" for the bondce 

as provided by the employer. It will not be possible to determine how many 

bondees can still be located at these addresses without further follow-up. 

TABLE B-1 

REGION: 
RESULTS or ~1AILINGl 

RESULT Mass. Connecticut N.Y.C. TOTAL 

Employer . 
Out of 3 a 8 11 

Business 2 
3 0 8 11 

12 6 15 - 33 
No Response 17 6 44 67 

-- .. 
Employer 

3 4 7 6 17 
Response 

5 9 8 22 
-", ~ 

Total 19 13 29 61 

25 15 60 100 

1 The number in'the upper left represents employers. The numbers in the lower 
right represent bondees employed by those employers. 

2 Post Office returned instruments marked I!address~e unknolm"· or "not fOD'lardable." 

3 For details, see Table B-2. 
D-3 



RESULT 

Address 
Provided 

Address 
UnknOlffi by 

Employer 3 

Bondee 
Unknown by 
Employer 

Total 

REGION: 

Mass. 

2 

3 

0 

5 

TABLE B-2 

MAIL RESPONSES1 

Conn. 

1 

72 

1 

9 

1 
Numbers represent bondees 

2 
One bondee still employed 

N.Y.C. 

7 

0 

1 

8 

3 
TIlis may also include some refusals to cooperate 

TOTAL 

10 

10 

2 

22 

At the other extreme, the mail pre-test produced twenty-two "dead-ends," 

situations in which there was no address obtained, and no further clues for 

further investigation. Eleven of 61 employers were out of business, leaving 

virtually no way to retrieve their personnel records. Two of the employers 
~ . .. . 

reported having no record of ever having employed the bondees whose name~ we 

provided. Employers of eight bondees confirmed thit they had employed the given 
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bondees, but indicated that they were no longer employed and they had left 

no forwarding addresses. Finally, the employer of two bondees indicated that 

it was company policy not to reveal employee home addresses. As indicated above. 

one of these bondees was still employed and therefore (presumably) reachable, 

care of the employer; the other bondee was not, leaving another situation in 

which it would be impossible to learn where the bondee now lives. 

In short, of the 100 bondees, potential addresses were available for 11; 

dead-ends were reached for 22. There remained 67 bondees whose employers had 

not responded to the mail survey. Phase II of the pre-test was designed to 

gain information concerning the addresses of these 67 bondees. 
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3.0 Telephone Follow-Up 

Eleven days after the initial mailing, telephone follow-up was initiated 

with those employers who"had not -yet returned the survey instruments~ Telephone 

follow-up was conducted for three days, from 25 November through 27 November. 

The results of the telephone follow-up (Phase II) are summarized in Tables B-3 

and B-4 below. 

TABLE B-3 

TELEPHONE RESULTSI 

REGION: 

RESULT Mass. Connecticut N.Y.C. TOTAL 

Employer 
Unreachable 2 2 . 1 1 4 

2 1 21 24 

Employer 0 1 0 1 
Refused 

To 
Cooperate 0 I 0 1 

-
Employer 6 3 g4 1s4 
Provided 

3 6 3 13 22 Information 

4 1 64 114 
Outcome 
Pending 9 1 10 20 -

12 6 15 4 ~3'1. 
Total· 

17 6 44 67 

1 The number in the upper left repres.ents employers. 
The nwnber in the lower right represents bondees. 

2 Pres'umed out of business 

3 For details, see Table 8-4 

4 The number of (mployers contacted in New Y0rk City is 15. I)ne employer appears 
in two cells: he provided infQrmation on two bondees, but information on four 
more ~f his bondees is still pending. . 
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TABLE 8-4 

TELEPHONE RESPONSES I 

REGION: 

RESULT ~1ass . Connecticut N.Y.C. TOTAL 

Address 
Provided2 2 2 7 11 

Address 
, 

Unknown by 3 a 1 4 
Employer 

Bondee 
Unknown by 1 

Employer3 
1 5 . 7 

Total 6 3 13 22 

1 The totals in this table represent the bondees for all employers 
who were reached and cooperative. 

2 
The totals in this row include three bondees still employed. 
Mail sent to them will be forwarded through their employers. 

3 This may also include some refusals to cooperate. 

As is shown in the table, telephone follow-up was initiated for the 

employers of 67 of the 100 bondees in our sample, a total of 33 employers. * 

This procedure yielded a maximum of eleven more addresses, although the employers 

* See footnote (4) under Table B-3, page 6. 
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of 20 bondces indicated on the telephone that they were reviewing their peT-

sonnel records, and would either call us back and/or mail back the survey 

instrument, once the information was available.* 

On the negative side, the telephone pre-test turned up 36 additional dead-

ends. Attempts to reach employeTs on the telephone indicated that an additional 

four of them werc out of busincss, yielding no furtheT guidance on locating 24 

bondees. Despite the fact that our mailings and telephone calls were based on 

the l>kLaughl in print-outs, employers of seven of the bondees reported that thcy 

had no record of hiving employed the individuals we specified. In four more 

cases, employers reported that they had once employed the bondees but no longer 

did so, and they had no idea where the bondees might now be found. Finally, 

one employer re£orted some negativ~ experience with his bondee, and refused to 

cooperate with our study. 

To recapitulate, the second phase of the pre-test yielded eleven additional 

possible addresses, and 36 dead-ends. The employers of twenty additional bondees 

promised to cooperate, but had not yet done so, more than three weeks aftei the 

ini tiar-mai 1 ing. 

* Once these figures are available, an updating of the pre-.test results 
will be provided to.th~ Projctt Officer. 
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4.0 Combined Results 

The combined results of the first two phases' of the pre-test are summarized 

r; in Table B-5 below. As is shown in the table. the combined mailing and telephone 
:~ 

r 

r 

r. I ; 

approach yielded possible addresses for 18 of the 80 bondees, with responses for 

20 additional bondees promised by employers, but not yet received. 

REGION: 

RESULT Mass. 

Bondee 
Unknown by 1 

Employer 

Address 
Obtained from 4 

Employer 

Bondee 
Accessible 0 Through 

Employer 

Employer 
Presumed 5 

Out of Business 

Outcome 
Pending 9 

. 

Address 
Unknown by 6 

EmployeT 

Employcr Re-
O fused CoopeTation 

Total 2S 

1 Numbe~s r'cfer to bondees 

TABLE B-S 

SlJI.lMARY OF INFORMATION 

OBTAINED FROM HfPLOYERS l 

Connecticut N.Y.C. 

2 6 

3 11 

1 3 

1 29 

1 10 

6 1 

1 0 

15 60 

1)-9 

TOTAL 

9 

18 

4 

3S 

20 

13 

1 

100 

--



5.0 Analysis of Results and Implications 

5.1 Analysis 

The 18 addresses of former bondees which were obtained as a result of 

the first two phases of the pre-test represent a maximum number of bondaes 

potentially accessible through the approach described above. The eighteen 

bondees for whom addresses are available appear to be roughly representative 

of the total bondee population on currently available measures. The average 

time of bonding for the 18 was about seven months later than the average for 

the 100 in our sample (mid-197l versus early 1971). Similarly, the average 

level of coverage for the 18 was slightly higher (14.8 units versus 13.7). 

It is not possible to say whether the addition of telephone follow-up 

(Phase II) to the initial mailing (Phase I) added to the representativeness 

of the resulting sample. While this procedUl'e increased the representative-

ness with respect to level of coverage, it did not do so with respect to 

year of bonding. 

