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Hello! Welcome to the webcast Pay for Performance, an opportunity for innovation and better outcomes. This webcast provides an overview of Pay for Performance guidance that is outlined in TEGL 8-20 –  Pay for Performance (PFP) Guidance for WIOA title I, subtitle B
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My name is Sara Hastings…and I am the acting unit chief in the division of adult services and governance, within the Office of Workforce Investment at the Department of Labor and I will be walking you through the Pay for Performance guidance that the Department published in December 2020. 
First, you will be hearing from Kim Vitelli, Administrator of the Office of Workforce Investment who will be providing you with a high-level overview of Pay for Performance and why it may be a beneficial workforce development contracting strategy to help achieve better outcomes for the customers you serve. 
I will now turn it over to Kim to walk us through the agenda and to provide us an overview. Kim? 
Slide 3:
Kim:  Thank you Sara – add any personal greetings, comments on PFP context…..
We want to provide you with an easy to digest overview of Pay for Performance, how it can encourage better outcomes for State and local efforts to enhance services to disadvantaged populations and other populations and additional details about implementation and funding options. The information we are covering today, as Sara mentioned, is contained in TEGL 8-20. We encourage you to review the 3 TEGL attachments that go into greater detail about:
· Pay for Performance Guidance
· Summary of Selected Major Federal, State, and Local PFP Roles Under WIOA, and
· How the Extended Disbursement Account functions
We will walk through local and state roles, the steps you can take to implement a PFP model and how PFP funding works. 
So let’s get started
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Before we get into the implantation details of PFP, first let’s review what PFP is…….
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Simply put, PFP is a contracting strategy where a state or local can make payments to providers only when performance outcomes are met. This strategy directs funding to employment service contractors while allowing greater flexibility in negotiating outcomes based on the state or local workforce needs. We will discuss the parameters in more detail, but one nice advantage of PFP is that the WIOA funds that are set aside for PFP contracts remain available beyond the two-year limit.
Other advantages for PFP contracts include: 
· An increased flexibility for establishing and ensuring that positive performance outcomes are achieved, since it is only upon completion and validation of these outcomes that payments are issued.
· PFP contracts can be used to set aside, up to but not more than 10 percent, of  WIOA formula allocations to incentivize services to target adults, dislocated workers and youth.
· The PFP set aside funds will not expire if not paid out and remain until expended.
We will explore many of these benefits in more detail during the webcast, but for now let’s look at the types of PFP activities.
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WIOA authorizes, and ETA encourages, local WDBs to reserve up to 10 percent of the local allocation for WIOA title I Adult, Dislocated Worker, and Youth formula funds for PFP contract strategies.  In a later slide we will show you the types of services PFP can be used with each targeted population.
When we talk about PFP, there are actually two types of PFP activities – PFP contracting strategies and PFP-related activities.
PFP contracting strategies include contracts for activities listed in the WIOA definition to provide training services. These contracts include:
· An agreement that a fixed amount will be paid to an eligible provider based on the achievement of specific levels of performance based on primary indicators of performance for target populations.
· A contract will also include a strategy for independent validation of the achievement of performance.
· And finally, a contract includes a description of how the State and local area will reallocate funds not paid to a provider because they did not achieve the expected performance outcomes as described in the PFP
Local boards have the discretion to reserve local funds to pay for PFP contract strategies and these activities are subject to the 10 percent limitation described in the TEGL.
PFP-related activities include additional State and local activities related to PFP contracting strategies, but are not the contract itself. The activities include feasibility studies, technical assistance, and PFP evaluations.  
· Note that these may occur before a formal PFP contract exists and that,
· PFP-related activities cannot be paid for with the PFP funds that are reserved for the contract. They can be paid for with local funds.  
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Sara will now walk us through more specific details about Pay for Performance as outlined in the TEGL Attachments starting with Local and State Roles.
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Thank you Kim:
So, what does the guidance say about PFP and the role of local boards?
· Since PFP contract strategies are an optional WIOA local activity, most of the decisions, policies, activities, and oversight of PFP will occur at the local level. As a result, most of this guidance for PFP implementation is offered for folks working at the local level.
To implement PFP, allowable activities that the local board may engage in include:
· Reserving up to 10 percent of combined Adult and Dislocated Worker allocations or of the local Youth allocation.
· The local board also has the role of providing bonus payments to contractors who exceed agreed upon performance targets.
· The board can request and receive technical assistance from the state and it can also provide technical assistance to contract providers who wish to explore PFP, 
· Also, the board can participate in planning the evaluation design.
Finally, local areas share PFP design and performance data to the state for reporting to the Employment and Training Administration at the DOL.
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States have the same general authority over how PFP is structured within the state as they do for other WIOA activities. States play a  monitoring role and oversee WIOA activities, which includes any PFP contracts that may exist. 
If there is a PFP contract strategy in a state, the state must do the following:
· Collect and report to ETA:
The Participant-level data used to document that the PFP service providers met all performance requirements, and findings of any State and/or local evaluations of the PFP contract strategies 
· Where possible, the state should collect and report employers’ and participants’ level of satisfaction.
· Again, the state plays a monitoring role. The state must monitor local PFP contract strategies to ensure: 
Compliance with PFP TEGL specifications and applicable procurement policies.
