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Guided by the General Accounting Office’s (GAO) audits and work done by the OIG, the Department
implemented new policies and procedures for the purpose of reducing the Department’s vulnerability to
future improper use of purchase cards. We issued a revised procedures directive in January 2002, which
provided instructions to cardholders and to Approving Officials who are responsible for reviewing and
approving purchase card transactions. With the Department’s new electronic reconciliation and payment
approval process, the cardholder is required to provide reports to the Approving Official that document
the cardholder’s transaction activity for the billing period along with the hard copy receipts for all
purchases.

The Department completely re-engineered its receipt and inventory functions to increase accountability.
New controls and procedures were implemented to ensure that purchases and inventory are tracked more
carefully and are better controlled.

Impact: Measuring Status

The Department has made substantial progress in this objective, and we are committed to resolving our
remaining fiscal integrity issues.

The Department received an unqualified opinion in the FY 2002 Financial Statement Audit, and the
related Report Card grade will be available in March 2003. We exceeded our target for performance-
based contract actions, and we met our target for closing open audit recommendations.

We were unable to compute erroneous payments or administrative cost per grant transaction. This
resulted in incomplete information for three indicators. These areas require operational definitions to be
vetted within the Department, and consensus has not yet been reached. This will be addressed in the
coming fiscal year.

In March 2002 GAO issued a report about the Department’s financial systems: Education Financial
Management: Weak Internal Controls Led to Instances of Fraud and Other Improper Payments (GAO-
02-406). GAO'’s report, based on data collected in 2000 and 2001, found inconsistent and inadequate
authorization and review processes for purchase cards, which combined with a lack of monitoring meant
that improper purchases were unlikely to be detected. Inadequate control over these expenditures led to
fraudulent, improper, and questionable purchases. Poor internal controls over computers acquired with
purchase cards and third-party drafts led to 241 missing personal computers and other equipment. The
study reported that the Department’s policy changes intended to improve internal controls and program
integrity had not been effectively implemented. Since the GAO report was issued, the Department has
completed corrective actions to close 11 of the 13 recommendations made by GAO.

Improvements: Making Changes

The Department is implementing the President’s Management Agenda to ensure, among other goals, that
our financial systems produce accurate and timely information to support operating, budget, and policy
decisions. We will work with OMB to:

e Improve timeliness by:

» Re-engineering reporting processes and expanding use of Web-based technologies.
» Instituting quarterly financial statements.
> Accelerating end-of-year reporting.

> Measuring systems compliance with agencies’ ability to meet OMB and Treasury
requirements accurately and timely.
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¢ Enhance usefulness by:
> Requiring comparative financial reporting.
» Reporting specific financial performance measurements.
» Integrating financial and performance information.

What are the benefits? The Department will be able to increase the accuracy of payments, reduce errors,
and reduce program costs. Additionally, we will increase our accountability to the American people with
financial systems that routinely produce information that is:

e Timely, to measure and effect performance immediately.
e Useful, to make more informed operational and investing decisions.

e Reliable, to ensure consistent and comparable trend analysis over time and to facilitate better
performance measurement and decision making.

The Department will act on the auditors’ recommendations included in the FY 2002 Financial Statement
Audit.

The Department will determine definitions and devise methodologies and procedures for calculating and
reporting erroneous payments and for the administrative cost per grant transaction so that we can report
on these indicators in future performance reports.

The Department will hire contractors for full-time support of the asset management operation and will
select and purchase a new asset management software/hardware system.

The Department will continue to reduce the number of audit recommendations from prior year financial
statement audits that remain open.
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Indicators for Objective 6.1

Indicator 6.1.1: The achievement of an unqualified audit opinion.

The Department met its target for this indicator.

Fiscal Audit Opinion
Year
Indicator Status Actual Target

1999 Qualified

2000 Qualified

Green 2001 Qualified
2002 Unqualified Unqualified
Source

Independent Auditors’ FY 2002 Financial Statement and Audit Report.

Data Quality

Independent auditors follow professional standards and conduct the audit under the oversight of the
Office of Inspector General. There are no data limitations.

Related Information

The FY 2001 Accountability Report is available at
http://www.ed.gov/offices/OCFO/FY2001AccountabilityRpt.pdf.

Additional Information

The Department continues to implement improvements to financial processes. These improvements will

increase the quality and timeliness of data for decision-making.

An annual audit by an independent audit firm is an indicator of the quality of the Department’s financial
information. If the auditor is confident that the financial statements are a fair representation of the
Department’s financial position, then an unqualified opinion is issued. Achieving this target is a

significant accomplishment; the Department has not had an unqualified opinion since FY 1997.
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Indicator 6.1.2: The financial management grade received on “report card” by the Subcommittee on
Government Efficiency, Financial Management and Intergovernmental Relations.

The Department is not yet able to determine whether it met its target for this indicator because data are not
yet available.

- Fiscal "Report Card” Grade
Indicator Status Year Actual Target
° 1999 D-
2000 D-
Pending 2001 D-
2002 C

Source

Subcommittee on Government Efficiency, Financial Management and Intergovernmental Relations of
the House Committee on Government Operations.

Data Quality

The Subcommittee on Government Efficiency, Financial Management and Intergovernmental Relations
issues its “Report Card” grade based on published criteria. There are no data limitations.

Related Information

Information about the subcommittee’s reports on government financial management is available at
http://www.house.gov/reform/gefmir/.

Additional Information

The Subcommittee’s “Report Card” grade for FY 2002 will be available in March 2003. However, a
significant improvement is anticipated as a result of continued improvement to financial systems and
reconciliation procedures.
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Indicator 6.1.3: The number of audit recommendations from prior year financial statement audits
remaining open.

The Department met its target for this indicator.

End of Open Recommendations
Indicator Status Fiscal Year from Prior Years' Audits
Actual Taraet
1999 48
Green 2000 18
2001 19
2002 8 8

Source

Department of Education. Internal Audit Electronic Corrective Action Plan System.

Data Quality

Data are drawn from the electronic system identified above. Managers with responsibility for the
affected areas provide updates to the status of all open audit recommendations in this system. When the
corrective actions have been implemented and the manager determines that the recommendation has been
completed, the Office of Inspector General makes a final determination that the recommendation can be
closed.

Additional Information

The Department has made a concerted effort over the last several years to implement audit
recommendations from prior year financial statement audits in order to improve financial management
and obtain a clean audit opinion. Through the end of FY 2002, the Department has closed 166 of the 174
prior year audit recommendations dating back to the FY 1995 audit. Examples of significant results
include:

e Implemented new general ledger software that meets the Department's financial reporting needs,
including an automated closing process and interim reporting capabilities, thereby facilitating the
preparation of financial statements by reporting group and at the consolidated level.

e Developed, implemented and tested disaster recovery plans for the EDCAPS applications.
e Improved internal controls over payments, property, and EDCAPS system security.
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Indicator 6.1.4: The percentage of performance-based contract actions.

The Department met its target for this indicator.

Indicator Status

Green

Source

Flec::‘l Performance-Based Contract Actions
Actual Target
1999 72 contract actions
20% total contract dollars
2000 110 contract actions
43% total contract dollars
2001 414 contract actions
52% total contract dollars
2002 44% of contract actions 20% actions

59% of eligible service contract
dollars

48% dollars

Education Department’s Central Automated Processing System (EDCAPS) and Federal Procurement

Data Source (FPDS).

Data Quality

Data are drawn from Department systems. Contract dollars include only new contracts and
modifications to existing Performance-Based Service Contracting (PBSC) contracts awarded in a year

identified.
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[ Indicator 6.1.5: The amount of erroneous payments.

Data for this indicator are incomplete and not expected.

Indicator Status Fiscal Amount of Erroneous Payments
Year
° Actual Target

1999 NA

Incomplete 2000 NA
2001 NA
2002 Set and validate

the baseline

NA = not applicable

Indicator 6.1.6: The number of erroneous payments.

Data for this indicator are incomplete and not expected.

Fiscal Number of Erroneous Payments

Indicator Status Year

‘ Actual Target
1999 NA
Incomplete 2000 NA
2001
2002 Baseline minus 10
percentage points
Data Quality

Data definition is not complete.

Additional Information

The Department is unable to determine erroneous payments in FY 2002; the Department was not able to
collect Department-wide data for setting a valid baseline. Additionally, we have determined that
numbers and dollars do not reflect progress accurately; therefore, we will set a baseline rate (percentage)
in FY 2003. We have computed the dollar amount of the erroneous payments for FSA ($428 million) as
required under OMB Circular A-11, Section 57. However, we are still in the risk assessment phase for
most of the Department’s programmatic areas. We will obtain erroneous payment data for all
Department expenditure categories in FY 2003.
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Indicator 6.1.7: The federal administrative cost per grant transaction.

Data for this indicator are incomplete and not expected.

Indicator Status Fiscal Federal [ED] Administrative Cost Per
‘ Year Grant Transaction
Incomplete Actual Target
1999 NA
2000 NA
2001
2002 Baseline minus 10
percentage points

Additional Information

The Department has not yet calculated an administrative cost per grant transaction. The Office of the
Chief Financial Officer will establish a preliminary administrative cost per grant transaction in FY 2003.
The Department must first finalize definitions for grant transactions and for administrative costs.
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Objective 6.2: Improve the Strategic Management of the

Department’s Human Capital

A key element of creating a Department-wide culture of performance excellence and accountability is the
strategic investment in human capital. The Department has developed and is carrying out One-ED, our

lan for human ital management.
plan for human capital manageme Other Goal 6

12%  Objective 6.2
0.3%

Inputs: Allocating Funds

e Of ED’s total FY 2002 appropriation,
$175 million supported Objective 6.2 activities.
This is about 0.3 percent of ED’s appropriation
and 20.5 percent of the allocation for Goal 6.
e $175 million of ED salaries and expenses funds contributed to the
$175 million supporting Objective 6.2.

