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What Is Procurement for Performance

CONNECTING YOUTH DEVELOPMENT,WIA PERFORMANCE, AND CONTRACTING
WIA youth programs are intended to provide the support that young people need to prepare for future success in
education and employment. Programs that put into practice effective youth development principles will contribute
to the achievement of local and state WIA performance goals as well as meet the needs of the youth they serve.
By developing contracts that focus on youth development-driven results, local areas are more likely to achieve

local WIA performance targets.
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2: Contracting?

THE CONTRACTING PROCESS AND A FOCUS ON PERFORMANCE
Each step of the contracting process relates to performance.The following table outlines the

contracting activities addressed in this module and their relationship to performance.

Determining appropriate Develop detailed statement of Part I
contract type work that clearly expresses
performance expectations

Select contract type likely to
inspire effective performance

Developing * Connect statement of work Part IlI
performance measures to relevant outcomes

Identify how contractor
performance will be evaluated
appropriately and fairly

Contracting for Ensure that youth continue Part IV
follow-up services success after exit; gather

accurate post-exit data

for reporting

This is not an exhaustive list of contracting activities. For information on screening and selection of providers, see Procurement for Performance 1: Request for Proposadls.
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In recent years, government funding has shifted from regulatory or compliance-based contracting to performance-

based contracting. In this new environment, state and local WIA agencies are evaluated on whether contractors

produce results (a performance model), not on whether contractors meet the formal qualifications, complete

all the paperwork, or employ approved technologies (a regulatory model). The differences in these models are

illustrated in the following chart:

Pay for inputs, processes, and technologies
Adversarial relationships

Regulations drive behavior

High certainty (vendor knows exactly what it must

do to fulfill the conditions of the contract)

Low responsibility (if vendor complied with all
regulations of the contract)

Pay for results (achievement of performance measures)
Cooperative relationships

Results (performance measures) drive behavior

Low certainty (producing any kind of real,

human result is inevitably more complex than

fulfilling the rules of a contract)

High responsibility (vendor commits to achieving
a very specific result)

Source: Behn and Kant 1999

While it is reasonable for government agencies to pay only for results, people and their individual aspirations,

attitudes, abilities, and circumstances are involved. Therefore, contracting to purchase human services (and

ultimately to achieve the public purposes underlying the WIA legislation) is inherently complex.WIA administrators

must be careful to address the unpredictable human element in designing procurement and contracting processes

that focus on performance.
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Choosing a Contract Type

WIA does not specify the type of contract that should be used for youth programs;
however, the most commonly used types are cost reimbursement contracts and
performance-based contracts (PBCs) or hybrids of the two. Regardless of the type
of youth services contract used, both provider and funder assume a certain amount
of financial risk. Effective contracting for youth services
strikes an acceptable balance of risk for both

parties, while focusing on program results.
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COST REIMBURSEMENT

Cost reimbursement contracts ask funder to pay for quantity of work with limited checks on quality.

Provides for payment of allowable and Obligates the funder to reimburse all
reasonable costs incurred by the provider allowable costs regardless of the effectiveness
Focuses on what services will be provided of services or products provided

rather than the impact of those services Funder risks paying for services that do not
Allows providers to begin services without meet expected performance standards

assuming the burden of start-up costs

ﬁ
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PERFORMANCE-BASED

Performanced-based contracts ask providers to assume the financial risk of providing services

with no guarantee of cost recovery if performance measures are not met.

Requires the provider to make large up-front
investments for program start-ups. Youth-serving

organizations are typically small non-profits with

out the cash flow to operate in this environment.

If performance measures are inappropriate,
providers may be held accountable for results
that cannot be achieved due to factors beyond

provider control (e.g., economic down-turn)

Provides for payment to providers as they
accomplish the specified results and withholds
payment until and unless results are achieved
Focuses on outcomes (what change occurs as
result of services) rather than processes (what
services are provided) used to achieve them
Describes desired results and leaves it up to
provider to determine how to meet the objectives
Includes a plan for how performance will be
measured against standards

Includes positive and negative incentives tied

to achievement of outcomes

Procurement for Performance 2: Contracting
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Cost reimbursement

Performance-based

Hybrid contracting

HYBRID CONTRACTING
Hybrid contracts allow some provider costs to be reimbursed while allowing funder

to withhold a percentage of funds until performance measures are reached.

Funder and Provider Advantages in Hybrid Contracting

Allows funder to hold provider accountable for program results KEYTO SUCCESS

Performance measures

must be clear, fair and
Limits financial risk while enabling provider to focus on

measurable within the
results-driven programs

contract time period.