For purposes of further analysis, the 100 bondees in our overall sample 

were subdivided into three groups: those for whom we already had some 

addresses (i. e. those for whom ~IT-110 forms were available), those who were 

presumably reachable because they were still bonded as of last July (and 

could therefore be reached at their current employers) and ali others. Based 

upon the McLaughlin print-outs, there were 16 individuals in our sample who 

were still bonded; 12 for whom we have Hf-110 forms; and 72 others. 

Home addresses for bondees were provided by employers of three of the 

sixteen bondees listed as still bonded in. the July print-out. (Several of 

the employers reported that the bondees no. longer worked for them, a fact 
. . 

which has been born out In many cases, by cross-referencing the results witl1 
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more recent print-outs.) 

!lome addresses were provid~ by erriployers of only one of the twelve 

bondees for whom we had />IT·UO Eorms. (The one address was the same as ..... as 

provided on the !--IT-110 form.) 

As might be t;Apc;ctcd I neither the "still employed" nor the "/>IT-UO" 

bondoos wrTC representative of the total bondee population in our sample. 

Tho~;c st ill employed wen~ bonded considerably more recently than the typical 

hondee; those for whom ~1T-llO's are available were bonded considerablY earlier. 

The lovel of coverage of those listed as still bonded is considerably higher 

than the average; the level for those for whom f.IT-110 data is available is 

somewhat lower than the averagb. 

As indicated above, the 18 bondees for whom addresses are available re-

present the maximum number h'hich are accessible using the mailed instrument and 

telephone follow-up approach. It is by no means clear, however, whether any of 

tho bondccs are now at the addl'F!sses proVided by the ... employers and whether any 

of them hilo arc accc:;sibIe would respond to a mailed instrument \d.thout any 

financial or other incentive to do so, 

In order to gain additional insights into the accessibility of bondees and 

probable response rates, it will therefore be necessary to conduct a third phase 

of the prl'-u'st. This Ivill involve developing [l survey instrument and majling 

it to ava i Inblt' :h1,1 r ~ssC'') [or bondC'cs. In particular, instruments will be 

s(.'nt to the thTl'C' subsets of homlccs: 

• Those bl.1ndees for whom addresses become available through Phases I 
and II of the pre-test 

, A five percent sample of those bonclees who are still being bonded 
3ccrrJing to the most recent print-outs 

• A five percent sample of those bonclees for whom home addresses are 
llvailable through ?-IT-110 forms, 
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The group of 18 bandees for whom addresses were obtained through Phases 

I and II of the pre-test is too small to make generalizations concerning 

accessibility and/or response rate. But the conduct of Phase III will rcpre-

sent the completion of the process which appears most feasible in whole or 

in part-- for the conduct of a follow-up of more than 6000 bondees. It will 

therefore be instructive to determine the representativeness of those responding 

as compared with the original group of 100 bandees. 

Beyond this, Phase III will provide comparative information concerning the 

accessibili ty of the "still bonded" and "r.rr-llOIl subgroups of bondees. The 

rate of return for instruments sent to those who are stiJ.l bonded (care of 

their current employer) can then be compared with a maximum rate of return of 

three of sixteen addresses provided by employers. Similarly, the rate of 

return for the ~IT-110 bondees can be compared with the one of twelveapdresses 

provided through Phases I and II for this" group. 

Taken together the rrPhase I and II", !lstill bonded," and lI~fT-llO" sub-

groups should also provide informatioll concerning the probable rate of return, 

expressed as a percentage of "those bondees for whom aildresscs arc available. 

In other words) by sending mail !laddress correction requested" it will be 

possible to divide all of the recipients of Phase III mailings into three groups: 

those who are not accessible ( and thus have their mail returned to Contract 

f(esearch Corporation), those \"ho receive the mail but do not choose to respond 

(presumed to be the case when neither the mail nor the return envelope is 

received), and those who do respond. Analysis of the relative proportions of 

< 
these three groups,· a.nd further considorationof the representativeness of the 

bondees in each of them should provide the necessary data to make the decisions 
...... 

concerning the structuring of the bondce follow-up activities. 
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Attachment A 

Detailed Procedures for Bondee Pre-test: Phases I & II 

1.0 Selection of Jurisdiction 

As indicated above, ~1assachusetts, Connecticut and New York City were 
i""" 
: I 

t \ selected for the pre-test because they provided some geographic variation while 

being close enough to Boston to facilitate any in-depth investigation which 

might be desirable. Additional jurisdictions which met these criteria (i.e. 

the other New England States) included such small numbers of bondees that 

theirinc:Lusion in the pre-test would have "used up" a significant portion of 
r 
~ th~ total bondee pool in those jurisdictions. They were therefore excluded 

.'~ from our sample. 
,:. 

2.0 Selection of Bondees ,.;i thin JUTisd ictions 

Bondees were chosen through a proportion~te stratified sampling techniquc* 

~ as is described be low. In order to insure that the number of bondces in the 

sample was proportionate to the number of bondees in that jurisdiction, the 

r. folloHing steps were taken: 

1. The total number of bondees in each jurisdiction was determined 
through review of the McLaughlin print-outs for December, 1969 
(for all those bond~d prior to that time) and July, 1974 (for all 
of those bohded since that time). 

2. Quotas for each of the three jurisdictions were determined by 
dividing the sum of the bondees in all three jurisdictions into 
the number to be included in our sample, and applying that re­
sulting fraction to the total number of bondees in each juris­
diction who were bonded before and after December 1969 respectively. 

3. Bondees were then selected within each jurisdiction according to a 
random number table until the number of bondees reached the required 
total. 

* For a fuller description of this technique, see "Selection of the 
Sample" by Leslie Kish, in Festinger and Katz, Research Methods in the 
Behavioral Sciences, 1966. 
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3.0 Determination of Employer Addresse:5 

Addresses for the employers of individuals bonded prior to December, 1969 

were included in the McLaughlin print-outs. Addresses for other employers 

were not available on the post-1969 print-outs and were obtained from tele-

phone books (the latest available in the Kirstein Business Branch of the 

Boston Public Library which had complete telephone books for the three juris-

dictions). 

4.0 Replacements of the Sample 

Of the 50 post-1969 employers, no telephone listings were discovered for 

four of them. Subsequent follow-up with directory assistance, State Employ-

ment Services, and town clerks provided no information about these four em-

players. Therefore, in order to keep the base of 100 bondees for whom instru-

ments were ~ailed. the four employers were replaced by individuals within the 

same States. 

5.0 Mailing to Employers 

Survey instruments were mailed to employers at the addTesses which we 

had determined on November 13, 1974.* Copies of the instruments are included 

on the following pages. 

As is indicated, for the majority of employers, letters \.;ere personalized 

through individual signatures by the Project Director. In cases where one 

employer had t.hree or more bondecs, addition<ll procedures were employed "to 

increase the likelihood of response. Thus, for these employers, a separate 

letter was prepared including an inside address and the number of bondees for 

~lom a response was required. 

* For 3 bo~dees (1 from NYC; 2 from Conn.), we scnt out more than onc letter 
to employers because there was not one main office for the companYJ and 
we therefore. sent letters to each local office. 
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r. o. OOX 12233. NO'RTHSIDE !STATION 

ATLANTA, GEORGIA 30J0:5 

T~L[/,HO'I( (-40.01) ~7.JO!l7 

Dear Sir or Madam: 

CONTRACT RESEARCH CORPORATION 
2.5 FLANDERS ROAD 

BELMONT. MASSACHUSETTS 02! 78 

TIUI'HON[ (617) -«1""3130 

5 November 1974 

1020 CONNfCTICUT AVE .. N, w, 
WASHINGTOtL 0, C, 200J6 

j'IL.I:I'HON£ (202) 8J3.J I !l0 

Our research firm is currently under contract. to perfo'rm a study of the 
benefits resulting from the Federal Bonding Program. As you recall, this is 
the federally sponsored program which enables you to hire and bond an indi­
vidual who is not normally considered eligible for bonding. 

