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Two weeks ago the  President  s e n t  t o  t h e  Congress a bud- 

g e t  c a l l i n g  f o r  expenditures of considerably more than 

$200 b i l l i o n ,  a d e f i c i t  fo recas t  of approximately $25 b i l l i o n ,  

and a request  t h a t  the  Congress raise the  debt c e i l i n g  from 

$430 t o  $480 b i l l i o n .  The cumulative d e f i c i t  i n  t h ree  

years ,  i f  t h i s  fo recas t  holds, w i l l  be about $90 b i l l i o n ,  

which is 1 l/2 times the  d e f i c i t  accumulated i n  the  previous 

t en  years. The budget request ,  moreover, would represent  

an increase of about 150 percent  i n  t h i s  t e n  year  period. 

I remember working with President  Johnson on the  f i r s t  

budget he presented. 

before w e  had t o  lock up the  budget. 

po in t  was $102.3 b i l l i o n .  

through the  Congress, he s a i d  t h a t  we j u s t  had t o  g e t  t h i s  

f i g u r e  down below $100 b i l l i o n .  

drawing board and came back t o  him with a f i g u r e  of 

$99.8 b i l l i o n .  

w a s  too c lose  t o  $100 b i l l i o n .  

it down t o  $97.8 b i l l i o n .  

f igures .  

He  became President  just a f e w  days 

The budget a t  t h a t  

I n  order t o  g e t  the  t a x  b i l l  

So w e  went back t o  the  

That f i g u r e  wasn't good enough because it 

So w e  t r i e d  again and go t  

I w i l l  always remember these 



This i s  an e l e c t i o n  year .  The budget d e f i c i t  i s  bound 

t o  be an i ssue ,  as it usual ly  i s  of course, but i n  an elec-  

t i o n  year  t he  i s sue  is  always more intense.  

I read a s to ry  some t i m e  ago about a debate i n  the  

Democratic Platform Committee. I t  w a s  holding hear ings,  and 

6?-- Senator Benton of Connecticut was the  chairman. An i ra te  

witness appeared before the Committee and he was aga ins t  

Federal spending increases.  I t  w a s  a p re t ty  heated sess ion ,  

and after some debate,  the witness go t  up and shouted: 

"Senator, i f  w e  d o n ' t  s top  shearing the wool off  t he  goose 

t h a t  lays  the  golden egg, we're going t o  pump the  w e l l  dry." 

H e  had a good poin t ,  but  h i s  metaphors were s l i g h t l y  mixed 

UP 
Now you may ask: "What does the  s i ze  of the  budget and 

t h e  d e f i c i t  have t o  do with the J o i n t  Financial  Management 

Improvement Program?" 

d i r e c t  and important re la t ionship-a  r e l a t ionsh ip  brought 

about by the  need f o r  those engaged i n  accounting, audi t ing,  

budgeting, and any other  aspect  of f i n a n c i a l  management t o  

f i n d  ways to :  

The s h o r t  answer is t h a t  it i s  a very 

--Carry out  programs more e f f ec t ive ly .  

--Provide b e t t e r  f i n a n c i a l  information t o  top decis ion 
makers .  

--To re la te  cos t s  t o  outputs.  

And I should add the  question of c r e d i b i l i t y  and con- 

f idence on the  p a r t  of those i n  the  Congress who must review 

view budgets of the  agencies. I refer t o  the  problem which 
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&. 5w has recent ly  developed between the  District  of Columbia 

Government and the  Senate Appropriations Committee as to 
t he  lack of confidence t h a t  t he  District 's  f igu res  are 

co r rec t .  

r e a l l y  is not  very exc i t ing ,  

l ike good hea l th  habi t s .  

very ser ious ly  or very important u n t i l  somebody g e t s  s ick .  

I think t h a t  is perhaps appropriate  t o  the  s i t u a t i o n  with 

respect t o  the  Distr ic t ' s  accounting system. 

