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                         In this paper, the authors use the Bush administration’s 

management grades from the Program Assessment Rating 

Tool (PART) to evaluate performance budgeting in the 

federal government — in particular, the role of merit and 

political considerations in formulating recommendations 

for 234 programs in the president’s fi scal year 2004 

budget. PART scores and political support were found to 

infl uence budget choices in expected ways, and the impact 

of management scores on budget decisions diminished 

as the political component was taken into account. Th e 

Bush administration’s management scores were positively 

correlated with proposed budgets for programs housed in 

traditionally Democratic departments but not in other 

departments. Th e federal government’s most ambitious 

eff ort to use performance budgeting to date shows both 

the promise and the problems of this endeavor.    

   I
n the last decade, performance measurement has 

emerged as the most important public sector 

management reform in many years, surpassing 

even management by objectives, total quality manage-

ment, zero-based budgeting, and program planning 

and budgeting in the speed and breadth of adoption. 

Nearly all of the states use some form of performance 

measurement, and the federal government has also 

implemented performance measurement in various 

ways. Closely related to performance measurement is 

the idea of performance budgeting, or performance-

based budgeting, which seeks to link the fi ndings of 

performance measurement to budget allocations 

( Joyce 1999 ). Performance budgeting has been widely 

adopted abroad ( Schick 1990 ), and, as of 1998, 

47 out of 50 states had adopted some form of 

performance budgeting ( Melkers and Willoughby 

1998 ). Both performance measurement and 

performance budgeting are part of a worldwide eff ort 

to transform public management ( Kettl 2000 ). 

 Starting with the fi scal year (FY) 2004 budget, the 

Offi  ce of Management and Budget (OMB) began to 

include performance and management assessments 

of federal programs and to use that performance 

 information in allocating budget resources. Th is 

 initiative is called PART, short for Program 

 Assessment Rating Tool. In this paper, we explore 

performance budgeting through an examination of 

the PART experiment. Specifi cally, we investigate the 

role that merit and political considerations played in 

formulating OMB recommendations for the 234 

programs in the president’s FY 2004 budget proposal. 

 Th is paper has three goals: Th e fi rst is to assess the 

extent to which budget allocations in the president’s 

FY 2003 budget were infl uenced by merit, as 

 measured by PART scores; we found that PART scores 

and political support infl uenced budget choices in 

expected ways. Th e second goal is to assess the extent 

to which the observed relationships between perfor-

mance measures and budgets were a function of 

 political infl uence on the PART scores themselves. It 

is possible that the positive relationship between PART 

scores and the budget was the result of partisan ele-

ments of the PART scores. We found that the impact 

of the PART scores on budget decisions diminished 

when the political component of the scores was taken 

into account. A third and fi nal goal is to determine 

whether performance measures were used in an 

 impartial manner. Given the lack of direct means of 

translating performance measures into budget 

 decisions, it is possible that favored programs were 

insulated from negative performance ratings, whereas 

disfavored programs that could not show results were 

cut. We found that PART scores were positively asso-

ciated with Democratic programs but not the rest.  

  Performance Budgeting in Practice 
 Governments adopt performance measurement and 

performance budgeting for a number of reasons, but 

probably the most important is the promise these 

practices hold for determining which government 

programs produce results and thus deserve budget 

increases. Unlike private sector enterprises, most 

 government programs are not designed to yield a 

profi t. Without the profi t motive, it is diffi  cult to 

know which programs are generating benefi ts and 

which are not. Performance measurement can help 
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with this problem by producing quantitative evidence 

that shows which programs are accomplishing their 

purposes. Performance budgeting integrates the results 

of performance measurement into the budget process, 

ideally resulting in budget allocations that more 

closely refl ect the relative merit of the programs. 

 Th ere is little systematic evidence thus far that perfor-

mance budgeting, as it has been implemented in states 

and cities, has had a major impact on budgeting deci-

sions. In 1993, the U.S. General Accounting Offi  ce 

reported that “in states regarded as leaders in perfor-

mance budgeting, performance measures have not 

attained suffi  cient credibility to infl uence resource 

allocation decisions. . . . [R]esource allocations con-

tinue to be driven, for the most part, by traditional 

budgeting practices” (GAO 1993, 1). A more recent 

survey of state budget offi  cials by Melkers and 

 Willoughby (2001) indicates that performance budgeting 

does not have a major impact on how money is allo-

cated. Only 39 percent of those who responded to the 

survey agreed that “some changes in appropriations 

were directly attributable” to performance budgeting. 

But respondents overwhelmingly agreed that perfor-

mance budgeting had increased their workload. In his 

essay on performance budgeting, Joyce concludes that 

“[d]espite the bumper-sticker appeal of these prescrip-

tions . . . the connection between performance and 

the budget in practice is elusive” (1999, 617). It 

remains to be seen whether the federal government 

can be more successful in translating performance 

measures into budget decisions. 