Allows provider to be creative and innovative in achieving
results
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Properly executed hybrid contracts combine the best features of cost reimbursement and performance-based
approaches while eliminating some of the drawbacks. Hybrid contracts give the funder leverage to ensure
performance by decreasing reimbursement of allowable costs and increasing payments for demonstrated results.
This shifts the focus from “was the service delivered?’ to “how effective was the service?” For the provider,

hybrid contracts limit financial risk, while bringing performance and outcomes to the front of provider activities.
THREE WAYS TO DESIGN HYBRID CONTRACTS

o Most contract activities are cost reimbursed and a small percentage are

performance based, with or without incentives and sanctions.

90% of cost via a cost reimbursement contract with 10% of cost earned by meeting performance

measures and another 10% (incentive) earned if the provider exceeded the performance levels.

85% cost reimbursed, 15% based on performance on the following measures: wage progression for older youth,

retention in a program leading to credential attainment for older youth, and retention for younger youth.

Source: Callahan Consultants n.d.

Procurement for Performance 2: Contracting | 9



e Part of the payment is based on a range of performance levels with

payments made at different points during the contract period.

80% on a cost reimbursement basis, 20% based on performance, plus incentives valued at no

more than 10% of the contract amount. Both performance payments and incentive payments

are paid using the following guidelines:

Younger Youth Performance
Payment Benchmarks:
< 8% of the per participant cost will be paid upon
documented attainment of all of the participants’
skill attainment goals.
< 6% upon documented attainment of
school retention
< 6% upon documented attainment

of activity retention

Older Youth Performance
Payment Benchmarks
< 2% upon documented attainment of all of the
participants’ skill attainment goals
< 6% upon documented attainment of initial
employment or additional education
< 6% upon documented attainment of 6 months

retention in employment or education

Source: County of Delaware Workforce Investment Board 2003

Performance Measure Percentage
Paid

Enrollment 15%
Mid-completion of classroom training and paid work experience 15%
Completion of classroom training and paid work experience 15%
Full-time job placement 20%
Four-month job retention 25%
Seven-month job retention 10%
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o A percentage of payments is withheld until satisfactory progress is made.

Providers are given cost reimbursement contracts, but are also required to meet local and state

performance standards on a quarterly basis. If the standards are not met quarterly, 10% of the invoiced

amount is held back but may be recovered if the provider’s performance improves in the next quarter.

Source: Berkeley Policy Associates 2003

Some costs paid but a percentage (minimum 20%) withheld until negotiated outcomes are demonstrated.

Proposer may suggest hold-back percentage and applicable hold-back outcomes. All outcomes must be

measurable, responsive to WIA standards, and independently verifiable.

Source: Heartland Workforce Investment Board 2003

TIPS FOR DEVELOPING EFFECTIVE HYBRID CONTRACTS

Take into account
provider’s ability to cover
up-front costs and
structure contract to
balance financial risk and
required results

Link payments/incentives

to the achievement
of quality-related
performance measures
(e.g., quality of jobs over
number of placements)

Augment performance

measures with innovative
incentives; e.g., placing
individuals in jobs that
make a certain amount

above the minimum wage

Sources: Behn and Kant 1999; City of Los
Angeles 2002-2003; Martinson and Holcomb
2002; Novak et dl. n.d.; Vinson 1999
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Developing Interim Performance M

UNDERSTANDING INTERIM MEASURES

In order to monitor the performance of individual programs, contracts should specify

interim measures to help track the program's progress toward its ultimate outcomes.

Interim measures are measurable objectives that illustrate progress toward a goal.

Interim measures can be used as indicators of the likelihood of longer-term program success.

When developing interim measures for monitoring contracts and program performance,

four types of outcomes must be considered.

System or
community-wide

change that occurs after
substantial, coordinated
programming

After 6-10 years

*reduced unemployment,
higher-skilled workforce
eincrease in availability
of higher-paying jobs
eincrease in standard
of living

Not appropriate for
contract performance
measurement
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Changes that occur for
individual participants
after exit from programs

After 1-5 years

* entering employment

*retention in
employment

*entering postsecondary
education or training

*increase in wages

Not appropriate for
contract performance
measurement

Changes that occur for
individual participants
during the program or
immediately upon
conclusion of program
activities

End of contract period

e attainment of
specific skills
*measurable increase in
literacy or numeracy
eattainment of a degree,
diploma, or certificate

Appropriate for setting
performance measures
for performance-based
contracting

Evidence that service
has been provided

During contract period

*number of youth served
*frequency of services
*number of classes held
*materials produced
or provided
s total service delivery
hours

Appropriate for
monitoring during
contract period and
for pay points for
performance-based
contracting



>asures

Measure outcomes that can be attributed to the services provided
Measure outcomes that can be achieved during the contract period

Provide useful data about program performance

To develop interim measures, begin with the ultimate objective or long-term outcome. Long-term outcomes are
usually broad, system-wide changes in overall conditions or policy that are expected to result from several years

of coordinated programming rather than a single service or program.