0'5 
Someone commented t h a t  the  sub jec t  of accounting 

Accurate accounting hab i t s  are 

Nobody r e a l l y  considers them 

The Federal budget r e f l e c t s  the  programs of t he  P res i -  

dent.  The Budget Director must therefore  wear, as one of 

h i s  ha t s  a t  least, t h a t  of t he  salesman f o r  the  Pres ident ' s  

program. After a l l  the  t o i l  and turmoil ,  a f t e r  a l l  the cu t s  

and reclaims, and the  allowance le t ters  are wr i t t en ,  it 

i s  s t i l l  t he  Om's j o b  t o  t r y  t o  convince the  Congress and 2 
the  publ ic  t h a t  t he  program is the b e s t  among the choices 

ava i lab le  t o  the  President .  H e  i s  i n  a sense, therefore ,  
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a salesman. 

The J o i n t  Financial  Management 
Improvement Program 

The Budget Director  a l s o  has another r o l e  re levant  t o  

our top ic  today, which he shares with the Secre ta ry .of  t he  

Treasury, t h e  Chairman of the Civ i l  Service Commission, and 
3 g  
/ 5  1 

7 t h e  Comptroller General. 
/ 

That r o l e  i s  t o  improve the f inan-  

cia1 s t r u c t u r e  of t he  Federal Goverrmnt, t o  stimulate the  

b e s t  f i n a n c i a l  management p rac t i ces ,  and t o  f o s t e r  the 

t r a i n i n g  and technica l  development of f i n a n c i a l  management 



personnel. 
as the Joint: Financial Management Improvement Program--the 
JFMIP .for- short. No prozesslonal society has more to con- 
tribute, and I should add, more at stake in the success of 
this venture than the Federal Government Accountants Asso- 

ciation. 

This cooperative program has come to be known 

. .  

The contributions of the JFMIP, since its beginning in 
1949, are many and impressive indeed, but I will not delve 
into them today. One of its important current activities 
is the sponsoring of a two-day State-Federal financial 
management conference starting here in Washington today. 
The purpose of this important conference is to seek ways of 

improving the management of programs involving Federal as- 
sistance to State and local governments. 
the agencies on this conference by Dwight Ink of the OMB 
says: "This meeting begins where last year's left 

The flyer sent to 

off - -  focusing on the need for better communications between 

financial officials of the States and financial officials of 
the Federal Government. 'I 

A year after the Joint Program was launched by agree- 
ment, between Jim Webb, who was then Director of the Budget, 
Secretary of the Treasury John Snyder, and Lindsay Warren, 

one of my predecessors as Comptroller-General, the Congress 
in 1950 gave it statutory blessing and statutory responsi- 
bilities in the Budget and Accounting Procedures Act, 
that time it has worked quietly but effectively, 
gained few headlines but a roster of its achievements would 

fill a book. 

Since 
It has 
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The chairmanship, this year with the OMB, rotates an- 
The full time executive secretary is paid for nually. 

jointly by the four central agencies. 
provides coordination and guidance for the joint staff work. 
This is truly a cooperative venture. 

A steering committee 

Most of you have heard of the letter of credit proce- 
dure, under which funds to finance grants to States, local- 
ities, and other organizations are advanced to them only as 
they are required. 
JFMIP project is saving the Federal Government each year 
about $25 million in interest costs. 

This procedure which evolved from a 

Some of you may have heard of the Joint Agency Trans- 
portation Survey, the first comprehensive study ever made of 
the way in which the Government buys some $2 billion of 
transportation services each year. A large number of the 
recommended improvements in the present procedures are in 
the process of implementation. 

I could go on at length, but you can read the annual 
progress reports on the JFMIP if you w a n t  more examples, 

What I would like to do here is briefly outline six areas 
in which I believe that the JFMIP, as a cooperative venture, 
among the agencies concerned, can play an important role. 
Revenue Shar inq 

The first of these has to do with the subject of reve- 
nue sharing. There is in the Congress pending legislation 
that would provide for revenue sharing. There is not time 
to go into details on this, but the optimism is great that 
there will be some kind of revenue sharing legislation. 
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Someone has said that there is an issue between the Admin- 
istration and the Congress on this subject--that the Admin- 
istration would take anything that it could call revenue 
skiaring, and Mr. Mills would take anything if he could call 
it the Mills Bill, But the attitude is one of compromise. 
The Mills Bill is under review at the moment. Among other 
things it would identify high priority expenditure areas in 
which local governments could spend money received from the 
Federal Government based partly on population and partly on 
the number of low income families. 

