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[image: image1.jpg]MESSAGE FROM THE SECRETARY

Two short years ago the nation joined together in a mission to fundamentally improve all aspects of public cducation
in America. This mission is of vital importance because for our great nation to sustain its prominence, we must do a
better job educating our children. More than 35 years after Congress passed the first Elementary and Secondary
Education Act, public school spending per pupil has more than doubled, adjusted for inflation. Yet, student
achicvement remains stagnant. So, on January 8, 2002, President Bush and a bipartisan Congress sent a message to
all Americans that success would no longer be measured solely by the dollars spent, but on enhanced educational
opportunities for all children.

We are asking a lot of our nation’s schools. In return, we at the U.S. Department of Education are asking a lot of
ourselves. This Department and our nation's education system have come a long way since the President signed No
Child Left Behind into law. Our financial house is in order, and for fiscal year 2003 we received our second
consecutive unqualified “clean” audit opinion; every state in the union has an approved accountability plan that
accounts for every child; and the national dialogue on education has dramatically matured.

These chariges are the results of a disciplined effort on behalf of the Department to lead by example. We instituted a
culture of accountability within the Department starting with the five-year Strategic Plan in 2002 and subsequent
annual plans. Based on these plans, the Department regularly reviews and reports our performance and financial
accountability as required by the Government Performance and Results Act and the Government Management
Reform Act. This report represents the Department’s FY 2003 accomplisbments and efforts to continue progress on
meeting stated goals.

For the programs, organizations, and functions covered by the Federal Managers™ Financial Integrity Act (FMFIA),
the Department accounting systems and management controls, taken as a whole, provide reasonable assurance that
the objectives of thc FMFIA have been achieved.

In promoting a culture of accountability, we have made every effort to clearly, accuratcly, and completely report on
the Department's progress towards fulfilling our responsibilities and organizational goals where information is
available. We hope this report will be of use to Congress and the American public.

Quality education is a right that must be protected and fulfilled for every child in our country. Such an education is
the foundation upon which we will build the future of this great nation. In the months and years to come, we will
travel a long and hard road, but we will not rest until no child is left behind.

Sincerely, .
%ﬁ@qc

Rod Paige
November 14, 2003
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Department at a Glance

Our Mission

The mission of the United States Department of Education is to ensure equal access to education and to promote educational excellence throughout the nation.  To achieve this mission, the Department employs the talents of approximately 4,700 dedicated individuals in areas covering the gamut of educational activity in America.  Our work addresses improvement across the age continuum of learning—elementary and secondary education, postsecondary education, vocational education, and adult education.  Activities support correlated functions that improve learning for people of all ages, including special education; violence and drug prevention; character education; student financial assistance; English language acquisition; research, innovation, and improvement in educational practice; rehabilitation research; and rehabilitation services.  To improve quality and access, Department staff coordinate research on best practices in education and monitor the development of state-level academic performance and teacher preparation standards.  Others ensure that grants are based on evidence of what works in education, advocate innovative approaches to enhance student learning, or work to expand opportunities for all Americans to achieve their full potential.  Through the No Child Left Behind Act (NCLB) and other key initiatives, the Department of Education aims to improve the quality and effectiveness of academic instruction, thus increasing the intellectual, moral, and economic capital of this great nation.

Our Beneficiaries: Students, Parents, Schools, and Postsecondary Institutions

So whom does the Department of Education serve?  Every American, whether native-born or immigrant, has a stake in the nation’s educational success.  Before the age of 5, a child may be enrolled in a preschool or receive government services to improve basic skills.  Between ages 5 and 18, that child becomes 1 of 53 million students
 attending an elementary or secondary school, gaining fundamental instruction in reading, grammar, mathematics, science, history, and foreign languages.  Between the ages of 18 and 30, that young adult may immediately use his or her acquired skills in the workforce, or he or she may become 1 of 15 million scholars
 receiving a postsecondary education, pursuing anything from a two-year technical degree to a master’s degree in business administration to a doctorate in physics.  Upon completion of studies, that man or woman will pay taxes based on the income that education made possible, supporting further school improvement at the local, state, and federal level.  He or she may start a family with children who begin the same learning process, providing wisdom and advice to help his or her sons and daughters excel.  And today, long after age 30, he or she may pursue further education to improve technological skills and expand opportunities in the job market.

The chart on the following page shows the extensive investment that the United States has made in its educational system and the millions of individuals who directly benefit from its operation today.  When one considers the millions more that support and depend upon these learners and educators, it is obvious that the work of improving education affects all Americans.

	The Scope of Education in America

	Public Elementary and Secondary Education
	Schools
	
94,112

	
	Teachers 
	
2,997,741

	
	Students 
	
47,687,871

	
	School membership by race/ethnicity:

	
	American Indian/Alaskan Native
	
1.2%

	
	
Asian/Pacific Islander
	
4.2%

	
	
Black
	
17.2%

	
	
Hispanic
	
17.1%

	
	
White
	
60.3%

	
	Revenues
	$401 billion

	
	
Federal
	
7.3%

	
	
State
	
49.7%

	
	
Local and intermediate
	
43.1%

	
	
	

	Postsecondary Education

(Title IV Institutions)
	Institutions—Total 

· Public

· Private—Not for profit

· Private—For profit
	
6,614


2,129


1,990


2,495

	
	Students—Total 

· Public

· Private—Not for profit

· Private—For profit
	
16,334,134


12,370,079


3,198,354


765,701

	
	Full-time and part-time faculty—Total

· Public

· Private—Not for profit

· Private—For profit
	
1,152,106


792,477


313,528


46,101

	Notes.  All data are for school year (SY) 2001–02, except revenues, which are for SY 2000-01. 

Title IV postsecondary institutions are those postsecondary institutions that participate in Title IV federal student financial aid programs and are required to report data.

Sources.  Elementary and Secondary:  U.S. Department of Education, National Center for Education Statistics, Common Core of Data (CCD), NCES Statistical Analysis Reports, 2003. (http://www.nces.ed.gov/ccd/ )

Postsecondary:  U.S. Department of Education, National Center for Education Statistics, Integrated Postsecondary Education Data System, 2001–02 Fall Staff Survey and Enrollment Survey.


As America has transformed over time into a technologically complex society, Americans have needed to receive more rigorous education to meet the challenge of this complexity.  On the whole, progress is significant.  From 1950 to 2000, the percentage of all Americans age 25 and older who completed high school increased from 34 percent to 84 percent, and the percentage completing at least four years of college increased from 6.2 percent to nearly 26 percent.
  These accomplishments have translated into increased labor productivity and wages; over the same timespan, real per capita personal income has risen by 175 percent.
  

The United States leads in many industries that require higher-order thinking and innovation, and its education system has played a major role in developing the abilities that make such leadership possible.
But the rising tide has not lifted all boats equally.  Although gaps have closed somewhat over the last 20 years, blacks and Hispanics continue to lag significantly behind white Americans in reading and mathematics proficiency.
  Today, blacks and Hispanics enroll in and complete college in significantly lower percentages than whites,
 and they earn lower personal income.
  Children from economically disadvantaged backgrounds struggle to achieve the educational success of their more affluent classmates.
  Although education has helped the United States to amass tremendous wealth and global influence, not every American shares significantly in that bounty.  And that is unacceptable.

Resolving these disparities requires resources, but money is not the entire answer.  Since 1980, the amount per pupil spent on elementary and secondary education in America has increased in real terms by nearly 50 percent.
  The Organization for Economic Cooperation and Development recently produced a study of over 20 industrial nations that showed the United States near the top in spending per pupil on elementary and secondary education.  That same study, however, placed America only in the middle of the pack in academic performance among 15-year-old students


in reading, mathematics, and science.
  That’s not to say things aren’t improving.  Data from the 2003 reading assessment of the National Assessment of Educational Progress (NAEP) show significant gains for America’s fourth graders in reading since the 2000 assessment, and scores for fourth and eighth graders on the Mathematics Assessment have increased steadily and significantly throughout the 1990s.
  Yet given America’s international position, there’s clearly room for further improvement.  Money is essential, yes, but without high standards, knowledge of effective practices, and expectations that all children can succeed, such support can be easily wasted.

