Appendix A

Using Information on Agencies’ Performance
iIn Evaluating Budget Options

of 1993 (GPRA) seeks to make government

more accountable and to improve the way fed-
eral agencies manage their programs and carry out
their activities. Primarily, the act requires agencies
to plan more effectively and to disclose more infor-
mation about program performance. In 2000, as the
law directed, federal agencies issued their first per-
formance reports.

The Government Performance and Results Act

GPRA states that one intended use of such ma-
terial is to improve decisionmaking about agencies’
funding! With that goal in mind, the Congressional
Budget Office (CBO) reviewed GPRA reports for
information that could help it analyze the various
spending options in this volume and possible new
options. But CBO analysts found little in the reports
to guide the Congress in making choices about spend-
ing. That result is not entirely surprising in light of
the enormous difficulty of measuring, monitoring,
and evaluating how well federal agencies and pro-
grams perform. Nevertheless, the law requires agen-
cies to produce data that focus on results, and agen-
cies are working to improve the way they measure
and assess the effects of their activities. Future re-
ports are likely to contain more information that
would be useful in budgeting exercises such as
CBO's.

1. GPRA also requires the Office of Management and Budget to select
five agencies and consider how their performance and budgeting
might be more closely linked.

The Government Performance
and Results Act

Setting goals and measuring performance can focus
an agency'’s efforts, motivate its employees and man-
agers, offer a basis for holding its employees ac-
countable for how the agency performs, help coordi-
nate activities among its different parts, and signal
weaknesses in its operations. To achieve those ends,
GPRA requires managers to establish goals and ob-
jectives for an agency’s programs and prepare strate-
gic plans for achieving them. It also directs managers
to develop annual performance plans that describe
how they will measure whether the agency has met
its chosen goals and follow-up reports that review the
agency’s successes and failures. Of the goals and
measures of performance used, some must tie directly
to results—they must link what agencies do with the
intended and measurable effects those actions have
on people’s lives.

GPRA is the most recent in a series of large-
scale reforms attempting to improve the management
of federal agencies. Most of those previous efforts,
such as zero-based budgeting, management by objec-
tives, and the program-planning-budgeting system,
are now generally considered failures. In contrast to
earlier reforms, however, GPRA is not exclusively an
initiative within the executive branch but has exten-
sively involved the Congress. It is unique because it
focuses on results and carries the force of law. Given
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its legal foundation, GPRA may prove unique in its
longevity as well, in comparison with past efforts to
improve agencies’ management.

Using Information from
GPRA Reports in Budgeting

In the reports agencies prepared in response to
GPRA, CBO found a range of information that could
contribute to budgeting. Most of the data reported
levels of agencies’ activity or how well activities
were performed. For example, an agency responsible
for public health reported on both the number of out-
breaks of certain illnesses that it investigated and the
number of times it successfully identified the cause
of the outbreak. That kind of information can aid
budgeting by indicating levels of effort and by reas-

suring the Congress that agencies are using resources

as it intended.

Many of the agencies’ reports also focused on
results, as the law requires. Good information on
results helps budgeting by showing what works and
what does not and allows decisionmakers to direct
resources toward the most productive and most effec-
tive uses. By shedding light on the effects of federal
activities, good information also clarifies the likely
consequences of increasing or deceasing spending.

To be most useful for decisions about the bud-
get, including decisions about the options in this vol-
ume, information on results must link an agency’s
actions to those outcomes. But in many cases, results
have multiple causes, some of which may be unre-
lated to the activities of federal programs. (For ex-
ample, reductions in crime may have as much to do
with demographic changes and the strength of the
economy as with the efforts of a federal crime-
prevention program.) Information on results is diffi-
cult to use in weighing budgetary options without
some indication of how the agency'’s efforts contrib-
uted to those outcomes.

Thus, even in instances in which GPRA reports
included information on results, that information was
of limited use to CBO because it did not clearly con-
nect the agency'’s activities to those outcomes. A law

enforcement agency, for example, adopted the goal of
reducing the demand for drugs—clearly a results-
oriented objective. But the agency offered no evi-
dence of how (or even if) such activities as dissemi-
nating information on prevention programs would
help it achieve that goal. Another agency, which had
set a goal of increasing the number of minority-
owned businesses, did not distinguish its contribution
from other significant factors, including greater avail-
ability of investment capital from nonfederal sources.

Isolating and identifying what a federal program
contributes to particular outcomes is no small chal-
lenge. For some activities, the task may be impossi-
ble; for others, rough inferences about cause and ef-
fect may be all that can be done. Without such links,
however, information about performance has limited
uses. Worse, when agencies claim credit for all im-
provements, they misinform decisionmakers and un-
dermine the credibility of their reports.

In analyzing budget options, CBO could have
used information about which programs and policies
failed as well as which succeeded. But agencies ap-
parently, if understandably, were reluctant to report
on and analyze efforts for which they could not claim
success. In some cases, they appeared to define goals
and select measures of performance that guaranteed
success or disguised failure. (One agency, for exam-
ple, defined goals as met if it accomplished the ma-
jority or the most important of the tasks associated
with each objective.) In fact, an effort that fails or
that achieves only some of its goals can produce
valuable information about cause and effect and can
suggest potentially fruitful modifications to policy.
But it can do so only if the agency openly reports its
performance on all desired outcomes.

