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P E  FINANCIAL MANAGEMENT SCENE, 1 9 6 9 3  

We are meeting a t  a time when the  need for  g rea t e r  understanding 

of t h e  importance of improved financial management t o  the  Federal 

Government probably was never g rea t e r .  

ment for more e f f e c t i v e  and expanding se rv ices  i n  near ly  every a rea  

of o u r  soc ie ty  probably have never been heavier  and these  demands, 

l a rge  as they are, are c e r t a i n  t o  increase i n  the  years  immediately 

ahead. Our system o f  apportioning t h e  tax dol lar--our  system, i n  

o t h e r  words, of determining p r i o r i t i e s - - i s  being questioned by 

a r t i c u l a t e  groups i n  and out  of Washington. Across the  Government, 

from t h e  White House t o  t h e  Congress, t h e r e  i s  increasing awareness 

t h a t  improved f i n a n c i a l  management is  needed--and urgent ly  needed. 

The demands upon the  Govern- 

A l l  of  t h i s ,  of course,  is not  news t o  you members of t h e  Federal 

Government Accountants Association. 

day i n  these  matters. 

the needs are f o r  solving them, and what t h e  more obvious d i f f i c u l t i e s  

are t h a t  must be surmounted. Most o f  these  problems, needs, and 

d i f f i c u l t i e s  come under t h e  broad heading t h a t  I w i l l  c a l l  "the 

f i n a n c i a l  management scene, 1969.'' Financial  management i s  a t  the 

You are deeply enmeshed every 

Most of you know what t he  problems a r e ,  what  

3 



core o f  t h e  quest ion of determining na t iona l  p r i o r i t i e s .  

and parce l  of t he  need f o r  developing b e t t e r  information on which 

these  determinations a r e  based. 

I t  i s  p a r t  

The se l ec t ion  of sub jec t s  which you w i l l  be discussing i n  the  

technica l  sess ions  o f  t h i s  symposium i n  t h e  next t h ree  days ind ica t e s  

t h a t  t h e  Federal Government Accountants Association i s  very much 

aware of these  challenges.  

quently,  w i l l  be a s t imula t ing  and f r u i t f u l  experience f o r  a l l  

pa r t i c ipa t ing .  

FGAA annual meeting a p a r t i c u l a r l y  important occasion. 

p a r t i c u l a r l y  pleased t o  be inv i ted  t o  p a r t i c i p a t e .  

I am ce r t a in  t h a t  t he  symposium, conse- 

The General Accounting Off ice  considers t h i s  yea r ' s  

We are 

When FGAA was organized i n  1950, it was bel ieved t h a t  an associa-  

t i o n  whose members were engaged i n  the  d a i l y  a c t i v i t i e s  o f  t h e  

Federal Government would be p a r t i c u l a r l y  well q u a l i f i e d  t o  support  t h e  

Government's f i nanc ia l  management e f f o r t s .  

growth i n  less than 20 years  from i t s  o r i g i n a l  40 members t o  almost 

7,000 today, coming from some 125 Federal agencies and major d iv i s ions  

throughout t h e  country r e f l e c t s  t h e  need €or such an assoc ia t ion  

and t he  v a l i d i t y  o f  t h a t  assumption. As a na t iona l  assoc ia t ion  

you provide a medium of profess iona l  communication on i s sues  and 

problems of f inanc ia l  management t h a t  is  v i t a l .  

attests t o  t h a t  f a c t .  

The rate of FGAA's 

This symposium 
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We hea r  t h e  tern "f inancial  management" used ex tens ive ly  and 

commonly i n  Government l i t e r a t u r e  and discussions as i f  everyone 

understood what t h e  tern means. I am not  su re  t h a t  t h i s  i s  so. 

For my purposes today I am using t h e  tern t o  mean t h e  methods and 

processes  by which the  Federal Government determines t h e  a l loca t ion ,  

and cont ro ls  t he  use o f ,  t h a t  p a r t  of t h e  gross  na t iona l  product 

which the  Federal Government preempts f o r  i t s  purposes. 

Where everyone looks, changes a r e  under way--in accounting 

systems, i n  budgetary p rac t i ces ,  i n  organiza t iona l  s t r u c t u r e ,  i n  

t he  way information of  a l l  kinds is  being gathered and analyzed-- 

changes t h a t  hopefully w i l l  r e s u l t  i n  improvements. 

because t h i s  i s  a per iod  i n  which we a r e  explor ing methods and pro- 

cedures i n  many areas t h a t  a r e  new t o  many o f  us. 

I say "hopefully" 

For example, new and improved c l a s s i f i c a t i o n  schemes are being 

developed f o r  f inanc ia l  information. 

when t h e  c l a s s i f i c a t i o n  of f inanc ia l  information f o r  planning- 

programming-budgeting purposes has not  been f u l l y  determined. 

happening a t  a time when t h e  Congress i s  considering a b i l l  which 

would d i r e c t  t h e  establishment o f  standard c l a s s i f i c a t i o n s  o f  Federal  

programs, a c t i v i t i e s ,  r e c e i p t s ,  and expenditures.  

This i s  happening a t  a time 

It  i s  

There a r e  many reasons €or t he  cur ren t  high l eve l  of a c t i v i t y .  