The reason I include this subject on the list is that 
there is involved here a serious problem of accountability. 
This is reflected in the bill itself. It requires that 
while the funds are unrestricted, except for those high priority 
categories, nevertheless there must be preserved some ac- 
countability in accounting for these funds. 
is no way in which we can be sure that the money does flow 
to these high priority areas. 
problems, there will be investigations, and there will be a 

Otherwise there 

Also there will be 

need for accountability. This is an area that the Joint 
Program effort should deal with and make some constructive 
suggestions. 

Expanding S t a t e  and Local 
Governmental Audit Capabilities 

The second area has to do with the audit capabilities 
of State and local governments, 
to obtaining adequate accountability under revenue sharing 
would be the need for whatever Federal agency is assigned 

One of the stumbling blocks 
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responsibility for administering the program to rely 
heavily on audits performed by or for State and local govern- 
ments. 

The sheer magnitude of the audit work required precludes 
the undertaking of such examinations with Federal resources. 
Reliance on audits by or for State and local governments 
will depend on the auditing capabilities.availab1e to these 
governmental units, either through their in-house organiza- 
tions or outside sources, and on the breadth and depth of 
the audits conducted at these levels. 

Our office has been concerned about this problem for 
quite some time. 
agency effort, with the cooperation of eight of the Federal 
agencies having the largest grant programs, to develop a 
body of standards for use in auditing Federal grant programs, 
This work was begun because of proliferating accountability 
problems in the grant programs. However, these standards 
will, we hope, be adaptable to audits of other operations 
in the public sector. 

We are presently engaged in an inter- 

It would be difficult to identify an area of government 
having problems of management more varied and challenging 
than those encountered in the 1300 separate Federal assis- 
tance programs carried out by State and local governments 
or by other organizations on their behalf. 

It would be difficult also to identify an area where 
there is more need for competent, progressive auditing than 
in this area of Federal grants-in-aid which will cost tax- 
payers over $43 billion next year with the peak not in sight. 
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. .  * 
The manpower requirements for such a vast auditing program 
are quite beyond the capabilities of the Federal government. 
Accordingly, much of the audit work needed to determine 
whether these funds are properly accounted for must be done 
by State and local auditors or independent public accountants. 

However, to adequately serve the need for useful and 
reliable information on such programs at all interested 
levels of government, the auditor must be concerned with 
three types of accountability. 

--fiscal accountability, which includes financial in- 
tegrity, disclosure, and compliance with applicable 
laws and regulations; 

--managerial accountability, which is concerned with 
efficient and economical use of resources; and 

--program accountability, which is concerned with accom- 
plishments and objectives, that is to say, whether the 
statutory objectives of the program have indeed been 
accomplished. 

I should say that within the GAO, we have made an effort 
to program our audit work around these three areas of account- 
ability. 
delimit the areas of audit. 
auditing (I refer here particularly to managerial account- 
ability and program accountability) than most auditors in- 
cluding independent public accountants perform at the State 
and local levels. 
concerned with these two types of audits. 

or on behalf of subordinate units of government such as cities 

and counties are limited to fiscal examinations. 
include the compliance aspects such as compliance with rules 

We have found this to be the most useful way to 
This is a far broader scope of 

These organizations are not customarily 
Most audits by 

They do not 



and regulations concerning minority rights or racial dis- 
crimination, or with efficiency, economy, or program aspects 
of operations. In some cases, expanded examination work has 
been conducted by management consultant firms and some of 
the public accounting organizations are now beginning to 
experiment, at least with the broader concepts of auditing. 

Overall, however, we do not believe that current audits 
in State and local governments, with some exceptions, would 
provide sufficient information to permit a judgment on 
whether the funds have been spent with due regard to economy 
and effectiveness and the degree of compliance with laws and 
regulations governing the use of public funds. 

Many problems will have to be faced and solved before 
a reasonably satisfactory auditing program will exist. 
might add also that not all of the problems of an expanded 
scope of auditing have been solved in the auditing work of 
Federal agencies. 

I 

The audit standards working group which I referred to 
has almost finished its work. 
dards will be published in the next few months but they are 
only an early stage or beginning of the effort to improve 
audit capabilities. Having audit standards is one thing;  

applying them is quite another. 