Long-term outcomes should be identified prior to issuing requests for proposals to procure youth services.
For more information on identifying long-term outcomes, see Procurement for Performance 1: Requests for

Proposals.

Intermediate outcomes are specific changes that are predicted to result from |-5 years of coordinated
programming and are not necessarily attributed to the effects of a single service or program. Intermediate
outcomes measure the impact of services and programs on individuals rather than on an entire community or
organization. Intermediate outcomes can help local areas track their progress toward achieving their long-term

goals, and program providers should be required to report data needed for monitoring that progress.

However, because they measure results that occur after multiple years of program participation during which
participants may receive a number of services or measure outcomes that occur after participants have exited

programs, they are not appropriate performance measures for |- or 2-year contracts.

Short-term outcomes are the changes in attitudes, behaviors, knowledge, and skills that can be expected to occur
during an individual's participation in a specific program or immediately upon completion of a program or service.
Because they measure the impact of specific programs or services upon individual participants, short-term
measures should be customized for each program. Short-term outcomes are appropriate performance measures

for contracting purposes.
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Outputs demonstrate that services and products have been delivered as well as customer satisfaction with the

effort. Outputs are useful as pay points for performance-based contracts and for monitoring to make sure services

are being provided in the manner for which they were contracted. However, outputs do not necessarily indicate

whether a program or a system is on track to meet outcomes. Outputs indicate whether services have been

provided; they do not measure the effectiveness of services or programs.

Most WIA youth performance measures are exit-based—data are not collected until after the participant has

exited the program.Thus, they track intermediate outcomes, and so are not appropriate for use as measures in

typical performance-based contracting.

Older Youth:
Entered Employment Rate

Older Youth:
Employment Retention Rate

Older Youth:
Earnings Change

Older Youth:
Credential Rate
Younger Youth:

Skill Attainment Rate

Younger Youth:
Diploma Rate

Younger Youth:
Retention Rate
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W IA Youth Performance Measures and Contracting

Yes

Yes

Yes

Yes

Yes

Yes

Intermediate

Intermediate

Intermediate

Intermediate or Short-term (depending
on individual program outcomes)

Short-term

Intermediate or Short-term (depending
on individual program outcomes)

Intermediate

No, if not a specific outcome of an individual
program; Yes, if program specifies attainment
of a credential as a program outcome

Yes

No, if not a specific outcome of an individual
program; Yes, if program specifies attainment
of a secondary school diploma or GED as a
program outcome

No



DEVELOPING INTERIM MEASURES
Since most WIA performance measures are not appropriate for measuring individual youth program success,
interim measures must be developed for each youth program. Short-term outcomes and program outputs are

typically appropriate interim measures.

Examples of Outputs and Short-Term Outcomes as Interim Measures for W IA Youth Services

attendance

course taking

scores on academic tests and occupational
performance assessments

number of 3rd quarter follow-up

interviews completed

number of youth who have received at least
one post-exit service

transportation and child care needs addressed
completion of specific units: e.g., job search
seminar, X hours of tutoring, money management,

updated resume

substantial learning gain, such as grade

level improvement

improvement in at least two state standards
competencies in each year of program involvement
completion of at least one major project
demonstrating progress toward or acquisition

of basic skills and work-readiness skills per
program year

reduction in the dropout rate among alternative

education enrollees

number of appropriate interviews

completion of job shadowing experiences
number of hours of mentoring activities
number of supportive services provided
number of community service hours or
projects completed

number of youth eligible to vote who register
training progress reports

counseling progress reports

existence, completeness, appropriateness,

and relevance of career plan

for youth without a GED or high school diploma,
completion of an official GED practice test with a
minimum score of 45

for youth with a high school diploma credit
deficiency as identified by the school, completion
of a specified number of credits toward earning a
high school diploma

high school grade-level promotion

competencies in specific subject areas

30-day retention (or other interval)

improved attitudes toward reading

increased attendance

Sources: Boston Redevelopment Authority n.d.; Jackson and Slanker 2004; Picone and Hebert 2004; Texas Workforce Commission 2003a; U.S. Congress 1995; U.S. Department of Labor 2002
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Follow-up services, a required element for WIA youth programs, support and
help ensure the long-term success of WIA programs and participants. WIA

requires that follow-up services be provided to all youth participants for no

less than 12 months after exit.