When President Bush took office in 2001, he made it clear that the future of American education would involve the academic success of every boy and girl who called America home, regardless of his or her background.

Within a year, NCLB was a reality, and new requirements of academic accountability and performance were established throughout America.  

And although NCLB focuses on the overall transformation of elementary and secondary education, its effects will spread to all levels of educational activity.  Special education and English language acquisition will benefit by holding schools accountable for higher standards of academic proficiency.  Postsecondary education will benefit from an increase in both the number and academic potential of students seeking a degree.  Research will be central to greater utilization of best practices for use in effective learning.  

In all these areas, the Department of Education worked hard during fiscal year (FY) 2003 to build on the foundations of NCLB, creating and implementing a culture of accountability and starting to realize positive, lasting change in the classroom.  Our focus is clear: No child will be left behind. 

History

When President Andrew Johnson signed the legislation creating the first Department of Education in 1867, the agency’s primary function was to collect statistics on the nation’s schools and teachers to help improve the states’ burgeoning school systems.  A year later, the Department was reorganized as a non-Cabinet-level Office of Education and for many years carried out activities in this form.  The organization has come a long way from its mid-19th-century staff of four employees that handled education fact finding with a budget of only $15,000.  By 1965, the Office of Education employed more than 2,000 persons with a budget of $1.5 billion.  In 1980, Congress made the Department of Education a Cabinet-level agency. Today, the U.S. Department of Education has about 4,700 employees and a budget of $62.9 billion.  Over our 136-year existence, the agency has experienced various changes in name, status, size, and location within the executive branch, but improving education through the dissemination of information to teachers and education policy makers that was stressed at the agency’s beginning continues to be a primary role.

Since the Department’s inception, the challenges of an ever-changing world have required legislation to ensure equal access to a quality education.  The passage of the Second Morrill Act in 1890 charged the then-named Office of Education with administering support for the original system of land-grant colleges and universities.  The next major area of federal aid to schools addressed vocational education, with the 1917 Smith-Hughes Act and the 1946 George-Barden Act focusing on agricultural, industrial, and home economics training for high school students.  World War II caused a notable increase of federal support for education. The Lanham Act in 1941 and the Impact Aid laws of 1950 eased the revenue burden on communities affected by the presence of military and other federal installations by making payments to affected school districts.  And in 1944, the “GI Bill” authorized postsecondary education assistance that sent nearly 8 million World War II veterans to college. 

In the 1950s, even more federal aid became available for education in response to political and social changes.  The Soviet Union’s successful launch of Sputnik raised American interest in maintaining global competitiveness and resulted in additional resources to improve education in the sciences, mathematics, and foreign languages.  In the 1960s, major initiatives such as the Elementary and Secondary Education Act and the Higher Education Act led to improvements in education for the poor at all school levels.  The civil rights laws of the 1960s and 1970s brought about a dramatic emergence of the Department’s equal access mission, prohibiting discrimination based on race, national origin, sex, disability, and age.  In 2002, No Child Left Behind reauthorized the Elementary and Secondary Education Act, carrying out the earlier act’s original goals with greater focus on the academic achievement of every child using proven educational practices.  Today, we increase the circulation of successful educational practices through the creation of the Institute of Education Sciences and through research that implements our  Strategic Plan.  To that end, we established the What Works Clearinghouse (WWC) to disseminate sound educational information to help teachers and administrators across the country.

Organization

The Department of Education is headquartered in Washington, D.C., along with most of our operations. About one-third of our employees work in 10 regional offices and 12 field offices, facilitating our availability to state and local education systems.  As a member of the President’s Cabinet, the Secretary of Education is the principal advisor to the President on federal policies, programs, and activities related to education in the United States.  Department employees administer 165 programs and provide support for various operational, budget, and external relations activities. 

During the 2003 fiscal year, the Department underwent a significant organizational adjustment to align our structure with our Strategic Plan.  Finance, budget, management, and strategic planning activities were centralized in the office of the Deputy Secretary while program and policy offices were moved within the supervision of the Under Secretary.  Significant restructuring also occurred within program areas.  The Office of Educational Research and Improvement was replaced by the Institute of Education Sciences (IES), which focuses on more rigorous research into instructional practices to identify evidence-based activities that aid student performance.  The Office of Innovation and Improvement was created to champion and support “outside the box” thinking on effective educational practice and to provide guidance for the school choice and supplemental services provisions of NCLB.  The Office of Safe and Drug Free Schools was established to concentrate policy and practice toward successful drug and violence prevention in elementary, secondary, and higher education.  Also, the former Planning and Evaluation Service was divided into several parts: (1) the Strategic Accountability Service, to plan and track Department performance; (2) the Policy and Program Studies Service, to perform technical evaluations of Department-funded programs; (3) the Office of International Affairs, to coordinate the Department’s profile in activities outside the United States; and (4) the National Center for Education Evaluation and Regional Assistance, created within IES, to examine federal initiatives and direct rigorous research to improve the quality of instructional practices.  Also, the Office of Federal Student Aid (FSA) reorganized to better manage risk, establishing structures for enhanced program management and contract support for FSA integration and new technology solution initiatives.  All of these reorganization efforts link to the Department’s Strategic Plan, focusing our efforts squarely on the six strategic goals around which our mission is structured.

U.S. Department of Education
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Civil Rights Enforcement 

President Bush has said that education is a civil right.  Secretary Paige, in his January 8, 2003, remarks on the first anniversary of the passage of NCLB, stated that through the implementation of NCLB, America has embraced the President’s vision, and it is a national duty to ensure that every child in the public schools gets a good education.  The Department’s Office for Civil Rights (OCR) is responsible for ensuring the fair, effective, and efficient enforcement of civil rights laws that prohibit discrimination on the basis of race, color, national origin (Title VI of the Civil Rights Act of 1964), sex (Title IX of the Education Amendments of 1972), disability (Section 504 of the Rehabilitation Act of 1973 and Title II of the Americans with Disabilities Act of 1990), and age (Age Discrimination Act of 1975) with respect to recipients of federal financial assistance. These laws protect more than 53 million students attending elementary and secondary schools and more than 15 million students attending colleges and universities.
 
In FY 2003, the Department received approximately 5,000 complaints of discrimination and resolved approximately the same number.  Most cases addressed a single OCR legal jurisdiction.  Fifty percent of the complaints OCR received were made solely on the basis of disability, 19 percent on the basis of race/national origin, 7 percent on the basis of sex, and 1 percent on the basis of age.  The remaining 23 percent of cases either involved multiple jurisdictions above or did not fall clearly into any jurisdiction; in the latter case, OCR received and appropriately transferred many complaints that were outside its statutory responsibilities.  In addition to investigating complaints, we initiated approximately 70 compliance reviews and engaged in other proactive activities, particularly emphasizing the importance of implementing high-quality research-based reading programs for minorities in special education initiatives and ensuring that school districts develop evaluation plans of their research-based language acquisition programs.  We also provided technical assistance on a variety of issues to inform beneficiaries of their rights and recipients of their obligations. 

The Department’s FY 2003 civil rights enforcement activities had a profound influence on the lives of students at all educational levels across the country.  For example, when OCR monitored agreements entered under our Title VI authority to serve English language learners, we found that they are progressing and graduating equally with their English-speaking peers in many school districts.  English language learners are increasingly being provided equal opportunities for participation in special education, advanced courses, and extracurricular activities.  As a result of school districts’ or higher education institutions’ implementation of agreements dealing with access for mobility-impaired individuals under Section 504 and Title II, recipients modified athletic facilities, classrooms, and stadiums and provided accessible parking, restrooms, and water fountains.

Performance Highlights

Under the leadership of President Bush and Secretary Paige, the Department is making good on our promise that no child will be left behind. 

In 2002, NCLB signaled a new era for the American public.  The heart of NCLB is captured in the words of Secretary Paige, “The mission of NCLB is to fundamentally change the way we educate our children in America—to change our public schools from a system that does a good job educating some of the children to a system that’s held accountable for educating every child, from every walk of life.” 

