
.- . I .  

l1111111111111111111111111lllll111111111 094493 

Address by the  Comptro l ler  General o f  t he  Uni ted S t i r ~ t ~ 3 , ,  ~~ 

Elmer B. Staats, a t  t h e  I n s t i t u t e  f o r  Budget Management 
T ra in ing  of the Nat ional  hssoc ia t ion  o f  S ta te  Budget O f f i ce rs ,  D . p q  

Lexington, Kentucky, J u l y  10, 1968 
I 

"BUDGET REFORM AND OVERALL EXECUTIVE MANAGEMENT" 

About a year ago I appeared before t h i s  I n s t i t u t e  and discussed 

some o f  the  recent  developments i n  program planning and appra isa l  In 

t h e  Federal Government. Since t h a t  t ime t h e  w e l l  p u b l i c i z e d  study o f  

p t he  Pres ident ' s  Commission on Budget Concepts has been completed. I 

was p r i v i l e g e d  t o  serve as one o f  t he  16 members who c o n s t i t u t e d  the  
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Cornmission. 

i n  i t s  October 1967 r e p o r t  t o  the  Pres ident  w i l l  s t a r t  i n  motion changes 

i n  governmental budgetary and accounting concepts and management p rac t i ces  

Undoubtedly, t he  recomendations made by the  Commission 

which w i l l  have considerable impact over a pe r iod  o f  years. 

MILESTONES ALONG THE BUDGET REFORM TRAIL 

Dur l  ng t h e  approximate P i  r s %  150 years f o l 1  owi nq t he  nation's 

founding, f i n a n c i a l  c o n t r o l  procedures i n  the  Federal Government were 

simp1 e fund procedures because on ly  very 1 i m i  ted expendi tures were 

required. As the  n a t i o n  grew, budget and revenue problems increased i n  

number and complexity, e s p e c i a l l y  i n  t ime o f  war. Although World War I 

c a l l e d  f o r t h  heavy Federal expenditures, i n  terms o f  standards o f  t h a t  

day, t he  f i n a n c i a l  c o n t r o l  problems o f  the government were s t i l l  small  

as l a t e  as 1930. A t  t h a t  t ime, t h e  Federal debt was about $76 b i l l i o n  

and annual Federal expenditures about $3 b i  11 ion.  



P r i o r  t o  1921 there was no one agency responsible f o r  

preparat ion of an organized budget f o r  the Federal Government as a 

whole. 

pared an annual est imate o f  funds required. 

Under the f i s c a l  procedures then i n  existence each agency pre- 

The agency estjmates were 

then brought together i n  a "book o f  estimates" by the  Secretary o f  the 

Treasury and presented d i r e c t l y  t o  the House o f  Representatives. 

With the advent of counter-depression measures dur inq the 1930's 

and the l a t e r  large expenditures o f  World War I 1  the present day 

s t ruc tu re  of the Federal budget and the form o f  present budgetary p rac t i ce  

began t o  take shape. 

With t h i s  prel iminary,  l e t  me q ive you i n  capsule what I consider t o  

be the major milestones i n  changing Federal budgetary pract ices durinq 

the approximate past 50 years o f  our nat ion 's  existence. 

= The Budget and Accounting Act o f  1921 made a number o f  
important changes i n t h e  f i  nanci a1 management o f  the Fedeval 
Government, most o f  which are s t i l l  i n  operation. The most 
s i g n i f i c a n t  changes were: (1 )  the establishment o f  a nat ional  
budget system by creatfng the Bureau o f  the Budget i n  the 
Department o f  the Treasuvy, administered by a D i rec to r  respon- 
s i b l e  only to the  President. (2 )  the establishment o f  the 
General Aeccsunti nq O f f i  ee under the admi n i s t r a t i  ve d i  r e c t i  on 
o f  a Comptroller General, responsible only t o  the Congress, 
inc lud ing prov is ion t h a t  the GAO make independent a u d i t  o f  the 
Government' s f i nanci ail transact1 ons , w i  t h  reports submitted 
d i r e c t l y  t o  the Conqwss. 

