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SUBJECT: Pay for Performance (PFP) Guidance for WIOA title I, subtitle B

1. Purpose. To provide guidance on PFP for state and local WIOA title I, subtitle B programs
that implement PFP contract strategies.

2. Action Requested. State agencies, state workforce development boards (WDBSs), local
WDBs, and American Job Center (AJC, also called one-stop) partner programs must follow
the requirements in this guidance as they develop policies and procedures related to PFP.

3. Summary and Background.

a) Summary. This U.S. Department of Labor’s (DOL’s) Employment and Training
Administration (ETA) PFP guidance adheres closely to the applicable statutory and
regulatory provisions. PFP is a type of performance contract in which WIOA funds are
paid only after performance occurs and outcomes are validated.

b) Background. PFP contracting strategies seek to maximize the likelihood that the federal
government pays only for demonstrably effective services, and also seeks to secure
performance outcomes at a lower cost than might otherwise occur. WIOA introduced
PFP contract strategies as an optional activity for certain services allowable under WIOA
title 1, subtitle B Adult, Dislocated Worker, and Youth programs.

RESCISSIONS EXPIRATION DATE
None Continuing




4.

5.

6.

PFP evolved from Pay for Success (PFS) projects, which began in the U.S. in 2012. ETA
issued two of the first federal competitive grants to pilot test PFS in 2013. The U.S.
Government Accountability Office (GAO) conducted a major study of PFS including an
examination of several employment projects, which is helpful in understanding some of
the complexities involved in various types of performance based-contracting. PFP
presents an opportunity to only pay for outcomes achieved rather than for services that
may or may not result in positive outcomes. Such an approach can remove unintended
incentives for “creaming,” and explicitly direct payments towards employment success
for disadvantaged populations.

PEP Guidance. See Attachments | and 111 for all PFP guidance.

Inquiries. Please direct questions to the appropriate ETA regional office.
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Attachment I. Pay for Performance Guidance
Attachment Il.  Summary of Selected Major Federal, State, and Local WIOA PFP Roles
Attachment I1l.  Extended Disbursement Account