To make good on the promise to ensure that no child is left behind, the Department established six clear goals:

1. Create a culture of achievement.

2. Improve student achievement.

3. Develop safe schools and strong character.

4. Transform education into an evidence-based field.

5. Enhance the quality of and access to postsecondary and adult education.

6. Establish management excellence. 

Goal Overviews

Goal 1:  Create a Culture of Achievement.  NCLB holds states and local school districts accountable for raising academic achievement and for taking direct action to improve poorly performing schools in exchange for federal aid.  A central feature of the law requires the states to adopt annual testing and new statewide accountability systems intended to promote high academic achievement for all children.  In exchange for states’ implemention of new accountability systems, poorer school districts receive additional federal funding, and all states and school districts have greater flexibility in how they use federal funds.  Each school district must issue a report card to parents and the public that describes state test results for students in the district by individual school, including identifying those schools in the district that are “in need of improvement” under the state accountability system.  Options for parents of students attending Title I schools identified as in need of improvement include supplemental services—such as tutoring or after-school services—or transferring their students to a higher-performing public school, which may include a public charter school within the school district.  Parents also have the right to receive information on the qualification of teachers in a school, such as whether teachers are state certified and licensed or whether they are teaching with provisional certificates.  NCLB seeks to provide data for decisions parents, teachers, and administrators need to make by integrating scientifically based research into federal programs.  With research-based evidence pointing the way to what works, the Department anticipates cumulative advances in the quality of American education.  

Key results for Goal 1 include the following:

· The Department reviewed and approved each state’s accountability plan as meeting the requirements of NCLB, including having every child proficient in reading and mathematics by the 2013–14 school year.

· The Department exceeded the target for customer satisfaction as measured by our FY 2003 survey.  Sixty-eight percent of Chief State School Officers expressed overall satisfaction with the Department. 

Goal 2:  Improve Student Achievement.  School success for students begins with learning to read well.  NCLB underscores the need for early reading success by establishing that all students learn to read well by the end of third grade.  To assist states as they work toward that goal, the Department supports and disseminates scientifically based research evidence on what works in early reading instruction.  The Department also supports the professional development of mathematics and science teachers to improve student achievement in these subjects at the elementary and secondary levels.  A new focus in high school will emphasize curriculum to better prepare students for postsecondary education, training, and careers.  To ensure that all students have high-quality teachers, the Department awards funds to states, districts, and universities to improve the quality of teaching and principal leadership.    

Key results for Goal 2 include the following:

· Average NAEP mathematics scores for fourth and eighth graders were higher in 2003 than in all previous assessment years; average NAEP reading scores for fourth graders were higher in 2002 than in previous years and showed no significant change in 2003.

· The Department created the Teacher Assistance Corps to provide voluntary support to states as they carry out the “highly qualified teacher” provisions of NCLB.

Goal 3:  Develop Safe Schools and Strong Character.  Whether a child is the victim of a bully or coping with the aftermath of a natural disaster, children rely on and find great comfort in the adults who protect them. In addition to parents and family elders, children look to teachers and school administrators to provide a learning environment where they are safe and respected. A safe learning environment is absolutely necessary for student learning; without it, the best teachers, curriculum, and teaching methods are ineffectual. As a part of the community, schools have enormous potential to support child development, self-perception, and character.

The Department works to develop safe schools and strong character through initiatives to promote crisis planning, substance abuse reduction, and character education. The Department is promoting comprehensive school safety planning, which involves law enforcement and health officials in planning and plan execution during crises. In FY 2003, we awarded $138 million in grants to prevent substance abuse among elementary, secondary, and postsecondary students. To promote strong character in the nation’s students, our character education and citizenship programs promote a climate of respect among students.

Key results for Goal 3 include the following:

· The Department provided critical assistance to schools in the areas of crisis planning, management, and response, to meet the escalated needs created by the tragedy of 9/11.

· Reductions in youth violence have occurred over the last several years.

Goal 4:  Transform Education into an Evidence-Based Field.  The Department spent roughly $53 billion in FY 2003 in discretionary appropriations on education programs authorized by Congress.  By better aligning programs with evidence grounded in scientifically based research, the Department can exert substantial influence on implementing education programs that work.  IES has taken a leadership role in the transformation of education into an evidence-based field.  IES draws funds from national activities and evaluation set-asides to undertake rigorous research and evaluation.  Program offices, assisted by IES, are working to provide preference in discretionary grant making to those applicants who either propose to implement programs that have evidence of effectiveness or who propose to collect rigorous evidence on the effectiveness of their program activity.  The IES role of research oversight is complemented by the research responsibilities of the National Institute on Disability and Rehabilitation Research (NIDRR).  NIDRR supports a comprehensive and coordinated program of research focused on improving the lives of persons of all ages with disabilities.  We are committed to effecting continuous improvement in federal, state, and local education policy and practice by identifying and providing ready access to the best available scientific research evidence on effective programs, products, and strategies. 

Key results for Goal 4 include the following:

· The creation of the IES to lead the Department’s work in making education an evidence-based field.

· The implementation of the What Works Clearinghouse, which provides educators, policy makers, and the public with a central, independent, and trusted source of scientific evidence for what works in education.

Goal 5:  Enhance the Quality of and Access to Postsecondary and Adult Education.  About 45 percent of the Department’s expenditures in FY 2003 were allocated for postsecondary and adult education support.  The Department provided support for enhancing both the quality of and access to postsecondary and adult education and employment in multiple ways.  The largest allocation of funds provided financial aid to increase access to postsecondary education.  In addition, the Department helped institutions of higher education improve their quality, provided mentoring and tutoring services to help students master the knowledge needed to get into and complete college, informed middle and high school students about what it takes to go to college, continued to provide support to help people with disabilities participate fully in society, and provided adult education and basic literacy education services to nearly 3 million adults who lack a high school diploma or proficiency in English.  These efforts reflect the Department’s commitment to high-quality higher education and the responsibility to help prepare Americans for employment in a competitive marketplace.

The nation's student loan cohort default rate for FY 2001 is at an all-time low of 5.4 percent. This reflects a concerted effort by the Department and our student aid partners to increase borrower awareness of repayment obligations, to track borrower delinquencies, and to counsel borrowers who fall behind in their payments.  The Department has also removed 1,200 schools with high default rates from the student loan programs in the last decade.  In addition, the length of time for a delinquent borrower to default on a student loan has been extended from 180 to 270 days since cohort year 1998.  Historical analysis (see Student Loan Cohort Default Rate Chart on page 83) indicates a downward trend in cohort default rates even after the implementation of the 1998 extension.  The impact of Department intervention appears to be the driving force behind the recent decline in cohort default rates.

Key results for Goal 5 include the following:

· Federal funds leveraged the provision of $61 billion in grants and loans to enable 8.9 million students to enroll in postsecondary studies.  Of this amount, approximately $44 billion was not in the budget but was provided through Treasury Department funds to support Federal Direct Student Loans and private loan capital to support Federal Family Education Loans.

· Effective implementation of grant programs that focus on strategies for encouraging minority and poor children to attend college.

Goal 6:  Establish Management Excellence.  Excellence and accountability for results apply to the Department as well as to America’s schools.  The Secretary has established high expectations for the Department’s performance and fiscal accountability in the Strategic Plan and Blueprint for Management Excellence (Blueprint).  The Blueprint establishes a road map for management improvement to make the Department a model of management excellence among federal agencies.  During the first two years of Secretary Paige’s leadership, the implementation of the Blueprint established a solid management foundation for the Department and resolved many long-standing management problems.  The sweeping management improvements undertaken by the Department have enhanced our ability to focus on improving the quality of education for all Americans. 

The President’s Management Agenda (PMA) is the President’s strategy for improving management within the federal government through performance-based management and strong accountability for results.  Each of the governmentwide and Department-specific initiatives in the PMA is integrated into Goal 6.  The Department’s objectives for fiscal integrity, the management of human capital, the use of electronic government, and budget and performance integration represent the agency’s plan for implementing the PMA.  Department-specific management objectives include modernizing the Student Financial Assistance programs, leveraging the contributions of faith-based and community organizations, and earning the President’s Quality Award.  The Blueprint has been revised with specific actions for FY 2004 necessary to ensure continuous improvement of the Department’s financial management, staff performance, operational efficiency, and effectiveness at improving education. 