Other Goals
98.5%

Implementation: Checking Progress

To address Objective 6.2, the Department developed 5 strategies:
e Develop a 5-year human capital plan.
Action Step Identify and obtain needed skills.
Progress e Improve employee performance and accountability.
e Improve core processes related to human capital management.

G e Improve the use of competitive sourcing.
Y
Within these strategies, the Department developed 38 action steps to be completed
R across FY 2002 and FY 2003, which made up about 23 percent of the action steps for
(7 closed) Goal 6. At the end of FY 2002, 30 steps were completed or on track for timely
completion (green), 1 was progressing but merited monitoring (yellow), and 7 were
closed by merging into other action steps.
Impact: Measuring Status Measuring Status
G
The Department identified 7 indicators to measure FY 2002 success o v A
in meeting Objective 6.2. Four indicators are pending (data are not o @ °
yet available), and 1 is incomplete (data are not expected). We also .
set a baseline for 1 indicator. (1(‘}n'22'::£3t)e)
(1 Baseline)

Improvements: Making Changes

To enhance future performance, the Department plans this action:

e Develop data systems to collect and report on its performance for new indicators related to human
capital.

e Implement the new performance appraisal system, which links individual performance to the
Strategic Plan.
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Objective 6.2: Improve the Strategic Management of the

Department’s Human Capital

To meet the objectives in the President’s Management Agenda, which require all federal agencies to
develop Competitive Sourcing, Restructuring and Human Capital Plans, the Department has developed
and is implementing its One-ED plan. The One-ED plan seeks to define a new way of doing business by
analyzing all primary work processes to determine the best way to accomplish work, regardless of how it
was accomplished in the past. The One-ED teams, made up of career employees, are chartered to create
a future vision of reengineered business processes that takes advantage of modern best practices,
information technology, and performance enhancements. These selected business processes will be
subject to the competitive sourcing decision process in accord with the President’s Management Agenda.

Once the new, more efficient business processes are defined, we will structure the organization in a
manner that best supports the new process. The form and structure of the organization will follow the
function of the reengineered business processes. The Human Capital Plan addresses the human capital
needs required to best implement and sustain the new processes. Learning tracks will lead employees
through progressive levels of responsibilities and skill development to meet the needs of our work
processes. One-ED seeks to address systemic work and organizational issues by focusing on work
processes rather than just changing organization structure.

Implementation: Checking Progress

The One-ED plan was approved in June 2002. After a brief planning cycle, Phase I of One-ED kicked
off with three components, the Strategic Investment Process, Human Capital Development, and Strategic
Alignment. Each of these components was designed to individually yield needed short-term
improvements, while at the same time support Department-wide performance improvement.

Phase I of the Strategic Investment Process (SIP) continues into 2003, encompassing a total of nine
teams working on 27 primary business processes. These teams are tasked with asking the most basic
questions of how do we do our work, why we do our work in the current way, and whether the current
way is the best way. To help our teams answer these questions the SIP lays out specific activities. The
teams begin by process mapping each step in a particular process. Roles and responsibilities are defined
and recorded for each action owner in the process map. Quality, service, cost and risk metrics are
defined for each process map, and an Activity Based Costing Model is created for the process. These
steps allow the team members to identify weaknesses in the current process. Team members then
identify and conduct best practice visits to organizations, both inside and outside the government, that are
recognized for their expertise in the areas where we have weaknesses.

Using the best practice visits as an idea generator and proof that our problems can be overcome, the team
creates a future vision of how they would execute the process if they were the business owner. The team
members then create and present a business case to the Executive Management Team (EMT). This
business case articulates a need for immediate action, a compelling solution that yields tangible quality,
service, cost, and risk benefits, and defines the investment requirements necessary to implement the
reengineered process. The EMT may decide to competitively source the business process, subject to the
business case, or it may decide to seek a waiver and not compete the business process and proceed
directly to reengineering.

An integral part of One-ED is the development of the Human Capital Plan for the Department of
Education. The SIP will yield efficient processes focused on outcomes. We must have employees with
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the knowledge, skills and abilities to execute these processes. Like the SIP, we must determine our
weaknesses before we can effectively improve. Initially we must identify skill deficiencies. We will then
develop Learning Tracks, which seek to define the required skills in different functional areas for
employees with different levels of responsibility. Once these skills are defined, we will create self-
assessment tools for employees and their supervisors to utilize for identifying employees’ strengths and
weaknesses. Employees and their supervisors will then be able to create Individual Development Plans
that allow employees to close their skills gaps and achieve their potential.

The implementation of the SIP coupled with our Human Capital plan will allow the Department of
Education to efficiently execute our mission. However, to become a high performance work
organization we must align our efforts with the strategy of the Department. Our One-ED plan allows us
to do this in two ways. First, our Human Resources function must be integrated into the executive
management decision-making process as an enabler and problem solver. The Human Resources function
and our human capital needs cannot be an afterthought of our planning and decision-making. Our goal is
for the Human Resources Director to work with the Deputy Secretary and other senior staff to align the
human capital of the organization with the strategic direction of the organization. To meet this goal we
will make the Human Resource Director a permanent member of the Executive Management Team.

Second, we must develop a culture where performance and results are expectations of our daily work.
We must link each employee’s daily work with the President’s Management Agenda. Specifically, the
Secretary of Education has created a strategic plan that supports the PMA. Each Assistant Secretary has a
performance agreement and Action Steps that support the Strategic Plan. Each Deputy Assistant
Secretary, SES, and employee has performance expectations that link their daily work to the Action
Steps of their Assistant Secretary. This linkage is supported by a change in our performance evaluation
system. We must change the performance evaluation system from a pass-fail system to a tiered system
that rewards good performance and reduces poor performance. Our new evaluation system will raise the
performance expectations for the Department. Employees’ pay and job assignments will be tied to their
performance appraisal. All employees at the Department of Education will be evaluated on their ability
to support the President’s Management Agenda, the Secretary’s Strategic Plan and the other strategic and
management initiatives of the Department.

Two One-ED teams, working on eleven primary processes, began work in FY 2002. These teams are in
the process of implementing the SIP steps described above. In FY 2002 we created learning tracks in the
general categories of Business and Communication, and Leadership and Management. We also
developed learning tracks in the technical areas of Grants Management, Financial Management, and
Research and Evaluation

Impact: Measuring Status

To assess strategic management of the Department’s human capital, we established indicators related to
employee attitudes, skill gap reduction, and manager satisfaction with hiring.

The Department established four indicators related to employee attitudes. These indicators measure the
extent to which employees focus on results, hold leaders in high regard, believe that the organization sets
high but realistic expectations, and believe that the organization supports their individual development.
To obtain this information, we participated in a government-wide survey conducted by OPM. When
OPM releases those survey results, we will be able to determine if we met our targets.

Our Office of Management conducted a survey of managers regarding their satisfaction with hiring
practices. The results showed that approximately half of our managers who hired staff in FY 2002 were
satisfied with the process. To further improve our hiring process we have implemented EdHires (an
automated hiring tool) that has reduced the cycle time for issuing certificates by 55 percent.
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We have developed a detailed innovative framework for developing competencies and learning tracks, by
staff level, for all our mission critical occupations and major business functions To date, we have
developed learning tracks framework for seven core competencies—business, communication, financial
management, grants management, research and evaluation, student loan administration, supervision and
management. This process will assess staff skills and ensure that the right staff is trained in the right
skill areas. However, due to the scope and time needed to implement this framework, we were unable to
identify specific skill gaps in FY 2002 or set baselines and targets for their reduction.

In addition to measuring employee attitudes, skill gap reductions, and manager satisfaction with hiring,
the Department has tracked our progress in other areas that will assist us in making a fundamental
cultural and operational change in the Department. Specifically, we have:

e Approved a revised performance appraisal system to convert from a pass/fail system to a five-tier
system tied to the Strategic Plan and the President’s Management Agenda, as well as program
responsibilities. Implementation will begin January 1, 2003.

e Tied 100 percent of senior officer, SES, and GS staff performance agreements to Strategic Plan
goals and objectives.

e Provided training to 501 rating officials (81 percent) on developing performance standards—
provided instruction on linking performance measures to Strategic Plan goals.

o Issued staff retirement eligibility profiles to 100 percent of program offices to facilitate
succession planning at the program office level.

Improvements: Making Changes

In FY 2003 we will launch nine One-ED teams working on 20 primary business processes. Four teams,
including the two launched in FY 2002, will complete their business cases analysis by the end of January
2003. Five teams will complete their business cases on a staggered basis throughout FY 2003. The
remaining teams will complete their work in FY 2004. We are on track to meet our PMA requirement of
competing 15 percent of our Fair Act Inventory by the end of 2003.

In FY 2003 we will improve our ability to integrate Human Resource planning in our daily work by
appointing our career Human Resources Director to the Executive Management Team. We will also
begin to develop learning tracks for each One-ED Phase I and II functional area. Additionally, we will
create a self-assessment tool that will allow employees and their superiors to evaluate their capabilities
around Learning Tracks.