Most obvious is t h e  dramatic increase  i n  t h e  growth of t h e  Federal 

Government i t s e l f .  Federal ou t lays  have about doubled i n  10 years  

and it is  estimated t h a t  they w i l l  be about $193 b i l l i o n  f o r  f i s c a l  
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year  1970. 

t h e  requirements of nat ional  s ecu r i ty  and in t e rna t iona l  a f f a i r s ,  

t he  primary f a c t o r  being the  tremendous growth i n  t h e  population 

o f  t h e  United S ta t e s  accompanied by la rge  concentrat ions of t he  

population i n  urban areas .  

This increase  is a t t r i b u t a b l e  t o  many f ac to r s  besides  

The Federal Government has undertaken a mult i tude of  new 

programs i n  an e f f o r t  t o  relieve the  soc ia l  problems accompanying 

t h i s  dramatic change. 

o f  soc ie ty- - t ranspor ta t ion ,  housing, education, job oppor tuni t ies ,  

environmental po l lu t ion ,  law enforcement, and many o the r s ,  The 

p r o l i f e r a t i o n  of new programs, t he  expansion o f  old ones, and our  

deep involvement i n  world affairs have a l l  had a cumulative e f f e c t  

adding up t o  the  tremendous problems of  managing the  Government 

economically and ef€ec t ive ly .  

These programs have emphasized the  bas ics  

The need f o r  f inding b e t t e r  ways of  making decis ions with 

respec t  t o  a l loca t ion  of resources and the  necess i ty  f o r  con t ro l l i ng  

more e f f i c i e n t l y  the  flow o f  resources t o  t h e i r  ul t imate  r e c i p i e n t  

has caused concern among the  Government's managers from the  

Congress and t h e  President  on down. 

concerns, expressed i n  various ways, have been t r a n s l a t e d  or 

a r e  i n  the  process of  being t r a n s l a t e d ,  i n t o  plans o f  ac t ion .  

We a r e  a l l  aware t h a t  these 

Most of us here ,  of course,  a r e  familiar w i t h  those plans already 

t r a n s l a t e d  i n t o  ac t ion .  I r e f e r  t o  PPBS o r  t h e  Planning-Programming- 

-4- 



Budgeting System, t h e  r e s t r u c t u r i n g  of  t h e  Federal  budget as a conse- 

quence of t h e  recommendations of t h e  P r e s i d e n t l s  Commission on Budget 

Concepts, t h e  sharp  inc rease  i n  Federal  a i d  t o  s ta tes  and l o c a l  

governments, t h e  s tepped up improvement e f f o r t s  i n  department and 

agency account ing systems, and t h e  personal  i n t e r e s t  by Pres ident  

Nixon and €ormer Pres ident  Johnson i n  improvement i n  t h e  Government's 

f i n a n c i a l  management procedures.  

Let me review some of t hese  developments and comment on t h e i r  

effect on f i n a n c i a l  management a t  g r e a t e r  length .  

PLANNING-PROGWING-BUDGETING SYSTEM 

An innovat ion t h a t  caused much concern among a l l  managers, 

program as well as f i n a n c i a l ,  was t h e  in t roduc t ion  o€ t h e  planning- 

programming-budgeting system throughout t h e  Government. To r e f r e s h  

o u r  r e c o l l e c t i o n  on how PPBS came i n t o  being, i t  may be he lp fu l  

t o  h i g h l i g h t  i t s  h i s to ry .  

In  1949 t h e  first Hoover Commission recommended t h a t  t h e  budget 

should show what t h e  departments and agencies  were in tending  t o  

do-- that  i s ,  it recommended a budget based on programs o r  performance 

r a t h e r  than  on o b j e c t s  o r  expendi tures .  

In 1951 t h e  Bureau o f  t h e  Budget i s sued  i n s t r u c t i o n s  implementing 

t h i s  program f o r  budget p re sen ta t ions  and j u s t i f i c a t i o n s .  

In  1955 t h e  second Hoover Commission noted t h i s  development but  

recognized t h a t  t h e r e  had been l i t t l e  e f f e c t i v e  a c t i o n  i n  developing 
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t h e  c o s t  of programs. 

accrua l  accounting and cos t  budgeting f o r  t h i s  purpose. 

I t  recommended t h a t  a c t i o n  be taken t o  i n s t a l l  

In 1956 t h e  Budget and Accounting Procedures Act was amended t o  

s p e c i f i c a l l y  r e q u i r e  accrua l  accounting throughout t h e  Government. 

In  t h e  e a r l y  1960's came t h e  Bureau of t h e  Budget requirement 

o f  5-year p r o j e c t i o n s  from t h e  departments and agencies .  

In  1961 PPBS was adopted f o r  management o f  m i l i t a r y  programs 

i n  t h e  Department of Defense. 

In 1965 PPBS was extended by P res iden ta l  d i r e c t i o n  t o  2 2  

departments and major independent agencies  o f  t h e  execut ive  branch. 

In  1969 it i s  being extended t o  9 more independent agencies  

and commissions. 

Although t h e  b a s i c  concepts of  PPBS are no t  r e a l l y  new, i t s  

adopt ion Government-wide I s  new. 

and a f u r t h e r  e f f o r t  t o  make sys temat ic  a process  t h a t  has  been 

developing f o r  some 20  years .  