Key results for Goal 6 include the following:

· A second consecutive unqualified audit opinion.

· Significant progress in implementing One-ED, the Department’s integrated five-year human capital, strategic sourcing, and restructuring plan.

Strategic Planning and Reporting

These goals are at the foundation of three documents that show where we’ve been and where we want to be.  These documents, rooted in the Government Performance and Results Act of 1993 (GPRA), hold the Department accountable for program performance by requiring that we think strategically and set measures and report targets annually.

First, the Department’s Strategic Plan 2002–2007 established the six goals around which we carry out our mission.  For each goal, we delineated objectives, strategies, and measures by which success would be determined.

Second, our 2002–2003 Annual Plan identified a series of action steps, reaffirmed Department-wide measures and targets as set in our Strategic Plan, and, in an online component, set performance measures and targets for over 100 of our statutorily authorized grant programs.

Third, this document, the FY 2003 Performance and Accountability Report, reveals how well the Department addressed priorities during the past fiscal year, allowing us to assess the progress and challenges of our mission in terms of results.  It links overall program performance with our financial operations and management.  An online component of this document shows how well Department programs met their performance targets.

With NCLB now in its second year, we are beginning to accumulate data with regard to the performance indicators that we have established.  Some of these data affirm the progress we have made over the past year, and other data show that we have much work left to do.  These planning and reporting documents help the Department assess challenges and conceive solutions, measure the impact of policies in the field, and redirect strategies based on the results.  The continuous planning and reporting cycle spurs us on to further policy refinements, strategic program administration, and thoughtful reflection on achievements to constantly improve the effectiveness of educational practice for the benefit of the American people.

Integration of Performance with Budget and Finance

For many years, little emphasis was placed on the results of investments in federal programs.  In recent times, however, the Department of Education has worked hard to ensure the availability of data to integrate budget and performance.

Budget and Performance Integration under the President’s Management Agenda.  During FY 2003, the Department made significant strides to integrate budgeting with performance information for strategic goals and specific program measures.  With regard to the President’s Management Agenda scorecard, the Department has presented the Office of Management and Budget (OMB) with a functional plan to upgrade our status on the budget and performance integration component by July 1, 2004.

The Department has already demonstrated a commitment to budget and performance integration by the publication of this document, which is being submitted to the public only 45 days after the end of the fiscal year.  Although this accelerated timeframe is mandated for all federal agencies for the FY 2004 Performance and Accountability Reports, the Department voluntarily decided to meet the November deadline for the FY 2003 report, showing our seriousness in providing important information to the public quickly and comprehensively.

Program Assessment Rating Tool.  In 2002, OMB initiated a systematic assessment of the quality of government programs.  Through the use of the Program Assessment Rating Tool (PART), OMB began to work with agencies to evaluate programs on their stated purpose, strategic planning, management, and results and accountability.  Although intended to be a diagnostic tool for programs, PART reviews provide critical information that can be used in establishing funding priorities for the subsequent budget cycle, with highly rated programs expected to receive greater support than others.  The Department has used information from PART reviews to guide budget, legislative and administrative decisions.

By the end of FY 2003, OMB had conducted PART reviews on 33 Department programs representing the majority of our annual budget authority, determining the progress each program has made toward demonstrating relevance and quality outcomes.  Programs that have been rated so far have been challenged to develop salient performance measures with long-term targets, to use information gleaned from these measures to improve their performance, and to demonstrate how they serve a vital purpose more effectively than other similar efforts.  By 2006, all Department programs are expected to be rated through the PART. 

Crosswalk of Net Cost to Strategic Plan Goals.  This Performance and Accountability Report marks a significant alignment of financial data and performance priorities.  For the first time, estimates of net costs are calculated for each program such that costs are clearly differentiated among the Department’s six strategic goals.  Each of the Department’s 165 programs is aligned with a specific goal, with estimated costs assigned accordingly.  Thus, costs clearly reflect the discrete priorities of the Strategic Plan.

Fast Facts.  Beginning with the third quarter of FY 2003, the Department developed a summary of financial and performance information to be used by senior management to inform critical decision making on key leadership issues.  An eight-page executive summary of key information, which includes detailed data at the principal office level, this Fast Facts document facilitates the presentation of important financial and performance metrics into a coherent management statement.  Fast Facts will be updated quarterly and used to make management decisions on a regular basis, meeting an important criterion of budget and performance integration.

Integrating Performance Plan into Budget.  During FY 2003, the Department for the first time began the integration of the annual performance plan into the submission of the budget to OMB.  For the FY 2005 budget submission, the budget and annual plan were formulated concurrently, establishing performance targets that are expected for a number of programs as a result of the Department’s budget proposal.  

Funding Challenges.  The challenges of budget and performance integration are complicated by the availability of funding for programs.  In the Department, only a portion of a given fiscal year’s appropriations are actually available for obligation to grantees during a fiscal year; the rest of a year’s appropriation is available to states, schools, and students in the subsequent year.  Thus, linking appropriated funds and program results for a particular fiscal year is not only complex but also different for different programs.  For example, large programs such as Title I and IDEA State Grants receive both “forward funded” and “advance” appropriations.  FY 2003 funds for these programs were not available for award until July 2003 (during FY 2003) and October 2003 (beginning of FY 2004).  They were awarded at that time for use primarily during the 2003–04 school year, and these funds can be carried over for obligation at the state and local levels through the end of September 2005.  Meanwhile, in student aid programs, most of the contracts and grants and some of the subsidies producing performance during the year of the annual report are the result of prior-year obligations while others are the result of obligations made during the annual report year.  Thus the results we see during FY 2003, which are to be measured for this report, are not primarily the results of FY 2003 funds, but rather the combination of funds from FY 2001, FY 2002, and FY 2003.

Although we cannot isolate program results and link them directly to a fiscal year, performance during a single program year serves as a proxy because most of our programs are ongoing.  Therefore, in the spirit of budget and performance integration, this report shows the approximate proportion of both appropriated and expended FY 2003 funds that support each of the Department’s strategic goals and objectives. 

Financial Highlights

Overview

The passage of the NCLB marks the most significant shift in federal education policy in 35 years.  This Act demands progress and achievement from all parties receiving federal funds from the Department.  It embraces the principles supported by the President: accountability for results, flexibility and local control, expanded parental options, and doing what works.  

Consistent with the spirit of NCLB, the Department has applied the basic tenets of accountability for results to its fiscal operations. We have demonstrated our commitment to NCLB throughout this fiscal year with the adoption and execution of our annual plan and Blueprint.

This Performance and Accountability Report further describes and illustrates our commitment to fiscal accountability and the effective stewardship of all the funds that the Department receives to carry out our mission.  In FY 2003, we achieved our second consecutive unqualified audit opinion, the third clean opinion in our history.  These accomplishments were only the beginning—repeating, or maintaining, the unqualified audit opinion has become a critical component of our cultural paradigm shift toward accountability for results.

Significant progress in financial management has been made in FY 2003.  Throughout the fiscal year, financial managers in the Department have sought to improve our financial reporting and overall financial management.  

Departmental Management

The Department continues to implement our Blueprint, a long-term action plan for improving Department management that incorporates key features of the PMA.  The Blueprint sets priorities for management improvement designed to facilitate effective monitoring of Department programs; eliminate financial management deficiencies; and prevent fraud, waste, and abuse of taxpayer dollars.  These priorities include the following:

· Developing and maintaining financial integrity and tighter internal controls.

· Improving management of human capital.

· Managing information technology to meet customer needs.

As part of the Department’s continued efforts to improve fiscal management, we have initiated a new program to revise and enhance our financial reporting capabilities.  During FY 2003, we implemented a performance-based financial reporting system.  This system simultaneously embraces the concepts of GPRA and incorporates the principles of the PMA.  The basic premise of both GPRA and the PMA dictate (1) establishing a strategic plan with programmatic goals and objectives, (2) developing appropriate measurement indicators, and (3) measuring performance in achieving those goals.  The newly revised financial reporting system fully captures and integrates the concept of measuring budget appropriations against performance results.  

