APPENDIX: DETAILED EXPLANATION
OF EVALUATION AND SCORING

THE PURPOSE OF this assessment is not to evaluate or make judgments about the quality of actual results the
agencies produced. Rather, our goal is simply to ascertain how well the agencies’ reports disclose to the public
the outcomes the agencies produce so that policy makers and citizens may make informed judgments about
the agencies’ results. We review the reports solely from this perspective and not as accountants, government
insiders, or experts on the functions of particular agencies.

TARGET AUDIENCE: THE GENERAL PUBLIC

A PERFORMANCE REPORT necessarily addresses different audiences. Some are “stakeholders” with expertise in
the agency’s work, who seek an extensive level of understanding about the agency’s performance and may be
willing to plow through a lengthy, detailed, and technical report to get it. Others may be government insiders
who know how to ferret out information that may be tucked away in congressional budget justifications or
other esoteric documents.

From our perspective, though, the most important stakeholders are the ordinary citizens who pay the bills and
deserve to know what the agency accomplished. A report will not do well in our evaluation if it does not do a
good job of informing the average citizen, even if it is informative for experts, insiders, or others who have more
specialized knowledge. Of course, we do not expect tens of millions of fellow citizens to rush to agency Web
pages to read these reports. Journalists, bloggers, and other writers can also play an important role in making
agency results more widely accessible to the public. But like the general public, these readers are not agency
insiders. The information should be accessible and understandable for those who wish to examine it.

Reports that score high on our evaluation effectively communicate important performance results in a way that
lay readers—ordinary citizens and taxpayers—can understand. This key trait is relevant to most categories in
our Scorecard, and the best reports tend to score well across the board. Reports that consistently score low do
little to inform ordinary members of the public about important outcomes. Reports ranking in the middle may
serve some audiences well but could do a better job of demonstrating the agency’s value to ordinary citizens.

Specifically, in order to rank highly in this Scorecard, a report must do the following:

* use clear, concise presentation formats and language throughout that a lay person can follow
and understand

e presentaset of performance metrics that capture important public outcomes that a lay reader
can relate to and appreciate

* reinforce these performance metrics with clear narratives illustrating public benefits that flow
from the agency’s work

e enable the lay reader to readily grasp and assess progress toward outcomes
e match outcomes with costs, so decision makers and stakeholders can assess tradeoffs

e provide confidence that the agency has adopted challenging measures, forthrightly acknowl-
edge performance shortfalls, and take steps to correct them

e provide confidence that the agency serves as a good steward of taxpayer resources by taking
effective steps to resolve major management challenges




Our research team used 12 evaluation factors grouped under three general categories of transparency, public
benefits, and leadership:

1. Does the agency disclose its accomplishments in a transparent (easily understood) fashion?

2. Does the report focus on disclosing the tangible public benefits (valued results) the agency pro-
duced?

3. Does the report show evidence of forward-looking leadership (guidance) that uses perfor-
mance information to devise strategies for improvement?

TRANSPARENCY

REPORTS SHOULD BE accessible, readable, and useable by a wide variety of audiences, including Congress, the
administration, the public, news media, and other stakeholders. If a report fails to disclose significant achieve-
ments and problems to stakeholders, benefits or failures arising from agency activities will remain secret to all
but a few insiders, and citizens will have no real opportunity to indicate their approval or disapproval.

PUBLIC BENEFITS

AN AGENCY’S VALUE to the public becomes clear only when its goals and measures are expressed in terms of the
benefit produced or harm avoided for a particular set of clients or the public at large. To demonstrate openly
how agency activities produce meaningful results for the community, reports should focus on “outcomes”
(i.e., tangible benefits that matter in the lives of citizens) rather than on programs or activities as such. The
reports should also clearly present the costs of achieving those results. These costs include both the agency’s
expenditures and other costs borne by the public at large. For regulatory agencies, much of this information
should come from rigorous retrospective analysis of the actual effects of regulation, analogous to the informa-
tion they are supposed to produce when conducting a Regulatory Impact Analysis prior to issuing a regulation.
The ultimate objective of such reporting is to match outcomes with costs so that policy makers and the public
understand what citizens are paying to achieve various outcomes. Goals and measures that merely document
agency activities, such as counts of checks processed or number of people enrolled in a program, assume that
such activities automatically provide public benefits. Such an assumption can be incorrect for a wide variety of
reasons. An agency report must highlight achievement of results; otherwise, it will not inform the public of the
success or failure of its programs. Budget decisions that rely on flawed information will fail to reflect realistic
assessments of what agencies can accomplish with appropriations.