 Performance budgeting is a  troublesome enterprise 

because it is diffi  cult to know 

how to use performance infor-

mation. If a program performs 

poorly, does that mean it should 

be cut  because it is wasting 

money or increased so that it can 

do better? Few people (apart 

from some Libertarians) would 

argue that because the Border 

Patrol does not succeed in sealing 

the Mexican border against ille-

gal immigrants, its budget should 

be slashed. Th ere are many other 

important programs for which evidence of weak 

 performance could be interpreted as requiring more 

resources, not fewer, on the grounds that the pro-

gram’s mission is so important that it cannot be 

 permitted to fail. Because of these complications, it is 

diffi  cult to argue for any kind of mechanistic link 

between evidence of performance and budget deci-

sions, and the OMB has never claimed any such 

direct link in its use of PART scores. In performance 

budgeting, measures still must be interpreted and 

evaluated in the context of the programs, their 

 mission, and their history. 

 A risk of using performance budgeting is that because 

its implementation involves subjective judgments, it 

will be politicized. Certain programs are more appro-

priate for the use of performance information in deter-

mining budget allocations. Many programs provide 

services that are important but not essential and that 

compete with or overlap other programs to varying 

degrees. One could use performance information to 

shift resources among such programs in order to 

achieve greater allocative effi  ciency. Determining which 

programs are so essential that their failure is unaccept-

able will never be an impartial process: It is likely that 

each party will see the programs it likes and supports as 

essential and unlikely that it will see weak performance 

as evidence that a program should be cut. Th us, it is 

possible that the party in power will implement perfor-

mance budgeting in a politicized way, insulating the 

programs its favors from negative performance 

 evaluations but cutting the budgets of programs they 

do not favor that are unable to demonstrate results. 

 An additional risk in implementing performance 

budgeting is that the measures employed will refl ect 

political favoritism in addition to merit. It is impos-

sible for performance measures to be perfect assess-

ments of “true merit” in programs, but the measures 

themselves should not be systematically associated 

with or determined by the political preferences of the 

president or governor. When performance measures 

incorporate a signifi cant political component, they 

cease to be performance measures and become politi-

cal measures, and their use in budgeting is not easily 

distinguishable from standard budgeting practices. In 

previous work ( Gilmour and Lewis 2006 ), we found 

that programs established under 

Democratic presidents received 

systematically lower PART 

scores — about 5.5 points lower 

than programs initiated under 

Republican presidents. We do 

not know why this is the case or 

by what means the disparity was 

introduced, but this fi nding 

suggests that PART scores may 

measure the political support of 

programs as well as merit. It 

could also be that the missions of 

programs begun under Democratic presidents are 

inherently less measurable or simply harder to 

accomplish.  

  Performance Measurement in the Bush 
Administration 
 In its FY 2004 budget, the Bush administration 

 numerically graded the quality of management in 234 

federal programs (20 percent). Th e grading scheme is 

relatively straightforward. It was designed by the 

OMB in consultation with the President’s Manage-

ment Council, an advisory council of lower-level 
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agency political appointees, and includes numerical 

grades ranging from 0 to 100 in four categories and 

a total weighted numerical management grade. 

Th e four categories are as follows:  1       

   1.     Program purpose and design  (20 percent) assesses 

whether the program design and purpose are clear 

and defensible.  

   2.     Strategic planning  (10 percent) assesses whether 

the agency has set valid annual and long-term goals 

for the program.  

   3.     Program management  (20 percent) rates the 

agency’s management of the program, including fi -

nancial oversight and program improvement eff orts.  

   4.     Program results  (50 percent) rates the program’s 

performance according to the goals reviewed in the 

strategic planning section and other evaluations.      

 Grades were determined in each category based on 

answers to a series of yes/no questions and adjusted for 

the type of program under consideration (block grant, 

regulatory, credit, etc.). For example, one question 

used to assess the quality of strategic planning asks, 

“Does the program have a limited number of specifi c, 

ambitious long-term performance goals that focus on 

outcomes and meaningfully refl ect the purpose of the 

program?” For this and other questions, the OMB 

provided background information on the purpose 

of the question and the elements of an affi  rmative 

response. Answers were determined jointly by the 

agency running the program and an OMB examiner. 

In cases of disagreement, the answers were resolved 

through arbitration by the OMB hierarchy, namely, 

the OMB branch chief and (if necessary) the division 

director and program associate director. A separate 

score was calculated and reported for each section; 

these were summed to produce a total weighted 

score, which is the PART score used in this paper. 

 In addition to reporting numerical scores, OMB also 

assigned management and performance grades to the 

programs. Th ese range from the highest grade of  eff ec-

tive  to  moderately eff ective, adequate,  and the  lowest 

score,  ineff ective.  In addition, another grade is off ered, 

 results not demonstrated.      Figure   1, a scatterplot of 

grades by summary PART scores, shows there is a very 

close relationship between scores and grades, although 

programs rated  results not demonstrated  have scores 

ranging from very high to very low. In the fi gure, we 

place this rating between  ineff ective  and  adequate.   

  Connecting Performance and Budgeting 
 Th e OMB claims a signifi cant relationship between 

PART scores and budget allocations. According to the 

OMB, “Th e PART is an accountability tool that at-

tempts to determine the strengths and weaknesses of 

federal programs with a particular focus on the results 

individual programs produce. Its overall purpose is to 

lay the groundwork for evidence-based funding deci-

sions aimed at achieving positive results” (OMB 2003, 

9). Th e Performance Institute, which appears to work 

closely with the OMB in this endeavor, states that 

“the president’s proposal rewards programs deemed 

eff ective with a six percent funding increase, while 

those not showing results were held to less than a one 

percent increase” (Performance Institute 2003). 

