Att achnent |

Rel ating the Three Conditions for Revising Levels of
Negoti at ed Performance

Backgr ound

Section 136(b)(3)(A) (vi) of the Wirkforce Investnment Act (WA)
specifies that a Governor may request revisions to state negoti ated
| evel s of performance in the event “unanticipated circunstances
arise in a state resulting in a significant change in the factors”
that include factors described in section 136(b)(3)(A) (iv)(Il) of
the Act. Additionally, 20 CFR 666.130(a) states the change in
factors is to be determned fromwhen the initial plan was submtted
and approved. These factors are wi dely accepted variables known to
i mpact resulting outconmes on one or nore of the 17 WA performance
nmeasures. These factors include differences in econom c conditions,
the characteristics of participants, and the services provided.

There are three conditions for any state workforce agency request
for revisions to state negotiated | evels of performance to be
approved by the ETA Regional Ofice. These conditions are
graphically displayed in a | ogi c nodel bel ow.

Relating the Three Conditions

Condition 1 Condition 2 Condition 3
Unanticipated Demonstrated | Factor(s) Known to Impact
Circumstance | Changein the Performance and Revised

Occurs Factor(s) Levels can be Objectively
Determined
The process for The unanticipated event
requesting revisions to must impact one or The change in the factor(s), in turn,
earlier negotiated levels more of the factors must be related to performance on
of performance is taken into consideration one or more of the measures. The
triggered by an in the earlier degree of the impact on
unanticipated negotiations of performance may be estimated
circumstance. The performance levels. It using historical data.
unanticipated must be reasonable to
circumstance must associate the event with
occur for a request to be a change in the
considered by the factor(s).
Secretary.

Condition 1: Unanticipated Circunstances



Actual performance on the 17 WA title | neasures of performance
vari es above or bel ow expected | evels of performance for a nunber of
reasons. Variations from expected outconmes can also result from
significant changes in factors that are beyond the control of the
state workforce agency. In these situations, state workforce
agenci es shoul d consider submtting requests to revise negoti ated

| evel s of performance inpacted by the significant change in factors.

Vari ations from expected outconmes can occur from significant changes
in adm nistrative practices within the control of the state
wor kf orce agency. Changes in expected perfornmance under these
circunmstances do not nerit revisions to negotiated | evels of
performance. By thenselves, these changes woul d not be considered
the result of “unanticipated circunstances.”

Exanpl es of unantici pated circunstances are |listed below Pl ease
note the list of unanticipated circunstances is not exhaustive and
does not constrain a state workforce agency from docunenting its own
experiences that have pronpted the need to seek a revision

Limtations in the baseline data used to project performance
| evel s for program years 2001 and 2002. The baseline data
used in the initial negotiations of these performance |evels
wer e based on actual and estimted outcones attained by
former JTPA participants. The data sources and collection
net hods nay be very different than those found under WA,
warranti ng possi ble corrections to baseline data.

Changes in the characteristics of program participants, such
as service to hard-to-serve custoner groups, not taken into
account in the earlier negotiation(s) on state | evels of

per f or mance.

Changes in econom ¢ conditions, such as plant closings and
mass | ayof fs.

Changes in econonm ¢ assunptions and outl ooks.

Di sasters, such as floods, earthquakes, hurricanes,
t ornadoes, and acts of war.

Signi ficant changes in federal funds allotted to the state to
i mpl ement W A.

Unantici pated |l egal or |egislative actions that increase the
quality of participant outcones and, as a result, increase



the | evel of effort needed by participants to attain these
outcones. For exanple, a new state |aw may i npose higher
standards for high school graduation. This action would

i ncrease the standard needed to attain a diplom or

equi val ent and coul d decrease the nunbers of graduates.

Condition 2: Denonstrated Change in the Factor(s)

The unantici pated circunstance, by itself, does not provide
sufficient information to justify a revision in state negoti ated

| evel s of performance. There should be sufficient evidence to
denmonstrate change in one or nore factors initially considered when
reachi ng agreenent on the state negotiated | evels of perfornance.
Those factors m ght have been an annual unenploynent rate of 5.4% a
baseline adult entered enpl oynent rate of 72% or 53% of the adult
partici pants denonstrating one or nore significant barriers to
enploynment. It is worthwhile to keep in mnd that an unanti ci pated
ci rcunmstance may i npact performance neasures covering multiple
program years.

Condition 3: Factor(s) Known to Inpact Performance and Revi sed
Level s can be Objectively Determ ned

Because unanti ci pated circunstances are, by definition, outside the
normal operating conditions, there can be no predeterm ned nunerica
gui delines within which negotiated | evels of performance m ght be

revised. However, any justification for revising performance |evels
shoul d be based on generally acceptabl e approaches and data sources.