The Department of Education, like other Federal Agencies, is facing the retirement eligibility of many
key leaders and employees. From an organizational perspective, the Department is exposed to
knowledge flight risk as employees who have managed programs for decades and hold the historical
knowledge of the Department prepare to retire. We will mitigate this risk by institutionalizing this
process knowledge as we take processes through the SIP. By creating process maps detailing every step
of the process and Roles and Responsibilities for each participant, we are capturing the lessons learned
and rediscovering why we operate a process in a particular way. We believe this is profoundly important
for the Department of Education in order to continue to provide the services expected of our
organization. We will implement this knowledge capture mechanism for all Phase I, II, III, and IV
processes.

In order for One-ED to be successful, we must continue to demonstrate resolve in executing the Strategic
Investment Process of the One-ED plan. It is common for employees invested in the status quo to
believe that this initiative will pass. Our challenge in FY 2003 will be to ensure that we implement
Phase I of the One-ED plan without deviation. Our actions will speak louder than any words. This
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execution will demonstrate our resolve in implementing the PMA and the Secretary’s Strategic Plan, and
achieving tangible change at the Department of Education.

As with implementation of any project, lessons are learned around what works best during the first round
of implementation. We have learned a great deal about the best way to implement the One-ED process.
These lessons include how we organize and develop teams, how we structure specific deliverables, how
we sequence activities for the best use of time, and how we frame solutions in internal and external
communication. As we move forward with Phase I and begin Phase II of One-ED, we will implement
these best practices.

In driving our process forward, the Department will take the following actions:

Further develop and track human capital performance metrics. This will include completing
baseline efficiency metrics and completing the development of activity based costing models for
key human resource processes.

Enhance the human capital management and accountability model and identify measures for
success. We will include the Office of Personnel Management’s standards for accountability.

Continue to develop succession plans.

Continue to develop a high-level ED-wide strategic recruitment plan and incorporates human
resource flexibilities into an interim strategic recruitment plan.

Begin to identify skill gap deficiencies. Using the self evaluation tool we are currently
developing, we will assess skill gap deficiencies for processes reviewed under Phase I of One-
ED. We will also assess skill gap deficiencies for mission critical occupations.

Initiate Phase II of One-ED.
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Indicators for Objective 6.2

Our Strategic Plan includes an indicator on competitive sourcing of positions. Initially, we set a FY 2002
target for this indicator, based on OMB formulas. Subsequently, OMB revised its formulas and modified
the requirement to align with the President’s Management Agenda, which sets targets for FY 2003. Thus
we will first report on this indicator in FY 2003 and it is not included in this report.

4 1\

Indicator 6.2.1: ED employees are focused on results and show interest in improving the services of
their organization.

(. J

Indicator 6.2.2: ED employees hold their leaders in high regard.

(. J

Indicator 6.2.3: ED employees believe that their organization has set high but realistic results-oriented
work expectations for them.

Indicator 6.2.4: ED employees believe that their organization supports their development and expects
them to improve their skills and learn new skills to do their jobs better.

(. J

The Department is not yet able to determine whether it met its targets for these indicators because data are
not yet available.

Fiscal

Percentage of
ED Employees

Percentage of
ED Employees

Percentage of
ED Employees

Percentage of
ED Employees:

Year Who Are Who . with High_ but Organizational
Focused on Hold Leaders in Realistic Support
Results High Regard Expectations
Actual | Target | Actual | Target | Actual | Target | Actual | Target
1999 NA NA NA NA
2000 52 56 62 71
2001 NA NA NA NA
2002 52 56 62 71

Indicator Status

Pending

Indicator Status

Pending

Indicator Status

Pending

Indicator Status

Pending

NA = not applicable

Source

Office of Personnel Management. Organizational Assessment Survey. [2000 data]

Office of Personnel Management. Government-wide Survey. [2002]
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Data Quality

The indicator items were developed based on language in the government-wide survey, which will be our
data source for 2002 and future periods. The baseline data (2000) were developed using the
Organizational Assessment Survey, and therefore the questions are worded differently. The baseline data
represent respondents who:

6.2.1: agreed that “employees have a feeling of personal empowerment and ownership of work
processes.”

6.2.2: favorably responded to the question “Overall, how good a job do you feel is being done
by your immediate supervisor/team leader?”

6.2.3: agreed that “managers set challenging and attainable performance goals.”

6.2.4: agreed that “employees receive the training they need to perform their jobs.”

Although the wording of the questions on the two survey instruments differs, the underlying concepts are
similar. No other limitations are known.

Additional Information
We anticipate OPM’s release of FY 2002 data in December 2002.

Although the underlying concepts of our 2000 survey questions and the new OPM survey questions are
similar, the Department believes that the OPM questions may set a higher level of expectation for
satisfactory responses. Thus we set our FY 2002 targets the same as our FY 2002 results—not with an
intent of a maintenance level of employee beliefs, but in an effort to transition to the new survey.
Targets may be reconsidered based on FY 2002 results.

Government-wide high scores from similar surveys in 2001 were 71 percent for Indicator 6.2.2, and 75
percent for Indicator 6.2.4. These scores from a survey sponsored by the National Performance Review
using OPM’s Organizational Assessment Survey, serve as benchmarks.

Indicator 6.2.5: The Department meets skill gap reduction targets included in its human capital
management plan.

Data for this indicator are incomplete and not expected.

Indicator Status Fiscal Skill Gap Reduction
Year Actual Target
Q 1999 NA
2000 NA
Incomplete 5001 NA
2002 Set baseline

Additional Information

The Department is in the midst of defining this indictor in quantifiable terms. Since we did not complete
the definition in FY 2002, we were unable to set a baseline.
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Indicator 6.2.6: The percentage of managers satisfied with services received from OM when hiring staff.

The Department established a baseline for this indicator.

Indicator Status

Baseline

Source

Fiscal Percentage of Managers Satisfied
Year with OM Services Related to
Hiring Staff
Actual Target

1999 NA

2000 NA

2001 NA

2002 52 Set baseline

Department of Education. Managers’ Survey, 2002.

Data Quality

The overall response rate for the Managers’ Survey was 22 percent. Of the 22 percent who responded, 38
percent reported hiring at least one person in FY 2002. This does not include details, reassignments,
personnel actions underway but not completed in FY 2002, or hiring actions that were subsequently
cancelled. Of the 38 percent who reported hiring in FY 2002, over half (52 percent) agreed or strongly
agreed with the statement “Overall, I am satisfied with the services received from OM/HRS when hiring

staff for my positions.”

Additional Information

The Department’s Office of Management sent the HRS Satisfaction Survey to 589 managers in the

Department.
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Objective 6.3: Manage Information Technology Resources,

Using E-Gov, to Improve Services for Our
Customers and Partners

Improved Department accountability requires that we effectively manage information technology (IT)
investments, protect data integrity and confidentiality, improve data management, and increase our
effectiveness in the use of technology in customer service.

Other Goal 6

1.3% Objective 6.3
0.2%

Inputs: Allocating Funds

e Of ED’s total FY 2002 appropriation,
$100 million supported Objective 6.3 activities.
This is about 0.2 percent of ED’s appropriation
and 11.7 percent of the allocation for Goal 6.
e $82 million of ED salaries and expenses funds contributed to the
$100 million allocated to Objective 6.3.

Other Goals
98.5%

Implementation: Checking Progress

To address Objective 6.3, the Department developed 4 strategies:

Action Step Encourage customers to conduct business with the Department on-line.
Progress e Ensure security of the IT infrastructure.
e Reduce our partners’ data reporting burden.

G
e Complete enterprise architecture.
Y
Within these strategies, the Department developed 33 action steps to be completed across
R ° FY 2002 and FY 2003, which made up about 20 percent of the action steps for Goal 6.
At the end of FY 2002, 28 steps were completed or on track for timely completion
(green), and 5 more were progressing but merited monitoring (yellow).
Impact: Measuring Status Measuring Status
The Department identified 3 indicators to measure FY 2002 success Green  velow  Red
in meeting Objective 6.3. We met or exceeded the target for 1 indicator 0 @ o
(green), and 1 indicator is pending (data are not yet available). We also
set a baseline for 1 indicator. (1 Pending)

(1 Set Baseline)

Improvements: Making Changes

To enhance future performance, the Department plans this action:
e Improve capacity to measure and report IT project variances from cost and schedule goals.
e Further reduce the paperwork burden imposed on the education community.
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Objective 6.3: Manage Information Technology Resources,

Using E-Gov, to Improve Services for Our
Customers

Improved Department accountability requires that we effectively manage information technology (IT)
investments, protect data integrity and confidentiality, improve data management, and increase our
effectiveness in the use of technology in customer service. We will prioritize IT investments across
program offices on the basis of our prioritization of the Department’s business needs. Reengineered
business processes will ensure that state and local educational institutions and institutions of higher
education can communicate effectively with the Department without undue burden. We will ensure
confidentiality and accessibility.

Implementation: Checking Progress

Over the past two years the Department of Education has taken aggressive steps to develop a fully
integrated Government Information Security Reform Act (GISRA)—compliant IT security program
modeled directly on business best practices and guidance from the Office of Management and Budget
(OMB) and the National Institute of Standards and Technology (NIST). The Department has addressed
many of the weaknesses identified in the FY 2001 GISRA self-assessment and OIG audit by enhancing
most of the elements of our IT security program. In FY 2002, the Department focused on strengthening
its IT security in the areas of management, technical, and operational policy and procedural controls.
The Department now has a full suite of documented policies, procedures, and guidance that provide the
framework for the IT security program. NIST has posted several Department IT security guide
documents on its “best practices” Web site, namely, our Systems Inventory Guide, Risk Assessments
template, and Certification and Accreditation documentation template. In addition, NIST and OMB have
made positive comments about our IT security metrics program, our guide for security integration into
the System Development Life Cycle (which is already being used as a model by six other Federal
agencies), and our I'T Security Cost Estimation Guide.