We are hopeful that the stan- 

The implementation of the audit standards now being 
developed should be vigorously supported by all agencies of 
the Federal government. This support could be by way of 
assisting in providing training for State and local auditors 

and by working with professional associations, encouraging 

their adoption of these standards. The Civil Service Com- 
mission could develop and expand further its training ef- 

forts under the Intergovernmental Training Act. fiere will-' 
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be a need to establish better machinery for coordinating the 
work of Federal, State, and local auditors in auditing fed- 
erally assisted programs. 

These are far-reaching and difficult problems. It will 
take years to develop the kind of accountability system that 
is needed. If the Federal Government is to continue to pro- 
vide financial assistance in ever-increasing quantities to 
State and local governments, the Federal financial manage- 
ment community must do everything itcan to assist in provid- 
ing the capability for adequate accounting and control over 
such funds. In looking forward, I believe that the Joint 
Program should play a major role at all levels of government 
in this up-grading effort, 

I should say here by way of emphasis that if revenue 
sharing is enacted without some degree of accountability 
built into it, then the Federal Government will be raising 
money which would be administered by State and local govern- 
ments. And if these State and local governments do not have 
adequate accountability systems, and good audit personnel, 
then we are in for serious trouble in my opinion. 

Measuring Changes in Governmental Productivity 
The third problem area which I would like to refer to 

is of a somewhat different nat~ure. With the advent of the 
current Administration's economic plan, productivity has be- 
come an important word to many workers who gave it little 
thought in earlier days. Tying wage increases to produc- 
tivity gains is a sound approach in preventing us from 
pricing ourselves out of the world markets, 
seems to me that national productivity will be an important 
subject throughout the 1970's and beyond. 

It therefore 
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If productivity gains are important, it becomes impor- 
tant to measure productivity accurately. 
time, one major element of the economy is completely omitted 
from national productivity computations. The annual figures 
released on productivity increases in the United States now 
show zero productivity gains for the governmental sector of 
the economy, that is, Federal,State, and local government. 
-Now this is simply because we have not found a way to measure 
productivity in government. In the aggregate, Federal, 
State, and local governments in the United States account 
for more than 18 percent of the work force and 30 percent 
of the gross national product. To omit such an important 
segment of the work force in the productivity computations 
undoubtedly results in serious distortion. 

At the present 

About a year ago, the Joint Economic Committee asked 
the General Accounting Office to determine whether produc- 
tivity indices could be constructed for the Federal sector 
of the economy. To make this determination, a joint project 
was organized with the Office of Management and Budget and 

the Civil Service Commission, 
ation of the l3ureau of Labor Statistics, the National Com- 
mission on Productivity, and the President's Advisory Com- 
mittee on Manpower Improvement. 

We also obtained the cooper- 

Seventeen executive agencies are now cooperating in 
this effort. A t  this time, prospects look promising for 
having a series of productivity indices covering about 
1.3 million civilian employees by next summer or roughly 
one half of the total Federal work force. These indices 
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will be developed by functional areas such as administra- 
tive, industrial, and services to the public. We do not 
plan to identify separate agencies or programs. 

As a part of this effort we are trying to encourage 
the use of other measurement techniques such as unit costs. 
It has been our experience over the years that much of the 
financial information presented for top managers' use is 
ignored. 
mation they get is too  voluminous,it takes too much study 
to understand, it does not relate specifically to the mat- 
ters on which decisions are required of them, or it does 
not answer some of the main questions they have concerning 
the financial aspects of their operations. 

Such managers complain that the financial infor- 

Measurement techniques such as unit costs, productiv- 
ity indices, manpower measures, and engineering perfor- 
mance standards permit financial information to be displayed 
so that the gist of it can be grasped almost instantly. 
Greater use of these techniques could help the top manager 
get more effective use of financial information and make 
the financial manager far more useful to his principals, 

As you know, the GAO has the responsibility for approval 
of accounting systems in the executive agencies. 
view the systems, we are becoming increasingly concerned 
with not only whether these systems produce accurate data 
in accordance with prescribed principles and standards, but 
also whether the information produced by these systems finds 
acceptance and is used by operating managers, 
is ultimately the test. 
niques provide a basis for making accounting information 
more meaningful to such managers. 