The results of our study may help in providing additional assistance 
to employers and job seekers in cases where problems of bonding eligibility 
arise. 

In order for us to do as complete and thorough a job as possible, we 
need the help of both employers of bondees and of those who are bonded them­
selves. We would therefore appreciate it if you would complete the attached 
short questionnaire and mail it back to us in the enclosed envelope. We 
have already paid the postage. No information about individual bondees or 
empl~~~rs will be released without their explicit agreement. 

If you have any questions about this request, please do not hesitate to 
call or write me. 

Thank you very much for your help. 

LNB :wta 

i)-IS 

Sincerely, \ 

~M~ 
Lawrence Neil Bailis, Ph.D. 
Project Director 



P. O. BOX 12233. NORTHSIDE STI.TION 

ATLANTA. GEORGIA 3030:5 

T£LlP'HON£ (,(04) 387·30!l7 

CONTRACT RESEARCH CORPORATION 
25 FLANDERS ROAD 

'BELMONT. MASSACHUSETTS 02 t 78 

BONDEE ADDRESS FORM 

102:1 CONNECTICUT AVf:. .. N. W. 

WASHINGTON. D. C. ;Z0036 

TrUI'HON£ (202) 833.31:10 

The information on this f0rJTI will be employed in an effort to contact 
all participants and former participants in the Federal ~onding Program. 
All such information will be kept confidential by Contract Research Corpora­
tion. Thank you very much for your cooperation with this important study. 

1. Did -------------------------------- ever work for you? 

(IF NO, NO FURTHER QUESTIONS NEED BE ANSWERED) . 

2. Is this person currently employed by you? 

(IF YES, ANSWER QUESTIONS 3 AND 4; IF NO, PLEASE 
~~SWER QUESTIONS 5, 6, 7 and 8) 

3. What is his or her current home address? 

4. What is his or her current telephone number? 

S. When did this person leave your employ? 

6. Do you have the name and address of this person's 
current employer? 

7. Do you know a mailing address where he or she can· 
currently be reached~ 

0-16 
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Contract Research Corporation 
Bondee Address Form, page 2 

8. Can you provide any other information which might be helpful in 
locatillg this person? 

Form number 
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6.0 Telephone Follow-up 

Telephone follow-up for employers who had not yet responded by November 2S 

through 27 were initiated, with Contract Research Corporation staff employing 

the telephone interview guide included 'below. 

,Telephone numbers for the employers of post-1969 employers were obtained 

at the same time as the addresses. Telephone numbers for pre-196~, non-rcspond-

ing employers were obtained from directory assistance. 
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Script for Telephone Interviews 

Locate personnel manager. and identify myself. 

Carol ~1iller of Contract Research Corporation 
Conducting a study of the federal bonding program 

2) Ask if the questionnaire was received. 

a) if it was received: 

has it been filled out and returned to us? 
. if it has not been filled out, would slhe mind if I asked a few 

questions over the phone? 
. if they do not mind answering the questions. proceed with the 

interview on the attached page (A). 
if they do not wish to answer the questions over the tele~hone, 

encourage them to take the time to fill out the questionnaire 
and return it to us. 

b) if the questionnaire was not received: get correct address. 

briefly explain the need for this information, as on pa,ge eB). 
ask if slhe would mind answering the questions over the phone. 
if they do not mind answering the questions, proceed with 

attachment A. 
if they do mind answering over the phone, tell them another 

questionnaire will be sent to the correct address; encourage 
them to fill it out and retur~ it to us promptly. 
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Form .number TELEPHONE Il'I'TERVIEW - Page (A) 

OONDEE ADDRESS FORM 

The information on this form will be employed in an effort to contact 
all participants and former participants in the Federal Bonding Program. 
All such information will be kept confidential by Contract Research Corpora­
tion. Th~nk you very much for your cooperation with this import an t. stud),. 

1. Did ever work for you? 
------------~----------~----

(IF NO. NO FURTHER QUESTIONS NEED BE ANSWERED) 

2. Is this person currently employed by you? 

(IF YES, ANSWER QUESTIONS 3 AND 4; IF NO, PLfu\SE 
ANSWER QUESTIONS 5, 6) 7 and 8) 

3. What is his or her current home add~ess? 

4. What is- his or her current telephone number? 

5. When did this person lea.ve your employ? 

6. Do you have the name and address of this person's 
current employer? 

7. Do you know a mailing address where he or she can 
currently be reached? 

8. Can you provide any other'information which might be helpfUl in 
locating this person? 
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TELEPHONE INTERVIEW - Page (B) 

Explanation of the Bonding Program 

Our research firm is currently under contract to perform a study of the 
benefits resulting from the Federal Bonding Program. This is the federally 
sponsored program which enables you to hire and bond an individual who is not 
normally considered eligible for bonding. 

The results of our study will help in p'roviding additional ass.istance to 
employers and job se'ekers in cases where problems of bonding eligibility aI'ise. 

In order for us to do as complete and thorough a job as possible, we need 
your help to p~ovide us with information about bondees that were employed by 
you. 

(Continue interview with bondee address form.) 
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UPDATE ON nc)~)l1LE SlJlm:Y 

The decision to initiate a large-sc~le bondce follow-up mailing 

(referred to as Phase IV of the bonding follow-up) resulted in the CollOId ng 

activities: 

~ A complete rovision of the instrument 

" A modification to the -:.o\'er letter 

G Sending the instrulllent to all Illil1L)i:)prdgr:ll!1 ;'.lrticip:l11ts for Idiom 
~IT-IlO forms were available ~ with legible addresses 

e Sending the instrument to other (non-Illinois) lH'ogram p:ntlClpants 
for Il'hom ~IT-llO. forms werc anlil.able with legible addres!ics 

~he results of the~e activities were: . .... ' .', 

((J A one-page instrument which focussed on the job characteristics of 
the bonded job and of the bondees' current or most recent job (.if 
di fferent) and the bOildees' estimate of the program I s bencH ts. 
(See Appendix E for copy of the instrument.) 

&l ,\ cover 1 etter which attempted to ide;iti fy the program I\e 11 L'!1()u~h tn 
assist the bondees I recollection of participatjon, 

~ 0!.1ilingsto ·173 progral:l participants from 111inoi5. (Then' was a 
total of 542 tvrr-110 forms, sixty-nine of Il'hlch had incomplete or 
illegible addresses). The Illinois ~IT-110 fo~t'll1s have been completed 
continuously throughout the program (1966-1974). Consequentl)" many 
a~dresses were fairly current. 

$ Mailings to approximately 13G6 other bondees ~ho had particip3ted in 
the program prior to 1971. ~rJ-IIO forms were partially available 

. for non-Illinois participants from various states up through 1970. 
For a more complete breakdol,n of the distribution, sec pages 10-12 
in Appendix A. 