 Because the OMB has published its management 

grades in budget documents and on its Web site, we 

can examine these claims more closely. It has also 

published the federal government’s FY 2002 appro-

priations and the Bush administration’s proposed FY 

2003 and FY 2004 budgets, along with the grades for 

each program. We focus primarily here on the percent 

change in the FY 2003 and FY 2004 budgets.  2   Th is 

value should refl ect the impact of performance assess-

ment on budget allocations. However, one problem 
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     Figure   1      PART Scores and Performance Grades    
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with analyzing the percent change in program budgets 

is that there are some extreme outliers. Some pro-

grams received increases of more than 200 percent, 

others were cut by 100 percent, and others received 

incremental increases of varying sizes. We include a 

histogram of the proposed FY 2004 budget changes 

in     fi gure   2. 

 Th e very large budget changes are a problem for two 

reasons. First, the process that generates such large 

changes is diff erent from the process that generates the 

typical incremental changes in program budgets 

(  Wildavsky 1984 ). Lumping incremental and nonincre-

mental changes together may be inappropriate if they 

result from diff erent processes and have diff erent causes. 

 A second problem is that cases with very large changes 

are often small programs, and therefore the large 

percentage increases represent small amounts of 

money. But in a regression or correlation, such small 

outlying cases can exert a tremendous and dispropor-

tionate infl uence. Using the raw budget change per-

centages yields perverse results. For example, there is a 

negative correlation between budget change in FY 

2002 – 03 and budget change in FY 2003 – 04. Cer-

tainly, some programs will experience a regression to 

the mean eff ect following a large increase or decrease, 

but it is not generally the case that program budget 

allocations seesaw wildly from positive to negative and 

back again. Incremental changes are far more 

common ( Wildavsky 1984 ). 

 A couple of comparisons between cases with changes 

greater than 50 percent in FY 2004 and the rest will 

clarify the diff erence between programs with large 

changes and the rest. For cases with an increase or de-

crease of more than 50 percent, the median budget size 

was $27 million. For those with changes of less than 

50 percent, the median budget was $390 million. For 

cases with changes greater than 50 percent, the median 

increase or decrease was 98 percent. For other pro-

grams, the median increase or decrease was 4.5 percent. 

 Th ere is no settled rule for dealing with outliers, but 

one common way of solving the problem is to log the 

variable. In this case, however, we cannot log the 

variable because it includes negative numbers.  3   

 Another common way of dealing with outliers is to 

exclude them, using some decision rule to determine 

which cases are outliers and which cases are not. It is 

common, then, to perform robustness checks to see 

whether the decision rule makes a diff erence. For this 

study, we excluded cases in which the one-year change 

was greater than 50 percent. For the FY 2004 budget, 

this means that 29 cases were excluded. We used 

another decision rule to exclude all cases that were 

more than two standard deviations away from the 

mean.  4   We replicated all analyses in this paper using 

the two-standard-deviation rule, and the results were 

actually stronger than the results presented here. It is 

important to note, however, that the decision to ex-

clude outliers  is  consequential, as it alters some of the 

regression results in important ways. We will address 

this further in our discussion of     table   1. 

 Measuring merit is straightforward because we have 

relied on the OMB’s PART scores. Th e measure of 

merit used is the PART score. At best, scores of this 

kind are imperfect measures of results and manage-

ment, and they may incorporate certain kinds of bias. 

But it is still reasonable to believe that the scores are 

signifi cantly correlated with actual merit. 

     Figure   3 shows a scatterplot of the relationship be-

tween the percent increase in budget for programs in 

the PART and PART summary scores. Th ere is a clear 
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positive relationship, showing that programs with 

higher PART scores received larger budget increases. 

Th is suggests that the administration took  performance 

into account when proposing budgets, provided 

that the management grades  themselves were 

not politicized. 

 Measuring political infl uence in the budget process is 

more complex. Our expectation was that typically 

“Democratic” programs would receive less generous 

budgets and perhaps lower management grades. 

Measuring the political content of federal programs is 

diffi  cult because programs usually have supporters on 

both sides of the aisle and are reauthorized numerous 

times after their initiation, and because the current 

administration does not publicize which programs it 

supports or opposes on ideological grounds. 

 As a fi rst cut, we tried to loosely group programs as 

Democratic or Republican according to the depart-

ment in which they were housed. Because certain 

departments within the executive branch work in 

areas that are more central to the agenda of a particu-

lar party, we believed that departmental affi  liation 

might provide a reasonable proxy for political favor. 

We created a  Democratic department  variable to distin-

guish between programs in disfavored departments 

and those situated elsewhere. Th e Republican Party 

has been somewhat hostile to a number of cabinet-

level departments and independent agencies. For 

example, it has proposed eliminating the Departments 

of Commerce, Education, and Energy. In addition, 

the Departments of Housing and Urban Develop-

ment (HUD), Labor, and Health and Human Services 

(HHS), as well as the Environmental Protection 

Agency (EPA), all have agendas that are central to the 

Democratic Party but not to the Republicans. 

 All programs in the PART housed in one of these 

departments were coded 1, and the rest were coded 0. 