' Transfer o f  the Bureau o f  the Budget t o  the Executive O f f i c e  
o f  the Pres i d e n t . e x e c u t i  \ i?? '?G?fer%7-9maGZi-SvT3F 
improve and strengthen Fiscal  con t ro l  by the President over the 
executive branch o f  the Government. 

e Government Corporation Control Act o f  '1945 required the President 
t o  ( 1 )  inc lude i n  his annual buciqet document "business-tvoe" 
budget estimates for a1 1 who1 1 y-6wned Government corporations 
and (2)  the CBmptrollet= General t o  aud i t  the f i n a n c i a l  t ransact ions 
of these corporations, 
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The Budget and Accounting Procedures Act o f  1950 provided 
substantive changes i n  budgeting and accounting practices 
i n  the Government resu l t ing  from recommendations o f  the 
Hoover C m i s s i o n  on Organization arf the Executive Branch of 
the Government. 

Cost-Based Budgets and Accrual Accountin under Public Law 
84-863 o f  1956 . was a fur ther  resoonse -8 Y Conqress t o  the 
recomnendations o f  the second Hooker Conkission f o r  improve- 
ments i n  budgeting, appropriations procedures, and accounting. 
I n  essence th i s  law required (1) agencies t o  develop t h e i r  
requests f o r  appropriations from cost-based budgets and 
(2)  each agency maintain i t s  accounts on an accrual basis, 
i n  accordance w i th  pr inc ip les and standards prescribed by the 
Comptroller General 

I n s t a l l a t i o n  o f  Planning-Programming-Budgeting (PPP) Systems 
i n  1965 b y Presidential memorandum d i  re t ted  heads o f  executrve 
departments and agencies t o  i n s t a l l ,  government-wide, planning- 
programming-budgeting o f  the type tha t  was begun by the 
Defense Department f n  1961. 

* 

Report and Recammendations of the President’s C m i s s i o n  on 
Budget Concepts, O c t 6 E  7, 1967 contained 12 major  
recomnendations w i th  reference t o  the concepts o f  the annual 
Budget and related f inanc ia l  reports, and some addit ional  
recornendations w i th  regard t o  presentation and rev is ion o f  
budget estimates. One o f  the major changes recommended involved 
presentation of the budget on a un i f i ed  basis. The Budget 
f o r  f i s c a l  year 1969 presented as a un i f ied  budget thus 
superseded the competing budget concepts ( the administrat ive 
budget, the consolidated cash budget, and the national income 
accounts budget) followed f n p r i o r  years e 

When viewed i n  perspective, the study and recommendations o f  the 

President’s Gomission on Budget Concepts i s  but one -- a l b e i t  an 

important one -- o f  improvements t o  enhance the f inanc ia l  management o f  

American publ ic a f fa i r s .  
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I M P L I C A T I O N S  OF THE BUDGET COMMISSION'S RECOMMENDATIONS 

The primary t h r u s t  of the Commission's basic recornendations was 

adoption o f  a u n i f i e d  o r  s ing le  summary budget statement t o  inc lude 

data on budget appropr iat ions,  receipts,  expenditures, ne t  lending, and 

f inancing, As I stated, the 1969 budget was presented i n  the u n i f i e d  

format recommended by the Conmission. The Commission's essent ia l  

recommendations were tha t :  

There be a s i n g l e  Federal budget concept f o r  a l l  purposes. 

' The budget inc lude a l l  programs o f  t he  Federal Government 
and i t s  agencies. 

' Receipts and expenditures be s tated on an accrual basis, 
i.e., a s  earned and as incurred, r a t h e r  than on a cash 
basis as used i n  the past. 

Loans be d i f f e r e n t i a t e d  from a l l  other  expenditures. 

Sales o f  p a r t i c i p a t i o n  c e r t i f i c a t e s  i n  loan pools be t reated 
as a method o f  f inanc ing ra the r  than as a deduction from 
expenditures. 