ITI Completed forms were received from 19 Illinois bonc.1ees and 55 other 
bondees. The toto 1 completed questionnai res \va.s 7:1. A number of these 
(27) llcompleted" 'responses come from individuals \vho said they had 
not participated in the program (22) or did not know that they hac! 
participated (5). 

e Pos·t office returns (that is, instruments TC.'tUTIle,l by the post office 
because no fOTII'arLiing address lI'as Clvailablc·) t,)tallell 1272; 21·1 fl'lll1l 

Illinois anJ 105S for all other stutes, 

6 The combined total of completed instruments and post office returns 
was 1346 which indicates that· about -l~3 in5trwllcnts 1ll:1)' have 
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reached the nddressecs hut were not rcturncu. I t is 1 ik(1)' that ;1. 

larger proportit1fl or those which m:l)' h[lve bcen received but not rc­
turncd \<lcre in J 11il1ois since many of the addresses were rcl;1tively 
.:urrent when compared to the more gener.J 1 (non- I 1] inoi s) mai 1 ing. 

SOURCE 

Illinois 

Other 

Total 

SU~~~RY OF BON DEE FOLLOW-UP 
INSTRU:-'1ENTS H.ETUR)lED 

cmlPLETEIl 
TOTAL 1.\STRUME:--':TS 
MAILED RETURNED 

<173 10 

1366 55 

1839 74 
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Instruments Used in Employer and Bondee FollO\'i-up Surveys 



-----
. ." 

f' 
! I 

fl"1 

t ' ( , 

"':/ 

r 

TABLE OF CONTENTS 

Employer Questionnaire , . . . . . . .' E-J - [:-R 

Bondee Questionnaire . . . . . . . . . . . . . . . . . . . E-9 - E-10 



, I 

r 

FEDERAL BONDING PROGRN-l STUDY 
EMPLOYER QUESTIONNAIRE 

Please circle the number which best describes the nature of your firm's 
business. 

1.· Transportation (Trucking & Warehousing) 

2. Construction (Building) 

16. Eating and Drinking Place 

17. Printing, Publishing rlnd 
Related Industries 

.~ 3. Construction(Other than Building) 
~ 18. Banking, Credit Agencies 

4. Manufacturing(Food Products) 

5. Manufacturing(Fabricated Metal Product5) 

f"" 6. ~1anufacturing (Electrical Equipment) 

7. Manufacturing(~~chiner1, not Electrical) 

8. ~1anufacturing (Other __ =-----,:-::-____ ). 

Specify 

9. Wholesale Trade 

10. Retail Trade(General Merchandise) 

11. Retail Trade(Food) 

12. Retail Trade (Autos, Gas Service) 

13. Retail Trade(Clothing & Accessories) 

14. Retail Trade(Furniture, Home Furnishings) 

15. Retail Trade(Other ) 
---~~~~--------~ Specify 

19. Insurance 

20. Real Estate 

21. Hotel, ~fotel, Inn 

22. Laundry and Cleaning Service 

23. Business,Services(e.g. Temporary 
Help) 

24. Hospital, Clinic, Other 
~'Iedical Service 

25. Repair Shop (Automobile) 

26. Repair Shop (Othcr_~_~~ __ ~) 
Specify 

27. Federal, State, Local Government 

·28. Other 
-------=--~~--------------Specify 

2. How many people does your company employ? (If the company has severnl 
branches or outlets please indicate the number working nt your address.) 

!~ 21 - 50 0":-Five or less ~ 
r-, 

[~ 6 - 10 l_.- j 51 or more 

11 - 20 D Don't Know 
r--1 
_ .. J 

E-l 



3. /low would you best describe the location of your business? 

Inner City 0 Small Town 0 
(Less than 10,000 population) 

0 ~I 

Suburban Rural U 

4. Fidelity bondinr, is C1 form of insurance often taken out by employers to 
guard against employee dishonesty, 

IF 

5 . 

6. 

7. 

Does your firm ever take 

Yes, Used To 0 
Yes, Still Does 0 

~Ci OR DON'T fu"iOl'i, SkiE to 

II'hat proport ion 
bonding? 

All 

Most 

Some 

o 
o 
o 

of your 

out fidelity bonding for any of its employees? 

No 0 
Don't Knoll' 0 

Item 28, 

employees are usually covered by any fidelity 

One 0 
No'ne 0 

Don't Know 0 
(a) l'lhat is the name of the agent or broker which handles your company's 

fidelity bonding coverage? 

Agent/Brokcr __ ~~ ________________________________________________ _ 
Name 

Address 

(b) What insurance company docs he represent? 

Insurance Company 
--~N~a-m-c--------------------------------------------

Address 

How long has your firm been associated with this insurance 

4 to 6 years 0 Less than 1 year 

1 to 3 years 

o 
o ~jore than 6 years [ ! 

Don't Know 0 
E' ') 
-~ 

company? 

. ...., 
\: . 
A'\c 

S7' 

....... 

J;!!"'" 
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8. 

9. 

Which of the following types of fidelity bonding does your firm carry? 

a) 

b) 

c) 

d) 

NN·fE or POSITION SCllEDULE only 
(That is, special fidelity bon~~ for each employee or position, 
e.g. cashier) 

BLANKET (That is, a single bond covering all employees requiring 
bonding. ) 

BLANKET for most, :--:AME for one or more 

DON'T KNOW 

o· 
o 
o 
o 

Standard fidelity agreements often exclude individuals knOlVT1 by employers 
to have "corruni tted dishonest or fraudulent acts." 

Have you or anyone from your company ever asked your insuror whether a 
waiver of this exclusion could be granted in order to hire someone 
and have him/her covered under,your company's normal bonding plan? 

Yes D No 0 Don't Know 0 
IF NO or DON'T !(NON, Skip to Item 14. 

10. Was this type of request made more than once? 

No 0 3-5 Times 0 
Th'ice 0 ~jore than 5 times 0 

11. What \.:as the response? 

The insuror always agreed 0 The insuror usually refused 

The insuror usually agreed 0 The insuror always refused 

IF the in'suror ALWAYS OR USUALLY AGREED, Skip to Item 14. 

12. What were the reasons for refusal? (~1ore than one answer Is possible.) 

13. 

The individual proposed for bondjng had a police record. o 
The individual proposed for bonding had a bad credit record. LJ 

(a) \Vhen a waiver 
NA.~lE Schodu Ie 

Other. (Specify) ------------------------
was not agreed to, did you request an individual 
Bond for the potential employee(s)? 

Yes 0 No 0 The insurance compJny 
suggested it 

E-3 
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(b) If a request was made by your company or the insurance company, . 
what was the response? 

The insuror always agreed 0 The insuror always'refused 

The insuror usually agreed 0 The insuror usually refused 

14. The following Items (Numbers 14 through 27) are related toa program 
sponsored by the U.S. Department of Labor and administered through 
your State Employment Security or Employment Service Agency. The. 
program, kno~~ as the Federal Bonding Program, is designed to provide 
federally funded bonding coverage for persons'not eligibie for standard 
cormnercial bonding and has been operating since 1966. 

Has your firm ever employed anyone y;ho was covered under the Federal 
Bonding Program while working for you? 

Yes 0 No 0 Don't Knoh' [J 
IF NO or DO:\' T 1~~0'1\;, .c~'ip to Item 28. 

15. Ho\'! many employees has your firm hired under the Federal Bonding 
Program? (If the company has several branches or outlets, please indicate 
the number working at your address.) 

10 - 30 
2 0 4 - 12 0 

13 - 20 

More than 20 

Don't Know 

o 
o 
o 

16. (a) Does your firm fill some of its openings through the U. S. Employment 
Service? 

Yes 0 No o 
IF NO, Skip to 'Item 17. 