Discussing the reviews of two programs in more
detall illustrates the difficulties CBO had in trying to
find information on performance in the GPRA reports
that would be useful in budgeting. Material from the
reports on the Department of Education’s (ED’s) new
Class-Size Reduction Program and the Department of
Transportation’s (DOT's) Intelligent Transportation
Systems program is similar to the information in
many of the reports that CBO considered: it lacked
the direct link to results that would have helped ana-
lysts and lawmakers to assess budgetary alternatives.
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Class-Size Reduction

The Class-Size Reduction Program provides grants to
localities to improve students’ performance by reduc-
ing the size of classes in the lower grades and by en-
hancing the quality of teaching. States received their
first grants in 2000; program funding for that year
totaled $1.3 billion.

The initiative has been the focus of a continuing
debate, in large part centering on how class size af-
fects learning. Proponents argue that smaller classes
improve students’ performance. Opponents question
that effect and argue that other strategies, such as
one-on-one tutoring, not only help students perform
better but operate at a fraction of the cost of the
Class-Size Reduction Program. Other research points
to the importance of such factors as parents’ involve-
ment in their children’s education in determining
how well students do in school.

Because the class-size program is new, the sec-
tion in ED’s report covering its performance in 1999
contained little of the information that CBO was
looking for to help it evaluate budget options about
reducing class sizes. The report indicated that the
agency had already begun to examine how smaller
classes affect performance in selected localities. But
whether (or how) future reports would link programs
to results was unclear.

Future reports would be most helpful if they
could:

o Establish clear links between the program and
any changes in how well students performed;

o0 Compare the program’s effects with those of
alternative programs;

o Distinguish teachers who were hired directly as
a result of the program from those who would
have been hired anyway with state and local
funds; and

2. Option 500-03 in this volume would eliminate the grant program.
Chapter 2 discusses class-size reduction in some detail.

0 Assess to what extent school districts retained
teachers who were added as a result of the pro-
gram.

Intelligent Transportation Systems

Intelligent transportation systems (ITS) use new com-
munications and information technology to reduce
traffic congestion and improve safety. Examples of
such systems include electronic toll collection, which
enables users of toll roads to pay without stopping,
and coordinated traffic-signal systems, which can
improve the flow of traffic. Advocates of ITS argue
that it offers a cost-effective alternative to construct-
ing more highways. Opponents question the effec-
tiveness of many ITS approaches.

The Clinton Administration’s budget for 2001
requested $338 million for the federal ITS program,
which provides funding to study and deploy such sys-
tems. That amount is more th&h00 million higher
than the 2000 level; the additional funds are intended
to expand use of ITS in rural areas and in commercial
trucking. Chapter 3 of this volume discusses added
funding for ITS and other transportation programs.

Information on whether the federal ITS program
has helped ease congestion and improve safety would
have been useful in weighing increased spending for
ITS. Instead, the applicable section of DOT's perfor-
mance report focused on integrating federal ITS ef-
forts with those of state and local governments. Scat-
tered references in the report’s appendixes mentioned
reductions in accidents attributable to ITS, but the
report did not document those results and did not
connect federal funding with reduced travel times or
increased safety.

Difficulties in Measuring the
Performance of Federal
Activities

Agencies face substantial challenges in setting goals

and measuring their performance. To begin with,
agreeing on a program’s goals and objectives, as
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GPRA requires, may be difficult. In addition, deci-
sionmakers seldom agree about how to rank those
goals. The Food Stamp program is one example. For
some agency officials and some Members of Con-
gress, the program'’s primary objective is to provide
food and nutrition to the nation’s poor. For others,
its principal aim is to increase the demand for, and
help stabilize the prices of, agricultural products.
Policymakers may also disagree about whether pro-
grams should be concerned primarily with cost or
with the level of service they provide. The inability
to agree on a program'’s priorities makes it difficult to
evaluate performance.

A further challenge to goal setting and measure-
ment is that federal programs vary widely, and thus
the hurdles agencies face in those tasks also vary in
type and difficulty. Grant programs present special
problems because the funded activity is only partly
under federal control. For example, Medicaid allows
the states some flexibility in determining what ser-
vices to provide and who will be eligible for them.
Similarly, the Temporary Assistance for Needy Fami-
lies program waives federal rules for some states to
increase their flexibility in administering their pro-
grams.

Yet even with agreement on goals and objec-
tives, obstacles remain in measuring how well (or if)
agencies achieve theimAs previously described, de-

3. For afurther discussion of hindrances to using and developing per-
formance measures, see Congressional Budget Offging Per-
formance Measures in the Federal Budget Proc€®0 Paper
(July 1993).

vising the measures that would be most helpful in

budgeting—those that capture results—is particularly
challenging. Agencies must also find the resources to
evaluate their activities, a fundamental part of prepar-
ing good performance reports. Producing informa-
tion that can be widely applied in budgeting for and

managing agencies’ activities may take more time.

Finally, agencies face incentives that discourage
them from fully and openly disclosing how well or
how poorly they perform. Federal employees and
managers may prefer to report only favorable results
if they fear that doing otherwise would bring budget
cuts or other undesired consequences. Further, agen-
cies may report in a way that accommodates the in-
terests of some decisionmakers who prefer to receive
only information that supports a particular position
on policy.

GPRA is the law, however, and some agencies
have already made substantial progress in overcom-
ing the difficulties inherent in setting goals and ob-
jectives and developing measures of their perfor-
mance. Many of the limitations CBO found in cur-
rent GPRA reports may simply arise from a lack of
time and experience in meeting the challenges that
the law presents. Planning under way at several
agencies suggests that reporting can be expected to
improve over the long term.