The PMA then takes this basic concept one step further. It requires that departments and agencies show results to justify the funding levels of their programs.

Moving to this performance-based financial reporting system has been challenging for the Department.  Accurately measuring and relating program performance goals to financial information has been no easy task.  To accomplish this conceptual reporting change, a significant culture change was required.  This involved the diligent monitoring and measuring of programs that have been authorized and funded.

In FY 2003, the Department produced our first executive management report (Fast Facts) that provides the Department’s Management Team with insights into Education’s operations.  This report is only the first in a series of executive management reports.  It supports the PMA and incorporates the spirit of GPRA by providing internal visibility into our budget and cost structures and linking them to performance measures.    

This progressive report would not have been possible without the ability to quickly compile, review, and analyze financial data.  This is a direct return on our FY 2002 investment in technology and financial systems.

The Department is aggressively addressing many improved financial performance standards.  The Department regularly reports to executive management on a detailed plan of action, including milestones and measures.

Business Segments

During FY 2003, the Department managed a budget of $62.9 billion, of which 57 percent went toward elementary and secondary programs and grants. Postsecondary grants and loans accounted for 37 percent.  The remaining 6 percent went toward other programs and grants including research, development, and dissemination, as well as rehabilitation services.

Recent management initiatives have reduced federal administrative expenditures to approximately 2 percent of the Department’s total budget.  This means that the Department delivers about 98 cents on the dollar for education assistance to states, school districts, postsecondary institutions, students, and other beneficiaries.
The Department has three primary business segments as mentioned above:  Grants, Guaranteed Loans, and Direct Loans.

Grants.  A significant part of the Department’s budget is used to support ongoing programs, including the implementation of the NCLB.  This support is provided to state and local governments, schools, individuals, and others that have an interest in educating the American public.

The two largest programs, Title I grants for elementary and secondary education and Pell Grants for postsecondary financial aid, each exceed $10 billion.  Special Education Grants to States under IDEA totaled more than $9 billion in FY 2003.  

Guaranteed Loans.  The Federal Family Education Loans (FFEL) program makes loan capital available to students and their families through approximately 4,000 private lenders.  There are 36 active state and private nonprofit Guaranty Agencies that administer the federal guarantee protecting FFEL lenders against losses related to borrower default.  The FFEL program accounts for about 70 percent of student loan volume.  As of the end of September, the total principal balance outstanding of guaranteed loans held by lenders was approximately $213 billion with the government’s estimated maximum exposure being $209 billion.

Direct Loans.  Student Financial Assistance programs assist nearly 9 million students to afford college each year. The Direct Loan program is one method for delivering assistance to the students of our nation.  The Student Loan Reform Act of 1993 created this program, which uses Treasury funds to provide loan capital directly to schools, which then disburse loan funds to students.  The Direct Loan program accounts for approximately 30 percent of the new student-loan volume.  In FY 2003, the Department disbursed approximately $18 billion in direct loans to eligible borrowers.

Financial Position

The Department’s financial statements, which appear on pages 105 through 110, received for the second consecutive year an unqualified audit opinion issued by the independent accounting firm of Ernst & Young, LLP.  Preparing these statements is part of the Department’s goal to improve financial management and to provide accurate and reliable information that is useful for assessing performance and allocating resources. Department management is responsible for the integrity and objectivity of the financial information presented in the financial statements.

The financial statements and financial data presented in this report have been prepared from the accounting records of the Department of Education in conformity with Generally Accepted Accounting Principles (GAAP) in the United States of America.  GAAP for federal entities are the standards prescribed by the Federal Accounting Standards Advisory Board (FASAB).

The Department’s financial management intends to optimize utilization of available resources, thereby increasing the ability to meet the Department’s strategic goals.

Balance Sheet. The Balance Sheet displayed on page 106 reflects total assets of $157 billion, an 8 percent increase over the previous year.  This increase is attributable to the continuing implementation of the NCLB and the steady growth of the Student Financial Assistance programs.

The majority of our liabilities, 85 percent, consist of intragovernmental liabilities.  The Department’s intragovernmental liabilities consist mainly of Treasury debt, which is primarily the result of the Department’s focus on ensuring that funds are available for any student desiring a postsecondary education.  

Several factors influenced the change in the Department’s Net Position during FY 2003.  This includes the timing of the execution of prior year subsidy re-estimates and the Department’s effective management of program funds.  Net Position increased by 11.6 percent over FY 2002.

Statement of Net Cost.  The Department’s costs are consistent with the Strategic Goals, the PMA, and the appropriated budget.  The Department experienced an 18 percent increase in total net cost during FY 2003.

The Enhancement of Postsecondary and Adult Education (Program A on the Net Cost Statement), which tracks with the Department’s funding for Strategic Goal 5, experienced a 17 percent increase over FY 2002.  Programs B and C on the Statement of Net Cost, which track with Goals 2 and 3, experienced a 20 percent increase in FY 2003.  

Statement of Budgetary Resources.  This statement provides information about the provision of budgetary resources and their status as of the end of the reporting period.  This statement displayed on page 109 shows that the Department had $118.3 billion in budgetary resources of which $15.1 billion remained unobligated with $11.7 billion not available at year-end.  The Department had $58.2 billion in Net Outlays for FY 2003.

Statement of Financing.  This statement demonstrates the relationship between an entity’s proprietary and budgetary accounting information. It links the net cost of operations (proprietary) with net obligations (budgetary) by identifying key differences between the two statements.  This statement displayed on page 110 identifies $63.3 billion of resources used to finance activities, $1.6 billion of resources not part of the net cost of operations, and $1.9 billion of components of net cost of operations that will not require or generate resources in the current period.

Future Trends

Given the large amount of funds under its stewardship, the Department will continue to demonstrate effective administration of our resources and activities.  Toward that end, the Department will continue to strategically invest in our intellectual capital.  Our investments in both systems and human capital programs are currently yielding significant benefits.

The Secretary’s five-year human capital plan represents a key element in the creation of a Department-wide culture of performance excellence and accountability.  The plan supports the Department’s mission by ensuring that skilled, high-performing employees are available and deployed appropriately.  The necessary strategic investments in human capital include training, position and skill assessments, and enhanced employee performance agreements.

Two examples of our investment in training include the Financial Management Certificate Program and the Assignment Exchange Program.  The creation of these and other programs is geared to improving overall employee skills and creating opportunities for continued professional growth.  The Department expects that these “best practice” financial management training programs will ensure continued improvement in our culture of accountability and reinforce an environment where employees are recognized as valued assets.

The Department’s continued strategic investments in both systems and human capital will result in a robust, cost-effective environment.  This, in turn, will provide the taxpayers with an improved return on their investment in the Department of Education.

In addition to our continued strategic investments in systems, the Department is committed to the President’s and Congress’ initiative to reduce improper payments governmentwide.  The Department continues to make progress in this area and as required by the Office of Management and Budget Circular A-11, Section 57, we are providing the report on this subject for FY 2003 in the Other Statutorily Required Reports section of this document (see pages 187-188).

Management Challenges 

Financial Management.  There are two challenges that face the Department in this area:  accelerated reporting and the implementation of the upcoming upgrade of the financial accounting system to Oracle Version 11i.  The Department made the commitment to issue its statements by November 14, 2003, implementing the FY 2004 accelerated reporting requirement one year ahead of schedule.  The Department has also developed a four-tier approach for the implementation of the upgrade to Oracle Version 11i by October 2006.

Federal Student Aid Programs.  The Department has several challenges related to reducing the risk of fraud and error in the student aid programs while maintaining access to the programs.  They include addressing the falsification of application information for student assistance, program oversight and review, and contract monitoring.  The Department is working with OMB and Treasury to propose draft amendments to the Internal Revenue Code that will allow the Department to effectively match information to eliminate falsification of application information.  The Department has also taken steps to improve oversight and contract monitoring through electronic access to school information for our case management teams.  In addition, the Department has requested that the Office of Inspector General conduct audits of several major contracts.  Please refer to the Performance Details under Goal 6 for further discussion of the planned resolution of this issue. 