Th is is a crude measure, as there are some programs in 

these departments that Republicans support and 

programs in other departments they do not support, 

and there are also diff erences among Republicans in 

their commitment or hostility to traditionally Demo-

cratic departments. President Bush has made an 

 important commitment to education. But to avoid an 

overall ad hoc approach to constructing this variable, 

we relied on our conception of the traditional posi-

tions of the parties. We assumed that, collectively, the 

programs coded 1 would be supported more weakly 

than programs coded 0. It might have been better to 

have a panel of experts evaluate all 234 programs and 

make individual determinations of whether each 

appeared to be favored or disfavored by the adminis-

tration, but such codings are highly subjective. 

 Furthermore, many of the programs were suffi  ciently 

small and obscure that few coders would have had 

knowledge of all of them, and their decisions would 

have been based largely on guesswork. 

 One can imagine other ways of assessing political 

support for programs. Th e seven departments in-

cluded in the Democratic department variable were 

opposed by Republicans on varied grounds. Four 

(HUD, HHS, Labor, and the EPA) have missions that 

generally match the Democratic Party’s agenda. An-

other three (Education, Energy, and Commerce) have 

missions that have been opposed by the Republican 

Party on the grounds that their missions are inconsis-

tent with markets or federalism. Furthermore, some 

reviewers of this article contended that because the 

Bush administration is not hostile to education 

 programs and has not sought the elimination of the 

Commerce or Energy Departments, we should not 

 

-4
0

-2
0

0
20

40
60

C
ha

ng
e 

in
 P

ro
gr

am
 B

ud
ge

t F
Y 

20
03

 to
 F

Y 
20

04

0 20 40 60 80 100
Total Weighted Part Score      

     Figure   3      Impact of PART Score of FY 2004 Budget    



Does Performance Budgeting Work?    747 

lump them in with the core Democratic departments. 

Th us, in some models, we divided the Democratic 

department variable in two separate variables: one 

consisting of “core” Democratic departments and the 

other consisting of departments that the Republican 

Party has proposed eliminating. 

 With these caveats, we graphed the PART scores and 

proposed budget changes according to whether the 

programs were housed in departments typically associ-

ated with the Democratic Party’s political agenda 

(    fi gure   4). Th e PART scores appear to be more highly 

correlated with budget increases or decreases for more 

Democratic programs. Th is suggests that merit evalua-

tions may be more important for traditionally Demo-

cratic programs, whereas other program budgets are 

insulated from the infl uence of merit evaluations. 

 Another way to measure the political content of a 

federal program is to analyze the political environ-

ment at the time the program was established. Be-

cause programs begun under Democratic Congresses 

or Democratic presidents might exhibit characteristics 

that endear them to Democrats and not to Republi-

cans, we created dummy variables for  Democratic 

president  (0,1),  Democratic Congress  (0,1), and  unifi ed 

government  (0,1), as well as an interaction of these 

three variables (0,1). One shortcoming of these coarse 

measures of program content is that they do not cap-

ture bipartisanship in program support, subsequent 

program authorizations, or variation in ideology 

among politicians from the same party. 

 Prior budget support can be at least partly a measure of 

political favor. Programs that received larger increases 

from FY 2002 to FY 2003 are likely to be more favored 

by the administration than programs that received 

smaller raises or even cuts. Th erefore, we devised a 

second budget variable to measure the  percent budget 

change between the amount  appropriated in FY 2002 

and the amount requested by the president in FY 2003.  5   

 We shall proceed in three stages: Th e fi rst stage is a 

regression analysis that investigates the role of PART 

scores and other political variables on budget alloca-

tions. Second, because PART scores may have been 

partially determined by political factors, such as party 

control at the time of a program’s creation, it is 

 possible that the observed infl uence of PART scores 

on the budget was actually a function of political 

considerations. We estimated a model of FY 2004 

budget change with two-stage least squares. Th e third 

stage examines whether PART scores were used 

in an impartial manner. To accomplish this, we 

 estimated the regression models separately for 

 programs in traditionally Democratic departments 

and for all other programs.  

  Results 
 Th e fi rst set of models, shown in  table   1 , uses ordinary 

least squares regression to assess the infl uence of vari-

ous factors on budget allocations in simple models 

without controls. In all models, the dependent vari-

able is the change in the OMB’s recommended levels 

from FY 2003 to FY 2004. Th e mean budget change 

was 3.6 percent and the standard deviation was 11.3. 

Th e largest changes in the sample, after excluding 

outliers, were a decrease of 42 percent and an increase 

of 49 percent. We report robust standard errors and 

indicate signifi cance at standard levels in one-tailed 

tests because we have directional hypotheses about the 

impact of both merit and political factors on budgets.  6   

 One key fi nding is that the PART score variable has a 

positive coeffi  cient and is statistically signifi cant in all 

models. Th is suggests, at least preliminarily, that merit 
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did play a role in the determination of program 

 budgets. Not surprisingly, the political content of the 

programs appears to have infl uenced the proposed 

budgets. Th e Democratic department variable was 

negative and statistically signifi cant in the models. 

Breaking the Democratic department variable in two 

produced modest changes. In one model, the variable 

for departments proposed for elimination had a larger 

coeffi  cient than the variable for core Democratic 

departments, and in another, they were nearly identi-

cal. Th e variable measuring budget change from FY 

2002 to FY 2003 also had a positive sign and was 

marginally signifi cant. Using the political confi gura-

tion at the time a program was created to assess its 

content produced more ambiguous results. Th e esti-

mates themselves suggest that programs established 

under unifi ed Democratic control received systemati-

cally lower budgets. In divided government (defi ned 

as anything other than unifi ed governance), the 

 presence of a Democratic president or a unifi ed 

 Democratic Congress decreased a program’s budget. 