(b) What is the approximate proportion filled through the U.S. Employ-
ment Service? 

Under 20~o 0 41 - 6096 [~1 81 - 1 OO~o 0 
21 400

0 rJ r· .. ·' CJ 8 O~o 
I ! 

61 L~.J Don't Know 

17. How did you hear about the FedeDa1 Bonding Program? 

Employment Service 0 
Parole or Probation 0 
Officer 

Other ('Specify) 

The Job Applicant 

A Manpower Training 
Program 

--------------------
F-it 

o 
o 
o 

[J 
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18. 

19. 

TilE rOLLOI'ilNG TABJ,£: (QUESTIONS 1 R -20) ASKS YOU TO 
PROV IDE SO~IE INFOR~1AT ION ON TIlE PERSO~ (S) IlIRE8 BY 
YOUR FIR~1 UNDER THE FEDERAL BONDING PROGRAH. SPACE 
IS PROVIDED FOR INFORMATION ON UP TO 12 SUCH HIP LOYEES. 
FEEL FREE TO 1\00 ADDITIONAL INFORMATION ON THE ,BACK 
OF THE PAGE, 

BONDEES 

1st 2nd 3rd 4th 5th 6th 7th 8th 9th 10th 11th 12th 

How 'long was bondee employed 
with your firm? 
(Number of months) 

Was bondee covered by Federal 
Bonding Program through the 
entire period of employment? 
(YES or NO) 

WHERE NO J ANSWER ITEM 2tL 

ImERE YES" SKIP TO ITDI 21 

20. I\'hat happened at the end of the period bondee was covered by the Federal 
tlR Bonding Progr<JlT\? 
r : (~10re than one check per bondee is possible.) 

a. Kept the same job. 

b. Moved to another job in 
the company. 

c. Regular insuror agreed to 
cover the individual. 

d. Regular insuror was asked 
but refused to cover the 
individual. 

e. Made arrangements for the 
Federal Programfs insuror 
to assume coverage at 
standard rates. 

f. Kept individual on the job 
without covertlge. 



21. !-las the work done by persons hired as a result of the Federal Bond.ing 
Program genera.11y been satisfactory? 

22. 

23. 

Yes 0 No [J 
!-las your firm hired ex-offenders without requiring fidel ity bonding 
coverage? 

Yes O· No 0 
Has your firm notified the U.S. Employment Service or other organi~ations 
of its willingness to hire ex-offenders? 

Yes 0 No o 
24. (a) Has your firm sought 'LO have its insurance company allow you to 

hire additional ex-offenders or others who might have difficulty 
getting bonded? 

Yes 0 No o 
IF NO, Skip to Item 2A. 

(b) Under the regular bonding coverage for employees? Yes 0 No 0 
Cc) With NAl'IE SCHEDULE bond coverage? Yes 0 No 0 

0 
i---~ 

Cd) Without bonding of any kind? Yes No l_! 
(e) fu1Y other arrangement? Yes 0 NOD 

(Please specify) 

25. If such efforts have been made with the insuror, have they been 
generally successful? 

Yes 0 

E-6 
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26. 

27. 

Has your firm submitted 
hired under the Federal 

No D 
One D 

any claims for losses caused by individuals 
Bonding Program? 

2 - 5 

I-Iore than 5 

D 
o 

Please make any additional comments which would clarify the experience(s) 
your firm has had with the Federal Bonding Progam. 

28. NA,\!E TITLE 
--------------------------------~-- ------------------------------

COHPANY ~A'\[E --------------------------------------------------------------
ADDRESS 

----=----------------------~~-------------------=---------~-------Street City State Zip 

PHOl\E NUHBER 

DATE 
------.------------------------------

-------------------------------------------

THANK YOU FOR YOUR ASSISTANCE. PLEASE RETURN THE 
QUESTIONNAIRE IN THE ENCLOSED EKVELOPE. NO 
POSTAGE IS NECESSARY. 

E-7 



1'. O. DOX 12233. ~;ORTH5IDe: STATION 

ATLANTA. CCOnGIf, 30:)05 

TCLrJ'!W"C (404) 307.3057 

CONTRACT RESEARCH CORPORATION 
2.5 FLANDERS ROAD 

BELMONT. MASSACHuseTTS 02178 

T[LCrHON[ (017) 469·31!l0 

7 February 1975 

Dear Sir or ~~dam: 

1028 CONNECTICUT AVe: .• N. \Y. 

WASHINGTON. P. C. 2003(; 

TnCI'HO"C (202) 833·3 \ 5b 

Our research firm is currently under contract to perform :1 study 
on the Federal Bonding Program. Tlte program is a federallY funded 
effort to provide assistance to individuals seeking employment in jobs 
for which the employers require fidelity bonding. 

Your firm has been selected from the list of employers who hired 
individuals participating in this progr:lm. We are soliciting informa­
tion both from bonded individuals and from employers. 

It i~ particularly important for the usefulness of the study to 
obtain as much information as possible from responsible employers on 
their experience with the Federal. Bonding Program. We would therefore, 
appreciate it if you could complete t;,c attached questionnaire. In 
the event that someone else in your firm is more familiar with the 
detiils on this subject, please forward the letter and questionnaire 
to the appropriate person. 

To insure meaningful results, we need to have all the questionnaires 
completed nnd returned as soon as possible. Most of the questions simply 
require checking the relevant boxes or, occasionally. completing a blank. 
However, it is important to be as accurate as possible so that the over­
all tabulations wili be correct. All results will be reported in 
aggregated form. No responses from individual employers will be. reported 
without explicit consent. 

If you hn.ve any questions, please do not hesitate to get in touch 
with me. The completed questionnaire should be Teturned in. the enclosed 
self-addressed envelope; no postage is necessary. 

Thank you for YOln' help. 

LNB :pt 
I: n 
-i-.) 

Sincerely, 

Lawrence N. Bailis, Ph.D. 
Project Director 

-
= 

,..., 
t, 
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BONDING PROGRAM PARTICIPANT SURVEY 

[please Check Appropriate Boxes and Fill in Blanks 

Since 1966, the U.S. Department of Labor and local State Employment ·Service 
agencies have helped to provide bonding (a form of insurance) for indivjduals 
who were having trouble getting bonded (and needed a bond for certain types of 
jobs). This program is usually knOl.,'l1 as the Federal Bonding Program, al though 
it may have had a different name in your area. It is usually administered 
through the local employment service. 

I • 1. Did you ever receive bonding under this program or any similar one? 

Y·ES D- NO 0 DONI T KNOW 0 
If NO Cir DO~IT KJ'J"OW, please return questionnaire in the enclosed envelope. 

2. What was the name of the company which hired you under the Federal Bonding 
Pr')gram? Name --------------------------------------------------

F 3. What was your job with this company? (Please be specific.) 
I 
t .... "" 

r 
I , 

..... 

r 

4. What w~~ your salary'( $ ___ per ___ _ 

S. Do you still work at this same company? YES D :\0 0 
If YES, skip to Question #10. 

6. Ho\-; long did you stay at this company? _________ . ____________________ _ 

7. Why did you leave the company? 

8, 

9. 

A better job 
(better pay) D 

A better job D 
(same or less pay) 

Fired D Other (please explairi) 

Laid OffD 

Do you think that being bonded under the Federal Bonding Program helped you 
get your most recent or current job? 