Generally,  PPBS is an e l abora t ion  

Bas ica l ly ,  t h e  o b j e c t i v e  of  PPBS is  a more sys temat ic  approach 

t o  t h e  problems o f  making dec i s ions  t h a t  management has always 

attempted t o  p r a c t i c e  i n  budgetary matters, t h a t  i s  t o  a l l o c a t e  

a v a i l a b l e  resources  as e f f i c i e n t l y  as p o s s i b l e  i n  achieving 

r e s u l t s  des i r ed .  

No easy g e n e r a l i z a t i o n s  can be made as t o  t h e  cu r ren t  s t a t u s  

o f  t h e  PPB system wi th in  t h e  execut ive branch o r  o f  i t s  inf luence  
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i n  t h e  budgeting process .  

a l l  agencies  o r  by t h e  Congress. 

make it f u l l y  e f f e c t i v e ,  most would agree t h a t  there i s  need f o r  

f u r t h e r  experience as well as changes i n  f i n a n c i a l  management 

p r a c t i c e s .  Analy t ica l  c a p a b i l i t y  has c e r t a i n l y  increased  and 

bene f i t - cos t  s t u d i e s  of  a l t e r n a t i v e s  have been made i n  most 

agencies .  However, a number o f  problems st i l l  e x i s t .  

PPBS has not  been accepted h e a r t i l y  by 

I ts  f u t u r e  is not  clear. To 

The first of t h e s e  i s  t h e  lack o€ a s u f f i c i e n t  number o f  

t r a i n e d  personnel competent t o  analyze i s sues  and program 

a l t e r n a t i v e s .  

i n s t i t u t e d  by t h e  C i v i l  Serv ice  Commission and elsewhere and 

through experience being gained by agency personnel  i n  t h e i r  

day-to-day work. 

Progress  has  been made through t r a i n i n g  programs 

A second problem i s  t h e  d i f f i c u l t y  o f  applying sys temat ic  

a n a l y s i s  t o  those  programs which are concerned with o t h e r  than pu re ly  

economic e f f i c i e n c y  as a goal--educat ion,  h e a l t h ,  s o c i a l  s e c u r i t y ,  

and so on. 

A t h i r d  problem, one which p a r t i c u l a r l y  concerned t h e  second 

Hoover Commission, i s  t h e  lack of information on t h e  c o s t  o f  programs. 

The accounting p r i n c i p l e s  and s tandards  i s sued  by us  €or t h e  

guidance of Federal agencies  require t h a t  agency accounting systems 

produce cos t  of performance da ta  i n  accordance with t h e  program 

s t r u c t u r e  adopted under t h e  PPB system. Most of t h e  account ing systems 



being submitted fo r  our review do include requirements of this kind, 

but I believe it is safe to say that there are few systems that 

really accomplish this purpose. 

PRESIDENT'S COMMISSION ON BUDGET CONCEPTS 

Turning to the budgetary field, the most recent changes of a 

major nature resulted from the recommendations of the President's 

Commission on Budget Concepts. You will recall that the Commission 

was established to recommend improvements in budgetary presentation 

which would advance both public and congressional understanding. 

The Commission made 13 major recommendations. 

The most important recornendation was that a unified summary 

budget statement be used to replace the then existing three or more 

competing concepts that were both confusing to the public and the 

Congress and deficient in certain essential characteristics. 

The recommendation having the greatest effect on the Federal 

financial community was that budget expenditures and receipts be 

reported on an accrual instead of a cash basis. This restructuring 

has resulted in unforeseen, and to some extent quite onerous, 

changes in the way budgets are formulated and budget results are 

reported. 

by President Nixon and will go into effect for the fiscal year 

1972 budget. 

The adoption of this recommendation was recently reaffirmed 
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Implementation of the  Commission's recommendation w i l l  r equi re  

s i g n i f i c a n t  e f f o r t s  t o  be d i r ec t ed  a t  t he  development of accrued 

revenue and expenditure information. 

can make th ischange  with l i t t l e  or no effort. 

t i o n s  required i n  accounting systems and ways of co l l ec t ing  data 

w i l l  be d r a s t i c .  

or unbi l led  performance under procurement and construct ion con t r ac t s  

and grant  programs. 

Some agencies,  o f  course,  

In o thers ,  modifica- 

This is  p a r t i c u l a r l y  so i n  regard t o  unreported 

A spec ia l  s t ee r ing  committee composed of representa t ives  o f  

t h e  Department of the  Treasury, t he  Bureau of t h e  Budget, and t h e  

General Accounting Off ice  has been es tab l i shed  t o  spearhead the  

€allow-on work necessary t o  ca r ry  out  t he  budget and accounting 

recommendations of t h e  Commission. 

being ac t ive ly  pursued and progress is  being made. 

Solut ions t o  the  problem are 

FEDERAL GRANTS-IN-AID TO STATE 
AND LOCAL GOVERMMENTAL ENTITIES 

Improvement i n  a l l  phases of f inanc ia l  p r a c t i c e s  i s  made mandatory 

by t h e  sharp increase  i n  Federal a i d  t o  S t a t e  and loca l  governments. 

These dramatic increases  have produced problems t h a t  a t  times seem 

insurmountable. New dimensions have been added t o  the  Federal 

Government's r e l a t i o n s  w i t h  States, ci t ies,  count ies ,  school d i s t r i c t s ,  

and other independent l oca l  Government e n t i t i e s .  The growth of  these  

programs i s  almost unbelievable--from an out lay  of just over $3 b i l l i o n  

i n  1955 t o  almost $21 b i l l i o n  i n  1969. Federal a i d  cons t i t u t ed  
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approximately 10 percent of all general revenue available to State 

and local governments in 1955 and nearly 18 percent in 1969. 

a rate of expansion we can easily visualize an outlay of over 

$50 billion in 1975. 

