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Effective Popular

Financial Reports:
The Citizen Perspective

By: Juita-Elena (Wie) Yusuf, Ph.D.,
and Meagan M. Jordan, Ph.D.




Popular financial reports (PFRs) are
defined as financial reports targeted at
public stakeholders (e.g,, citizens, busi-
nesses and community groups) who
lack a background in public finance
but who need or desire a less detailed
overview of the government’s finan-
cial activities. The PFR’s purpose is to
facilitate public stakeholders’ under-
standing of their government’s finan-
cial activities.!

Popular reports are issued by many
state and local governments in the
United States and take a variety of
forms: the popular annual financial
report, citizen-centric report, budget
summary, budget-in-brief, report of
efforts and accomplishments, corpo-
rate-style annual report or state-of-the-
government report.> The reports are
critical for transparency and account-
ability; yet little research has been
done on their effectiveness.

There are several measures of PFR
effectiveness, representing different
perspectives. For example, reflecting
a citizens or public perspective, Sharp
et al. suggested that “[tlhe measure
of success is whether citizens get the
message.” To better understand what
citizens expect in terms of effective
use of popular reporting to provide
government financial information,
the Governmental Accounting Stan-
dards Board (GASB), through the
2011 Gil Crain Memorial Research
Grant, supported research to answer
the question: What makes a popular
financial report effective from a citi-
zen’s perspective?

The process used to answer this
question obtained citizen input
regarding need for government finan-
cial information, the types of financial
information sought, the frequency
and timing of information needs, the
format for presentation and the ways
through which citizens would like
information to be made available.
Citizen input on these key issues is an
important precursor for defining the
effectiveness of popular reporting as
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a tool for transparency and account-
ability. This process resulted in a
definition of effective popular reports,
including criteria of effectiveness that
will be useful to state and local gov-
ernment officials interested in prepar-
ing and distributing popular reports.

The Process: Obtaining
Citizen Input

Obtaining citizen input on popu-
lar reporting involved a qualitative
research methodology combining
citizen focus groups (with small-
group polling) and a student labora-
tory. First, citizen focus groups and
polling within the focus groups were
used to obtain citizen perceptions
regarding popular financial report-
ing, including the definition and
characteristics of effective popular
reports. These focus groups, involv-
ing members of area Civic Leagues,
were structured around a discus-
sion of citizen perceptions on spe-
cific aspects of popular reporting,
followed by polling of focus group
participants regarding the discus-
sion results. Four broad topics were
discussed in the focus group: (1)
knowledge of government financial
information; (2) the importance of
government financial information;
(3) the relevance of different types
of government financial informa-
tion; and (4) access and distribution
of government financial information.
The discussion resulted in a list of
key elements or criteria of effective-
ness that focus group participants,
through small group polling, rated.

Based on the results of the focus
group and small-group polling, a pro-
totype popular report was developed
for evaluation in a student laboratory
setting. Undergraduate and graduate
students were shown the prototype
and asked specific questions about the
content, design, readability, relevance
and other criteria of effectiveness
identified in the focus groups.

The Preliminary Results:
Citizens’ First Thoughts on
Effectiveness

The first step for focus group par-
ticipants was to discuss their aware-
ness and knowledge of government
financial information. While most
respondents expressed the impor-
tance of and need for citizen access
to government financial informa-
tion, few responded as being “well
informed” regarding their govern-
ment’s finances. More than 80 percent
(of the 41 participants) agreed that it
was important or very important for
citizens to have access to government
financial information. But only about
22 percent felt well informed or very
well informed regarding their gov-
ernment’s finances.