YES, I gained good work experience 0 
from the bonding program job 

YES, I had demonstrated my relia- 0 
bility in the bonding progrrun job 

YES, other reason (please explain) 

NO 0 DON'T KNOW o 
Please indicate the company name, type of job, and salary of your current or 
most recent job. 

Name of Company ---------------------------------------------
Type of Job ____________ _ Salary $ ___ per __ _ 

10. Additional Conunents 



CONTRACT RESEARCH CORPORATION 
2.5 FLANDERS ROAD 

BELMONT, MASSACHUSETTS 02178 

TeLePHONe (617) 489.3I,~C 

The attacht;d questionnaire is part of a research project to document nll 
nspects of n fidelity bonding assistance program run by the federal government 
and the State Employment Services. 

Many employers require that their employees be covered by fidelity bonds, 
a type of guarnntee against employee theft. Often job applicants are nct eli­
gible for fidelity bonds and are therefore unable to get certain types of jobs. 
The Federal Bonding Program was set up to provide coverage for those who are 
othen"ise itwligi!Jle Dnd thus help them get jabs. 

Ive are sending a questionnaire to those individuals who may have 
participated in the program in order to find out whether the program has been 
helpful. 

Your responses are confidential and ~.;rill be used only in combination ,"ith 
other responses to determine ,,,hether the program .made a difference in the type 
of jobs available to the. program participants. It is important to the useful­
ness of the research to have all the questionnaires returned even if you 
choose not to complete the information. Please mail it back to us in the 
enclosed envelope. No postage is necessary. 

Thank you for your help. 

Sincerely, 

La~"rence .N. Bailis 
Project Director 

1026 CONNECTICUT. AVENUE, N.W. SUITE '_ 1 'ASHINGTON. D,C. 20036 TELEPHONE (1.02) 633.31!S0 
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Represent~tiveness of the Illinois Bondees 
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n 
~ 
~ As described in Section 1. 4 of this report, the unavailability 6£ certain 

-.\ statistics for all bonding program participants led to a decision to consti tuto 

ti an Illinois case study, a series of analyses for all of those individuals who 

r l'Iore bonded in the State of Illinois. 
r ; 

n 
r 

F' 
l i 

The shortcomings in demographic data which make it impossible to provide 

statistics for the entire bon dee population also make it impossible to commont 

definitively upon the representativeness of the Illinois bondees. But it is 

possible to compare the Illinois bondees and the entire bondee population in 

terms of a lllunber of factors associated with utilization of the program. In 

all cases, the pattern of utilization in Illinois appeared to roughly coin-

cide with the nation2.1 pattern. 

As is shown in Exhibit F-l , the bonding actiYit)' in Illinois gel1l'rally 

paralleled that in the country, especially during the early years of the 

~ program. Exhihit F-2 demonstrates that the distribution of the rate of 

coverage for bondees is similar for the two groups; in both cases the 

r: largest group of bondees was covered for the maximum amount, $10,000 per 

year. 

The similarities in amount of time bonded betKcen the Illinois bondees 

S ;;mu the entire bondee population arc illu~trated in Exhibits f.-~ :lIld li_·I. 

the bulk of bondees in Illinois and in the country were bonded for less than 

a year, Illinois bondees tended to be covered longer than their counterparts 

in the rest of the country. 

f.-I 
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Bondings 

Year III . Total 

1Y6G 12 74 

1967 82 368 

1968. 74 712 

1969 76 728 

1970 69 647 

1971 58 981 

1972 116 1345 

1973 37 1198 

1974 30* l032'k(est. ) 
(es t. ) 

*1974 estimates were calculated by 
multiplying the number of bondings 
knOYJn through July) 1974 by 12/7) 
h'hich assumes the same mohth1y 
average for 12 ~onths 
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EXIIIBIT F-l 

.cQ~n~ARlSQ~._ ,OF_!\NJ:l).Ji\.L BO~llI~f,S: ,_T9.,JP-t AN1l.-.!g:!NOIS 

Total Ill. 

(1300) 130 

(1200) 120 , 

(11 00) 110 / ~ 

J ! \ (1000) 100 

I \ (900) 

(800) . 

(700) 

(600) 

(SOD) 

( 400) 

(300) 

(200) 

(10U) 

90 

80 I"', ~ 
----- "-70 I 60 

50 
I 

40 

30 1 i / 

20 

10 

o 66 67 68 6~ 70 71 
YEAR 

Key Tot;:ll 

Illinois 

\ 
I 
I 

\ 
\ 
l 

" "-

72 73 74 * 

~'~'1 . 'J -r,;l 
, ~ ,J.,.-~ 

"?i.~! lit, --, ~ ~~.""'11 
~~...Q ..t"_p jI 

f)T-.4 !"'I 1, 
:l":'_d-J ~ l. j ;~~[} 1 ~)r.1 '[ J j l;!;~n H ~n 

1 
'.'1 
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UNITS 

I -,~ 

5 

6-9 

10 

11-19 

20 

~lonths 

1-6 

7-12 

l3-18 

19-24 

25 + 

EXHIBIT F-2 

RATE OF COVERAGE 

---
VALUE ALL BOM1EES ILLINOIS 130NDEES 

-- ~, 
!\Ilmher Percent N umbe r Percent --- ---

$2000 or less 1056 15.9 44 S.l 

2500 482 "7 'J 
I • ~ 60 11. 0 

3000- /! :.il") 252 3.8 21 3.9 

5000 1435 21. 6 164 30.3 

5500-9500 66 1..0 

l-
10,000 3361 50.5 --6652 100.0 

::; • OS 

249 46.0 
----541 99.8 

EXHIBIT F-3 

LEl\'GTI! OF TI~IE BO~DED 

ALL I30NDEES ILLINOIS BONDI:ES 

Number Percent Number Percent ---- -

3582 54.0 244 45.1 

1282 19.3 80 14.8 
, 

74U 11.3 65 12.0 

464 7.0 131 24.2 

559 8.4 21 3.9 
--- ,---._-

66S:; 100.0 542 10G.0 . , 

F-3 



--------

..:; \C ''I C ~r 

rl - tr, -!" 
~ 0) CO r~ Lf) 
~-' 1--·1 
g 
e. 

I 
(::... 

I Q 
_J 

I :f) I .. -
~'" ~ t: :n i Io~ 

I 
~ 

7. i- ::::: I >1*. 
"I Q ~ 

~ I 0 
~ 

~ 

.-'. 

~ 
, .,. 7- I ~~ "'. ...,. 

....; :::; co _. 
"I :;;: --:: ~" . 

f-< I r! I .-; I :..--: ",.' 

I II') I ..:; 0 
t:..: -, .-< r 

I 
....., 

-.' I .-< 

::::: 

\ 
I 

.. :: 
;:;: ..... 

....; 

_____ . __ J --:: ,-
0 ".~-

~ 

U', 

....; 

- U) 

~ 
,.... .... 

c:... ;5 
-. ....... 

! ~~ '-J 

I c f-< ~ 

-; .yo , ~ 
I ;;: < , -< c.... e. 

11 I 
7- .. , 

3 > 
:::: '::;l 

I :? ::2 ~ 
-< 

0 -'r. ~ 0 ~ . 
-.~ ~ ~ -...... :..G 
? 