A Gui del i nes for Approaches and Data Sources

The nmet hods used to determ ne revisions to negotiated |evels
of performance nust:

- Adhere to widely accepted statistical practices, including
predictive or forecasting techni ques where appropri ate.

- Denmpnstrate a reasonabl e cause and effect relationship
bet ween one or nore factors and perfornmance on a neasure.

- Be fair, objective, and yield quantifiable results.

- Support, and not underm ne, state efforts in achieving
conti nuous i nprovenment of workforce investnent activities.

The source data nust be:



- Devel oped by 1) a federal, state or |ocal governnental
agency, or 2) sone other reputable source such as the
state’s MS unit, a university, or a private research
f oundat i on.

- Gathered according to acceptable data collection
t echni ques.

- Conpiled according to wi dely accepted anal ytica
pr ocedur es.

The factors used to determ ne revisions to negotiated |evels
of performance include:

- Differences in econom c conditions.

- The characteristics of participants at the tinme of
regi stration.

- Services to be provided to participants.
B. Using Predictive Statistical Mddels to Estimte Revised Levels

St ate wor kforce agencies may develop their own statistica
forecasting nodels using the multiple regression approach or use one
or nore other statistical nmethods used to predict sel ected outcones.
The nultiple regression statistical nethod is a wi dely used

techni que that determi nes the relationship between a sel ected
performance outcone and nultiple explanatory factors or vari abl es.

Whil e state workforce agencies nay develop their own statistica
nodel s, ETA recogni zes that many states do not have the statistica

expertise or the necessary resources to devel op these nodels. 1In
order to assist in determ ning the degree of relationship between
the factors and each of the performance neasures, ETA will work with

the states to devel op technical guidance and optional predictive
statistical nodels using nultiple regression analysis for use in the
future.

C. Det erm ni ng Revised Performance Levels in the Absence of
Predictive Statistical Mdels

Wil e deriving revised | evels of performance from predictive
statistical nodels is a preferred approach by many state
practitioners, the use of these nobdels nay not be feasible because
of a lack of national or state historical data on WA participants.
This is especially true in the first few years of the operation of a



new program such as those funded under WA. In the absence of
representative state and/or national historical data, the weighted
aver age approach should be used to determ ne revisions to state
negoti ated | evels of performance. The weighted average approach is
described in Attachment I1

D. The I nportance of Negotiation in Revising State Levels of
Per f or mance

Under certain circunstances, the predictive statistical nodels my
yield levels of performance that are unrealistic. Inprecision in

t he nodel s, extrenme factor values, and the occurrence of rare,

i sol at ed econoni ¢ changes (such as those due to natural disasters)
are exanples of conditions that may yield unrealistically high or

| ow | evel s of expected performance. |In these and simlar
situations, the proposed revised |evels of performnce shoul d be
negoti ated between the ETA Regional Ofice and state staff to ensure
reasonabl e and appropriate |levels are set.

The expectation for performance is derived fromstate experience
with simlar unanticipated circunstances or suggested by research
studi es. However, the revised | evel should not be based solely on
past perfornmance or experience under simlar circunstances. The
revised | evel of performance should reflect what is ideally

attai nabl e, given the change in the environnent and any needed
changes to the delivery of services.

Since environnmental conditions are likely to be unique for each
unanticipated circunstance arising in a state, defining an
appropriate performance level will |ikely be sonewhat subjective.

In reaching agreenent on a definition for exenplary perfornmance, the
ETA Regional O fice and state staff should consider the foll ow ng
guesti ons:

VWhat is the unanticipated circunstance?

What are the changes in the factors considered in fornulating
the original state negotiated |evels of performance?

Who are the participants inpacted by the changes in the factors
(i.e., population group)?

What is the estimted performance inpact of the changes in the
factors on the popul ati on group?

What changes can be feasibly made by the state to the design
and delivery of services to address the inpact of the
unanti ci pated circunstance? Wat programmatic changes are



bei ng proposed by the state?

G ven the changes in the factors, what |evel of performance is
estimated to occur...

- W thout changes to the design and delivery of services to the
target group?

- with feasible changes to the design and delivery of services
to address changes in the factors caused by the unanti ci pated
circunstance?

What | evel of performance does the state cite for the bal ance
of exiters not included in the popul ati on groups i npacted by
t he unanticipated circunstance? |Is this |evel different than
the initial state negotiated | evel of performance for the
measure? Why? |Is the |evel reasonable and appropriate?

What | evel of performance does the state suggest as appropriate
for the nmeasure? Wy?

What | evel of performance does the ETA Regional Ofice cite as
i deal |y attainable? Wy?