As we re- 

Actual use 
We believe that measurement tech- 
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The challenge to financial managers in the 1970's is 
to make measurement techniques an integral part of the 
accounting discipline and produce accounting information in 
forms that will keep operating managers better informed on 
the achievements of those under their supervision. 

As I see it, in the 1970's, the Joint Program should 

be the leader in promoting the use of productivity measure- 
ment techniques, not only in the Federal agencies but also 
in State and local governments, Getting effective use of . 

such measures at the Federal level will be a difficult task, 
Getting effective use of such measures at State and local 
levels will be a further challenge of equal importance. 

Making Effective Use of Computers - 
I would like to say also a few words about the use of 

computers. The size of the Federal Government's operations 
in almost every dimension has increased--increased expendi- 
tures, proliferation of programs, relations with State and 
local governments. One result has been the m e t  need for 
better information. To manage reasonably well, the m a n  
who makes decisions must have reliable information on which 
to base his decisions. 

In the present day world, collection and analysis of 
massesof data are usually processed through electronic com- 
puters. President Johnson in 1966 told the heads of Federal 
agencies that he wanted priority interest given to two objec- 

tives: (1) using electronic computers to do a better job ,  and 
(2) managing computer activity at the lowest possible cost. 
said he wanted every agency head to give thorough study to new 

He 
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ways in which the computer might be used to provide - better ser- 

vice and to improve agency performance and reduce costs.  HOW 

well that mandate has been carried out, of course, is an open 
quest ion, 

While nearly every Federal agency uses computers, they 
are used for such purposes as supply management, accounting, 
payroll, personnel management, and other internal management 
requirements. 
uses, except possibly the production of summarized reports re- 
quired by the Treasury Department, the Om, the Civil Service 
Commission, and the Internal Revenue Service. 

Little consideration has been given to broader 

More attention must be given to meeting the need f o r  more 
extensive information and this will necessitate better 

integration of the numerous independently developed systems 
that we have in the Federal Government. 

Stated in concept, a total management infomation system 
for government activities involves collecting data relating to 
the planning, execution, and control of all operations--from the 
levels of formulating legislation and authorizing funds to the 
level of carrying out activities. 

Planning and designing such a system is certainly beyond 
the capabilities of any one group of experts. It must involve 
representation all facets of the Government. Financial managers 
must be involved to the extent necessary to see that their needs 
are satisfied. 
their input to the development of the total system. 
faces or shared boundaries between the various subsystems such 
as the financial management system with the personnel system 
and the program system nust be clearly recognized and planned 
f o r .  

All other components of management must make 
The inter- 
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The extent to which such a concept of an information system 
in government is feasible you may debate. But it seems clear 
that substantial improvement is needed in what we have today. 
The Congress itself recognized this ingdequacy when it enacted 
the Legislative Reorganization Act of 1970. 
devoted to generating more and better information, particularly 
f o r  legislative needs. 

Much of that law is 

A technical aspect of auditing in the 1970's that will 
assme increasing importance also involves computers. If 
government agencies use computers in their financial management 
and operating systems, it is incumbent upon the auditor to con- 
cern himself with those systems in several ways: 

--He should consider examining into the efficiency, 
economy, and effectiveness with which the agency 
acquires and uses such equipment. 

--He should make effective use of computer techniques 
in making audits of data that is stored in and pro- 
cessed by electronic computers. 

--He should also use computer techniques where possi- 
ble in the review and evaluation of agency programs. 

The computer will serve us only to the extent that we 
wish to be served and we apply the skills necessary to insure 
that we are properly served. 
and operation, the computer will produce great benefits. The 

computer however, will not do the planning Or the managing of 
government. 

If guided by intelligent planning 

That is our job--man's job.  

In the years to come, I think the Jo in t  Program should play 

a more active r o l e  in the development of efficiently operated 
computer systems, particularly as they affect the Government's 
management information systems. 
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Providing Budgetary and Fiscal Information to the Congress 

The fifth problem that I would like to refer to here is 
one we all have in common--providing budgetary and fiscal 
information that the Congress needs. 