When asked to discuss the types
and content of information that citi-
zens would be interested in obtain-
ing from local governments, focus
group participants tended to focus
on the bigger picture and not just on
the dollars and cents. The overarch-
ing theme was that the information
provided should be made relevant to
the citizens and put into context so
that citizens can understand how it
relates to them. This relevance and
context could be linked to government
performance, either in terms of effi-
ciency, outcomes, benefits and costs, or
through trend analysis, comparison to
benchmarks, or comparison to neigh-
boring cities. The focus group discus-
sion also emphasized the importance
of highlighting the impact on citizens.
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When they discussed needs for
specific types of information, focus
group participants expressed con-
cern more with the government’s
sources of revenues than its expendi-
tures. In terms of revenues, the focus
was on the major sources — particu-
larly property tax. Focus group par-
ticipants also exhibited interest in
information with a macro-level and/
or longer-term perspective, includ-
ing economic forecasts and future
challenges.

The discussion of access and dis-
tribution was an important compo-
nent of the conversation. Participants
identified accessibility and target-
ing a wide citizen audience as two
elements of effectiveness. There
was agreement that distribution in
electronic format, such as through
e-mail or by posting to the govern-
ment’s website, would be the most
convenient method for citizens.
However, concerns for wider distri-
bution — beyond those citizens with
access to e-mail and the Internet —
prompted some focus group partici-
pants to support the use of printed
reports that could be made available
in physical government document
repositories, such as public libraries,
in addition to being mailed to citi-
zens and area businesses.

Three themes related to design and
format were important to the groups
when considering a report targeted to
citizens: (1) keeping it short, (2) mak-
ing it readable for the average citizen,
and (3) giving it visual appeal. There
was strong agreement that a report
must be short (8 pages maximum)
and that follow-up options and infor-
mation should be provided for those
citizens who want more in-depth
information.

In terms of readability, focus group
participants agreed that the report
would be neither helpful nor of inter-
est to citizens if written at a level not
appropriate for the average citizen.
There was general agreement that
appropriate should be defined as
newspaper-level readability, which is
lower than the 10th-grade readability
level identified in a previous analysis
of sample of popular reports using
criteria of fiscal transparency:* Focus

46 JOURNAL OF GOVERNMENT FINANCIAL MANAGEMENT

0

group participants also wanted the
report to be written in an engaging
way, “talking to” instead of “talking
at” citizens. Participants expressed
concern that reports would have finan-
cial and accounting terms that citizens
might find new and confusing. They
suggested that care should be taken
to define and explain these terms to
ensure that citizens are not deterred
by technical jargon and terminology.

As for visual appearance and
being “easy on the eyes,” focus group
discussion identified several criteria,
including the use of: (1) visual aids
such as tables, figures and pictures
where possible to convey information
in lieu of text, (2) white space and (3)
legible text sizes.

The discussion of effective popu-
lar reports also raised the issue of the
timeliness of information and report
issuance. Focus group participants
expressed that government has been
lax in providing them with informa-
tion at the time it would be most use-
ful. Some participants noted that by
the time information is made avail-
able to citizens, it is often dated and
no longer useful for citizen action.

The Prototype Popular
Report: Refining Criteria
for Effectiveness

Based on results of the focus
groups, a prototype popular report
was developed that incorporated
elements of effective popular reports
identified by focus group partici-
pants. In addition, the prototype
popular report was designed to meet
the fiscal transparency criteria iden-
tified in the content analysis of pop-
ular reports conducted by Dr. Jordan
and her colleagues.® The sample
popular report was seven pages in
length; was written at the 10th-grade
reading level; defined key terms and
acronyms; included charts, tables
and pictures; included a table of con-
tents on the front page; included the
city’s vision; used font size 10 point
and higher; and attempted to maxi-
mize white space as much as possi-
ble. The sample report also provided
contact information for the city’s
finance department and directions
to access the Comprehensive Annual
Financial Report.

The prototype report included
the following categories of informa-
tion: revenues and major taxes, with
specific focus on the property tax;
expenditures; review of the economy
and economic forecasts, including a
description of the city’s efforts to plan
for the future; information about city
government structure; summary of
key capital projects; summary of city
highlights; and discussion of debt,
costs of debt service and credit rat-
ing. For relevance and context, data
was presented for both current and
previous years, in per capita form, and
benchmarked to neighboring cities.