At such 

These programs embrace 50 states, 3,000 counties, and over 

90,000 local governmental units. 

number of authorized Federal aid programs, but last summer Congressman 

William Roth of Delaware compiled a list of 1,050 separate programs 

operated by over 20 departments and agencies through some 150 major 

bureaus and offices. 

There is no official list of the 

Many of these programs have individualized rules and regulations 

for administration, accounting, auditing, reporting, and even for 

accounting. 

as matching funds to be supplied by the grantee, or eligibility of 

recipients involving age, income level, type of neighborhood, or 

geographic location. The result: almost insurmountable problems 

of administration. 

Many have specific requirements relating to such things 

Financial managers, particularly, have difficult problems 

to solve because of the various governmental levels involved in the 

pipeline through which the Federal aid funds must flow, the degrees 

of sophistication of the levels of  local government with respect 

to their own financial management, the proliferation of the number 

of grantees as the pipeline lengthens, and the human problems resulting 
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from d ive r se  p o l i t i c a l ,  social, economic, and educat ional  views 

i n  t h e  d i f f e r e n t  p a r t s  of t h e  country and even within l o c a l  

communities. 

Effor ts  are being made t o  solve these  problems. 

The J o i n t  Financial  Management Improvement Program last year  

For example-- 

es tab l i shed  a pro jec t  t o  study t h e  f inanc ia l  adminis t ra t ion of  t h e  

grant- in-aid programs with the  purpose o f  coming up with recomendat ions 

f o r  s impl i f ica t ion  and, where poss ib le ,  un i f i ca t ion .  The Bureau o f  

t h e  Budget is  beginning a long-range p ro jec t  from which it is hoped 

so lu t ions  t o  some of t h e  problems can be found. 

The President  r ecen t ly  c rea ted  i n  h i s  own executive o f f i ce  

under the  supervis ion of  t he  Vice President  an Office o f  In t e r -  

governmental Relat ions.  

problem solving,  being more i n  t h e  nature  o f  a c lea r ing  house o r  

l i a i s o n  agency between l eve l s  o f  l oca l  government and t h e  Federal 

Government. 

Pres ident ' s  d i r e c t i v e  s t a t e d ,  t h e  Director s h a l l ,  

assist a l l  Federal departments and agencies with problems t h a t  may 

arise between them and the  executive agencies o r  e lec ted  o f f i c i a l s  

of s t a t e  and loca l  governments. 

This o f f i c e  was not c rea ted  pr imar i ly  f o r  

The Off ice  does have an a s s i s t  role i n  t h a t ,  as t h e  

upon reques t ,  

As Federal a i d  programs increase,  Federal f i nanc ia l  managers 

must g ive  more a t t e n t i o n  t o  t h e  s impl i f i ca t ion  and un i f i ca t ion  

of t h e i r  f i nanc ia l  adminis t ra t ion.  The Congress has ind ica ted  i t s  
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interest in this area through the introduction of several bills, 

one of which would provide for a consolidation of grant programs 

upon recommendation of the President. Another would provide for  

the simplification of administration through joint funding of 

local projects and would promote some economies in audit. 

Since this is one of the Federal Government's programs in 

which the financial management community can make a tremen- 

dous contribution, I hope the possibilities before us will 

be the subject of thought and constructive discussion by 

this symposium. 

ACCOUNTING SYSTEMS DEVELOPMENT 

I now turn t o  a subject of special concern and responsibility 

of a great many here--accounting systems development. 

The Congress has expressed increasing concern during the past 

5 years over the slow rate of improvement in accounting systems since 

the passage of the Budget and Accounting Procedures Act of 1950 

and the 1956 amendment t o  that act. 

The House Government Operations Committee has he ld  hearings 

and issued reports expressing its concern. 

duced to impose penalties on agencies that fail to improve their 

accounting systems. 

stimulating effect on the executive agencies. 

Bills have been intro- 

These expressions by the Congress have had a 
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The Congress also has expressed a clear interest in systematized 

information systems for its use in analyzing proposed legislation 

and appropriations requests. 

Of course there are scores of agencies, hundreds of programs, 

thousands of geographic locations, and an extended variety of 

activities for  which improved accounting must be accomplished. 

agencies and programs are relatively small and relatively uncomplicated. 

Others are extremely large and complex. 

contract operations with industry, universities, and others. 

involve substantial programs with State and local gowernments, 

universities, and nonprofit organizations. 

Some 

Some involve large 

Some 

Appropriate coordination of these interlocking operations is 

a task of magnitude for the larger agencies involved. 

agencies are making significant efforts t o  improve financial 

management in general and accounting systems in particular. 

Many 

Most of you are aware that the Budget and Accounting 

Procedures Act of 1950 places responsibility on the Comptroller 

General for: 

1. Prescribing accounting principles, standards, and 

related requirements; 

Cooperating with Federal agencies in the develop- 

ment of their accounting systems; 

2. 
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3. Reviewing and report ing on agency accounting 

systems; and, 

Approving accounting systems t h a t  are adequate and 

i n  conformity with prescr ibed p r inc ip l e s ,  s tan-  

dards,  and r e l a t ed  requirements. 