Both OMB and NIST have commended the Department for our thorough reporting and aggressive
approach to correcting IT security deficiencies identified in the Department’s annual GISRA reports and
action plan documents. Earlier this year, the Department completed independent, NIST-compliant risk
assessments on all 94 of the Department’s general support systems and major applications. This critical
first step in the certification and accreditation of the Department’s systems identified numerous
vulnerabilities and areas of risk, the correction of which has been incorporated into the agency’s GISRA
action plan for FY 2003.

The Department developed improved data collection strategies and instruments in several areas
including: the development of an enterprise data dictionary, the articulation of the data elements required
for the No Child Left Behind (No Child Left Behind) legislation, the development of data quality
standards for the agency, and the support of an intra-agency working group to oversee and coordinate
these activities.

The initial stages in the development of an enterprise data dictionary have included the identification of
data elements in the numerous program collection instruments that have similar data definitions and code
sets. A group of program representatives have agreed on an initial set of definitions and code sets and a
process to continue to evaluate and adopt additional data elements.

196 FY 2002 Performance and Accountability Report
U.S. Department of Education



1/31/03

Impact: Measuring Status

For this objective, the Department set indicators related to keeping IT projects on schedule and within
cost projections, providing quality IT customer service, and reducing the data collection burden we
impose on our grantees.

We exceeded our target for reduction of burden. We set the baseline for customer satisfaction with IT
services, as we were scheduled to do for FY 2002. Data related to keeping IT projects on schedule and
within cost projections are available for the first half of FY 2002 and indicate that the Department is
doing well. Full data will be available Spring 2003.

Improvements: Making Changes

By the end of FY 2003 we expect to have an official data dictionary that contains most of the data
elements required to report education information. This is a major step toward reducing the burden we
impose upon our partners. This will, in part, support the development of the transmission of education
information between the states and the Department under the Performance Based Data Management
Initiative (PBDMI). Upon completion of a demonstration project, a contract will be competed in FY
2003 for version one of PBDMI.
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Indicators for Objective 6.3

Indicator 6.3.1: The percentage of significant IT investments that achieve less than a 10% variance of
cost and schedule goals.

The Department is not yet able to determine whether it met its target for this indicator because data are not
yet available.

Fiscal Percentage of IT Investments with
Year Less than 10 Percent Variance from
Indicator Status Goals

Actual Targ_jet
1999 NA

Pending 2000 NA
2001 NA
2002 50

NA = not applicable

Source

Department of Education. Files from the Office of the Chief Information Officer.

Data Quality

The data shown below reflect the first six months of fiscal year 2002. The Department collected the data
during the Select Phase. At that time, many of the IT investments were reviewed at the enterprise level
for the first time.

Additional Information

For the first half of the fiscal year the Department is substantially exceeding the target.

For the first six months of FY 2002 the percentage of significant IT investments that achieve less than a
10 percent variance of cost and schedule goals was greater than 90 percent. The Department will have
data for the complete fiscal year by March 2003.

Indicator 6.3.2: Percent customer ratings of ED IT services “good” or “better.”

The Department set the baseline for this indicator.

Fiscal Percent Customer Service Ratings of
Indicator Status Year “Good” or “Better”
Actual Target
1999 NA
Baseline 2000 NA
2001 NA
2002 90 Set baseline
Source
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Department of Education. Information derived from Customer Service help desk survey results.

FY 2002 Performance and Accountability Report 199
U.S. Department of Education



Data Quality

Data are system generated from an automated survey system. Survey is administered by e-mail. There
are no data limitations.

Indicator 6.3.3: The OMB burden hour estimates of Department program data collections per year.

The Department exceeded its target for this indicator.

Fiscal Data Collection Burden Hours
Indicator Status Year (in millions)
Actual Target
e 1999 42.07
Green 2000 40.93
2001 40.65
2002 38.40 40.5

Source

Department of Education. Program Files of the Office of the Chief Information Officer. Office of
Management and Budget Burden calculations.

Data Quality

Data are validated by internal review procedures of the Regulatory Information Management Group
(RIMG) of the Office of the Chief Information Officer (OCIO). Data are estimated for all of the
Department’s data collections from the public. The Department makes initial estimates and OMB later
provides revised estimates. In the table above, all actual data are final OMB values, including the 2001
value, for which our Annual Plan reported initial Department estimates.

Related Information

The information collection document sets of all OMB approved collection efforts, as well as those
collections waiting for OMB approval (pending), are available at http://edicsweb.ed.gov.
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Objective 6.4: Modernize the Federal Student Assistance

Programs and Reduce Their High-Risk
Status

Student Financial Assistance programs remain on the General Accounting Office’s high-risk program
list. It is also the only Department program identified for corrective action by the President’s
Management Agenda. Other Goal 6

T%
Objective 6.4

8%

Inputs: Allocating Funds

e OfED’s total FY 2002 appropriation,
$467 million supported Objective 6.4 activities.
This is about 8 percent of ED’s appropriation
and 54.8 percent of the allocation for Goal 6.
e $467 million of ED salaries and expenses funds contributed to the
$467 million allocated to Objective 6.4.

Other Goals
98.5%

Implementation: Checking Progress
To address Objective 6.4, the Department developed 2 strategies:

e Create an efficient and integrated delivery system.
Action Step L.
Progress e Improve Program Monitoring.

e 24 Within these strategies, the Department developed 28 action steps to be completed across
° FY 2002 and FY 2003, which made up about 17 percent of the action steps for Goal 6.

\ At the end of FY 2002, 24 steps were completed or on track for timely completion

R (green), and 4 were progressing but merited monitoring (yellow).

Measuring Status

Impact: Measuring Status
Green  Yellow Red
The Department identified 6 indicators to measure FY 2002 success in
meeting Objective 6.4. We met or exceeded the target for 4 indicators ° @ o
(green); we almost met the target for 1 indicator (yellow); and 1

2 .. (1 Incomplete)
indicator is incomplete (data are not expected).

Improvements: Making Changes

To enhance future performance, the Department plans these actions:

e Address the issues that need to be resolved so that GAO can remove Federal Student Aid from
GAO?’s list of High Risk Programs.

e Improve our measurement techniques to assess the accuracy of Pell Grant payments and improve its
data verification procedures to ensure that awards are based upon correct information.

e Continue to improve timeliness of reconciliation between FSA’s major systems and the Department’s
general ledger.
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Objective 6.4: Modernize the Student Financial Assistance

Programs and Reduce Their High-Risk
Status

The Department will continue to improve and integrate its financial and management information
systems to manage the student aid programs effectively and reduce their vulnerability to fraud, waste,
error and mismanagement. To assess how the Department is progressing in this regard, outcome
measures that directly address key objectives of this goal were selected. Although the Office of Federal
Student Aid (FSA) has made progress in recent years in modernizing its systems, the Student Financial
Assistance (SFA) programs remain on the General Accounting Office’s (GAO) high-risk program list.
They are also identified for corrective action in the President’s Management Agenda and are the only
Department programs to be specifically so identified.

Secretary Paige made it very clear that one of his specific goals was to remove the SFA programs from
GAQ’s high-risk list. Deputy Secretary Hansen met with GAO Comptroller General David Walker
about this issue. On August 1, 2001, GAO sent a letter to the Department with a specific list of issues
that they believed needed to be addressed to remove SFA programs’ high-risk designation. The primary
reason that student aid programs continue to be at high risk for fraud, waste, error, and mismanagement
is that the Department lacked the financial and information system controls needed to ensure the integrity
of our operations. The letter noted that FSA must 1) integrate its systems while providing high-quality
related services to students, colleges and universities, and financial institutions and 2) maintain a
balanced management approach that seeks to minimize noncompliance and default rates while still
promoting the widespread use of the program.

The SFA Program High Risk Plan and the supporting FSA Performance Plan are addressing the issues
that GAO identified to remove the SFA programs’ high-risk designation. The Department has made
significant progress in improving our financial systems and the validity of the data in these systems.
Processes and procedures of the new financial management system in support of the FY 2002 audit are
on track. In addition, FSA is meeting the overall modernization goals laid out in the FSA Performance
Plan and has significant accomplishments in the area of student loan default management and prevention.
However, there is still work to be done to demonstrate that student aid programs are monitored
appropriately. The High Risk Plan will be updated and followed in FY 2003 to remedy the items that
continue to prevent SFA from being removed from GAQO’s high-risk list.