Surprisingly, however, programs created under unifi ed 

Republican control fared as poorly as those created 

under unifi ed Democratic control and worse than 

those created under divided government. A closer 

examination of these programs revealed that 18 

 programs were established under unifi ed Republican 

control. Of these 18 programs, fi ve dated to the 

Civil War or Reconstruction periods. Interestingly, 

three programs in the model were initiated in 2001, 

and of those, two received either no increase or a 

budget cut. 

 Th is analysis, which does not consider possible politi-

cal infl uences on PART scores, indicates that PART 

scores have a real impact on budget allocations, as do 

other political factors, such as Democratic department 

and budget change. Measures of program political 

content based on party control of the branches of 

government provided more ambiguous results. 

 Had we performed this analysis with the excluded 

outlier cases, the results would have been diff erent. Th e 

coeffi  cient for the PART score variable would have 

been larger, and the Democratic department variable 

would still have been negative but not statistically 

signifi cant. Th e variable for budget change in FY 2003 

would have had a negative sign. Th us, the fi nding that 

programs housed in Democratic departments received 

less funding is contingent on excluding outliers. 

 Using the coeffi  cients in model 1, we can estimate the 

impact of changes in some of the independent variables 

on budget allocations. Th e Democratic  department 

variable had a coeffi  cient of  – 3.5 or  – 4.4, meaning that 

all else being equal, a program in one of the Democratic 

departments would have received between 3.5 percent 

and 4.4 percent less than a program in another depart-

ment. Th e PART score variable had a coeffi  cient of 0.08 

to 0.12, depending on the model. An increase from one 

standard deviation  below the mean to one standard 

deviation above the mean (an increase of 33.6 points on 

the PART scale) would correspond to an increase in 

program budget of 2.7 percent to 4.0 percent. 

 Th e models in  table   1  did not control for other factors 

whose omission from the regressions might have 

biased the estimates of those variables we care about. 

In     table   2, we reestimated the models with appropriate 

controls. In particular, we included three types of 

controls. First, we controlled for program age; older 

programs should demonstrate less budget volatility 

and have had to survive multiple authorizations, 

 implying a level of political support. Th e average 

program was 35 years old (SD   =   32); the youngest 

was established in 2001 and the oldest in 1802 

 (patent and trademark programs). 

     Table   1      Models of Fiscal Year 2004 Program Budget Increases or Decreases       

  Merit    
  PART score  0.08 **  (0.04)  0.08 (0.04)  0.08 **  (0.04)  0.12 **  (0.04)  0.11 **  (0.04)  0.11 **  (0.04) 
  Political content of program    
  Housed in Democratic 
  department (0,1) 

 −3.46 **  (1.62)   —   —    —   −4.39 **  (1.69)   —  

  Housed in core Democratic 
  department (0,1) 

  —   −1.62 (1.71)   —    —    —   −3.87 **  (1.87) 

  Housed in department 
  proposed for closing by 
  Republicans (0,1) 

  —   −5.27 ** (1.92)    —    —    —   −4.98 **  (1.80) 

  Percent increase in FY 
  2003 budget 

  —    —  0.11 *  (0.08)   —   0.10 *  (0.08)  0.10 (0.08) 

  Democratic president (0,1)   —    —   —   −3.26 (3.33)  0.31 (2.89)  0.30 (2.90) 
  Democratic Congress (0,1)   —    —   —   −5.42 **  (2.84)  −0.99 (2.07)  −0.96 (2.05) 
  Unifi ed government (0,1)   —    —   —   −5.89 **  (3.19)  −3.52 *  (2.45)  −3.36 (2.48) 
  Interaction (0,1)   —    —   —   7.73 (6.15)  1.75 (4.73)  1.70 (4.71) 
  Constant  0.64 (3.13)  0.39 (3.10)  −1.03 (2.37)  1.82 (3.51)  1.38 (2.66)  1.39 (2.64) 
 Number of observations  205  205  189  174  161  161 
  R   2   0.04  0.05  0.04  0.06  0.12  0.13 

   Note:   **  signifi cant at the .05 level in one-tailed test ;   *  signifi cant at the .10 level in one-tailed test. Robust standard errors reported.        
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 We also included indicator variables for the type of 

program. Patterns of budgeting vary according to 

what programs do. Th at is, block grant programs may 

be evaluated in systematically diff erent ways from 

regulatory or direct federal programs. To account for 

these diff erences in program type, we included 

dummy variables for each type — competitive grant, 

block/formula grant, regulatory, capital assets and 

service acquisition, credit, direct federal, and research 

and development programs.  7   

 Similarly, we included fi xed eff ects for the depart-

ments housing the programs. Each department has a 

unique history, context, and relationship with con-

gressional committees, as well as a political bent that 

can aff ect the budgeting for specifi c programs. In 

particular, diff erent departments may have systemati-

cally larger or smaller budget constraints aff ecting 

program budgeting decisions that have nothing 

to do with the programs themselves. 