4. 

Recently, added emphasis has been placed on these  responsi-  

b i l i t i e s .  

requirements have been prescr ibed and a s i g n i f i c a n t  amount 

of addi t iona l  manpower is being devoted t o  the  remaining 

r e s p o n s i b i l i t i e s  of cooperating, reviewing, and approving. 

The first accounting system approved under t h e  Budget 

The accounting p r inc ip l e s ,  s tandards and r e l a t ed  

and Accounting Procedures Act was approved i n  1951. 

per iod 1952-59, 39 systems were approved. There was a decided 

l u l l  i n  approvals during t h e  5-year period 1960-64 when only 

th ree  systems were approved. 

hear ings t o  which I have referred and t h e  r e l a t e d  continuing 

congressional i n t e r e s t  i n  f inanc ia l  management which has been 

evidenced each year s ince  1964. 

During t h e  

This slow pace led  t o  the  congressional 

The execut ive branch a l s o  has supported--at t h e  highest  

levels--improved systems of f inanc ia l  management. 

evidenced by t h e  Pres ident ia l  announcement i n  1965 o f  t he  

adoption of PPBS and t h e  P res iden t i a l  memorandum of  May 1966 

This is 
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endorsing the objectives of the Joint Financial Management 

Improvement Program. 

reaffirmed the importance of going forward promptly with converting 

the budget and the companion financial reports of the Treasury 

to the accrual basis as recommended by the President's Commission 

on Budget Concepts. 

Recently, a Presidential memorandum 

In calendar year 1968, an 18-year peak was reached in 

approval of accounting systems. In that single year, 10 

complete systems, 3 segments of systems, and 15 statements of 

principles and standards were approved. 

schedules €or submission of accounting systems for approval by 

the Comptroller General indicate that this accelerated pace 

will continue. 

Present agency 

As many of you know, this is an area bhat is fundamental 

to the General Accounting Office. 

agency accounting systems must be designed and operated to 

provide complete and current financial information to management. 

GAO accordingly is always active in this area, assisting the 

departments and agencies cooperatively whenever and wherever 

possible. 

It is basic doctrine that 

At the present time, GAO is particularly active in this work 

in the Department of Defense. Currently we have within the GAO 
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Defense Division a Management Control Systems Group whose sole 

function is to work cooperatively with DoD personnel to assist 

them in the development of accounting systems that will meet 

the standards prescribed by our Office. 

As an indication of the significance I place on this area, 

about 11 percent of GAO's resources available for its Defense 

Division is assigned to cooperative systems wcsk. 

this work by maintaining a continuing day-to-day working relation- 

ship with officials and staff of the Departmnn+ of  Defense and the 

military departments, by being xrrentlv well. informed on what 

improvement efforts are being made, by identifyiq specific 

areas in which we believe improvements are needed, and by working 

closely enough with agency officials and staffs to enable us to 

reach a common understanding of the concepts of the systems to be 

developed. We have also made ourselves available to provide such 

We carry out 

technical assistance and guida7ce as may be needed in the design 

and development of agency accounting systems and in the resolution 

of problems. 

At present, GAO's aajor efforts in this area are being devoted 

to assisting the Department qf Defense in the implementation of account 

ing systems in the following areas: Operations, Research and 

Development, Industrial Funds, Accrued Exwnditures, and Air Reserve 

Forces Pay and Travel System. 
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In addi t ion  t o  ou r  cooperative systems work, we consider t he  

adequacy of  systems during our Tegular aud i t  work. 

current interest are the  adequacy of  inventory con t ro l ,  t h e  e f f e c t i v e -  

ness  of maintenance da ta  co l l ec t ion  systems, and the  r e l i a b i l i t y  

of cos t  da t a  i n  t h e  engine overhaul program. 

STAFFING AND TRAINING 

Subjects  o f  

The endless  complexities of a modern f inanc ia l  management 

system t o  serve t h e  information needs o f  management has generated 

a need f o r  an upgrading o f  skills, another subjec t  of  great i n t e r e s t  

t o  t h i s  symposium. In response t o  t h i s  need, t he  C iv i l  Service 

Commission es tab l i shed  t h e  Financial  Management and PPBS Training 

Center i n  Washington, D. C . ,  i n  1967 t o  provide t r a i n i n g  f o r  

executives and staff s p e c i a l i s t s .  

t r a i n i n g  mater ia l s  and provides advice and a s s i s t ance  t o  o t h e r  

agencies i n  matters r e l a t i n g  t o  t r a in ing .  

The Center develops spec ia l ized  

During fiscal year  1968, t he  Center conducted 5 t r a i n i n g  

programs for  near ly  2,000 p a r t i c i p a n t s  i n  t h e  Washington area. 

Additional t r a in ing  sess ions  were conducted i n  t h e  f i e l d  for more 

than 3,000 employees. 

a c t i v e  development f o r  f i s c a l  year 1969. 

management w i l l  include "Estimating Program Costs" and "Financial 

Control." 

A subs t an t i a l  number of new courses a r e  under 

New courses i n  f inanc ia l  

Governmental accounting courses a t  co l leges  and u n i v e r s i t i e s  

are based almost e n t i r e l y  on accounting p r a c t i c e s  o f  munic ipa l i t i es .  
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Courses based on accounting i n  t he  Federal Government are not  

taught because the re  is no su i t ab le  textbook on the  subjec t .  