Section 201 of the Legislative Reorganization Act of 1970 
requires the development of a standard budgetary and fiscal 
data system for use by all Federal agencies. 
to establish and maintain this system is given, in the statute, 
to the Secretary of the Treasury and the Director of the OMB. 

Responsibility 

Section 202 of the act requires the same two officials to 
develop standard classifications for programs, activities, 
receipts, and expenditures of Federal agencies. 

these responsibilities, the two agencies have established 
four task groups which are working on the required classifica- 
tions as a preparatory step to the development of the budgetary 
and fiscal information. 

In pursuing 

Now the GAO is also involved in this project. Its main 
job is to act as the agent of the Congress to insure that the 
info-rmation needs of the Congress will be adequately considered 
in developing, establishing, and maintaining this system. 

In carrying out this responsibility, we have interviewed 
249 individuals representing 42 committees and 68 members OP 
Congress as to their needs for budgetary and fiscal information, 

Our work to date which has been summarized in a report to 
the Congress has shown that the Congress wants information on 
budget requests, authorizations, appropriations, obligations, 
and expenditures, and it wants that information classified by 
committee jurisdiction, responsible Federal organizations, 
broad objectives or subjects, rural and urban areas, and target 
groups 
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The Congress also wants information on national estimates 

and social-economic information, such as the Gross National 
Product, consumer income, and cost of living indices. Further, 
the Congress wants information on revenues and outlays 3y States 
and other political subdivisions, 
liminary findings. 

These are some of the pre- 

Providing a system to serve the needs of all Federal 
agencies and the Congress presents an unprecedented challenge. 
Greater uniformity than has ever before been achieved in 
accounting systems and other sources of information will be 
necessary. Furthermore, a very sophisticated computer system 

will be needed to respond to these needs in a timely manner 
with easily interpretable information. 

A s  we see it, such an ambitious project will require 
cooperation of all of the agencies whose data will f i n d  its 
way into the system as contemplated by the act. 
central financial agencies in the Joint Program must play 
key roles in developing this system. 
all other Federal agencies--all of whom are partners in the 

hint Progz--is essential. 

Moreover, the 

The participation of 

Establishing Measures for 
v 

Evaluation of Social Programs 

This is an area that is becoming increasingly important 
because the size of the budget for human resources is in- 
creasing. In the current budget of the Administration, about 
35C out of every budget dollar, in 1973, is scheduled to go 
f o r  human resources. The budget of the Department of Health, 
Education, and Welfare in 1973, for the first time, will be 
larger in absolute dollar terms than that of the Department of 
Defense . 

17 



. 5 , 

I dm sure most of you are aware of nay cases in which 
sizable sums have been appropriated for programs without any 

provision being made for evaluating results. The results of 

programs like Head Start, Neighborhood Youth Corps, or the 
numerous programs devoted to education, housing, and the like 
are not readily determinable. We cannot tell by casual obser- 
vation whether a program is working or whether it is worth the 

money being spent to carry it out. Often we can only approach 
the answer by raising general questions. 
extend our sophisticated systems of analyses to determining 
the results being achieved. 

What we need is to 

Admittedly, making such analyses is very difficult and 
exacting work. But somebody must make these evaluations and 
they are going to do it with or without the information that 
would help them make the best decision. 

The size of the expenditures €or such programs makes it 
essential that we have sound information on whether we are 
getting adequate results for the money we are spending. 
seems to me that promoting such evaluations and developing 
usable measures of benefit or accomplishment should be 

It 

important concerns for the Joint Financial Management Improve- 
ment Program. It is a new dimension for financial management 
and disciplines other than those of the financial manager are 
involved. However, the subject and the problems are too im- 
portant to be left entirely to others. 
plined approach of professional accountants and auditors 
should be utilized to help develop these needed resources. 

I think the disci- 
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Concluding Remarks 
There are many other problems confronting government 

financial managers that will call for serious and vigorous 
attention in the 1970's. 

You could undoubtedly think of others. 
I have mentioned only six of them. 

I think you will agree that from the six examples I 
have given that the challenges that face us in the financial 
management area in the 1970's are indeed formidable. Achiev- 
ing what'needs to be done will be difficult if we all cooper- 
ate effectively. 
almost certainly fail to provide the supporting services that 
efficient and effective management of governmental programs 
require. 