Information Technology.  The challenges that face the Department relating to information technology include investment management, security, critical infrastructure protection, and contingency planning.  The Department has made significant strides relating to our information technology challenges.  The Department implemented a plan to prioritize system weaknesses and is addressing the identified vulnerabilities.  The Department has also embarked upon a formal certification and accreditation process for our critical information systems to be completed by December 2003.

Program Performance and Accountability.  The Department has several challenges in this area.  The challenges we face include data reliability, program and contract monitoring, and program accountability and compliance.  As indicated in this report, the Department addressed this issue in the strategic plan and the Secretary has made accountability a key priority.  The Department established an Insular Affairs Committee to address accountability and compliance issues in the Virgin Islands, Puerto Rico, and the Pacific Outlying Areas.  

Human Capital.  General Accounting Office (GAO) placed the Department’s strategic management of human capital on its high risk list in 2001 because of the lack of a consistent strategic approach to managing and maintaining the workforce necessary for a more effective and efficient government.  The Department has focused significant resources on addressing a consistent approach and on developing and implementing a human capital management plan.      

Management Controls

The Department of Education is committed to management excellence and recognizes the importance of strong financial systems and internal controls to ensure accountability, integrity, and reliability.  The Department has made significant progress and continues our work toward achieving a culture of accountability.  Management, administrative, and financial system controls have been developed to ensure the following:

· All programs and operations achieve their intended results efficiently and effectively.

· Resources are used in accordance with the Department’s mission.

· All programs and resources are protected from waste, fraud, and mismanagement.

· Laws and regulations are followed.

· Reliable, complete, and timely data are maintained and used for decision making at all levels.

We believe that the rapid implementation of audit recommendations is essential to improving the efficiency and effectiveness of our programs and operations and to achieving our integrity and accountability goals.  

Federal Managers’ Financial Integrity Act 

During FY 2003, in accordance with the requirements of Federal Managers’ Financial Integrity Act (FMFIA) and using the guidelines of the Department and of OMB, the Department reviewed our management control system.  The objectives of our management control system are to provide reasonable assurance that the following occur:

· Our obligations and costs are in compliance with applicable laws.

· Our assets are safeguarded against waste, loss, unauthorized use, or misappropriation.

· The revenues and expenditures applicable to agency operations are properly recorded and accounted for to permit the preparation of accounts and reliable financial reports and to maintain accountability over assets.

· All programs are efficiently and effectively carried out in accordance with applicable laws and management policy.

The efficiency of the Department’s operations is continually evaluated using information obtained from reviews conducted by the GAO, the Office of Inspector General (OIG), specifically requested studies, and/or observations of daily operations.  These reviews ensure that our systems and controls comply with the standards established by FMFIA.  Managers throughout the Department are responsible for ensuring that effective controls are implemented in their areas of responsibility.  Individual assurance statements from Assistant Secretaries serve as a primary basis for the Department’s assurance that management controls are adequate.  The assurance statements are based upon each principal office’s evaluation of progress made in correcting any previously reported problems; new problems identified by OIG, GAO, and other management reports; and the management environment within each Principal Office.  Department organizations that have material weaknesses identified are required to submit plans for correcting those weaknesses.  The plans, combined with the individual assurance statements, provide the framework for continually monitoring and improving the Department’s management controls.

FMFIA Section 2, Management Control.   Of the 80 internal control material weaknesses identified since the inception of the Act, all have been corrected and closed.  During FY 2003, the Department completed substantial corrective actions on the following previously reported weaknesses, and they are no longer considered material:

· Quality of data needed to support management decisions.

· Foreign school recertification.

· Information technology (IT) security program. The Department has made sufficient improvements to remove the IT Security Program as an FMFIA material weakness.  However, the Department does have IT security weaknesses under the Federal Information Security Management Act (FISMA) and related IT security laws and regulations.

Last year, the IT Security Program was cited as a material weakness under FMFIA.  At that time, the Department had 19 overarching IT security material weaknesses under the Government Information Security Reform Act (GISRA) and 487 weaknesses listed in our FISMA Plan of Actions and Milestones (POA&M).  The majority of security findings from the first GISRA audit were still open and the Department’s IT Security Program lacked controls, priority, and focus.  The second GISRA audit work was nearing completion, and the OIG system vulnerability scans had discovered many further significant weaknesses.  Actions also remained open for five additional security audits reaching back to FY 2000.

Significant improvements in the Department’s IT Security Program have been made during the last year.  The Department corrected 17 of the overarching GISRA weaknesses and is on schedule to remediate the remaining two by the second quarter of FY 2004.  The Department also corrected 327 of the POA&M actions, and the remaining actions are all related to the completion of certification and accreditation (C&A) of all systems.  All mission-critical systems have finalized required National Institute of Standards and Technology (NIST)-compliant security documentation and are waiting in the queue to complete the C&A review process.  All findings from the first GISRA audit and all but two findings from the second GISRA audit have been corrected.  The remaining two findings from the second GISRA audit are on schedule to be remediated by the second quarter of FY 2004.  Findings from four of the five additional security audits that were open at this time last year have been completed.  The remaining fifth audit is on schedule to be remediated by the first quarter of FY 2004.

Department-wide policies, procedures, and guides (24 separate documents) supporting a comprehensive IT security program have been published.  A Department-wide incident-handling program has been established and published.  This has resulted in quick implementation response to FEDCirc alerts, as well as established a process for reporting and sharing of incident information.  Security awareness and specialized security training have been strengthened throughout the Department based on the newly published IT Security Training and Awareness Program Plan.  A newly established specialized security-training requirement was met with 100 percent completion by those identified with IT security responsibilities.  Security classes customized to meet the Department’s specific needs were developed and delivered on six different topics.  Full integration of IT, personnel, and physical security is underway; and the role of IT security in the Department’s IT capital planning and investments has been strengthened. 

The Department has also developed a functioning Continuity of Operations Plan (COOP) and is finalizing Business Continuity Plans (BCP) for every program office.  Successful disaster recovery plan (DRP) cutover tests were completed for the Department’s main network (EDNet) and main financial system (EDCAPS).  All student aid systems also completed DRP tests.

Both network- and host-based intrusion detection services (IDS) were installed on 300 critical EDNet servers.  Additional EDNet staff resources were dedicated to security monitoring and protection.  Virus protection was strengthened and now includes scanning of the firewall, Exchange mail servers, network servers, and workstations.  Alternate e-mail sources outside of the Exchange were removed.  A dramatically improved firewall was successfully installed on EDNet.  Unused network ports have been closed and port security is being implemented.  Numerous virus and hacking attempts have been successfully blocked, and early detection and correction of internal worms have kept the network functioning and available to the Department.  A password-protected screen saver has been enforced on all Department workstations.  Remote access to the Department’s network has been restricted to Citrix.  Standardized security configurations have been implemented on servers and routers, and consistent patch and version updates have been implemented.  Memoranda of Understanding (MOU) have been established among 29 principal offices or interconnected systems and the Department’s network that clearly define system boundaries and security standards and responsibilities.  All of the above demonstrate a distinct focus and prioritization on IT security, as well as a dramatic improvement in the application of security controls.

The Department still has an IT security material weakness under FISMA because we have not completed C&A on all operational systems.  However, the Department has launched our C&A program based on standards that are fully compliant with preliminary NIST guidance.  Ten systems, including the Department’s main financial system, EDCAPS, and the data center supporting the majority of the Student Aid systems (the Virtual Data Center) have successfully completed C&A.  All remaining mission-critical systems have entered the formal C&A review process and are on schedule to complete C&A by the first quarter of FY 2004.  All other systems are due to complete C&A by the first quarter of FY 2005.

