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TRANSMITTAL # 2
MEMORANDUM

September 16, 2004

TO:

Workforce Development Council

FROM:
Roger B. Madsen, Director

SUBJECT:
Performance Incentive Distribution Policy
ACTION REQUESTED:
Approval of proposed modification to Idaho’s WIA incentive fund policy

BACKGROUND:

The overall performance of WIA programs is measured by a series of 17 performance measures established by the USDOL; these measures, which apply at both the state and local area level in Idaho, are as follows:

Adult
1. Entry into unsubsidized employment 

2. Retention in unsubsidized employment @ six months 

3. Earnings received in unsubsidized employment @ six months 
4. Attainment of a recognized credential relating to achievement of educational skills or occupational skills by participants who enter unsubsidized employment
Dislocated Worker

5. Entry into unsubsidized employment

6. Retention in unsubsidized employment @ six months 

7. Earnings received in unsubsidized employment @ six months relative to earnings of job of dislocation

8. Attainment of a recognized credential relating to achievement of educational skills or occupational skills by participants who enter unsubsidized employment

Youth

Older Youth (aged 19-21)

9. Entry into unsubsidized employment

10. Retention in unsubsidized employment @ six months 

11. Earnings received in unsubsidized employment @ six months 

12. Attainment of a recognized credential relating to achievement of educational skills or occupational skills by participants who enter unsubsidized employment or who enter postsecondary education, advanced training or unsubsidized employment 

Younger Youth (aged 14-18)
13. Attainment of basic skills and, as appropriate, work readiness or occupational skills

14. Attainment of secondary school diplomas and their recognized equivalents

15. Placement and retention in postsecondary education, advanced training, military service, employment, or qualified apprenticeships

Customer Satisfaction

16. Participant customer satisfaction
17. Employer customer satisfaction

State and local area performance on these measures (as well as any others adopted by the Governor of a given state) become the foundation for receipt of incentive funds for program results.  While the USDOL establishes policies regarding each state’s ability to earn federal incentives funds, Governors of each state are responsible for, and have considerable latitude in, establishing performance expectations for the local areas in the state and for developing policy in regards to the award of available state incentive funds.  

At the time WIA was implemented, the Workforce Development Council decided to (a) extend the federal performance measures and benchmarks negotiated for the state as a whole to the six local areas, (b) utilize the same process for determining local eligibility for incentive funds as the USDOL utilizes to determine State eligibility for incentives, and (c) divide available incentive funds equally among eligible regions.  
The policy is as follows:  

A state/region is required to achieve a minimum of 80% of the negotiated benchmarks in each of the 17 performance measures and maintain an aggregate average of 100% on the measures within each program grouping (adult, dislocated worker, youth, and customer satisfaction) in order to be eligible to receive any available state incentive funds.  For example, if a state/region achieved 75% of the benchmark for the Dislocated Worker earnings change measure, or only obtained an aggregate total average of 97% for the entire grouping of Dislocated Worker measures, the state/region would not be eligible to receive incentive funds. 

Incentive funds are divided equally among all local areas that qualify. 

As you may recall, concerns about this policy were raised by one of the regions at the February meeting of the Council.  Specifically, these concerns were that (a) regions could be unduly penalized for isolated problems even when the overall performance was outstanding and (b) when dealing with small numbers of participants, even small variances can disqualify a region from earning incentive funds.  The Council at that time asked state staff to research the performance requirements and develop possible alternatives to the current policy.  

Listed on the following pages are two possible alternatives to the current performance incentive policy for future use.  It is important to remember when establishing this policy that overall state performance is an aggregate of the collective performance of the six regions in the state; it is therefore critical that the state’s policy fairly reward local areas for performance without jeopardizing the state’s ability to meet its performance expectations and earn federal incentive dollars. 

Option 1 – Retain the current policy
This policy is consistent with the federal WIA policy in that states must meet these requirements to be eligible for federal WIA incentive grant awards and to avoid sanctions.  Maintaining this option would ensure that regions work in concert with the state to achieve that goal.  It does not, however, take regional variations in circumstance into account and is less forgiving of specific performance deficiencies at the local level. 

Option 2 – Allocate incentive funds based on meeting 80% of individual performance measures

This formula focuses solely on a region’s achievement in individual performance measures.  Any region achieving a minimum of 80% of the negotiated benchmark on any measure would be eligible for incentive funds.  The incentive pool would be divided into 17 equal portions, each tied to a specific performance measure.  Each region that meets or exceeds 80% of the negotiated benchmark on each measure would divide the pool attached to that measure equally.

This formula recognizes a region’s achievements made in those areas in which they excelled and penalizes a region only for the measure(s) in which they failed to achieve the standard.  Funding is more easily accessible to regions as it is only associated with performance on individual measures but this formula does not assure aggregate good performance in any grouping.  The formula’s structure places the state at risk of failing to meet the federal WIA program grouping requirements if multiple regions perform poorly on the same measures and could ultimately reward isolated areas of performance when overall performance is considered poor.  

Option 3 – Modify the current policy by eliminating the program groupings standard
This allocation method is similar to the manner in which incentive funding was allocated under JTPA.  This option eliminates the program groupings standards of the current policy and, like Option 2, focuses on individual performance measures.  Unlike Option 2, this formula requires an overall demonstration of good performance by stipulating that only those regions achieving a minimum of 80% of the negotiated benchmark on at least 15 of the 17 measures would be eligible for incentive funds.  The incentive pool would be divided into 17 equal portions, each tied to a specific performance measure.  Eligible regions that meet or exceed each measure would divide the pool attached to that measure equally. 

This option helps to ensure that regions are recognized for achievements made in those areas in which they excelled and penalized only for those measures in which they failed to achieve the standard.  It also affords each region increased access to at least some portion of the incentive funds available to that region.  By incentivizing acceptable performance both in the aggregate and on each individual measure, the state’s prospects for meeting federal requirements for program grouping performance would be enhanced; there is, however, still some concern that the state could miss program grouping standards if multiple regions performed poorly on the same measures.

Summary/Recommendation:

Option 1 affords the greatest opportunity for the state to achieve standards by requiring that each region in the state meets the same criteria required of the state.  This option is the least forgiving for local areas that may fail to minimally meet specific standards.  

Option 2 addresses the concerns raised by local boards by rewarding individual successes, but has the lowest probability of encouraging overall good performance.  Further, the risk to the state’s ability to meet federal measures is greatest with this option.

Option 3 addresses the concerns raised by local boards and promotes overall good performance for the individual measures.  While the risk of the state missing performance for a particular grouping exists, this is mitigated somewhat by the requirement that each region perform acceptably on at least 15 of the 17 measures.

Staff recommend that the Council adopt Option 3; this alternative offers greater flexibility locally without seriously compromising the state’s opportunity to achieve its standards.    

Staff will release incentives earned for PY 2003 performance using the formula adopted by the Council.    

Contact:
Primary
Rico Barrera

(208) 332-3570 ext. 3316

Secondary
Cheryl Brush

(208) 332-3570 ext. 3312
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