 Th e models in  table   2  generally confi rm the results 

reported in  table   1 . Importantly, merit evaluations 

continued to have a signifi cant impact on the FY 

2004 budget proposal, about the same magnitude as 

the larger eff ects reported in  table   1 . Th e coeffi  cient 

indicating that a program was housed in a tradition-

ally democratic department was larger, indicating that 

such programs received 12 percent to 13 percent 

smaller budget changes than programs in other 

 departments.  8   Th e coeffi  cient for budget change in 

FY 2003 was still positive and large, but the standard 

error was a bit larger than it was in  table   1 . Th e 

 variables accounting for partisan composition at 

the time of a program’s inception followed the same 

pattern as in  table   1 . 

 In the next step, a two-stage analysis was used to 

ascertain the extent to which (if at all) the political 

infl uences on PART scores undermined the fi nding 

that merit infl uences budget allocations. Th e fi nding 

that merit, in the form of PART scores, has an eff ect 

on budget choices might be the result of political 

infl uences on the PART scores. Elsewhere, we found 

that PART scores were infl uenced by the party of the 

president at the time a program was fi rst created 

( Gilmour and Lewis 2006 ), with programs created 

under Republican presidents getting scores about 

5.5 points higher than programs created under 

 Democratic presidents. It follows that the increase 

in budgets we observed for programs with higher 

PART scores might actually be the result of 

political infl uences on the PART scores. We used a 

two-stage regression analysis to solve this puzzle. 

 We reestimated the models from  table   2  with two-

stage least squares. Th e system of equations estimated 

both the PART score and the size of the proposed 

budget change. To estimate such a system of equa-

tions, we needed to include appropriate instruments 

or variables that would infl uence the PART score 

but not the proposed budget change directly. We 

included indicators for programs administered by 

political appointees, programs administered by 

 commissions, and programs whose managers serve for 

fi xed terms, all variables used to estimate models of 

PART scores in  Gilmour and Lewis (2006) .  9   We 

report only the second-stage estimates in     table   3, but 

we note that, apart from the instruments, none of the 

variables were successful in estimating the PART 

scores. Th e signs on the political factors were correctly 

signed and occasionally close to signifi cance but not 

systematically so. 

 Th e most easily identifi able diff erence between the 

estimates in  table   2  and those in  table   3  is the sign and 

signifi cance of the coeffi  cients for PART scores. In the 

two-stage least squares, the coeffi  cients were negative 

and insignifi cant, whereas they were positive and 

     Table   2      Models of Fiscal Year 2004 Budget Increases or Decreases       

  Merit    
  PART score  0.11 **  (0.05)  0.11 **  (0.04)  0.12 **  (0.05)  0.12 **  (0.04) 
  Political content of program    
  Housed in Democratic department (0,1)  −12.89 **  (5.15)   —    —   −12.27 **  (4.37) 
  Percent increase in FY 2003 budget   —   0.11* (0.08)   —   0.10 (0.08) 
  Democratic president (0,1)   —    —   −3.78 (3.25)  −1.20 (2.62) 
  Democratic Congress (0,1)   —    —   −5.99 **  (2.89)  −2.38 (2.10) 
  Unifi ed government (0,1)   —    —   −7.42 **  (4.00)  −5.51 **  (3.29) 
  Interaction (0,1)   —    —   9.86 *  (6.26)  6.16 (5.10) 
 Other   
  Age of program  −0.05 *  (0.03)  −0.04 *  (0.03)  −0.04 (0.05)  −0.02 (0.04) 
  Constant  11.67 (8.74)  −2.57 (4.15)  5.29 (6.09)  9.48 **  (5.42) 
 Include program fi xed effects  Yes  Yes  Yes  Yes 
 Include department fi xed effects  Yes  Yes  Yes  Yes 
 Number of observations  176  163  174  161 
  R   2   0.20  0.26  0.23  0.27 

   Note:  ** signifi cant at the .05 level in one-tailed test ;  * signifi cant at the .10 level in one-tailed test. Robust standard errors reported. 
Coeffi cients for program and department fi xed effects were excluded to make the table manageable. These estimates are available 
from the authors upon request.        
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signifi cant in the previous models. Two explanations 

are that (1) the PART scores were politicized and the 

merit component of the scores had little eff ect on the 

budget, or (2) our estimates are fl awed, perhaps 

 because of the diffi  culty of measuring the political 

components of programs. We have no way of 

 distinguishing between these possibilities. It is also 

possible that merit matters for some programs but not 

for others and that lumping them all together muted 

the true impact of merit. It is to this third possibility 

that we now turn. 

 In a politicized usage, PART scores might be used in 

evaluating programs that the administration does not 

view favorably, whereas other programs could be 

insulated from performance information. To test the 

hypothesis that PART scores might be used to evalu-

ate Democratic but not Republican programs, we 

estimated the models discussed previously but sepa-

rated programs in Democratic departments from the 

rest. Th e results were strikingly diff erent for the two 

models: For the programs in Democratic departments, 

the budget change variable and the PART score were 

both positive and statistically signifi cant. In the model 

for programs in non-Democratic departments, how-

ever, the PART score variable was negative. Th e FY 

2003 budget change variable was close to 0 and insig-

nifi cant. Th is indicates that evaluations of manage-

ment quality matter for programs traditionally 

supported by Democrats but less so for 

Republican programs.  10   

 Not surprisingly, political considerations and merit 

infl uence budget proposals for federal programs, 

although in a nuanced way. Neither the administra-

tion nor anyone else has argued otherwise. Th e 

 administration has claimed all along that it would use 

the PART scores to determine budget increases and 

decreases but that some programs that are well man-

aged may be cut and some that are poorly managed 

may receive increases. Interestingly, however, merit 

evaluations appear to matter more for programs in 

traditionally Democratic departments.  