The J o i n t  Financial  Management Improvement Program has begun the  

development of  a textbook on the  Federal Financial  Management 

System, pr imar i ly  f o r  use by Federal managers and f inanc ia l  

personnel but usefu l  t o  s tudents  of business and publ ic  adminis- 

t r a t i o n  and p o l i t i c a l  science.  

here  today w i l l  be cont r ibu tors  t o  t h i s  textbook. 

I hope t h a t  some of you who are 

The increased emphasis on t r a in ing  i n  f inanc ia l  management 

holds much promise f o r  long term benef i t s .  

t he re  i s  a continuing shortage of  qua l i f i ed  personnel a t  a time 

when t h e  demands for  b e t t e r  f inanc ia l  management are increasing.  

A t  t h i s  time, however, 

I am s u r e  it is a matter  of  concern t o  t h i s  symposium as 

it is t o  me t h a t  t he  problem of adequate s t a f f i n g  f o r  f i n a n c i a l  

management posit ions--always a challenge--has been aggravated 

r ecen t ly  by t h e  provis ions of  t h e  "Revenue and Expenditure Control 

A c t  of  1968" which placed l imi t a t ions  on t h e  number of  c i v i l i a n  

o f f i c e r s  and employees i n  t he  executive branch. 

l imi t ing  the  number of  employees, the  a c t  d i r ec t ed  t h e  development 

of  expenditure cont ro l  procedures--an addi t iona l  workload f o r  many 

o f  you. 

Along with 
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AUDITING 

In  t h e  area of audi t ing ,  t he re  i s  need f o r  a g r e a t e r  awareness 

of change and challenge. 

a r e ,  audi t ing  can never be s t a b i l i z e d  with work going on with l i t t l e  

concern being given t o  changes i n  scope, d i r ec t ion ,  o r  dimension. 

There have been some changes i n  Federal agency audi t ing  i n  the  pas t  

few years  but these  have been mainly connected with changes i n  

t he  s t r u c t u r e  of organizat ion.  

aud i t  a c t i v i t i e s  i n  some departments i n t o  a c e n t r a l  audi t  organiza- 

t i o n  and some moves i n  the  d i r e c t i o n  of  providing small pol icy  

guidance groups at high l eve l s .  

complacency. 

Government operat ions being what they 

There have been moves t o  consol idate  

But t he re  is  no p lace  f o r  

If a f ee l ing  o f  complacency among Federal audi tors  does exist, 

As a consequence of many I f o r  one feel t h a t  it i s  self-deluding.  

changes i n  t he  Government i tself- -some o f  which we have already 

discussed today such a s  i ts  expansion both i n  expenditures and t h e  

number of i t s  programs--many changes i n  the  approach of  audi t ing  w i l l  

become mandatory i n  t h e  near  fu ture .  

Let me g ive  you th ree  examples of what I mean. 

F i r s t .  The change i n  t h e  presenta t ion  of t h e  r epor t s  on budget 

execution from t h e  cash basis  t o  t h e  accrual  b a s i s  will c e r t a i n l y  

r equ i r e  an extension of the  a u d i t o r ' s  t r a d i t i o n a l  program. 

on t h e  cash b a s i s  a r e  r e l a t i v e l y  simple, and t h e  system through 

which t h e  information is  co l lec ted  i s  r e l a t i v e l y  simple. 

Reports 

Because of 
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t h i s  s impl i c i ty  i n  the  p a s t ,  audi tors  have given l i t t l e  o r  no 

a t t e n t i o n  t o  t h i s  aspect of Federal repor t ing .  

of repor t ing  i s  not simple nor a r e  the  systems through which the  

reported information is co l lec ted  simple. 

can be v e r i f i e d  by independent summary t o t a l s  accumulated i n  t h e  

Treasury Department. This i s  c e r t a i n l y  not so o f  r epor t s  on t h e  

accrual  bas i s .  

b i l i t y  as cash r epor t s ,  t he re  must be assurances t o  t h e  t o p  managers 

of the  Government--the President ,  the  Director  of t h e  Bureau of  

t h e  Budget, t h e  Secretary of  t h e  Treasury, and the  Congress--that 

budget r e s u l t s  reported on the  accrual  bas i s  a r e  reasonable.  

then i s  a challenge t o  shake any complacent audi tor :  providing 

assurance t h a t  budget execution r epor t s  a r e  reasonably va l id .  

The accrua l  method 

Individual  cash r epor t s  

If accrual  r epor t s  a r e  t o  rece ive  the  same credi -  

Here 

Second. The increasing l eve l  of Federal a id  t o  s ta te  and 

loca l  governments has produced, and every day is  producing, more 

problems o f  f inanc ia l  management. 

a i d  programs and the  tremendous number of  de l ive ry  po in t s ,  o f  

which I spoke e a r l i e r ,  have r e su l t ed  i n  audi t  problems of a 

magnitude h i t h e r t o  unknown. 

these problems. O f  course some of you have become concerned 

about t h i s ,  but permit me t o  caut ion everyone present  a t  t h i s  

symposium t h a t  t h e  problem becomes more and more complex with 

every new day. 

The p r o l i f e r a t i o n  of Federal 

As t he  a id  programs expand so w i l l  

I t  is one t h a t  w i l l  r equi re  f o r  so lu t ion  the  bes t  
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brains in the audit fraternity. It will require coordination of 

Federal auditors, state auditors, local government auditors, and 

independent public accountants involved in these programs. 

solutions to some of these problems may require actions that will 

be distasteful to many of you, but the solutions must be found. 