If we don't cooperate effectively, we will 

I have confidence and faith that the Joint Financial 
Management Improvement Program offers a-good mechanism for 
getting things done and the best vehicle we have yet devel- 
oped for achieving the cooperation that we need. 
1970's we need to make the Joint Program more dynamic than 
ever before. 
earnest support and full cooperation. 

In the 

I urge all of you to give this program your 
I would like to 

pledge my own personal support for the program and that of 
the General Accounting Off ice. 

* * * * * 
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. . .  

QUESTIONS FROE THE FLOOR 

QUESTION: Mke Staats during your years i n  the Bureau of 

the  Bud@ ~~--~_----------------------- ou named and used t w o  measures of the  budset -- 
d e f i c i t :  

t i v e  budget. 

the  unified budget and the national income accounts budxet. --- 
President Nixon added a fur ther  version--the f u l l  emdov- 

------ L- 

the  consolidated cash budget and the  administra- ------ 
President Johnson added t w o  new measures-= 

I-- -- ------------------- 
I--- --------------- 

ment budget. Mow, M r *  Staats,  i n o u r  opinion, which of 

these measures_provides - the  bestLenera1 ------- measure of the 
d e f i c i t ?  

MR. STAATS: I fee l  that  the unified budget i s  the b e s t  over- 

a l l  measure. 

ferent  ways of measuring the t o t a l  budget and the  d e f i c i t  

i s  because so many people use the budget for  d i f fe ren t  pur- 

poses. 

national income accounts approach because it more accurately 

r e f l ec t s  the  accrued impact of Federal expenditures OR the  

economy. 

- -- 

The reason tha t  there have been so many dif-  

The economist i s  more interested generally i n  the 

The administrative budget i s  probably the l e a s t  useful 

f o r  most purposes. Now the only argument tha t  I know of of 

any consequence against the  unified budget has been tha t  it 

does include the trust funds. 

a surplus, about $8 b i l l i on  i n  1973, 

f e e l  t ha t  t h i s  surplus therefore d i s t o r t s  the f u l l  extent of 

the de f i c i t .  
tax, i n  terns  of i t s  being a measure of what you take out of 
the  economy and w h a t  you a re  paying out i n  terns of cost for 

di f fe ren t  kinds of services. 

from the  budget you would not accurately r e f l e c t  the amount 

of money going, for  example, into human resources. That i s  

Tne t r u s t  funds a r e  running 

There a re  some who 

But the Social Security tax i s  l i k e  any other 

If you excluded the t r u s t  funds 
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where I come out  and 

Concepts cime out i n  

t h a t  i s  where the Commission on Budget 

1967,  which i s  t h a t  t h e  unif ied budget 

best  represents  the  extent  of governmental operations and 

does about as much as can b e  done f o r  the  economists, 

Now the re  i s  some follow up work t h a t  needs t o  be done 

and it i s  under discussion current ly  between our o f f i c e  and 

Treasury and OMB. 

the  accrual concept i n  the  revenue and expenditure f igures .  

The nat ional  income account figures t h a t  the  Commerce Depart- 

ment uses today are r e a l l y  not very good, but they are the  

best  they can get .  

This work involves how w e  can r e f l e c t  more 

Until  the  b i g  agencies l i k e  Defense and the  grant  agen- 

cies l i k e  HEW can do a be t t e r  job of r e f l ec t ing  the  accrued 

impact of t h e i r  programs i n  t h e i r  f inancial  repor t s ,  then 

the  nat ional  income accounts f igures  are not going to be  as 

good as they should be. More work needs t o  be done i n  t h i s  

area. 

This problen: might have w e l l  been included i n  my l i s t  

of major areas requir ing emphasis. However, work i s  still 
going forward on t h i s  problem and I hope w e  w i l l  see some 

changes there ,  

QUESTION: 

and/or Congress w i l l  request  uI__-_Lp----- from the  individual agencies 

budget requests and information - i n  j u s t i f i c a t i o n s  based on 

product ivi ty  measureso What w i l l  happen t o  savings achieved ----- 
b j  increased p r o d u c t i v i t x a s  ------ shown i n  such j u s t i f i c a t i o n s  

and the  other  t r ad i t i ona l  methods and techniques used i n  
making the agencies '  budget presentat ions before OPE3 and the  

Is it an t i c i i a t ed  i n  the  near fu ture  t h a t  0-PI3 
---__--I---------uI_ 

-- ------- 

-- ---- --- 
--- 

-------1_-1_---- 

---- --_----- ._--------- .--I- 

Congress? 