To make sure that no more than 10 percent of a local area’s Adult and Dislocated Worker allocation or Title I Youth allocation, are reserved for PFP contract strategies; and 
That no conflicts of interest occurred in PFP contract strategy outcomes. 
 
And, if local areas request support, states may also provide technical assistance to local workforce boards to ensure their efforts are successful. 
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Now let’s look at the six steps involved in implementing a PFP contract strategy…
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Local areas are required to study the feasibility of whether an intervention is suitable for a PFP contract strategy. The feasibility study serves as a needs assessment to scope the initiative on what services will be delivered to which target population, at what project cost with specific negotiated outcomes.
The feasibility study should:
· Identify the workforce development problem to be addressed, the target population with projected number of participants along with the proposed services.
· It should specify the projected performance outcomes – those that align with WIOA-required performance indicators and any additional outcomes specified by the contract.
· The feasibility study should estimate the cost associated with achieving the projected performance outcomes, and finally, 
· It should describe how the local area will reallocate funds to other PFP contracts if proposed outcomes are not met.
There is no requirement for a feasibility determination or study to be developed by a third party.
And, it’s important to remember that because the feasibility study is a PFP-related activity, its costs may not be paid for with the PFP contract strategy funds and does not count toward the 10 percent cap. 
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In Step 2, the funding determinations are made. If a local area wishes to explore entering a PFP contract, they need to work closely with the state to ensure the funds are appropriately set aside and monitored.
To do that, 
· The local area coordinates PFP funding with the state to:
· Modify its WIOA grant to set aside PFP funds, and 
· Work with the local level to ensure financial controls are in place to track and report fund use and any carry over
· The PFP contract strategy funds that are set aside must be spent on WIOA Adult and/or Dislocated Worker-eligible participants and Youth funds must be spent on WIOA eligible Youth.
· Also, WIOA Governor’s Reserve funds set aside for statewide activities may be used for PFP-related activities such as TA and evaluations, and again, while they can’t be used for training activities, they can be used for things like supportive and wrap-around services to help ensure participants are successful.
· And of course, Governors could use non-federal funds as well to incentivize local boards to enter into PFP contracts.
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For Step 3, Contract development begins with the identification of an eligible contractor which can include local or national community-based organizations or intermediaries, community colleges, or other providers eligible under WIOA.
Funds used as part of a PFP contract strategy must be obligated in legally binding contracts that specify a fixed amount to be paid to an eligible service provider. 
The negotiated contract includes the elements identified in the feasibility study including what services will be provided to the target audience.
The contract clearly stipulates that payment is made only when performance outcomes are met and if bonus payments are available for exceeded performance within the specified timeline.
· To the extent known, the contract should also stipulate conditions that might necessitate adjustments to the contract timetable, outcomes, and services.
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· As described in the previous slide, contract specifications must be clear to the local board, contractor, validator, and any oversight body especially about the outcomes that will determine the PFP payment.
· Typical of all executed contracts, the PFP contract must clearly specify the period of performance, standard terms and conditions as required by state, local and federal entities and signed by those authorized to do so.
· Note, that cost-plus-a-percentage-of-costs contracts are prohibited for PFP contract strategies.
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It is during Step 4 that the PFP contract is executed, and the services are delivered. The local area and/or the contractor work to recruit the targeted population and the required services are delivered. PFP contract strategies must be used to provide Adult and Dislocated Worker training services and/or Youth activities.
· For Adult and Dislocated Worker contract strategies, services listed in WIOA include occupational skills training, on-the-job training, incumbent worker training, cooperative education, private sector training, skill upgrading and retraining, entrepreneurial training, transitional jobs, job readiness training, adult education and literacy activities, and customized training.
· For Youth strategies, services and activities listed in WIOA include any of the 14 program elements. 
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Step 5 deals with validation and begins with performance data being reported as outlined in the PFP contract.
After submission, all performance data requires validation by an entity independent of the contract and prior to any payment.  The validation must be based on reliable and verified data. 
If the contract strategy includes performance indicators that are in addition to the WIOA primary indicators of performance, validation of these additional indicators must also occur prior to payment.
If there’s a PFP contract in a state, the state is required to conduct an evaluation. The state may either conduct its own evaluation or solicit an evaluator. The evaluation examines the design and results of the PFP contract execution and be in compliance of WIOA provisions.
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The final step, Step 6, is payment for the PFP contract. 
Reiterated throughout the TEGL is the point that payment can only be made when the contractor has met or exceeded all contractually-specified performance outcomes for WIOA indicators and additional identified performance outcomes. 
Bonuses are paid if they are negotiated in advance as a contract element for some or all of the performance indicators that exceed performance targets.
Contract strategies have the flexibility to design payment amounts for each performance outcome across all the applicable WIOA performance indicators, but ETA encourages the use of higher payments for those performance indicators that the local WIOA area believes are more difficult to meet. Contract strategies can also include a scale of payments - so for example, so it can put in the contract that the provider will receive a certain payout amount for one level of performance and then a higher payout amount for higher levels of performance
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Hopefully, this review of TEGL 8-20 has provided you with a bit more information about the opportunities and processes of implementing Pay for Performance. We encourage you to learn more by reviewing the three attachments listed on this slide. And for additional questions, please direct all inquiries to your ETA Regional Office.
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And thank you for joining us on today’s PFP webcast. 