The 

Third. The General Accounting Office is now considering 

delegating more responsibility to the agencies in connection with 

the settlement of accounts of accountable officers and granting 

relief on account of irregularities. 

we in the GAO have some assurance from the auditors that the 

agencies' discharge of this responsibility is being performed 

in a reasonable and prudent manner. 

expands, the quality and competence of the auditors themselves 

must also expand. 

the training and technical development of audit staffs and to 

raising the qualifications of those who would enter the audit field. 

COMPUTERS 

This can be done only if 

As the audit responsibility 

This means that more concern must be given to 

Now I turn to yet another change--the role of the computer in 

Government information systems. 

The increase in the size of the Federal Government in practically 

every dimension--of increased expenditures, of proliferation of 

programs, of multiplicity in relations of state and local governments-- 

has brought about a crisis in its management that has just recently 
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begun t o  be recognized. 

information which is not t o  be had a t  t h e  p re sen t  time. To manage 

reasonably well, t h e  man who makes dec i s ions  must have information 

on which t o  base h i s  dec is ions .  

has  s t imu la t ed  concern and a c t i v i t y  a t  t h e  h ighes t  l e v e l  of Government. 

The crisis r e s u l t s  from t h e  need for  

This lack of management information 

In t h e  p re sen t  day world, c o l l e c t i o n  and a n a l y s i s  o f  masses of  

d a t a  can be accomplished only  through t h e  use o f  e l e c t r o n i c  computers. 

The i r  r o l e  i n  t h i s  f i e l d  has  been recognized. The Pres ident  i n  a 

memorandum t o  t h e  heads of departments and agencies  i n  1966 made it 

clear t h a t  he wanted p r i o r i t y  emphasis t o  be given t o  twin o b j e c t i v e s :  

(1) using e l e c t r o n i c  computers t o  do a b e t t e r  job,  and (2) managing 

computer a c t i v i t y  a t  t h e  lowest p o s s i b l e  cos t .  He s a i d  he wanted 

every agency head to give  thorough s tudy  t o  new ways i n  which t h e  

computer might be used t o  provide b e t t e r  s e r v i c e  and t o  improve 

agency performance t o  reduce c o s t s .  

The Congress has expressed i n t e r e s t  and concern over  t h e  

u n f i l l e d  need f o r  information.  Several b i l l s  have been introduced 

t o  provide means f o r  f i l l i n g  those  needs. 

was introduced which would put  a heavy burden on our  Office by 

g iv ing  it an ex tens ive  r e s p o n s i b i l i t y  i n  developing new information 

ga ther ing  systems. 

J u s t  r e c e n t l y ,  a b i l l  

The Bureau of ti;e Rudgei i s  undertaking ;I long-range s tudy  

aimed a t  even tua l ly  developirig an information system t o  assist i n  

t h e  budgetary process .  
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The Library of Congress has developed a computerized system 

for providing congressional committees with the status of legis- 

lation pending in the Congress. 

The Air Force has developed a system of Legal Information 

Through Electronics (LITE) by which computer techniques are used 

to obtain citations t o  information in the United States Code, the 

Comptroller General's decisions, and the Armed Services Procurement 

Regulation. 

While nearly every agency of the Government is using computers, 

most of these were developed for such purposes as supply management, 

accounting, payrolling, personnel management, and other internal manage- 

ment requirements, with little consideration given to broader uses 

except, possibly, the production of certain summarized reports 

required by the Treasury Department, the Bureau of the Budget, the 

Civil Service Commission, and the Internal Revenue Service. The 

day is fast approaching when more extensive information requirements 

will necessitate the integration of the numerous independently 

developed systems into one Governmentwide system. 

of accomplishing this are almost overwhelming. 

The complexities 

The concept of a total management information system involves 

the collection of data relating to the total processes concerned 

with the planning, execution, and control of all Government functions 

from the highest level of formulating legislation to the lowest level 

of managing a small activity. 
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Such a planning e f f o r t  i s  c e r t a i n l y  beyond t h e  c a p a b i l i t i e s  

I t  must involve a repre-  o f  any one group o f  so-ca l led  exper t s .  

s e n t a t i o n  of a l l  facets o f  t h e  Government. F inancia l  managers 

c e r t a i n l y  w i l l  be involved t o  t h e  ex ten t  necessary t o  see t h a t  

t h e i r  needs are s a t i s f i e d .  

ment must have t h e i r  input  t o  t h e  development of t h e  t o t a l  system. 

The i n t e r f a c e s  or shared boundaries between t h e  var ious  subsystems 

such as t h e  f i n a n c i a l  management system with t h e  personnel  system 

and t h e  program system must be c l e a r l y  recognized and planned f o r .  

A l l  o the r  types and l e v e l s  o f  manage- 

Since t h e  e l e c t r o n i c  computer i s  one of t h e  marvels o f  t h e  

age,  it can produce b e n e f i t s  of  un to ld  value.  

misused o r  misappl ied,  produce ho r r i fy ing  confusion and cause wasteful  

ou t l ays  of  l a rge  sums of  money. 

information systems, it is  e s s e n t i a l  t h e r e f o r e  t h a t  mistakes of  t h e  

p a s t  be recognized, t h a t  t h e  needs o f  t h e  present  as well as t h e  

f u t u r e  be given cons idera t ion ,  and t h a t  t h e  e f f o r t  be conducted by 

teams represent ing  a l l  manner and kinds o f  ski l ls  and backgrounds. 