.... .- ,...... 
>-< ::::. t-< 

-; ....; >": 
.....:: z Q 
r-. 0 

....... 
~ ~ ;-
0 ~ t:Q 

0 

~ 

~ ." 
7- c.. 
:::> 0 
U) ~ ...... c.. 
c:: 

f,'!' 
b 

.-:: U) 

;;:: 
0 
u 

0 
;:;;: 

~ Cf} Cf} 
'T' 

"'l' ~ t: ,...... 
~ t-' 

1"1 Z 7.: z 
~ 

0 0 0 ~ 
;:;;: ;:;;: 7- Z 

0 

t:5 7 CO N 7-
('01 .-l .-I 

I I I '.:::J 
t.rJ 0'. '" r', c:: rl rl 
Q 

U) ~ 
>-< 

~ 0 
% 
H 
....J 
-l 

"... >-< 
• J 

t"'1 

'" 

·1 ~ )\ 
0 0 ,..~ C 0 0 0 C 0 0 
C Ol CO r--- <.D In 7 1'1 ('.1 rl m 
.-I f ·1 

mrnSSI SON08 dO J.N::rJ~ltId 

~ 
f""'I 

F-4 



,. .. 

r 
·i I. 

P" 
I • 

jl'l 
t , 
> . 

.... 

APPENDIX. ~ 

The Canadian Experience 
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THE CANAl' C \:\ FYOPR TENCE 

The Canadian government is currently sponsoring a bonding program fvr ex-

offenders that differs in many ways from the United States Federal Bonding PrQ-

gram, This appendix contains a summary description of the program's operation 

and history, and a discussion of the implications of the Canadian experience for 

the United States program, 

1,0 PROGRAM DESCRIPTION 

The Canadian bonding program for bonding ex-offenders is a cooperative 

effort between the Department of the Solicitor General, the provincial proba-

tion and par.ole services, private after-care agencies such as the John IloWQ:rd 

Society, and the Canadian fidelity bonding underhTiters. 

The program is currently administered as follows. Ex-inmates of correc-

tional institutions, parolees, and probationers, who learn about job opportuni-

ties l'lhich require fidelity bonding, discuss these opportunities with staff of 

National and Provincial parole and probation organizations or with staff of 

private after-care organizatjons such as the John IIoward Society or the 

Salvation Army. If, in the judgement of these officials, the ex-offender has 

been successfUlly -rehabilitated and is trustworthy, a letter is sent stating 

this opinion and providing back-up information, to the insurance undcn ... ritcr 

which is currently providing coverage to the employer. 

The amount of coverage is left to the discretion of the indivisual under-

writer .. During the initial experimental year of program operations. the Surety 

Committee of the Insurance Bureau of Canada (lBC) * provided the follol'llng guidance: 

*The lBC is the trade association for Cruladian insurors and was then known as the 
All Canada Insurance Federation. 



As to limits, the Committee1s suggestion i.s$500:00 or $1000.00. 
liowever, it is suggested that in certain cases the amount could go as 
high as $2500.00 

Following that initial year, there was no stated limit and cases have been given 

individual consideration. A 1972 memorandum to IBC member firms restated this 

policy as follows: 

It is emphasized that $2500 is not necessarily the ma.:dmum amount 
tha.t the insurance industry is prepared to provide, it being the Surety 
Committee's intention that a maximum or a minimum amount is entirely 
uiscretionary as far as any individual underwriter is concerned .... 

Applications will be received for substantially higher amounts. In 
some cases, the underwriter may be willing to issue a bond for the required 
amount. In cases where this is not possible, the applicant, with the 
assistance of the National Parole Service or the After-Care Agency con­
cerned, will need to seek the cooperation of the employer in accepting a 
smaller bonu. * 

No specific guidelines for the letters to insurance under\~iters have been 

prepared, but insurance officials have indicated that the communications appear 

to be generally similar, stressing the positive features of the ex-offender such 

as ambition, resourcefulness, reliability, conscientiousness, trustworthiness, 

and so forth. Although no formal guarantee of the reliability of the ex-offender 

is provided, the insurance companies consider that the organization sending the 

letter of reference is serving as the "sponsorll of the individual. 

Upon receipt of these letters, insurance underwriters make an individual, 

case-by-case uecision concerning whether or not to provide fidelity coverage. 

The insurance industry as a whl)le has not adopted any standardized procedures 

for handling these requests; there are indications, however, that these decisions 

are made at relatively high levels in the organizations. 

TIle decisions of the undel'l~i~ers relative to specific ex-offenders are 

then sent to the Department of the Solicitor General of Canada, which- tabulates 

* Information Builetin: General No.' 21 issued by the Insurance Bureau of 
Canada, dated April 4, 1972. 

~~ 
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the results. 

2.0 PROGRAM RESULTS 

r There art=: few available statistics concerning program operations. The dec en-

traliz::ttion of the program, with individual parole and after-care agencies corres-

ponding with individual insurance undenrriters, has resulted in a situation in 

which extensive data on the program have never been compiled in any single loca-

tion. 

According to the Department of the Solicitor General, a total of 74 individuals 

r 
1 \ 

have been bonded under this program in the period between its inception in 1968 

and August 15, 1974. This represents all but 5 of the 79 applications which have 
'M 

~1 been forwarded to the insurance underwriters. The Department has thus come to 

r 
the conclusion that I!~he bonding companies are much more receptive to issuing 

bonds than is commonly ,believed. 11* 

~ Neither the Department of the Solicitor General nor the Insurance Bureau of 

'" .' " 
Canada have any data on the loss experience associated with this program, and 

r, officials in the!:.e organizations are unable to offer any opinions 0)1 this topic. 

3.0 HISTORY OF THE PROGRAM 

The Canadian ex-offender bonding program was initiated in 1968 as a response 

to a number of requests for assistance received by various public and private 

Canadian criminal justice organizations .. The direct impetus came from the- Depart-

ment of the Solicitor General) Correctional Planning Branch. Officials of that 
'~ 

t ; organization werc a\~are of an ex-offender bonding program in the United States) 

~ and scheduled a series of meetings with the All Canada Insurance Federation and 
~~;~ ... 

* Undated information sheet prepared by the Canadia.n Department of the Solicitor 
General. 
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the John Howard Society, a leading private after~care organization which'has 

branches throughout the country. 

Following the United States model, the Canadian government proposed the 

purchase of a number of "bonding slots", i.e., a bond to cover one man for one 

year, which would be available to former' offenders through the National Parole 

Service and the John Hm'lard Society. 

The insurance underwriters objected to this proposal on several grounds. 

In the first place, they believed that there was no clear need for such an approach; 

in many cases, they felt, employers were using bonding as an excuse to avoid hiring 

ex-offenders. * Secondly, they indicated that if "bonding slots" were to be dis-

tributed by non-insurance underwriters (without under .... rriter discretion) the 

premiums lI'ould need to be much higher than normal. Finally, some of the insurors 

expressed uneasiness about the degree of government involvement in what they re-

garded as a private sector issue. 

As a result, the Department and the industry negotiated a "voluntary" and 

"cooperative" project as is described in Section 1, above. The negotiations and 

resulting agreement were described to undeT\~Titer members of the All Canada Insur-

ance Federation as follows: 

* 

The (Ontal'io and Western Provinces Surety] Committee recommends that a 
voluntary program be established whereby Insurors providing an employer's 
F l.delity Bond voluntarily accept Cor bonding anex-offondcr bl'i Ilg con­
sidered by the employer for employment or for promotion, following full 
disclosure of all relevant information by the National Parole Service or 
by the after-care agency involved. 