The Department has additional remaining IT security material weaknesses under FISMA because improvements are needed in individual system security configurations.  In addition, the OIG completed a review of the Department’s critical infrastructure assurance program during FY 2003 that contained additional recommendations regarding IT security. A corrective action plan has been put in place for the critical infrastructure assurance program with all recommendations scheduled for completion by June 2004.  The OIG recently issued reports on contingency planning in FSA systems and the Department’s implementation of FISMA.  Corrective Action plans for the additional recommendations are being developed.  In the case of the FISMA report, the Department has already begun to correct many of the weaknesses cited even though the corrective action plan has not been finalized. 

Although the Department is not yet fully compliant with FISMA, and material weaknesses exist under FISMA, the numerous improvements outlined above demonstrate that we have put in place the controls necessary to completely certify and accredit the Department’s systems and address the system-specific security vulnerabilities identified in this year’s OIG FISMA report.  The Department has evidenced strong management improvement in the area of IT security.  The remaining two financial systems that are finalizing C&A have completed all required documentation and system remediation and are in the final stages of the C&A independent review process.  Both systems, the FSA FMS and the FSA Common Origination and Disbursement system, are expected to be fully certified and accredited by December 31, 2003.  In addition, the Department has made significant progress implementing the actions contained in the FISMA POA&M and has closed all but two of the 26 recommendations from last year’s OIG GISRA audit.  The Department will continue to aggressively monitor and implement additional IT security corrective actions during FY 2004. The significant progress the Department has made in IT security during FY 2003 has allowed the Department to remove the IT Security Program as a Department-wide material weakness under FMFIA.

The Department did not declare any new material weaknesses under FMFIA during FY 2003. 

FMFIA Section 4, Financial Management Systems.  Of the 95 financial management systems nonconformances that have been identified, all have been corrected and closed.  

The Department did not declare any new material nonconformances under FMFIA during FY 2003. 

Education’s Scorecard on the

President’s Management Agenda

Under the PMA, the Executive Branch Management Scorecard tracks how well the departments and major agencies are executing the five governmentwide initiatives and other program-specific initiatives.  The scorecard employs a simple grading system common today in well-run businesses: green for success, yellow for mixed results, and red for unsatisfactory.  

Status.  Scores for “status” are based on standards for success published in the President’s FY 2003 budget.  The standards for success were defined by the President’s Management Council and discussed with experts throughout government and academe, including individual fellows from the National Academy of Public Administration.  Under each of these standards, an agency is green if it meets all of the standards for success, yellow if it has achieved some but not all of the criteria, and red if it has even one of any number of serious flaws. 

Progress.  OMB assesses agency “progress” on a case-by-case basis against the deliverables and time lines established for the five initiatives that are agreed upon with each agency as follows:  green, implementation proceeding according to plans agreed upon with the agencies; yellow, some slippage or other issues requiring adjustment by the agency in order to achieve the initiative objectives on a timely basis; and red, initiative in serious jeopardy, unlikely to realize objectives absent significant management intervention.

Department of Education Results.  The Department maintained a green for progress for each initiative, demonstrating our commitment to the PMA.  For four initiatives, our status moved from red to yellow during FY 2003:

· Human Capital.

· Competitive Sourcing.

· E-government.

· Elimination of fraud and error from the Student Financial Assistance programs.
The scorecard is available at http://www.results.gov/agenda/scorecard.html. 

	President’s Management Agenda
FY 2003 Scorecard

	
Target Area
	Q1
	Q2
	Q3
	Q4

	Governmentwide Initiatives
	Human Capital
	Status

Progress
	R

G
	Y

G
	Y

G
	Y

G

	
	Competitive Sourcing
	Status

Progress
	R

G
	R

G
	Y

G
	Y

G

	
	Financial Performance
	Status

Progress
	R

G
	R

G
	R

G
	R

G

	
	E-government
	Status

Progress
	Y

G
	Y

G
	Y

G
	Y

G

	
	Budget-Performance Integration
	Status

Progress
	R

G
	R

G
	R

G
	R

G

	Program

Initiatives
	Elimination of Fraud and Error in Student Financial Aid Programs
	Status

Progress
	R

G
	Y

G
	Y

G
	Y

G

	
	Faith-Based and Community Initiative
	Status

Progress
	Y

G
	Y

G
	Y

G
	Y

G


Endnotes for Executive Summary



















































































































































































































































































































































































































































































































*Annual expenditure per student in equivalent U.S. dollars converted using Purchasing Power Parities. 








Expenditures*











Statement on Management and �Financial Controls


For the programs, organizations, and functions covered by the Federal Managers’ Financial Integrity Act (FMFIA), I am pleased to report that the Department of Education accounting systems and management controls, taken as a whole, provide reasonable assurance that the objectives of FMFIA have been achieved.


—Rod Paige


Secretary of Education





Results on NAEP Reading Assessments


Mean Scores


�


* Significantly different from the most recent year.


Note.  Scale score results when testing accommodations were not permitted are shown with dotted lines; when accommodations were permitted, with solid lines.  For more detailed information, see appendix A, measures 2.1.7-18 and 2.3.13-22.


Source.  Department of Education, Institute of Education Sciences, National Center for Education Statistics, National Assessment of Educational Progress (NAEP), 1992, 1994, 1998, 2000, 2002 and 2003 Reading  Assessments.








We’ve got one thing in mind: an education system that’s responsive to the children, an education system that educates every child, an education system that I’m confident can exist; one that’s based upon sound fundamental curriculum, one that starts teaching children to read early in life, one that focuses on systems that do work, one that heralds our teachers and makes sure they’ve got the necessary tools to teach, but one that says every child can learn. And in this great land called America, no child will be left behind.


	—President George W. Bush





Years of School Completed by Persons 


Age 25 and Over





� EMBED MSGraph.Chart.8 \s ���Source.  National Center for Education Statistics, Digest of Education Statistics, 2002. � HYPERLINK "http://nces.ed.gov/pubs2003/digest02/tables/dt008.asp" ��http://nces.ed.gov/pubs2003/digest02/tables/dt008.asp�.





Variation in Performance in Reading Literacy of 15-Year Olds (2000)


� EMBED MSGraph.Chart.8 \s ���Source.  Organization for Economic Cooperation and Development, Education at a Glance 2003, Table A5.1. 





Per Student Expenditure on Educational Institutions (2000)


� EMBED MSGraph.Chart.8 \s ���





Source.  Organization for Economic Cooperation and Development, Education at a Glance 2003, Table B1.1. 








 


�To ensure equal access �to education �and to promote �educational excellence throughout the nation
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No Child Left Behind makes history in American education and builds futures for America’s students.





—Secretary Rod Paige





Unqualified Audit Opinion





In FY 2003, the Department of Education earned a second consecutive unqualified, or clean, audit opinion of our financial statements.  This achievement validates our commitment to financial integrity and effective program management.  Maintaining accounting integrity and quality stewardship of federal funds is tantamount to fulfilling our fiduciary responsibility to the public.





A Helping Hand


Pound for pound, is there anything more fiendishly frustrating than trying to open the impenetrable pickle jar? This simplest of acts can be ego-crushingly difficult, even for the most able bodied. For the elderly or disabled, it can be close to impossible. 


A product co-developed by the Rehabilitation Engineering Research Center on Technology Transfer (T²RERC) at the State University of New York at Buffalo aims to end the problem. The Black & Decker Lids Off jar opener, resembling a coffee maker sans pot, opens jars with the push of a button (In-Sung Yoo, USA Today, July 6, 2003). 


T2RERC is one of 22 research centers funded by the Department’s National Institute on Disability and Rehabilitation Research.





 A New Way of Doing Business


A Departmental management goal is to have the right people in the right place doing the right work in the right way.  To effectively synchronize all aspects of governance requires timely, pertinent information for decision makers.  Our new FY 2003 executive management reporting tool, Fast Facts, is a quarterly compilation of the “vital” facts on financial metrics and program performance.  This enables senior Department staff to best improve management efficiency.  Fast Facts will provide trends of key statistics over time to help the Department reward effective activities and adjust policy to correct less optimal practices.   