There is a p lace  on t h e s e  teams f o r  t h e  dreamers, t h e  p lanners ,  and 

t h e  doers--those experienced with t h e  p a s t  as well as those  concerned 

with t h e  f u t u r e .  

I t  can a l s o ,  i f  

In  t h e  planning o f  l a r g e  s c a l e  

The computer w i l l  s e rve  us only t o  t h e  e x t e n t  t h a t  we wish 

t o  be served. 

produce b e n e f i t s  of  un to ld  magnitude. 

not do t h e  planning o r  t h e  managing of t h e  Government. 

I f  guided by i n t e l l i g e n t  planning,  t h e  computer w i l l  

The computer, however, w i l l  

That is man's job. 
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CONCLUSION 

I t  is time t o  br ing these  remarks t o  a c lose .  I cannot do s o  

without taking t h i s  opportuni ty  t o  emphasize my own view of the 

important cont r ibu t ion  t h a t  each and every one of you do make, and 

can continue t o  make, i n  your se rv i ces ,  whatever they may be, t o  

sound f inanc ia l  management i n  t h e  Federal Government. 

I am not s t r e s s i n g  t h i s  merely t o  be complimentary. I am 

s t r e s s i n g  f a c t s .  You are qua l i f i ed  professionals .  You each have 

oppor tuni t ies  t o  inf luence events i n  your own agency, more than 

perhaps you realize. 

i n  doing so. 

ind iv idua ls ,  on t h e  f inanc ia l  management scene i s  a cons t ruc t ive ,  

i n f l u e n t i a l  force.  This i s  your p o t e n t i a l .  

You can support one another through the  FGAA 

Your a c t i v e  presence through an organizat ion,  and as 

We have been d iscuss ing ,  very l a rge ly ,  t h e  problems surrounding 

t h e  Government manager and h i s  need €or more and b e t t e r  f i n a n c i a l  

information. The range of  our discussion has been Government-wide-- 

from t h e  Executive Off ice  of  t h e  President t o  the  Congress, from t h e  

top-level  manager t o  the  lowest echelons. 

make clear is t h a t  a l l  these  men, whatever t he i r  pos i t i on ,  would be 

powerless t o  operate  without you, t h e  Federal accountant. 

But the  p o i n t . 1  want t o  

I would go as f a r  as t o  charac te r ize  t h e  profess iona l  accountant 

i n  t h e  Government se rv i ce  as t he  cement t h a t  h o l d s  t he  Government 

together .  As w e  all know, cement, properly mixed and properly 
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re inforced ,  w i l l  support almost any s t r u c t u r e .  

t h e  Federal accountant,  providing the  proper mix of f inanc ia l  

da ta  t o  Government managers, w i l l  provide t h e  information that 

w i l l  enable the managers t o  make the decisions necessary t o  the  

Government s t r u c t u r e s  of t he  fu tu re ,  such as  we have been t a lk ing  

about. 

In t h e  same way 

You should,  t he re fo re ,  have t he  highest  sense o f  your profes-  

s iona l  importance 

and agencies,  and t o  t h e  Congress. 

accountants and aud i to r s  t o  back them up, t he re  would be no Govern- 

ment. 

of t h i s  country is a s  simple and as profound as t h a t .  

t o  your President ,  t o  the  heads o f  t h e  departments 

I f  they did not have you 

Your role i n  Government and your cont r ibu t ion  t o  the  people 
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UNITED STATES GOVERNMENT 

morandum 
GENERXL ACCOUNTING OFFICE 

APR G 1969 

TO : Heads of  Div is ions  and Off ices*  

FROM : Direc to r ,  Program Planning S t a f f  - H. C, Kensky 4 

SUBJECT: FGAA Annual Symposium 

Please p o s t  and/or d i s t r i b u t e  t h e  a t t ached  pre l iminary  announce- 
ment of t h e  Annual Nat ional  Symposium o f  FGAA to be  h e l d  June 9, 10, 
and 11; 1969, a t  t h e  Sheraton-Park Hotel .  - 

The program and workshop-seminar s e s s ions  formulated by our  
Symposium Committee, I f e e l  s u r e ,  w i l l  be  of i n t e r e s t  t o  you and 
your s t a f f ,  
on June 9.  
Messrs. Newman, Herbert ,  Binder,  Maycock, and Uyeda. Future  
announcements w i l l  show t h e  schedule  of t h e  genera l  program and 
workshop-seminar s e s s i o n s  and p a r t i c i p a n t s ,  

The Comptroller General w i l l  make t h e  Keynote Address 
Other GAO people  p a r t i c i p a t i n g  i n  t h e  program are 

Attachment 

*Office of Pol icy  and Spec ia l  S tud ie s  
C i v i l  Divis ion 
Defense Divis ion 
F ie ld  Operations Div is ion  
I n t e r n a t i o n a l  Div is ion  
Transpor ta t ion  Div is ion  

'\ Office of t h e  General Counsel 
Of f i ce  of  Personnel 
Office of  Adminis t ra t ive  Serv ices  
Claims Divis ion  
Washington Regional Office 