Receipts be t reated as o f f s e t s  t o  expenditures t o  which they 
a re  re la ted.  

O f  i n t e r e s t  t o  a l l  o f  us who have been i n  the budget f i e l d  f o r  some 

t ime i s  the care taken by the Commission t o  a f f i r m  the importance o f  t he  

congressional appropr ia t ion process as the focal  p o i n t  i n  t h e  a1 l o c a t i o n  

o f  resources among the various Federal programs. O f  i n t e r e s t  also i s  the 

Commission's strong endorsement of :  

The Planning-Programming-Budgetins ( P P B )  system approach 
t o  budget preparat ion and review, and 

The budget presentat ion process, i nc lud ing  presentat ion by 
agencies f i r s t  t o  the Bureau o f  the Budget and subsequent1.v 
before the appropr iat ions committees o f  Congress, theveb.v 
prov id ing d isc losure o f  a l l  in format ion needed f o r  makins 
sound program deci s i  ons , 
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The Commission’ s recomnenda ti on 

-- t h a t  budget expenditures and receipts  be reported on an 
accrual basis instead o f  the present cash bas is  -- 

i s  a l o g i c a l  step. Conventional accrual accounting has long been used 

by p r i v a t e  enterpr ise.  This recommendation w i l l  requi re  Federal agencies 

t o  use modern f i n a n c i a l  accounting and cost  accounti np systems, p r s v i d i  ng 

a more accurate measure o f  the e f f e c t  o f  Government a c t i v i t i e s  on the 

economy than ever  before.  

The Conmission f u r t h e r  recommended t h a t  the p l a n  for repo r t i ng  on 

an accrual basis be carpied ou t  beginning w i t h  the FY 1971 budget which 

w l l l  be presented by the  President t o  the Congress’fn January 1970. 

Most Federal agencies p lan t o  s t a r t  i n t e r n a l  data gathering and t e s t i n g  

on a monthly bas i s  by Ju l y  1, 1968. 

In s e t t i n g  the  t iming f o r  repor t ing on an accrual bas isg the 

Conmission on the one hand took an op t fm is t i c  view on the s t a t u s  o f  

accounts’ng systems development i n  the Federal agencies, 

hand, the  Commissa’an expressed concern t h a t  t he  Demrtment o f  Defense, 

because o f  the s i t e  and nature o f  i t s  programs, would requi re more 

time and encounter more vexing problems i n  convert ing t o  a f u l l  accrual 

accounting basi s than would other departments and agencies. This s i t u a t i o n  

may e x i s t  a lso i n  the Department o f  Health, Education, and Welfare. 

On the other  

Members o f  my s t a f f  a r e  working c lose ly  wi th  s t a f f s  o f  the Budget 

Bureau and Treasury t o  fu rn i sh  agencies w i t h  guidance and assistance 

necessary t o  b r i ng  about f u l l  accrual accolsntinq and reportlnq w i t h i n  

the time reeomnended by the Commission. 
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The impl icat ions of the President 's ac t i on  i n  approvinq the 

Commission's recommendations are far-reaching. For those o f  us who 

have worked i n  the f i e l d  o f  budgeting f o r  a long time, the Commission's 

accomplishment i s  almost unbelievable. That there was v i r t u a l  

unanimity on a l l  major recommendations from a Commission made up o f  

d iverse backgrounds--members o f  Congress, economists and f i n a n c i a l  

experts--makes the accomplishment a l l  the more remarkable. A common 

d e f i n i t i o n  o f  expenditures, a s ing le  and a l l - i n c l u s i v e  budget concept, 

and a d e f i n i t i o n  o f  a c t i v i t i e s  f o r  which expenditures w i l l  be o f f s e t  

by receipts,  make the  budget more comprehensible than ever before, 

a document which w i l l  i n v i t e  more i n t e l l i g e n t  pub l i c  debate and 

congressional r e v i  ew . 
ACCOUNTING SYSTEMS IMPROVEMENTS 

The Budget and Accounting Procedures Act o f  1950 vests i n  the 

Comptroller General f o u r  r e s p o n s i b i l i t i e s  pe r ta in ing  t o  accounting i n  

the Federal Government: 