Follow-up services are intended to
support a young person in the transition
to self-sufficiency. The barriers youth
must navigate on the road to
independence vary greatly by individual.
As a result, plans to deliver follow-up
services should be designed to address
the specific barriers to education and
employment faced by each individual
youth and be included in each youth's

Individual Service Strategy (ISS).
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CONNECTING FOLLOW-UP SERVICES AND PERFORMANCE

Follow-up services are directly connected to successful WIA program performance:
* Effective follow-up services support youths’ continued success after program completion. Youth who remain

and feel supported are more likely to remain employed, earn credentials, and/or increase earnings.

* Effective follow-up services help to ensure that local areas meet performance measures. Since nearly all of
the performance measures take place after the youth exits the WIA program, follow-up services have a direct
impact on most performance measures. Follow-up services are essential for capturing information needed

for performance reporting.

The table shows the relationship between effective follow-up services and performance measures. For specific

information on effective principles and practices of follow-up, see Focused Futures: Program Design for

Performance.

OY: Entered Employment No Impact
OY: Employment Retention Direct Impact
OY: Earnings Change Direct Impact
OY: Credential Direct Impact
YY: Skill Attainment No Impact
YY: HS Diploma/GED Indirect Impact*
YY: Retention Direct Impact
Placement Direct Impact
Literacy and Numeracy Gains No Impact
Degree or Certification Direct Impact

*May have an impact on diploma/GED measure if the youth has not earned either at exit, is not enrolled in secondary education at exit,
but completes either a diploma or GED by the end of the first quarter after exit.
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CONTRACTING OPTIONS FOR FOLLOW-UP SERVICES

Contract specifically for follow-up services
* Issue two |-year contracts to the same service provider; the first contract provides one or more of the
10 program elements and the second provides follow-up services to those youth who exited during the

prior year’s training contract.

* Issue a follow-up services contract to a separate service provider.A challenge of this method is that it can
disrupt the continuity of services for youth. Include in the youth services RFP the expectation that service
providers will work collaboratively with the follow-up provider’s case managers to maintain a continuum of

service. Require a plan for making sure this happens.

Contract for follow-up as a separate line in the budget
* Allocate a specific dollar amount per participant to each youth provider contract for reimbursement of expenses
for follow-up services. Create pay points for specific follow-up activities and place monetary values on each.

Increasing the values over time creates an incentive for completing effective follow-up services. For example:

Reimbursements are made when: Reimbursement Amount

The participant creates follow-up plan and completes exit interview $50
The participant is exited and the Ist Quarter follow-up is completed and reported $150
The participant’s 2nd Quarter follow-up is completed and reported $300
The participant’s 3rd Quarter follow-up is completed and reported $500
Total possible reimbursement for follow-up per participant $1,000

See Procurement for Performance Part 1: Request for Proposdls for ideas and examples of effective follow-up for quarters 1-3.

Issue multiyear contracts that m ake follow-up services a program benchmark
with a separate payment point
* Reserve a percentage of contract monies to be paid on completion of the case manager’s reports on

follow-up services provided to each participant during the 12 months after exit.
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FOLLOW-UP CONTRACTING DO’S AND DON’TS

contract for follow-up services

require a follow-up services plan for

each participant

provide incentives for service providers
to conduct follow-up services

tie dollars/reimbursements to tracking
and reporting of follow-up services
require providers to track and report

follow-up activities
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Tools to Develop Interim Measures

CONTRACTING FOR PERFORMANCE: GOAL-SETTING FOR CONTRACTS

This worksheet has three pages.The first is for overall program information. The second page is a planning tool for
setting contract performance goals. The third page can be used to develop contract pay points. A separate set of
worksheets for each program element provided should be completed. Service providers who provide more than

one program element will have a set of worksheets for each element.