Beginners Books for Beginning Readers


The gap in reading achievement for Native American early readers is a step nearer to closing because of the access American Indian parents, teachers, and students have to 400 new book titles constructed in native languages or bilingual format.  The Department’s Office of English Language Acquisition created and made available the first catalogue of beginning reading texts with Native American themes.  Native Americans who speak one of the 155 different native languages, and especially Navajos who constitute 45 percent of all speakers of native languages, will benefit from this aid for improving early reading skills.   





Reading Disability Eased 


Katie, Mrs. Blake’s fifth-grade student, struggled with word recognition until her reading competence fell below that of her peers, and she was identified as reading disabled in her Individualized Education Plan.  Mrs. Blake believed Katie could catch up to her peers with special intervention, so she met weekly with the special education teacher to learn about appropriate instructional practices, practices developed and validated through Individuals with Disabilities Education Act (IDEA), Part D, investments.  As Mrs. Blake implemented the IDEA strategies, she was pleased to see that Katie’s reading ability improved, and so did that of her classmates.  As testing time approached, Katie’s IEP team met to discuss appropriate test accommodations for Katie.  The team anticipated that Katie would need to take an alternative reading exam.  But Katie’s reading comprehension had improved dramatically, and Katie was able to successfully participate in the general assessments with only the accommodation of additional time.  Katie’s success on the test helped boost her school’s report card, her self-esteem, and her future.  





the Public Well





Big Business


Not many people think of the Department of Education as one of the country's major lenders.  But in FY 2003 the Office of Federal Student Aid (FSA) processed 13 million aid applications and oversaw the delivery of $61 billion in total new federal aid to a unique set of customers: 8.9 million students looking for a way to finance their college education.  FSA also oversaw the delivery of $36 billion of consolidated student loans and processed 26 million Direct Loan borrower payments.  FSA partnered with approximately 4,000 lenders, servicers and state agencies, and 6,100 universities and career schools.  Responsible for monitoring the $321 billion federal student aid loan portfolio, FSA welcomed the news that the nation’s student loan cohort default rate has dropped to an all-time low of 5.4 percent.





States Complete Accountability Plans


On June 10, 2003, in an historic milestone for education reform, President Bush announced that every state, Puerto Rico, and the District of Columbia have in place new accountability plans outlining how they will achieve the bold goal of making sure no child in America is left behind.  





Reading Scores on the Rise


Results of recent fourth-grade National Assessment of Educational Progress (NAEP) reading assessments came as good news to the education community and the public.  2003 fourth-grade NAEP reading results showed the following:


A higher percentage of fourth-grade readers scored at or above Basic than in 1994, 1998, and 2000.


A higher percentage of fourth-grade readers scored at or above Proficient than in 1992 and 1998.


Fourth-grade white students, black students, and Hispanic students had higher average reading scores in 2003 than in 1994, 1998, and 2000. 


The average score gap between white and black fourth graders was smaller in 2003 than in 1994.


The gap between white and Hispanic fourth graders narrowed between 2000 and 2003.


The Proficient level on the NAEP represents solid academic performance; students reaching this level have demonstrated competency over challenging subject matter.  The Basic level denotes partial mastery of prerequisite knowledge and skills that are fundamental for proficient work at grade 4.





Education Serves 








� U.S. Department of Education, National Center for Education Statistics, Digest of Education Statistics 2002, Table 2.  Available at � HYPERLINK "http://nces.ed.gov/pubs2003/digest02/tables/dt002.asp" ��http://nces.ed.gov/pubs2003/digest02/tables/dt002.asp�.


� Ibid.


� U.S. Department of Education, National Center for Education Statistics, Digest of Education Statistics 2002, Table 8.  Available at � HYPERLINK "http://nces.ed.gov/pubs2003/digest02/tables/dt008.asp" ��http://nces.ed.gov/pubs2003/digest02/tables/dt008.asp�.


� U.S. Department of Commerce, Bureau of Economic Analysis, constructed table of per capita personal income between 1950 and 2000, available on the Internet at � HYPERLINK "http://www.bea.doc.gov/bea/regional/spi" ��http://www.bea.doc.gov/bea/regional/spi�; and U.S. Department of Labor, Bureau of Labor Statistics, Consumer Price Index comparison from 1950 to 2000, available at � HYPERLINK "http://www.bls.gov/cpi" ��http://www.bls.gov/cpi� (go to Get Detailed Statistics, Inflation Calculator).


� U.S. Department of Education, National Center for Education Statistics, Digest of Education Statistics 2002, Tables 111 and 123.  Available at � HYPERLINK "http://nces.ed.gov/pubs2003/digest02/tables/dt111.asp" ��http://nces.ed.gov/pubs2003/digest02/tables/dt111.asp� and � HYPERLINK "http://nces.ed.gov/pubs2003/digest02/tables/dt123.asp" ��http://nces.ed.gov/pubs2003/digest02/tables/dt123.asp�.


� U.S. Department of Education, National Center for Education Statistics, Digest of Education Statistics 2002, Table 183, available at � HYPERLINK "http://nces.ed.gov/pubs2003/digest02/tables/dt183.asp" ��http://nces.ed.gov/pubs2003/digest02/tables/dt183.asp�; and Condition of Education 2003, Table 22-1, available at � HYPERLINK "http://nces.ed.gov/pubs2003/2003067.pdf" ��http://nces.ed.gov/pubs2003/2003067.pdf�; and Graduation Rate Survey (GRS) as part of the Integrated Postsecondary Education Data System (IPEDS).


� U.S. Department of Commerce, U.S. Census Bureau, Median Income of People by Selected Characteristics, 2001, 2000, and 1999. Table available at �HYPERLINK "http://www.census.gov/hhes/income/income01/inctab7.html"��http://www.census.gov/hhes/income/income01/inctab7.html. �


� U.S. Department of Education, National Center for Education Statistics, National Assessment of Educational Progress, various tables relating to reading and mathematics scores broken out by Student Eligibility for National School Lunch Program.  Available for reading information at � HYPERLINK "http://nces.ed.gov/nationsreportcard/reading/results2003/natscalescore.asp" ��http://nces.ed.gov/nationsreportcard/reading/results2003/natscalescore.asp� (view Tables 6 and 7 in the complete data with standard errors by grade level at either Grade 4 or Grade 8).  Available for mathematics information at � HYPERLINK "http://nces.ed.gov/nationsreportcard/mathematics/results2003/natscalescore.asp" ��http://nces.ed.gov/nationsreportcard/mathematics/results2003/natscalescore.asp� (view Tables 6 and 8 in the complete data with standard errors by grade level at either Grade 4 or Grade 8).


� U.S. Department of Education, National Center for Education Statistics, Digest of Education Statistics 2002, Table 168.  Available at � HYPERLINK "http://nces.ed.gov/pubs2003/digest02/tables/dt168B.asp" ��http://nces.ed.gov/pubs2003/digest02/tables/dt168B.asp�.


� Organization for Economic Cooperation and Development, Education at a Glance 2003.  Paris: 2003.  Tables A5.2, A6.1, A6.2 and B1.1.  Available at � HYPERLINK "http://www.oecd.org/document/52/0,2340,en_2649_37455_13634484_1_1_1_37455,00.html" ��http://www.oecd.org/document/52/0,2340,en_2649_37455_13634484_1_1_1_37455,00.html�. 


� U.S. Department of Education, National Center for Education Statistics, National Assessment of Educational Progress, Reading 2003 Major Results and Mathematics 2003 Major Results.  Available at � HYPERLINK "http://nces.ed.gov/nationsreportcard/reading/results2003" ��http://nces.ed.gov/nationsreportcard/reading/results2003� and � HYPERLINK "http://nces.ed.gov/nationsreportcard/mathematics/results2003" ��http://nces.ed.gov/nationsreportcard/mathematics/results2003�.


� U.S. Department of Education, National Center for Education Statistics, Digest of Education Statistics 2002, Table 2.  Available at � HYPERLINK "http://nces.ed.gov/pubs2003/digest02/tables/dt002.asp" ��http://nces.ed.gov/pubs2003/digest02/tables/dt002.asp�.








iii
FY 2003 Performance and Accountability Report—U.S. Department of Education
iii

_1129801966

_1129802155

_1129638283

_1097785786.bin