  Conclusion 
 Despite spreading enthusiasm for performance bud-

geting at the federal, state, and local levels of govern-

ment in the United States, signifi cant problems limit 

its implementation. Th e most important of these is 

the impossibility of devising an automatic or impartial 

means of translating performance information directly 

into budgeting allocations. A program that is 

 performing poorly might perform better if given 

additional resources, whereas another very successful 

program may need no more than its current alloca-

tion. A number of factors, among them political 

 preferences, could easily interfere with the translation 

of measures into budget recommendations. An 

 additional diffi  culty is that if the measurement 

process itself is not neutral, political considerations 

may warp the assessments, as well as their application. 

In practice, performance budgeting may refl ect 

merit no more than traditional budgeting. 

 In a limited yet still important way, PART scores 

infl uence the OMB’s budgetary allocations. Given the 

overwhelming importance of politics in making bud-

gets, it is signifi cant that PART scores have some 

impact. Despite this success, it is discouraging that the 

impact of PART is limited to Democratic programs. 

Advocates of Democratic Party budgetary goals can 

take some solace in these fi ndings. Th ey should expect 

that a Republican administration will reduce funding 

for programs that Democrats care about. Predictably, 

programs housed in Democratic departments re-

ceived, on average, increases of 1.8 percent, compared 

     Table   3      Two-Stage Least Squares Models of Fiscal Year 2004 Budget Increases or Decreases       

  Merit    
  PART score  −0.07 (0.17)  −0.06 (0.12)  −0.09 (0.15)  −0.08 (0.13) 
  Political content of program    
  Housed in Democratic department (0,1)  −13.10 **  (7.33)   —    —   −17.18 **  (6.03) 
  Percent increase in FY 2003 budget   —   0.10 (0.09)   —   0.09 (0.09) 
  Democratic president (0,1)   —    —   −5.27* (3.87)  −2.60 (3.04) 
  Democratic Congress (0,1)   —    —   −7.27 **  (3.26)  −3.63 *  (2.30) 
  Unifi ed government (0,1)   —    —   −9.62 **  (5.11)  −7.83** (3.76) 
  Interaction (0,1)   —    —   12.68 **  (7.60)  8.94 *  (5.80) 
 Other   
  Age of program  −0.040 *  (0.03)  −0.03 (0.03)  −0.00 (0.05)  0.01 (0.04) 
  Constant  22.49 **  (12.85)  17.46 (9.92)  31.20 (13.07)  22.24 (10.37) 
 Include program fi xed effects  Yes  Yes  Yes  Yes 
 Include department fi xed effects  Yes  Yes  Yes  Yes 
 Number of observations  165  156  163  154 
 Adjusted  R   2   0.16  0.22  0.19  0.22 

   Note:  ** signifi cant at the .05 level in one-tailed test ;  * signifi cant at the .10 level in one-tailed test. Robust standard errors reported. 
Instrumented variable: PART Score. Instruments: political appointee manager, commission, fi xed term for appointee. Coeffi cients for 
program and department fi xed effects were excluded to make the table manageable. These estimates are available from the authors 
upon request.        
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with 5.6 percent for other programs. Th e diff erential 

use of PART scores suggests that reduced funding for 

Democratic programs is at least being allocated in an 

effi  cient manner that will generate the most benefi t 

for the money. 

 Although this paper has reported only a very modest 

connection between measured performance and 

budget decisions by the OMB, the impact on appro-

priations may be smaller still. Th is paper assessed the 

impact of PART scores only on OMB recommenda-

tions, not actual appropriations. It is likely that the 

impact of PART scores will be further attenuated as 

the president’s budget is considered in Congress. As of 

July 2003, indications were that staff  members of the 

appropriations committees in Congress had little 

understanding or awareness of PART scores and little 

interest in them ( Gruber 2003 ). Th e OMB may be 

able to persuade congressional committees to take 

performance evaluation seriously, but the committees 

may also choose to disregard this kind of performance 

information and rely on other criteria in formulating 

appropriations bills. 

 Th e results of this research bear out the diffi  culties 

of introducing performance-based budgeting. Th e 

ordinary least squares regression analysis reported in 

  tables   1 and 2  shows that PART scores had an impact 

on budget choices, but the two-stage analysis in 

  table   3  shows that, after controlling for political infl u-

ences on PART scores, they had no discernable impact 

on the budget. But political factors did have a signifi -

cant impact in both the one-stage and two-stage anal-

yses. Th e disparity between the fi ndings in  tables   1 

and 3  is at least partly resolved by     table   4, which 

shows that PART scores infl uenced budget allocations 

for programs housed in Democratic departments but 

not other programs. Th is last fi nding underscores the 

diffi  culty of using performance information in an 

impartial way. It appears to be easier to implement 

performance budgeting with programs that one does 

not support.    
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  Notes 
    1.    See OMB (2002, 2003).  

    2.    Budget change is calculated as 

[(FY 2004 − FY 2003)/FY 2003] * 100.  