By legislation and design, the SFA programs are inherently riskier than most programs, but the
Department believes we are managing them in a manner that ensures broad access to postsecondary
education while reducing the vulnerability of the programs to fraud, waste, error, and mismanagement.
There simply is not another major federal lending program that provides billions of dollars to young
people and families with no credit history or co-signers. We provide this assistance because the federal
government is willing to accept the risk and probability of defaults in return for enabling a greater
number of low-income students to obtain higher education. Also, the sheer numbers of participants
delivering and receiving funds cause the programs to be inherently riskier than smaller programs. The
Pell Grant Program provides approximately $10 billion to more than 4 million students attending more
than 5,000 different institutions of higher education. The Department is committed to demonstrating to
GAO and others that it is managing high-risk programs effectively; and, therefore, the SFA programs
should be removed from GAO’s high-risk list.
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Implementation: Checking Progress

The Department made progress toward creating an efficient and integrated delivery system and meeting
the modernization goals in the FSA Performance Plan. FSA achieved significant accomplishments in the
area of student loan default management and prevention. FSA completed the five planned integration
projects in FY 2002. FSA converted the Title [V Wide Area Network to a Web-based network
(December 18, 2001); implemented Common Origination and Disbursement (April 29, 2002); re-
platformed the Campus-Based System to the new e-Campus-Based System (June 1, 2002); retired FARS
(July 31, 2002); and implemented the Lender Reporting System (LaRS) (September 30, 2002).

To improve program monitoring and to reduce the SFA programs’ erroneous payments, the Departments
of Education and Treasury, joined by OMB, jointly proposed new Internal Revenue Service (IRS) Tax
Code legislation. This legislation would improve the student eligibility verification process by
permitting an IRS match with tax-return information. If implemented, this legislation has the potential
for eliminating hundreds of millions of dollars of erroneous payments to students each year. In addition,
to address many of the nonmaterial erroneous payment issues reported in recent GAO audits, FSA has
improved its monitoring of schools. FSA is now using data mining to help identify schools where
problems may exist and has made internal control improvements in SFA programs’ delivery systems to
ensure that widespread abuse is averted.

Recently, FSA began using a software approach known as middleware to give users a more complete and
integrated view of information in its many databases. In selecting middleware, FSA adopted a viable,
industry-accepted means for integrating and using its existing data on student loans and grants.

Impact: Measuring Status

The Department established six indicators to measure our progress in modernizing federal student
assistance programs: the removal of SFA programs from GAO’s high-risk list, the default recovery rate,
Pell grant overpayments, timeliness of FSA reconciliations to the general ledger, customer satisfaction,
and the integration of IT systems. We met or exceeded our FY 2002 targets for four of these.

Our default recovery rate of 7.6 percent exceeded our target of 7.2 percent. We made considerable
progress in the area of timeliness of reconciliations to the general ledger—in July 2002 we met the target
of reconciliation within 45 days and in August we exceeded it by reconciling within 30 days—and the
process is now in place to continue timely reconciliation. Five system integration projects were targeted
for FY 2002, and we accomplished all five, as described in the previous section.

For Pell grant overpayments, our target was not to exceed the FY 2001 baseline year. In our FY 2002
Annual Plan, we stated that target in dollars, based on preliminary estimates of Pell grant overpayments
in FY 2001. As we increased our ability to accurately measure our overpayments and underpayments,
we learned that the numeric value we listed for FY 2001 was not accurate; the actual value for FY 2001
was $272 million. Further, by exploring best practices in this area, we found that targets would be better
expressed as a percentage rather than as a dollar amount. Using our more accurate calculations for

FY 2001, and converting our target to a percentage, we recognized our corrected FY 2002 target as

3.4 percent. Our FY 2002 overpayment, calculated with our now more accurate procedures, was

3.3 percent. Thus we met this target.
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We also made good progress in implementing our plan for addressing the issues that have been keeping
SFA programs on GAO’s high-risk list. Although we did not fully complete the plan, it should be
possible to do so soon.

Although FSA has for several years conducted a valid and reliable survey of its customers, the
Department intends to modify the approach to eliminate comparisons to the private sector because they
are less applicable to our work. During this transition, no survey was conducted in FY 2002, so we have
no data for this indicator.

GAQO released a report titled Student Financial Aid: Use of Middleware for Systems Integration Holds
Promise (GAO-02-7) in FY 2002. GAO found that although the Department of Education spent millions
of dollars to modernize and integrate its non-integrated financial aid systems in the 10 years prior to the
creation of the Performance Based Organization, these efforts met with limited success.

Improvements: Making Changes

The High Risk Plan will be updated and completed in FY 2003 to remedy the remaining items that
continue to prevent SFA programs from being removed from GAO’s High-Risk list.

The Department’s customer satisfaction survey will be implemented to establish a new baseline to assess
customer satisfaction with FSA services.

We will modify the measure for Pell grant overpayments to allow improved longitudinal tracking to align
with OMB guidance and good business practices.

We will continue the newly implemented practices related to reconciliations to the general ledger, which
resulted in meeting our target for the last months of FY 2002; we believe those practices will result in our
meeting the target throughout FY 2003.
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Indicators for Objective 6.4

Indicator 6.4.1: By 2003, Federal Student Aid will leave the GAO high-risk list and will not return.

The Department almost met its target for this indicator and the shortfall was not significant or material.

Fiscal Year Actual Target
Indicator Status Performance
1999 NA
@ 2000 NA
Yellow ;88; NA y =
ccomplis
94% of Plan High Risk Pian

NA = not applicable
Source
U.S. Department of Education. FSA High Risk Plan and Progress Reports.

Data Quality
Internal quality control procedures are followed to ensure that the data are correct.

Indicator 6.4.2: Default recovery rate.

The Department exceeded its target for this indicator.

Default Recovery Rate (Percent)
Indicator Status Fiscal Year Actual Target
e 1999 8.0
Green 2000 7.5
2001 7.8
2002 7.6 7.2
Source

U.S. Department of Education. Debt Collection Management Systems (DCMS) MIS reports.

Data Quality
Internal quality control and auditing procedures are followed to ensure that the data are correct.

Additional Information

FY 2002 Performance and Accountability Report 205
U.S. Department of Education



Improving the recovery of defaulted student loans is a key component to managing student loan risk and
eliminating the SFA programs’ high-risk designation. As of September 30, 2002, we had collected

Indicator 6.4.3: Pell grants overpayments.

$966.6 million, or 7.61 percent, of the $12.7 billion portfolio held by the Department.

The Department met its target for this indicator.”

Pell Overpayments
Indicator Status Fiscal Year Actual Target
Percent Percent
e (Dollars in Millions) (Dollars in Millions)
1999 NA
Green 2000 NA
2001 3.4 ($272)
2002 3.3 ($330) 3.4 ($272)
Source

Analysis of sampled IRS income data to data reported on the Department of Education’s Free
Application for Federal Student Aid reported by FSA and Recipient Financial Management System

Data Quality
Internal quality control procedures are followed to ensure that the data are correct.

Additional Information

Our FY 2002 target for Pell grant overpayments was not to exceed the FY 2001 baseline. Accurately
measuring erroneous payments by comparing sample IRS tax return data with student aid applicant data
reported to the Department is necessary for establishing an appropriate baseline from which to measure
improvement.

The initial Pell overpayment estimate of $138 million for the 2000-2001 award year, provided in our
Strategic Plan as the FY 2001 performance measure baseline for Indicator 6.4.3, was based on early
applicant data for award year 2000-2001 and required numerous assumptions. Since this estimate was
released, FSA has developed a more accurate estimate that is based upon actual Pell payment data and
more current information from the IRS. Using this new approach, we determined that the corrected
overpayment estimate for that award year (2000-2001) was $272 million (and $64 million for
underpayments).

Furthermore, we found that measuring error rate—defined as the amount of erroneous payments divided
by the total amount awarded (expressed in percentage)—is consistent with commonly accepted business
practice across government. This would allow comparisons across years even when the parameters of

' The initial Pell overpayment estimate of $138 million, provided in our Strategic Plan as a performance measure
baseline for Indicator 6.4.3, was based on preliminary estimates of recipient payments. We have improved our
methodology and re-estimated the baseline year overpayments to establish a more accurate target for FY 2002. We have
also converted from a target expressed in a dollar amount to a target expressed as a percentage, based on best practice
and OMB guidance.
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the program change, such as the amount available, participant increase, and the maximum award amount.
It would also facilitate comparisons to similar programs of other agencies.

Using our more accurate calculations for 2000-2001 and converting our target to a percentage, we
recognized our corrected FY 2002 target as 3.4 percent. Our 3.4 percent result for FY 2002 met this
target. We will continue to improve our targeting of the eligibility verification process aimed at reducing
the erroneous payment percentage until a full match of IRS data to aid applicant data is legislated by the
Congress.

[Indicator 6.4.4: Timeliness of FSA major system reconciliations to the general ledger.

The Department met its target for this indicator.

- . Days for Reconciliation to Be
Indicator Status FYIZ;arI Completed
e Actual Target
1999 NA
Green 2000 NA
2001 NA
2002 45 (last quarter of FY 2002) 45
Source

Internal System Reports.

Data Quality
Internal quality control and auditing procedures are followed to ensure that the data are correct.

Additional Information

By the end of FY 2002, FSA was reconciling its operating systems to the Department’s general ledger
within the specified time period, although for a good portion of the year, the data could not be reconciled
in a timely manner. June reconciliations were completed within 60 days; we improved to 45 days for
July and to 30 days for August. The resulting average for the last quarter was 45 days.

[ Indicator 6.4.5: Customer Service (measure of service levels of targeted FSA transactions with public).

Data for this indicator are incomplete and not expected.

Indicator Status Fiscal Year Customer Satisfaction Target

° 1999 NA
2000 NA

Incomplete 2001 NA
2002 TBD
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Additional Information

The previous FSA customer service survey, which had been conducted for several years, was
discontinued. It will be replaced with a survey that is more outcomes based. Because of the change in
focus, data for the prior survey are not reported because they will not be comparable.

Indicator 6.4.6 : Integration of FSA systems.

