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Standards Watch

HIG: It's a Question of Performance

By: Tom L. Allen, CPA

The information contained in this article is the unofficial view of one of the FASAB hoard members.
Official positions of FASAB are determined only after extensive due process and deliberations.

“HIG" illustrates the way we are com-
municating and the kind of questions
being asked. HIG is a text message
abbreviation for, “How's it going?” It
shows we are using as few characters
as possible to engage in conversations
by posing a commonly asked question
using just three characters. Whether
we're engaging in sport, work, or poli-
tics, a question will soon arise about
“how’s it going?” For instance, at the
2012 Olympics, thousands of athletes
engaged in a wide variety of events
over a span of several days and, during
or atthe end of each event, someone
likely asked “HIG.” HIG is a question of
performance and performance infor-
mation has become central to many of
the discussions in government as well.

The President, Congress, manag-

ers, and other officials are examining
data to develop strategies to slow the
growth of the nation’s debt. In decid-
ing where such strategies should

be focused, answers to “HIG” may
become increasingly important. To
help evaluate how well a government
activity performed, financial perfor-
mance data should be linked with ser-
vice performance data to inform budget
decisions. The FASAB has recently
initiated projects to consider enhancing
the reporting model to better present
service performance, cost, and budget
information.
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The existing federal financial reporting
model includes service performance,
cost, and budgetary information. The
Management'’s Discussion and Analysis
includes a summary of performance
goals, objectives, and results. A state-
ment of net cost shows the net cost

of an organization’s operations. In
addition, the statement of budget-

ary resources presents the status of
agency level budgetary resources.
While recent legislation and user stud-
ies have affirmed the importance of
this type of information, they have also
shown the need to improve the report-
ing of such information to improve the
understandability and decision useful-
ness of the information.

For example, the Government Per-
formance and Results Act (GPRA)
Modernization Act of 2010 updated

the GPRA of 1993 and considered

the advancements in technology

and lessons learned in performance
management over the years. The
Modernization Act requires agencies to
provide performance informationin a
searchable, machine-readable format,
and make the information available on
their public websites. Also, FASAB
surveyed the general public regarding
information they expect to see in finan-
cial reports and we learned that about
77 percent of respondents believe that
service performance information was
very or extremely important.’

In addition, we learned that information
about the cost of programs was very

or extremely important. In discussions
with citizens, we found that disag-
gregated cost information, trends, and
explanations of trends were important.
They wanted to know ahout the cost

of specific government actions like the
cost of the wars (Iraq and Afghanistan)
and whether the cost has changed

over time. Additionally, respondents
appeared more interested in govern-
ment functions like defense, transpor-
tation, and education, than government
agencies by title.

Also, through our focus group dis-
cussions, roundtables, and inter-
views, we learned about the need for
improvement in budgetary reporting.
Budgetary presentations in financial
reports were challenging for citizens
to understand and some participants
believed that a budget to actual
comparison would be more beneficial.
Also, the level of budgetary resources
made available through laws other
than annual appropriation acts has
increased significantly over the years.

For example, federal spending could be
categorized as mandatory, discretion-
ary, netinterest. While discretionary
spending is controlled by annual appro-
priation acts, mandatory spending,
which includes entitlement programs
like Social Security and Medicare, is
not. Netinterest spending involves
government interest payments on
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debt and is offset by interestincome.?

In 1962, less than 30% of all federal
spending involved mandatory spending.3
However, by fiscal year 2011, mandatory
spending accounted for over 56 percent
of federal spending.* Determining how
bestto communicate matters such

as the differences in how budgetary
resources are made available could be
considered in the new project.

Moreover, for financial presentations in
general, citizens believed that interac-
tive tools like links or drill-down capa-
bility would allow them to progress
from summary level information, such
as information presented in financial
statements, to more detailed or less
aggregated data. Additionally, interac-
tive tools could be used to define terms,
provide explanations, or present dis-
closures. They also preferred to access
the information using the Internet and
preferred graphics over text. Lastly,
citizens believed that text should be
minimized (as indicated by the growing
use of abbreviations like “HIG").

Conclusion

In general, users appear to expect
financial and service performance
information to help answer the “HIG"
question and, ultimately, this informa-
tion could be useful in determining
strategies for addressing fiscal issues.
Providing a comprehensive butinte-
grated performance picture requires
linking data that discusses —what
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services we agreed to provide; what
budgetary resources were available

to provide those services; what costs
were incurred providing the services;
and what did we actually accomplish.
The data could inform decision-makers
about what programs have provided
services in an efficient manner and
what programs have been effective

in achieving results. Also, although
financial statements are designed to
provide a high-level view of federal
government-wide and agency level
activity, advances in technology have
increased expectations for tools to pro-
vide access to specialized information
users may be seeking. Now, volumes
of printed data can be provided in
machine-readable form and the data
accessed rapidly.

In light of user expectations for
integrated financial and service per-
formance information and the advance-
ments in technology, FASAB is looking
to enhance the federal reporting model
by initiating projects to improve cost,
service performance, and budgetary
information in financial reports. The
projects will be conducted concur-
rently so that progressin one can
inform the others. While the broad
issue of improving federal financial
reporting is an ongoing FASAB respon-
sibility, specifically focused projects
such as these three are especially
relevant during these times of fiscal
challenge. fi
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