FORWARD-LOOKING LEADERSHIP

AGENCIES SHOULD USE the performance information produced by their organizations to identify solutions to
problems and to change future plans accordingly. The report should inspire confidence in an agency’s ability
to enhance citizens’ quality of life commensurate with the resources they have entrusted to the agency. Among
the factors that give such confidence is tangible evidence that the agency is using performance and financial
data to improve management of its programs.



EVALUATING REPORTS UNDER THE PILOT FORMAT

AGAIN IN FISCAL year 2008, OMB allowed agencies to use an alternative reporting format under a pilot pro-
gram. Instead of producing a performance and accountability report that combines performance and financial
information, agencies had the option of publishing detailed performance information along with their congres-
sional budget justifications, producing a separate financial report, and producing a shorter “citizens’ report”
intended to summarize both the performance and financial results. Nine agencies opted for the pilot approach.
Agencies producing traditional performance and accountability reports were also urged to produce a summary
citizens’ report; 11 did so.

The research team evaluated the pilot reports for fiscal year 2008 the same way it evaluated them for fiscal
year 2007. We started with the premise that our evaluation is intended to gauge the usefulness of these reports
to the general public. The pilot format does not in any way absolve agencies of the responsibility to produce
meaningful information for the public.

For agencies participating in the pilot program, the citizens’ report is the primary document available and
accessible to the public that explains performance and financial information. We recognized, however, that
the citizens’ report might not contain as much detailed information as a traditional performance and account-
ability report. Therefore, for pilot agencies, we included information from other documents if the citizens’
report clearly indicated where and how the reader could find this information and presented it in an accessible
and understandable form.

We treated the citizens’ report differently for agencies that produced traditional performance and accountabil-
ity reports. For those agencies, the performance and accountability report should still be the primary means of
communication with the public. After evaluating this report, we then examined the agency’s citizens’ report to
see if anything in that document merited a higher score. The principal way a citizens’ report might supplement
atraditional performance and accountability report would be by improving readability. In fact, several agencies
did receive extra points on our readability criterion due to the quality of their citizens’ reports.

WHAT DID THE AGENCIES KNOW, AND WHEN DID THEY KNOW IT?

AS IN PAST years, the Mercatus Center notified federal agencies of the deadlines we would follow in evaluating
the reports and the evaluation criteria we would employ.

For fiscal year 2008, the Office of Management and Budget required agencies (except those participating in the
pilot for alternative performance reporting) to submit their reports to the president and Congress by November
17—approximately six weeks after the fiscal year ended. OMB required those agencies participating in the pilot
program to release their citizens’ report (the primary document the Mercatus research team evaluated for
agencies opting into the pilot) by January 15, 2009.%%

In early October, the Mercatus Center notified each agency’s chief financial officer via letter (and other indi-
viduals listed as agency contacts by e-mail) that the Mercatus research team would regard a report as timely

28. See OMB Circular A-11, part 6, section 200, for these deadlines.



if it was posted on the Web by December 1 (for PAR
agencies) or January 19 (for pilot agencies).

The October letter included an explanation of our
evaluation process and criteria. It also referred
agencies to a May 22, 2007 memo, detailing what the
Mercatus research team would be looking for when
reviewing citizens’ reports. Finally, the letter invited
agency personnel to contact Mercatus Center staff
with questions or comments about the criteria and
the project, and many did so. Thus, agencies had
ample notice about the criteria and deadlines.

SCORING STANDARDS

EACH REPORT HAD the opportunity to earn up to 20
points in each of the three categories, for a maxi-
mum score of 60 points. Each category included
four equally weighted evaluation factors, and scores
of 1 through 5 (from poor to excellent) were award-
ed on each evaluation factor. Thus, an agency could
achieve a minimum score of 12 merely by producing
areport.

THE 5-POINT SCALE

THE 5-POINT rating scale for individual factors is
intended to identify distinct levels of quality. The
research team used the accompanying table to
guide its scoring. A report that adequately meets all
requirements would receive the middle score of 3
on each factor, resulting in a total score of 36. A 2
indicates that the report accomplishes some but not
all of the objectives under a given criterion. A 1indi-
cates failure to provide much relevant information.
A 4 indicates unusually good practices that are better
than most, and a 5 indicates an especially superior
presentation.

Even when a report receives a 5 on a particular
criterion, that does not mean there is no room for
improvement. A 5 indicates a potential best prac-
tice, but best practices should not be confused with
perfection. We expect agency reporting practices to
improve continually over time, and one of the goals
of this Scorecard is to aid in the diffusion of best prac-

WHAT DO THE SCORES MEAN?