Seventy-five students participated
in the student laboratory. They were
given the prototype report and
answered questions about the effec-
tiveness of the report as a tool for
informing citizens of their govern-
ment’s finances. In terms of overall
effectiveness regarding educating and
explaining key elements of the city’s
finances, the majority of students per-
ceived the sample report to be effec-
tive in achieving the two goals (80
percent and 78 percent, respectively).
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Student participants were also asked
to rate how effective different types of
information (included in the sample
popular report) were at explaining
the city’s finances. Information about
sources of revenue received the high-
est effectiveness rating, followed by
information about expenditures and
the cost of services and then by infor-
mation about capital projects and capi-
tal expenditures.

When asked about the importance
of the visual layout for understanding
the city’s finances, nearly 80 percent of
students responded that it was some-
what or extremely important. Looking
at how design or structure elements
contributed to the effectiveness of the
sample popular report in presenting
financial information, participants
reported that the use of tables, figures
and photographs or images were the
most useful in enhancing report effec-
tiveness. Defining key terms was also

useful, yet use of technical jargon was
not seen as a major barrier to effec-
tiveness. Report length, use of trend
analysis and readability were cited by
more than 60 percent of respondents
as being useful in effectively present-
ing financial information.

Participants in the student labo-
ratory reported that the prototype
report was appropriate both in terms
of length and readability. The sample
report, at 7 pages, was deemed “just
right” by more than half of respon-
dents. And, in terms of readability,
more than half of respondents called
the reading level “just right.”

Student laboratory participants
were asked to rate the relevance of
the report to them as residents of the
city. Students overwhelmingly found
the report to be relevant to them as
residents. More than half — 52 percent
- found it “extremely relevant,” and
32 percent found the report “some-

what relevant.” In terms of subsequent
impact of the report, more than half of
the students agreed that they would
seek out the report if it was issued by
their city, and almost 90 percent said
they would read the report if it was
issued by their city. Finally, 72 percent
said they would recommend the pop-
ular report to others, and 57 percent of
students agreed that the information
provided in the popular report would
affect their level of engagement with
their local government.
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The Definition: Effective
Popular Reports

Focus group and student labo-
ratory results were integrated to
develop a preliminary list of criteria
of effective popular financial reports.
These criteria were combined with
the fiscal transparency indicators
identified in the earlier study by Jor-
dan et al.® to arrive at a more compre-
hensive approach to defining popular
financial report effectiveness from
the citizens” perspective. The result
was a definition of effective popular
reports as short, visually appealing
and timely, providing financial infor-
mation relevant to citizen interests
and concerns including broad com-
munity issues and are widely distrib-
uted and made accessible to citizens.
The elements of this definition are
summarized in Figure 1.
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Definition: Effective popular reports are short, visually appealing and timely, providing financial information

relevant to citizen interests and concerns including broad community issues and are widely distributed and

made accessible to citizens.

Provides Relevant
Financial Information

— Provides timely information

Accessible and

Comprehensible

Accessibility
— Made available in electronic

Visually Appealing
Design and Layout

Short length

Community-oriented

— Addresses broader
non-financial issues

Includes table of contents

— Provides information on

revenues and major taxes

Provides information on
expenditures and cost of
government services

Provides information on cost
and impact of “big ticket”
capital projects

Provides information on
amount, cost and affordability
of debt

Focuses on government
outcomes and performance

Addresses issues that are
visible and tangible to citizens

Contextualizes the data
through trend analysis,

per capita information,
benchmarks and comparisons
to other cities

format on government'’s
website

— Printed copy made available
in public libraries and other
government repositories

— E-mailed or mailed to citizens
upon request

— E-mailed or mailed to local
businesses

Comprehension and
Understandability
— Includes definition and
explanation
of terms and acronyms

— Avoids technical jargon

— Written at newspaper reading

level7
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— Uses photographs and other
graphics for non-financial

Uses white space
Uses legible font size

Uses tables and charts for
financial information

and concerns

— Focuses on both current and
long-termissues

— Provides city contact
information and instructions
for obtaining follow-up or
more in-depth information

— Includes community
information
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