Approving accounting systems t h a t  are adequate and i n  
conformi t y  w i  t h  prescribed p r i  nc i  p l  es , standards , and 
re la ted  requirements; 

Prescr ib ing accounting p r i n t i p l e s ,  standards, and 
r e l a t e d  requirements; 

Cooperating w i t h  Federal agencies i n  the development 
o f  t h e i r  accounting systems; and, 

Reviewing and repor t ing on agency accounting systems. 
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The General Accounting O f f i c e  has prescribed accountlng p r j n c i p l e s  

and re la ted  requirements for  Federal agencies. And, f o r  a number o f  

years ,  GAO has committed a substant ia l  propor t ion o f  i t s  manpower t o  

carry ing out  the three remaining r e s p o n s i b i l i t i e s .  

Over the 18 years since the passage o f  the Budget and Accountinq 

Procedures Act, progress i n  improving f i n a n c i a l  management systems-- 

inc lud ing accounting systems--has been d isappoint ing ly  slow i n  many 

areas. 

persons, both w i t h i n  GovePnment and outside, the tempo o f  improvements 

has been accelerated great ly .  

However, because of the current  i n t e r e s t  and e f f o r t s  by many 

Several months ago I t e s t i f i e d  before a Subconsnittee o f  the 

Comi t t e e  on Government Operations, House o f  Representatives, on the 

r a t e  o f  progress being made (or  n o t  being made =in some cases) by 

Government agencies i n  meeting the requirements o f  the 1950 law. I 

reported t o  the committee t h a t  dur ing the past two years, execut-lve 

agencies by and large have made considerable e f f o r t s  and notewwthy 

progress i n  improving t h e i r  accountin9 systems. 

there i s  increasing r e a l i z a t i o n  among ageney o f f i c i a l s  t h a t  adequate 

accounting systems can provide management w i t h  cost  and other  data 

necessary t o  e f f e c t i v e l y  p lan and con t ro l  operations. 

I reported a lso t h a t  

I bel ieve we now have a general recogni t ion o f  the need o f  approved 

accounting systems. 

a strong statement o f  p o l i c y  i n  1965 ca ’ f l ing for renewed emphasis and 

e f f o r t s  i n  the improvement o f  f i n a n c i a l  management pract ices.  

House Government Operations Corrunfttee recen t l y  released a repo r t  i n  a 

s i m i l a r  vein. The GAO has increased the s t a f f  assigned t o  work w i t h  the 

agencies three- fo ld  over the past two years. 

Le t  me c i t e  a few evidences. The President issued 

The 
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As i n  so many other  areas, we a t  GAO be l ieve t h a t  progress w i l l  

depend upon a qreater deqree of coopemtion and mutual understanding 

of the problems o f  the GAO and the operating agencies i n  obta in ing 

approval o f  accounting systems. The f a c t  t h a t  only about 1/3 of the 

approximately 170 accountinq systems have been formal ly  approved by the 

Comptroller General i s  testlmony t o  t h i s  po in t .  

We have had t o  recognize t h a t  the systems are becominq increas inq ly  

complex. We have taken steps t o  improve t r a i n i n g  w i t h  the knowledge 

t h a t  good systems cannot be developed and maintained wi thout  competent, 

professional  personnel, And we a re  now approving the systems i n  three 

stages--principles and standards, design, and operation--hopins thereby 

t o  e l iminate disagreements a t  t h e i r  incept ion and avoiding unnecessary 

rework on systems which have been developed and formal ly  submitted f o r  

GAO approval. 

THE NEW "QUANTITATIVE" TECHNIQUES AND SYSTEMS MANAGEMENT 

A most pervasive phenomenon o f  the current  era i s  the p r o l i f e r a t i o n  

o f  sophist icated techniques, methods, informat ion systems, and so on 

ad nauseum, which are o f fe red  t o  managers as aids t o  decis ion maks'ng. 