Program Name

Service Provider Number of Youth Served Description of Population Served
oY
YY
PROGRAM ELEMENTS PROVIDED CURRENT PERFORMANCE MEASWRES ADDRESSED
[ Tutoring, study skills, [JSummer employment [JOY: EER OYY: . ill Attainment
dropout prevention linked to academic/
occupational skills OOY: ERR OYY: D 'oma/GED
[J Alternative education
[0 Comprehensive guidance Oor: EC OYY: Rel tion
[ Occupational and counseling
skills training [0 OY: Credential

[JSupportive services

[ Work experience
—Paid [ Leadership development
— Unpaid COMMON MEASURES ADDRESSED -
[ Follow-up activities
[ Adule mentoring (required) [J Attainment of a Degree or Certificate
[ Placement in Education or Employment

[ Literacy/Numeracy Gains
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SHORT-TERM OUTCOMES: GOALS FOR PROGRAM PERFORMANCE

44
What changes can you expect to see in individual participants at the end of the program? I
What will
Increase?
Decrease?!

Stay the same?

Is this change significant and beneficial to the individual participant?

How will this change be measured?

What percentage of youth participants can reasonably be expected
to achieve this goal?

What level of achievement is expected from youth who do not meet the program goal?
Can the remaining percentage of youth reasonably be expected to meet this level of achievement?

If not, what level of achievement is expected
from the remaining percentage of youth?

OUTPUTS: EVIDENCE OF SERVICE FOR PAY POINTS

What activities will the program deliver?

How many times?/
What? To whom? How often?

First quarter

Second quarter

Third quarter

Fourth quarter
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Program Name

Service Provider

PROGRAM ELEMENTS PROVIDED

[ Tutoring, study skills,
dropout prevention

[ Alternative education

[ Occupational
skills training

[ Work experience
— Paid
—— Unpaid

[ Adult mentoring

Number of Youth Served
oYy
YY

Description of Population Served

[JSummer employment
linked to academic/
occupational skills

[ Comprehensive guidance
and counseling

[ Supportive services
[ Leadership development

O Follow-up activities
(required)

CURRENT PERFORMANCE MEASURES ADDRESSED

[JOY: EER
[JOY: ERR
dov: EC

[0 OY: Credential

COMMON MEASURES ADDRESSED

[ Attainment of a Degree or Certificate
[ Placement in Education or Employment

[ Literacy/Numeracy Gains

OYY: Skill Attainment
OYY: Diploma/GED

YY: Retention

SHORT-TERM OUTCOMES: GOALS FOR PROGRAM PERFORMANCE

What changes can you expect to see in individual participants at the end of the program?

What will
Increase?
Decrease?

Stay the same?

Is this change significant and beneficial to the individual participant?

How will this change be measured?

What percentage of youth participants can reasonably be expected to achieve this goal?

What level of achievement is expected from youth who do not meet the program goal?
Can the remaining percentage of youth reasonably be expected to meet this level of achievement?

If not, what level of achievement is expected from the remaining percentage of youth?
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OUTPUTS: EVIDENCE OF SERVICE FOR PAY POINTS

What activities will the program deliver?

How many times?/
What? To whom? How often?

First quarter

Second quarter

Third quarter

Fourth quarter
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EFFECTIVE CONTRACTING FOR 12-MONTH FOLLOW-UP SERVICES CHECKLIST

[] Follow-up services have been included in the provider’s contract or

have been contracted to a separate provider

[ A detailed plan for collaboration between providers of program elements and
providers of follow-up services has been developed (if issuing separate contracts

for 10 program elements and follow-up services)

[ A system for tracking individual participants and reporting

follow-up activities is specified

[ Appropriate interim measures have been developed to assess quality

and frequency of follow-up

[ Payment points for effective completion and reporting of follow-up activities

have been developed

[] Payment points are weighted and spaced in a way that is reasonable with

provider resource investment

] Follow-up services have been defined as broadly as possible to allow case

managers to be creative in providing effective, supportive follow-up services

24
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EFFECTIVE CONTRACTING FOR 12-MONTH FOLLOW-UP SERVICES CHECKLIST

[] Follow-up services have been included in the provider’s contract or

have been contracted to a separate provider

[] A detailed plan for collaboration between providers of program elements and
providers of follow-up services has been developed (if issuing separate contracts

for 10 program elements and follow-up services)

[ A system for tracking individual participants and reporting

follow-up activities is specified

[ Appropriate interim measures have been developed to assess quality

and frequency of follow-up

[ Payment points for effective completion and reporting of follow-up activities

have been developed

[] Payment points are weighted and spaced in a way that is reasonable with

provider resource investment

] Follow-up services have been defined as broadly as possible to allow case

managers to be creative in providing effective, supportive follow-up services
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