The Department met its target for this indicator.

Year Percentage of Annual Integration
Targets Met*

Indicator Status

Actual Target
a 1999 NA

Green 2000 NA
2001 NA
2002 100 100
Source

Internal FSA Progress Reports.

Data Quality
Internal quality control and auditing procedures are followed to ensure that the data are correct.

Additional Information

The modernization and integration of FSA systems are key to improving the accuracy and integrity of
student aid information and the management of aid programs.

*FSA completed the following planned integration projects in FY 2002:
e Converted Title IV Wide Area Network to Web-based network 12/18/01.
e Completed the initial implementation of Common Origination and Disbursement 4/29/02.
e Re-platformed Campus-based system to new eCampus-based system 6/01/02.
e Retired FARS 7/31/02.

e Implemented Lender Reporting System (LaRS) on 9/30/02.
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Objective 6.5: Achieve Budget and Performance

Integration to Link Funding Decisions to
Results

The Department will seek funding for programs that work and will seek to reform or eliminate programs
that do not. The budget execution process will be linked to the Secretary’s strategic plan to ensure that
high-priority activities are funded.

Other Goal 6

) . 1.48%
Inputs: Allocating Funds Objective 6.5

0.02%

e OfED’s total FY 2002 appropriation,
$10 million supported Objective 6.5 activities.
This is about 0.02 percent of ED’s appropriation
and 1.2 percent of the allocation for Goal 6.
e $10 million of ED salaries and expenses funds contributed to the
$10 million allocated to Objective 6.5.

Other Goals
98.5%

Implementation: Checking Progress

To address Objective 6.5, the Department developed 2 strategies:

Af,tri:;‘r:::p e Align Budget and Planning Processes.
e Document program effectiveness.
¢ @

Within these strategies, the Department developed 6 action steps to be completed across
Y 0 FY 2002 and FY 2003, which made up about 4 percent of the action steps for Goal 6. At
the end of FY 2002, 6 steps were completed or on track for timely completion (green).
R

Measuring Status

Impact: Measuring Status Green  Yellow  Red

The Department identified 2 indicators to measure FY 2002 success e @ 0

in meeting Objective 6.5. We exceeded our target for 1 indicator
(green) and did not meet our target for 1 indicator (red).

Improvements: Making Changes

To enhance future performance, the Department plans these actions:

e Prepare for both internal and joint reviews with OMB of ED’s programs to determine and document
program effectiveness.

e Continue to integrate our budget and performance measurement systems.

e Develop annual and long-term performance measures and targets for programs where such measures
and targets are lacking.
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Objective 6.5: Achieve Budget and Performance

Integration to Link Funding Decisions to
Results

One of five government-wide management initiatives, the Budget and Performance Integration Initiative
builds on the Government Performance and Results Act of 1993 (GPRA) and earlier efforts to identify
program goals and performance measures and to link them to the budget process. The FY 2003
President’s Budget was the first to include explicit assessments of program performance.

The President formed the President’s Management Council (PMC), comprising the departmental and
agency chief operating officers—generally the Deputy Secretary or Deputy Administrator—with agency-
wide authority on behalf of the Secretary or agency head. The Department of Education’s Deputy
Secretary William Hansen chairs the PMC team on Budget and Performance Integration.

The Department will seek funding for programs that work and will seek to reform or eliminate programs
that do not work. The budget execution process will be linked to the Secretary’s strategic plan to ensure
that high-priority activities are funded. The Department will have standard, integrated budgeting,
performance, and accounting information systems at the program level that will provide timely feedback
for management that will be consolidated at the agency and government levels.

Implementation: Checking Progress

To link funding decisions to results, the Department has integrated program performance information
with budget documents, including our Congressional Justifications. This is coupled with revisions to
program performance measures and targets to make them more meaningful and useful to policymakers.
Additionally, the Department developed a complete evaluation plan to produce rigorous information on
the effectiveness of interventions supported by our funding.

In conjunction with the Office of Management and Budget (OMB), the Department conducted reviews of
17 programs and 1 administrative function by using the Program Assessment Rating Tool (PART).

These 17 programs collectively represent more than 39 percent of our budget. Reviews were conducted
through a collaborative process that included OMB, our Budget Service, our Strategic Accountability
Service, and representatives of the affected program office. We provided adequate opportunity for all
parties to contribute and to react to draft versions of the results. This was the first systematic structured
evaluation of multiple programs using the same evaluation criteria. (See Appendix D for an overview of
the PART process and the Department programs that were reviewed.)

Impact: Measuring Status

The percentage of effective programs and the percentage of program dollars in effective programs serve
as indicators for this objective. We include in our analysis all programs with funding of at least

$20 million, but exclude programs under that amount (“small programs”). Beginning in FY 2002, we
implemented a procedure to identify effective programs based on Section IV “Program Results” of the
PART reviews. We compared the number of programs with demonstrated effectiveness to the number of
programs we administer (excluding small programs). No conclusion should be drawn that programs not
identified as effective are necessarily ineffective. Of the 17 programs reviewed, 5 met our criteria for
showing effectiveness. These effective programs represent 5 percent of our programs (excluding small
programs), which fell short of our target of 9 percent. However, these effective programs represent 26
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percent of the amount appropriated for our programs (excluding small programs); thus we far exceeded
our target of 13 percent.

Improvements: Making Changes

To increase the percentage of programs that are shown to be effective, the Department needs more
complete information on program results. In FY 2003 we will improve the quality of our program-
specific GPRA performance indicators and related data. Our Strategic Accountability Service will
provide assistance to program managers in this process. To support improved indicators, we will begin
to develop common performance measures for programs with similar goals. This endeavor will build on
OMB’s efforts to develop uniform evaluation metrics for programs in the job training area, a program
area where we have a large role.

As a multiyear strategy, we will develop the Performance-Based Data Management Initiative, which will
allow the collection of better data and a stronger analysis of the impact of various federal programs.
Program evaluation studies will be dramatically improved through the use of rigorous methods. Plus,
randomized field trials of education interventions will be supported to build the knowledge base of what
is working at the local level.
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Indicators for Objective 6.5

Indicators 6.5.1 and 6.5.2: The percentage of Department programs that demonstrate effectiveness in
terms of outcomes, either on performance indicators or through rigorous evaluations, and the percentage
of Department program dollars that are in those effective programs.

The Department did not meet its target for Indicator 6.5.1. The Department exceeded its target for Indicator
6.5.2.

6.5.1 6.5.2

Fiscal Percentage of Effective Percentage of Dollars in
Year Programs Effective Programs

Actual Target Actual Target
1999 NA NA
2000 NA NA
2001 4 3
2002 5 9 (BL + 5 PP) 26 13 (BL + 10 PP)

Indicator Status Indicator Status
Red Green

NA = not applicable BL = baseline (2001) PP = percentage points

Source

U.S. Department of Education. Program Assessment Rating Tool (PART), Preliminary Results for
Programs Assessed in FY 2002.

Data Quality
The Department based these indicators on programs with appropriations of at least $20 million.

In FY 2002 we implemented a procedure to identify effective programs on the basis of the PART
reviews conducted by the Office of Management and Budget (OMB). (See Appendix D for a description
of the PART review process.) We believe that there are several advantages to basing this indicator on
PART reviews. PART review focus on program results, and results are the critical attribute of an
effective program. Additionally, PART reviews were conducted through a collaborative process that
included OMB, our Budget Service, our Strategic Accountability Service, and representatives of the
affected program office, with adequate opportunity for all parties to contribute to and to react to draft
versions of the review. Finally, using the PART opens the possibility of government-wide comparisons.

One limitation of this approach is that only programs that participated in the PART review process were
eligible to be identified as effective. We compared programs with documented effectiveness to all
programs. No conclusion should be drawn that programs not identified as effective are necessarily
ineffective.
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For the purpose of determining program effectiveness, we analyzed the results of Section IV of the
PART instrument, which specifically evaluates program results. We rated a program effective if its score
on section IV was 50 percent or greater. The five questions in this section are:

e Has the program demonstrated adequate progress in achieving its long-term outcome goal(s)?
e Does the program (including program partners) achieve its annual performance goals?
e Were program goals achieved within budgeted costs and established schedules?

e Does the performance of this program compare favorably to other programs with similar purpose
and goals?

e Do comprehensive, independent, quality evaluations of this program indicate that the program is
effective and achieving results?

OMB conducted PART reviews on 17 Department programs, which are listed in Appendix D. Using the
rubric described above, we identified the following programs as effective:

e Comprehensive School Reform

e National Assessment of Educational Progress

e National Center for Education Statistics

e Pell Grants

e Vocational Rehabilitation State Grants
For Indicator 6.5.1, we compared the number of effective programs with the number of programs that
had an appropriation of at least $20 million. In FY 2002, we administered a total of 175 programs; 99 of

these had an appropriation of at least $20 million; and 5 of these were identified as effective, as listed
above.

For Indicator 6.5.2, we compared the appropriation total for the 5 effective programs with the
appropriation total for the 99 programs that had an appropriation of at least $20 million. These 5
programs composed $14,221 million of the $55,576 million appropriated for programs of at least
$20 million.

Our FY 2001 baseline figures were based on the alignment of GPRA performance measures to program
goals, general quality of GPRA performance measures, and quality of data for those measures. Here,
too, we limited the analysis to programs of at least $20 million.

Related Information

Information about the OMB PART process is available at
http://www.whitehouse.gov/omb/budintegration/part_assessing2004.html.