5—OUTSTANDING
e Greatly exceeds expectations
e Opens anew field of information

e  Setsastandard for a best practice

4—VERY GOOD
e Exceeds expectations

e Has the potential to become a
best practice

e Shows innovation and creativity

e  Better than most

3—SATISFACTORY
e Meets expectations in all aspects

e Adequate, but does not exceed
expectations

2—UNSATISFACTORY
e  TFails to meet expectations

e May be adequate in some
respects, but not all

e Produces partial information

e Does not fully disclose

1—INADEQUATE
e  Fails to meet expectations

e Does not meet standards for
adequate disclosure

e Shows no process or plans to
overcome problems

e Omits critical information




tices across agencies. Therefore, a practice that earned a 5 this year may only deserve a 4 or 3 in future years as
it becomes standard for most agencies and new best practices emerge.

WEIGHTING THE EVALUATION FACTORS

TO REPORT THE results of this study as transparently as possible, the researchers weighted the evaluation
factors equally in calculating each agency’s total score and rankings. Since the summary table reports scores
for all three evaluation categories separately (transparency, public benefits, and forward-looking leadership),
readers who believe that one factor is more important than an other can apply whatever weights they wish to
the separate scores and recalculate rankings accordingly.

In addition, in the interest of transparency, all reports were evaluated against a common scale even though dif-
ferent agency missions may make it inherently more difficult to develop results-oriented goals and measures or
collect appropriate data. For example, agencies that provide directly measurable services, such as the General
Services Administration and the Department of Veterans Affairs, might find it easier to identify and quantify
their contributions than an agency like the State Department or the National Science Foundation, whose results
are less tangible. In reality, some agencies that seem to provide few services directly to members of the public
have often produced highly ranked reports, and some that arguably have a more direct effect on citizens’ well-
being have produced poorly ranked reports.

INTERPRETING OUR FINDINGS

IT 1S IMPORTANT to emphasize that our research team evaluated only the quality of reporting, not the quality of
results. Therefore, it would be a mistake to conclude that the agencies with the highest-scoring reports neces-
sarily produced the most or best results for the country. In fact, an agency can score well if it is performing
poorly but reporting transparently. A high-scoring report reflects an agency’s ability to explain its results in
understandable and meaningful terms Americans can appreciate.

Similarly, it would also be inappropriate to draw policy conclusions from our analysis. We offer no recommen-
dations on whether the federal government should or should not be engaged in its current menu of activities.

So what do the findings in this study really mean? By assessing the quality of agency reports, we are trying to
evaluate whether the agencies are supplying the cost and performance information that the public needs to
understand the agencies’ work.

An additional word on information quality is also in order. Our researchers assessed the quality of each report’s
disclosure of data verification and validation procedures. However, in the interest of producing a timely study,
we did not independently verify the performance information cited in each agency’s report. The reports them-
selves should inspire confidence by indicating how data are verified and validated.

OUR CONSISTENCY CHECK

THE MERCATUS RESEARCH team employed the same criteria to assess the fiscal 2008 agency reports that we
used to evaluate prior-year reports. However, generally in each succeeding year, we have tightened our evalu-
ation standards for two reasons. One, the highest possible quality that can be achieved is unlimited because
creative innovators can always find ways to improve reporting practices and set new standards. Two, each



year gives agencies an opportunity to learn from each other’s best practices. If we did not continually raise our
expectations, most reports could eventually receive mostly 5s. This Scorecard would then convey little infor-
mation about the quality of different agencies’ reports, and it would give little recognition or credit to those
agencies that continue to raise the bar for quality reporting.

For these reasons, an agency had to improve the absolute quality of its fiscal year 2008 report in order to receive
the same numeric score it received for its fiscal year 2007 report. That said, there were few new best practices
in fiscal year 2008, so the standards did not change a great deal. Nevertheless, if an agency receives a higher
score, that score is a reliable indicator that the quality of its report has indeed improved.

Several factors help ensure that the scoring criteria are applied consistently from year to year. Two members
of the Mercatus Center research team that evaluated the reports—Henry Wray and Valerie Richardson—have
done so for the past six years. Patricia Kelley, who joined the research team in fiscal year 2007, has been on the
advisory panel to the Scorecard project since 2002. Next, the team cross-checked the 2008 evaluations against
the previous year’s in several ways. For each report, the research team generated an extensive set of notes docu-
menting the reasons for each preliminary score on each criterion. The head of the research team then reviewed
this documentation for both the fiscal year 2008 and fiscal year 2007 reports to ensure that any scoring differ-
ences across years were justified by differences in the actual content of the reports. The team then discussed
instances in which proposed scores differed substantially from the previous year’s scores.

Finally, for each report, a member of our outside advisory panel with extensive experience in performance
reporting reviewed the report, scoring, and documentation. Some scores were modified when the advisor
reached different conclusions from the research team and offered persuasive reasons for the difference. Final
scores thus reflect a careful review to ensure that the results of the scoring process are consistent with the goal
of raising standards.
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