MR. STAATS: I said earlier t h a t  w e  would not recommend 

there  be a breakdown by agency of product ivi ty  data f o r  

- 
t ha t  
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publication purposes. 
on my own experience and reenforced by the experience of 
others--that one of the surest ways to kill off the use of 
productivity measures is to take money away from the agencies 
as soon as they earn or save it or to anticipate the growth 
of productivity and then cut the budget in advance. 
a realistic problem. firthermore, we think that it is more 
significant to be able to break down, overall, what we are 
doing productivity-wise in the four broad categories I 
mentioned--administrative operation, services to the public 
and so forth. From that point of view, you can get some 

comparison interagency-wise, as to how we are doing. We 
feel that if we put the focus there, we run less likelihood 
of creating a deterrent to the use of these measures in the 
agencies than we otherwise would. 

The significance of this is--based 

This is 

Now I did not say as much as I might have said about 
the relationship of good cost figures, which will come from 
accrual accounting, to these productivity measures. A good 
manager needs to know not only what his productivity is, 
but he also needs to know what his unit costs are. 
going up or down or holding level? 
is that we will be able to relate accrual accounting to 
these productivity figures in the various programs. 

Are they 
One of our great hopes 
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the spending a u t h o r i t y  coincide." He disagreed.  His con- 

c l u s i o n  w a s  that  a c c o u n t a b i l i t y ,  i.n the end, r e a l l y  depended: 

ommended aga ins t  allowing t h e  a p p l i c a t i o n  of t h e  c iv i l  r i g h t s  

. 
t han  

*** on how easily a given o f f i c i a l  can be he ld  respon- 

s i b l e  f o r  h i s  spending dec i s ions  *** not where the 

money comes from, but  whether f i e  o f f i c i a l  who spends 

it can be mde t o  answer t o  .those who are a f f e c t e d  

by the choices  he makes. 

In b r i e f ,  t h e  Pres ident  ho lds  t h a t '  t h e  spending, r a t h e r  

t h e  t ax ing ,  'is c r u c i a l  i n  the  a c c o u n t a b i l i t y  i s sue ,  

A dilemma i s  posed by the €act t h a t  the Pres ident  rec-  

. -  

and equal employment laws t o  be  determined by State and l o c a l  

governments. -These laws would cont inue t o  be sub jec t  t o  Fed- 

eral a u d i t  and Federal c o n t r o l .  

"Special revenue shar ing  , as proposed by t h e  adminis- 

t r a t i o n ,  e s s e n t i a l l y  i s  a program t o  conso l ida t e  ca t egor i ca l  

g r a n t s .  The proposal ,  however, contemplates v a s t l y  increased 

l o c a l  d i s c r e t i o n  i n  determining prograin p r i o r i t i e s  w i t h i n  

broad c a t e g o r i e s  t o  r ep lace  judgments of Federal agencies  and 

provfdes f o r  only rninimiii a c c o u n t a b i l i t y  t o  the Federal. Gov- 

ernment as t o  how t h e s e  funds are expended, 

I doubt i f  t h e r e  is'any issue i n  our generation t h a t  

has raised the i s s u e  of a c c o u n t a b i l i t y  more sharp ly .  

Congress r ~ u s t  raise t h e  t a x e s ,  Will hCongress be w i l l -  

ing t o  s e t t l e  f o r  t h e  de l ega t ion  and d i s c r e t i o n  t o  S t a t e  

and local governments that t h e  P r e s i d e n t ' s  proposal contem- 

plates? Can we f i n d  a l t e r n a t i v e  ways of achieving account- 

a b i l i t y  s h o r t  of t h e  d e t a i l e d  arrd burdensome requirements 

which we have today i n  so many of our gran ts - in-a id  program? 
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