Results from program studies conducted by the Department’s Planning and Evaluation Service is
available at http://www.ed.gov/offices/fOUS/PES/evalpub_resources.html.

Additional Information

See Appendix D for a description of the PART process and a list of the Department programs that were
reviewed.
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Objective 6.6: Leverage the Contributions of Community-

and Faith-Based Organizations to Increase
the Effectiveness of Department Programs

America is richly blessed by the diversity and vigor of neighborhood heroes: civic, social, charitable and
religious groups. The Department will encourage their active participation in its programs.

Inputs: Allocating Funds Objective

0%

e ED’s FY 2002 appropriation did not specifically provide
for Objective 6.6 activities. Other Goal

e Programs that support Objective 6.6 include: 1 go/
e TitleI. o

e 2l1st Century Community Learning Centers.

Implementation: Checking Progress

To address Objective 6.6, the Department developed 2 strategies:

Actionstep ® Provide technical assistance and outreach and implement novice
Progress applicant procedures.

17 e Remove barriers to the full participation of community- and faith-based

G S
organizations.

0,

R @

Within these strategies, the Department developed 17 action steps to be completed across
FY 2002 and FY 2003, which made up about 10 percent of the action steps for Goal 6.
At the end of FY 2002, 17 steps were completed or on track for timely completion
(green). We anticipate that we will fully implement all action steps by the end of

FY 2003.

Impact: Measuring Status

Measuring Status

The Department identified 2 indicators to measure FY 2002 Green  Yelow  Red

success in meeting Objective 6.6. We met or exceeded the target
for 2 indicators (green).

Improvements: Making Changes

To enhance future performance, the Department plans this action:
e Expand technical assistance for community- and faith-based organizations.
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Objective 6.6: Leverage the Contributions of Community-

and Faith-Based Organizations to Increase
Effectiveness of Department Programs

America is richly blessed by the diversity and vigor of neighborhood heroes: civic, social, charitable and
religious groups. These quiet champions lift people’s lives in ways that are beyond government’s know-
how, usually on shoestring budgets; and they heal our nation’s ills one heart and one act of kindness at a
time. The indispensable and transforming work of charitable service groups—including faith-based
groups—must be encouraged. These organizations bring the spirit of compassion, volunteerism, and
close connection to communities to their work. The Department will encourage their active participation
in its programs.

Inputs: Allocating Funds

Several discretionary grant programs were open to community- and faith-based organization
participation in FY 2002. The Department was able to implement the novice applicant procedure into
certain grant programs that conducted competitions in the 2002 grant cycle. These programs are:

e Safe and Drug-Free Schools

e FEarly Reading First

e Migrant Education Even Start

e (Carol M. White Physical Education Program
e Community Technology Centers

Implementation: Checking Progress

The Department made significant accomplishments in providing outreach and technical assistance to
community- and faith-based organizations.

The Department has partnered with Historically Black Colleges and Universities (HBCUs) and
successfully participated in outreach efforts to establish a connection between our Department leaders
and various HBCU leaders. We conducted a conference with Livingstone College on its campus in June
2002. Through that event we were able to provide materials on grants open to community- and faith-
based organization participation, an overview of the Department’s grant process, and a grant-writing
workshop to all attendees. We have also created a database of contact information for HBCU leaders.
This database is continuously being updated as more contacts are made. A representative from the
Department has participated in HBCU events by presenting and providing materials to attendees. The
Department made presentations at a January 2002 meeting of HBCU presidents, a March 2002 National
Alliance for Equal Opportunity in Higher Education conference, and an event held during HBCU week.

The Department has developed an extensive set of materials that explains the Faith-Based and
Community Initiative and the programs open to community- and faith-based organization participation.
Materials also include information on funding resources outside of the government and examples of
partnerships. This information has been available on the Department’s Web site since April 2002. The
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site also provides links to other centers for community- and faith-based initiatives, competitions, and
information on how to become a peer reviewer.

A statement of eligibility for community- and faith-based organizations was developed by the Office of
the General Counsel and was included in the Federal Register with all the grant announcements. The
statement of eligibility contains a positive statement of how faith-based and community organizations
can use federal funds to run programs. This language was also included in the nonregulatory guidance
for the 21st Century Community Learning Centers and Supplemental Educational Services.

Impact: Measuring Status

The Department established two indicators for this objective and exceeded the target in both cases. We
removed 60 percent of the barriers to participation of community- and faith-based organizations that had
been identified in the 2001 Report on Findings. We also implemented novice applicant procedures for
62 percent of appropriate programs although our target was to do so for 25 percent of such programs.

Improvements: Making Changes

The focus for FY 2003 will continue to be on outreach and technical assistance. Program officials will
provide technical assistance on Upward Bound and other discretionary grant programs as permitted by
statute. In addition, community- and faith-based organizations will be encouraged to apply to become
eligible providers of supplemental educational services under Title I and grantees under the 21st Century
Community Learning Centers program. Officials will also encourage community partnerships, improve
coordination with equivalent state initiated efforts, and seek new liaisons with key national and regional
organizations.
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Indicators for Objective 6.6

Indicator 6.6.1: The percentage of non-statutory barriers relating to technical assistance and outreach
identified in the Report on Findings that are removed.

The Department exceeded its target for this indicator.

Indicator Status Fiscal Percentage of Barriers Removed
Year Actual Target
‘ 1999 NA
2000 NA
Green 2001 NA
2002 60 50

NA = not applicable

Indicator 6.6.2: The percentage of appropriate programs in which the novice applicant procedures are
implemented.

The Department exceeded its target for this indicator.

Fiscal Percentage of Programs with Novice
- Year Applicant Procedures
Indicator Status Actual Targ et

e 1999 NA

2000 NA
Green 2001 NA

2002 62 25

Source

Report on Findings. 2001.

Annual Report to the White House Office of Faith Based and Community Initiatives 2002 (awaiting
clearance for release).

Related Information

Initiatives of the Center for Faith-Based and Community Initiatives at the U.S. Department of Education
is available at http://www.ed.gov/faithandcommunity/.

Data Quality

Report on Findings was based on surveys completed by program officers. The Annual Report (2002)
states the activities completed by the Center based on the barriers recognized in the Report on Findings.
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Objective 6.7: By Becoming a High Performance,

Customer-Focused Organization, Earn the
President’s Quality Award

As a result of implementing the Administration’s priorities, the Department will be in a position to
compete for, and win, the President’s Quality Award.

Other Goal 6

0,
1.5% Objective 6.6

0%

Inputs: Allocating Funds

e ED’s FY 2002 appropriation did not specifically provide
for Objective 6.7 activities.

Other Goals

Implementation: Checking Progress 98.5%

To address Objective 6.7, the Department developed 1 strategy:

A:tri:;r:';‘:p e Earn the President’s Quality Award.
G Within this strategy, the Department developed 1 action step to be completed across
FY 2002 and FY 2003, which made up less than 1 percent of the action steps for Goal 6.

Y 0 At the end of FY 2002, this step was completed or on track for timely completion (green).
R 0

Impact: Measuring Status Measuring Status

. . o Green  Yellow Red

The Department identified 1 indicator to measure FY 2002 success
in meeting Objective 6.7. We exceeded the target for 1 indicator 0 @ o
(green).

Improvements: Making Changes

To enhance future performance, the Department plans this action:

e Reapply for the President’s Quality Award and improve and expand the application to reflect our
successes in implementing the President’s Management Agenda.
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Objective 6.7: By Becoming a High Performance,

Customer-Focused Organization, Earn the
President’s Quality Award

As a result of implementing the Blueprint for Management Excellence, the President’s Management
Agenda, the recommendations of the Culture of Accountability team and this Strategic Plan, the
Department will be in a position to win the President’s Quality Award.

Implementation: Checking Progress

The Department put structures in place and applied for the award.

Impact: Measuring Status

The Department exceeded its target for the single indicator in this objective by applying for the award in
FY 2002, one year ahead of schedule. The application process was informative, and we benefited from
the experience.

Improvements: Making Changes

We will submit an improved application for the President’s Quality Award based on lessons learned from
our 2002 application and review experiences.
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Indicators for Objective 6.7

Indicator 6.7.1: The President’s Quality Award.

The Department exceeded its target for this indicator.

Fiscal President’s Quality Award
Indicator Status Year Actual Target
1999 NA
‘ 2000 NA
2001 NA
Green "
2002 ED applied for the Put structure
award and gained | and process in
insight place to apply
for award

NA = not applicable

Source
Department of Education, Office of Management. Application materials.

Office of Personnel Management (OPM).

Data Quality
Award status was reported by the U.S. Office of Personnel Management (OPM).

Additional Information

The Department submitted an application for the President’s Quality Award, but did not receive the
award. A meeting with OPM officials is being scheduled to debrief the application process.
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Program-Specific Performance Indicators

The 6 strategic goals and 24 objectives set forth in our FY 2002-2007 Strategic Plan form an overarching
context of broad outcomes that we believe should characterize American education. We believe that if

we are successful, as a whole, we will see increases in the related measures—measures in most cases, for
all children, whether or not they are individually served by our programs. We believe that our success as
an agency can be measured in the results of better education for al/l.

However, this kind of information does not always provide us with the tools necessary to determine the
success of each of our programs or the relationship between program-specific funding and results. For
that, we need measures that are more specific to the provisions of each particular program and to the

audience it serves. This, too, is part of GPRA. Thus, in addition to the 210 indicators specified in our

FY 2002-2007 Strategic Plan, we have established indictors and targets for all of our major programs and
many of our smaller programs. In some cases, we have set indictors for a particular program

individually. In other cases, we have grouped similar programs and set indicators for that cluster of
programs.