The conclusion reached by the Committee, following lengthy discussions of 
all aspects of the problem, is that bonds would most likely be made avail­
able to the majority of such individuals on the strength of cooperation and 
disclosure of all information pertinent to the bonding situation by the 
National Parole Service, the yarious John Howard Societies in Canada, other 

111is response \,'as identical to that taken by the United States fidelity bonding 
industry as is described in the History of the Federal Bonding Program. 
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after-care agencies and Val,'iaus, pl,'obation services as might be involved; 
Sponsorship, either actual or implied by the National Parole Service or 
by the after-care agency, Cindicates ••• ] that the individual has made 
sa.tisfactory adjustment and is likely to succeed in his rehabilitation. * 

According to sources in the Canadian government, the insurance companies 

agreed to participate in the program for several reasons: 

They preferred tI\is system to one in which the government \I'ould 
playa considerably larger role 

They were "captivat,ed,t by the idea 

G They believed that it would enhance their public images 

The ex-offender bonding activities ,.,rere initiated as a one-year demonstra-

tion project with a suggested limit of $1000 of coverage and a provision for 

$2500 in exceptional circumstances. 

By 1969, the proj eet was considered to be a "relative success" and was 

expanded nationwide to involve all. 10 provincial and 2 territorial probational 

services. In addition to this, the Insurance Bureau removed the suggested limita-

tion in coverage, leaving the amount to the discretion of the bonding firm. 

The number of bondees reportedly participating in this program has consis-

tently fallen below the expectations of Department of the Solicitor General 

officials. Thus, as of August, 1970, only 23 requests for bonding had been made 

to fidelity bonding under\'lriters, with 19 of these. being accepted. The mos t 

recent figures indicate that as of August 15, 1974, the results of 79 appl ica-

tions for ex-offender bonding had been forwarded to the Department, with all but 

five of these being accepted. 

* 

The Department's assessment of the. situation is as follows: 

Our returns would seem to indicate that, of the overall total potential 
applicants, very few applications are being submitted to bonding companies. 
we feel that this can be attr'ibuted to three possible factors: 

All Canada Insurance Federation, General Bulletin. No. 128" dated September 23, 
1968. 

G-S 



--~1any people still believe thu.t bonding is not possible for 
a person with a criminal record i 

--Returns being sent in are not indicative of the actual numbe:r 
of ex-offenders who have been successful in obtaining bonding; 
and, 

--Some are being assisted unofficially and informally by rcpresentu­
tive of the various agencies. 

As a result of the belief that much bonding activity may not be reported to 

the Department, additional efforts have bc;~n made to urge that all participants 

in the program keep the government better informed about their activities) and 

auditional efforts to analyze available data are being made. 

4.0 IMPLICATIONS 

The Canadian bonding program has involved only a very limited number of 

individuals. But the fact that Canadian underwriters--many of them affiliates 

of American firms--were willing to participate in a program which provides 

coverage and maintains underwriter discretion suggests that such a program is 

at least possible in the United States. This alternative }vould ,therefore, 

appear to merit some exploration at a meeting of Department of Labor and insur-

ance industry leaders. 

r 
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RELATED SURETY BOND ING ACTIVITY OF THE U, S, FEDERAL GOVERI\'1'-IENT 

1,0 SURETY BOl'mS FOR GOVERI\'1'-1ENT CONSTRUCTION 

1.1 Overview 

Th~ United States government currently spends an estimated $24 million to 

r: provide surety bonds for government cons"truction proj ects. These bonds are some­

what similar to fidelity bonds, and fall into two general categories: pa}1l1ent 

r 

- .~J 

bonds to secure payment to persons supplying labor and materials for such pro-

jects, and performance bonds to secure fulfillment of all obligations in the 

construction contract. 

1.:2 The Self-Insurance Issue 

The government programs to provide surety bonds for construction projects 

were recently studied by the General Accounting Office (GAO),* One of the topics 

aJdressed by the study was the issue of self-insurance by the FeJer3l Government, 

as opposed to continuing reliance upon private insurance contractor/underl\Titers. 
" " 

, 
TIle GAO was unable to reach any definitive conclusions on this topic because of 

weaknesses in the data: 

In the absence of comparable quantitative data, we could not develop 
measurable evidence supporting either elimination or retention of the 
current bonding system ... (but) 

The major participants in the system generally voiced op1n10ns that 
surety bonds were needed and that the current system was effective and 
should be continued.** 

* Report to the Congress: Use of Surety Bonds in Federal Construction Should Be 
Improved by the Comptroller General of the United States, January 17,1975. 

**ibid' J p.140. 
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In particular) it was judged to be impossible to develop comparable cost 

data. because~ 

The monetary value of the individual services provided by sureties 
could not be isolated [and] because federal agencies have had no experience 
in providing these services, they could not state what the cost would be if 
the government assumed such services,* 

The report also l'lent on to note the "particular factors arguing against the 

Government I S becoming a self-insuror" l'lhich indudee: 

o lack of 'legal means 

I) lack of administrative machinery, and 

lack of in-house expertise** 

for handling claims of subcontractors, suppliers, and laborers. The report went 

on to note that 

It is apparent that the :,ureties do not automatically pay all claims 
submitted ... Rather, the sureties make certain determinations regarding 
the validity of the claims ... 

If bonds were eliminated, some other system for protecting ~hosc 

covered] lI'ould have to be devised. Most federal construction agencies 
believe that a workable system cannot be developed. 

TIle agencies feel that, even if a system could be developed, the 
administrative cost to the Government to operate the system likely would 
be high.*** 

1.3 Implication 

It would appear that man)' of these arguments against self-insurance for 

surety bonds would be equally relevant to questions of self insurance for fiJelity 

bonuing of ex-offenders. 

* 
** 
*** 

Ibid. 
Ibid. 
Ibid., p.1S. 
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2,0 THE SBA BOND GUARANTEE l?ROGIW!* 

2,1 Overview 

This program was established pursuant to Public Law 91-609, and allows the 

Small Business Administration (SBA) to gu~rantee, for a fee, any surety company 

against up to 90 percent of its losses resulting from a small contractor's breach 

of the terms of a bid, performance, or payment bond as described in S~ction 1. 

The goals of the program are to: 

provide bonds for small and minority contractors who cannot obtain 
bonds in the open market; 

increase the viability of these contractors so they can make the 
transition to the regular bonding program, 

Given the manner in which the program was administered, participating sureties 

incurred only a 10% risk for ~O% of the collected premiums, In essence, this 

r represents a nine-fold increase in the ratio of premium to risk from the standard 

situation; in addition to this,. underl'lI'iters' were permitted to chal'ge higher 

.; premiwn rates for those covered in the program than was standard in the industry, 
-' 

., '1' 
,-, - Role of the Insurance Industry 

A General Accounting Office study of the SBA progranl referred to this arrange-

lnent as a "disparity in the relationship of risk to premiums" and attributed it 

to lithe uncompromising position taken by the surety industry during negotiations ,11'k 

According to Small Business Administration officials, t'he industry had offered 

the 90-10 split on a "take it or leave it" basis; it was their belief that had 

the gover!lffient not been willing to accept 90% of the risk, the industry would not 

[ have been willing to participate in the program at all. 

-
* Unless otherwise noted, this material has been adapted from the above,-cited 

GAO report, 
** p,SSO, 
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2.3 Implication 

The SEA p'ogram illustrates tJ:tat the insurance industrr can be persuaded to 

flbond unbondables l for a given price, But the relatively high premiums involved, 

and (reported) lack of flexibility C!:l the part of insurance industry negotiators, 

suggest that there are limits to what realistically can be expected of the indus-

try with respect to providing fidelity bonding coverage for those who are not 

judged eligible for :5tandard commercial coverage. 
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