    3.    In an analysis in which we used a logged budget 

variable, including outliers but excluding cases 

with negatives increases (or cuts), the fi ndings 

were not diff erent from those reported here.  

    4.    Th is amounts to excluding all cases in which the 

one-year change was greater than 80 percent. We 

estimated all of the models in which the one-year 

change was greater than 70 percent, 60 percent, 

and 40 percent. In general, these models 

confi rmed (with some variation) what is reported 

here and available from the authors.  

    5.    Because President Clinton proposed the FY 2002 

budget in January 2001, the FY 2003 budget was 

the fi rst put together by the Bush administration.  

    6.    We report robust standard errors because a 

Breusch-Pagan test indicated that we could reject 

the null of constant variance (  p    <   0.00).  

    7.    See OMB (2002).  

    8.    Th e two alternate measures of the Democratic 

department variable produced nearly identical 

results in the models of  table   2  and therefore are 

not reported here. Th e same is true for the results 

in  table   3 .  

     Table   4      Two-Stage Least Squares Models of Fiscal Year 2004 Budget Increases or Decreases       

    Democratic Departments    Other Departments  

  Merit    
  PART score  0.23 **  (0.11)  0.18 *  (0.11)  −0.30 *  (0.21)  −0.24 (0.28) 
  Political content of program    
  Percent increase in FY 2003 budget  0.10 *  (0.07)  0.11 *  (0.07)  0.03 (0.15)  −0.03 (0.15) 
  Democratic president (0,1)  −0.79 (2.49)  −1.40 (2.23)  1.52 (9.29)  −4.05 (9.41) 
  Democratic Congress (0,1)  −0.98 (2.25)  −1.66 (1.88)  −1.99 (4.28)  −8.72 (6.68) 
  Unifi ed government (0,1)  −6.18 **  (2.80)  −7.98 **  (2.67)  −0.58 (6.03)  −5.84 (7.31) 
  Interaction (0,1)  4.58 (4.80)  6.57 *  (4.40)  −1.23 *  (12.32)  14.08 (16.78) 
 Other   
  Age of program  −0.01 (0.03)  0.01 (0.03)  0.00 (0.07)  −0.05 (0.09) 
  Constant  9.34 *  (6.29)  −8.06 (7.84)  26.14 **  (13.37)  35.01 (26.70) 
 Include program fi xed effects  No  Yes  No  Yes 
 Include department fi xed effects  No  Yes  No  Yes 
 Number of observations  87  87  67  67 
 Adjusted  R   2   0.20  0.39   —   0.20 

   Note:  ** signifi cant at the .05 level in one-tailed test ;  * signifi cant at the .10 level in one-tailed test. Robust standard errors reported. 
Instrumented variable: PART Score. Instruments: political appointee manager, commission, fi xed term for appointee. Coeffi cients for 
program and department fi xed effects were excluded to make the table manageable. These estimates are available from the authors 
upon request.        
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    9.    Although an argument could be made that the 

factors included here may have infl uenced budget 

change directly, we think they are appropriate 

instruments. First, if modeling change in the 

proposed budget for its own sake, we would be 

unlikely to think of any of these variables as being 

important determinants of budget decisions (see, 

however, McCarty 2004). Second, any eff ect 

these variables might have on the budget is likely 

to be channeled through their impact on manage-

ment. If commissions historically receive smaller 

budgets, for example, it is likely because of 

frequent criticisms about management and 

planning ( Arnold 1998 ). Th ird, we note that 

none of the variables had a coeffi  cient distin-

guishable from zero in bivariate regressions on the 

dependent variable. Finally, the dependent 

variable we modeled is a diff erence, and the 

impact of the factors that we included should 

more proximately aff ect the budget level rather 

than the change from year to year. McCarty 

(2004) argues that programs that are insulated 

from presidential control (by devices such as fi xed 

terms) are likely to receive higher budgets than 

uninsulated programs. However, in his model, 

these factors infl uenced the budget decisions of 

Congress rather than the president. It is not clear 

how the degree of independence from the 

president aff ects presidential budget requests. 

One could speculate that programs that are 

insulated from presidential control receive lower 

presidential requests than other programs because 

the president has less infl uence. However, 

congressional response could mitigate this eff ect. 

Th erefore, it is unclear whether organizational 

structure has any direct and systematic infl uence 

on program budgets.  

   10.    Th is also appeared to be true when we defi ned 

Democratic departments diff erently. When we 

reestimated the models in  table   4  with diff erent 

defi nitions of Democratic department, the results 

were close to those reported in  table   4 . One 

diffi  culty with reestimating these models, 

however, is that the new defi nitions decreased the 

sample size for the Democratic department 

regressions to 47 and 40 programs, respectively. 

In all cases, the coeffi  cient on PART scores was 

positive (as expected) and in some cases larger 

than the coeffi  cients reported in  table   4 . Not 

surprisingly, however, reducing the sample size 

from 87 to 47 increased the size of the standard 

errors. When Democratic department was 

defi ned as departments targeted for termination 

by Republicans (Education, Energy, and 

Commerce), the PART score coeffi  cient was 

signifi cant at the .05 level or .10 level and larger 

than those in  table   4 . When Democratic department 

was defi ned as the EPA, HHS, HUD, and Labor, 

the coeffi  cient was positive but smaller and 

insignifi cant.   
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