A list of the clusters and specific programs for which we will report indicators can be found below. A

full report of their indicators and FY 2002 results is located on our Web site at
www.ed.gov/pubs/planrpts.html and is considered to be an online component of this F'Y 2002

Performance and Accountability Report.

Program Cluster Specific Programs as Listed in the Catalog of
Federal Domestic Assistance (CFDA)
1. [ 21st Century Community Learning 287: Twenty-first Century Community Learning Centers
Centers
2. | Adult Education—State Grants and 002: Adult Education State Grant Program
Knowledge Development
3. | Advanced Placement Incentives 330: Advanced Placement Program
Program
4. | Aid for Institutional Development, Title | 031: Strengthening Institutions Programs:
III 031T: Strengthening American Tribally Controlled Colleges
and Universities
031N: Strengthening Alaska Native and Native Hawaiian-
Serving Institutions
031B: Strengthening Historically Black Colleges and
Universities and Strengthening Historically Black
Graduate Institutions Programs
031S: Strengthening Hispanic-Serving Institutions
120A: Minority Science and Engineering Improvement
5.| Alaska Native Education Program 320: Alaska Native Educational Planning, Curriculum
Development, Teacher Training, and Recruitment
Program
321: Alaska Native Home Based Education for Preschool
Children
322: Alaska Native Student Enrichment Program
356: Alaska Native Educational Programs
6. | American Indian Vocational 250: Rehabilitation Services—American Indians with
Rehabilitation Services Disabilities
7. | Arts Education 351: Arts in Education
8. | Assistive Technology Program 224: Assistive Technology
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Program Cluster

Specific Programs as Listed in the Catalog of
Federal Domestic Assistance (CFDA)

9. | Bilingual Education Instructional 288: Enhancement Grants
Services Program 289: Program Development and Improvement Grants
290: Comprehensive School Grants
291: Systemwide Improvement Grants
10[ Byrd Honors Scholarships Program 185: Byrd Honors Scholarships
11| Child Care Access Means Parents in 335: Child Care Access Means Parents in School
School Program
12| Civic Education 929: We the People (not in cfda.gov)
304: Cooperative Education Exchange Program
13| Comprehensive Centers Program 283: Comprehensive Regional Assistance Centers
14| Demonstration and Training Programs | 235: Rehabilitation Services Demonstration and Training—
Special Demonstration Programs
15[ Demonstration of Comprehensive 332: Comprehensive School Reform Demonstration
School Reform
16| Demonstration Projects to Ensure 333: Demonstration Projects to Ensure Students with
Students with Disabilities Receive a Disabilities Receive a Higher Education
Quality Higher Education
17| Developing Hispanic-Serving 031S: Strengthening Hispanic-Serving Institutions
Institutions, Title V
18| Eisenhower Federal Activities 168: Eisenhower Professional Development Federal
Activities
19| Eisenhower Professional Development | 281: Eisenhower Professional Development State Grants
Program
20| Eisenhower Regional Mathematics and | 319: Eisenhower Regional Mathematics and Science
Science Education Consortia Education Consortia
21| Even Start Family Literacy Program 314: Even Start Statewide Family Literacy Program
22| Fund for the Improvement of 215: Fund for the Improvement of Education
Education
23| Fund for the Improvement of 116: Fund for the Improvement of Postsecondary
Postsecondary Education Education
24| Gaining Early Awareness and 334: Gaining Early Awareness and Readiness for
Readiness for Undergraduate Programs Undergraduate Programs
(GEAR UP)
25| Gallaudet University 994k: Gallaudet University Programs, Elementary and
Secondary Education Programs, Pre-College
Programs, Endowment Grant
26| Graduate Assistance in Areas of 200: Graduate Assistance in Areas of National Need
National Need (GAANN) and Javits
Fellowships
27| Grants to States and Preschool Grants | 027: Special Education Grants to States
Programs-IDEA Part B 173: Special Education Preschool Grants
28| Helen Keller National Center (HKNC) 904A: Helen Keller National Center
for Deaf-Blind Youth and Adults
29| High School Equivalency Program and 141: Migrant Education High School Equivalency Program
College Assistance Migrant Program 149: Migrant Education College Assistance Migrant
Program
30| Howard University No CFDA number
31| Impact Aid 040: Impact Aid Facilities Maintenance
041: Impact Aid
32| Independent Living Services Program 169: Independent Living State Grants
33| Indian Education 060: Indian Education Grants to Local Educational Agencies
34| Infants and Toddlers with Disabilities— | 181:Special Education Grants for Infants and Families with

IDEA Part C

Disabilities
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Program Cluster Specific Programs as Listed in the Catalog of
Federal Domestic Assistance (CFDA)
35| International Education and Foreign 015: National Resource Centers and Fellowships Program
Language Studies Program for Language and Area or Language and

International Studies

016: Undergraduate International Studies and Foreign
Language Program

017: International Research and Studies

018: International—Overseas Seminars Abroad—RBilateral
Projects

019: International: Overseas—Faculty Research Abroad

021: International: Overseas—Group Projects Abroad

022: International: Overseas—Doctoral Dissertation

153: Business and International Education Projects

220: Centers for International Business Education

229: Language Resource Centers

269: Institute for International Public Policy

274: America Overseas Research Centers

337: Technological Innovation and Cooperation for Foreign
Information Access

36/ Magnet Schools Assistance Program 165: Magnet Schools Assistance
37| McKinney-Vento Homeless Assistance 196: Education for Homeless Children and Youth
Program
38| Migrant Education 011: Migrant Education State Grant Program
39| National Activities-IDEA Part D 323: Special Education State Program Improvement Grants

for Children with Disabilities

324: Special Education Research and Innovation to
Improve Services and Results for Children with
Disabilities

325: Special Education Personnel Preparation to Improve
Services and Results for Children with Disabilities

326: Special Education Technical Assistance and
Dissemination to Improve Services and Results for
Children with Disabilities

327:Special Education Technology and Media Services for
Individuals with Disabilities

328: Special Education Parent Information Centers

40| National Center for Education Statistics | 830: Statistics

(NCES) Statistics and Assessment 902: Assessments

41| National Institute on Disability and 133: National Institute on Disability and Rehabilitation
Rehabilitation Research (NIDRR) Research

42| National Technical Institute for the 998: National Technical Institute for the Deaf: Operations,
Deaf Construction, and Endowment Grant

43| Native Hawaiian Education Program 209: Native Hawaiian Family Based Education Centers

210: Native Hawaiian Gifted and Talented

221: Native Hawaiian Special Education

296: Native Hawaiian Community Based Education
Learning Centers

297: Native Hawaiian Curriculum Development, Teacher
Training and Recruitment

316: Native Hawaiian Higher Education Program

362: Native Hawaiian Education and Island Councils

44| Perkins Vocational and Technology 048: Vocational Education—Basic Grants to States
Education (State Grants and Tech-Prep | 243: Tech-Prep Education
Indicators) 353: Tech-Prep Demonstration Grants
45| Preparing Tomorrow’s Teachers to Use | 342: Preparing Tomorrow’s Teachers to Use Technology
Technology
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Program Cluster

Specific Programs as Listed in the Catalog of
Federal Domestic Assistance (CFDA)

46

Programs for Children and Youth Who
Are Neglected or Delinquent

013: Title I Program for Neglected and Delinquent
Children

47| Projects with Industry Program (PWI) 234: Projects with Industry
48| Public Charter Schools Program 282: Charter Schools
49| Regional Educational Laboratories No CFDA number

50

Safe and Drug-Free Schools Program—
State Grants Program and National
Programs

184: Safe and Drug-Free Schools and Communities
National Programs

186: Safe and Drug-Free Schools and Communities State
Grants

51| Smaller Learning Communities 215L: FIE/Smaller Learning Communities
52| Star Schools Program 203: Star Schools
53| State Vocational Rehabilitation Services | 126: Rehabilitation Services—Vocational Rehabilitation
(Including Supported Employment ) Grants to States
187: Supported Employment Services for Individuals with
Severe Disabilities
54| Student Financial Assistance Policy Not a grant program; no CDFA number
55| Student Financial Assistance Programs | 007: Federal Supplemental Educational Opportunity Grants
032: Federal Family Education Loans
033: Federal Work-Study Programs
037: Loan Cancellations
038: Federal Perkins Loan Program Federal Capital
Contributions
063: Federal Pell Grant Program
069: Leveraging Educational Assistance Partnerships
268: Federal Direct Student Loans
56| Teacher Quality Enhancement Grants 336: Teacher Quality Enhancement Grants
57| Technology Literacy Challenge 318: Technology Literacy Challenge Fund Grants
Programs: 303: Technology Innovation Challenge Grants
(1) Technology Literacy Challenge 341: Community Technology Centers
Fund,
(2) Technology Innovation Challenge
Grants, and
(3) National Activities (CTC's)
58| Title I Grants for Schools Serving At- 010: Title I Grants to Local Educational Agencies
Risk Children
59| Training Program 129: Rehabilitation Long-Term Training
60| TRIO Programs 042: TRIO Student Support Services
044: TRIO Talent Search
047: TRIO Upward Bound
066: TRIO Educational Opportunity Centers
217: TRIO McNair Post-Baccalaureate Achievement
344: TRIO Dissemination Partnership Grants
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