Some o f  the people who have worked on s c i e n t i f i c  decis ion methods have 

1 umped the 

erroneous 

consistent 

techniques 

under ly ing 
. 

whole t h i n g  under the heading Decision The0r.y. __- This i s  

abel ing since the bundle o f  technioues, e tc .  are net  a s ing le,  

theory o f  how t o  make decisions but  ra the r  a c o l l e c t i o n  o f  

methods, and media f o r  weighing and evaluat ing various factors 

two o r  more possible courses o f  act ion.  According t o  others, 

"decf s ion theory" o r  "systems analysis" or l'systems manaqement" o r  whatever 

l abe l i ng  i s  fashionable a t  t he  moment, i s  simply the amlica$iOn of 
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computers and mathematics t o  problems i n  a way t o  reduce a13 issues 

t o  quanti  t a t i  ve deci s i  on rwl es . 
I am sure you can agree w i t h  me t h a t  when used proper ly the 

technology of information handling, communications, cont ro ls  and re la ted  

developments can be appl ied i n  ways t h a t  not  only can change the process 

of managment i t s e l f  but  can extend the range o f  man's eapab f l l t i es .  

For example, a l e r t  businessmen and g o v e m e n t  administrators are using 

t h i s  technology, computer assisted i n  most instances, i n  the operations 

research areas f o r  b u i l d i n g  mathematical models t o  solve organizat ion 

problems; f o r  s imulat ing varying r e s u l t s  under decis ion a l ternat ives;  and 

f o r  gaming theory appl i ce t i ons  t o  competit ive s t ra teg ies under i n d u s t r i a l  

and other non-mi l i tary as w e l l  as nat ional  defense circumstances. 

I spoke about the extension o f  PPB systems t o  Federal departments 

and agencies. Let me CZIPVY the discussion on PPB a b i t  f u r t h e r  t o  stress 

the hpor tance o f  use of "sys terns management" techno1 ogy i n  the Federal 

Government. 

As the f i r s t  step, PPB c a l l s  f o r  ca re fu l  review o f  the basic 

Objectives of each major area o f  a c t i v i t y .  

t o  look a t  the programs they are carry ing on, as welZ as proposed 

programs, t o  ascer ta in  t h e i r  object ives.  The next saep i s  t o  deternine 

what i s  being or w i l l  be accomplished. Total costs o f  ~ P ~ ~ P ~ I T I S  must be 

measured, not  only f o r  one year bu t  f o r  several years ahead. And the next 

step i s  t o  compare a l te rna t i ves ,  seeking those programs which o f f e r  the 

greatest  effect iveness i n  achieving basic ob ject ives o r  which w i l l  achieve 

those object ives a t  the l e a s t  cost. 

I t  requires Federal agencies 
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Information developed by the departments and agencies under the 

PP6 system was used i n  the spr ing preview of t h e  1968 budget, held 

l a t e  i n  f i s c a l  year 1966, lay ing the groundwork f o r  more e f f e c t i v e  

development and app l i ca t i on  o f  the system i n  the fu ture.  

Progress achieved w i t h  PPB systems so f a r  has been spot ty ,  due, 

i n  part ,  t o  di f ferences i n  the  extent  t o  which agencies have worked out 

means o f  adopting and using PPB and, i n  pa r t ,  t o  the d i f f i c u l t y  o f  the 

substantive questions involved. According t o  the D i rec to r  o f  the Bureau 

of the Budget some o f  the major problems are: 

* Maintaining the t i g h t  schedule required. 

Developing experienced s t a f f s  (also, I might add, i n  
r e c r u i t i n g  them). 

* Obtaining re levant  information. 

Def in ing program benefn'ts i n  concrete and s p e c i f f c  ways. 

The evaluat ion of a l t e r n a t i v e  goals and the i d e n t i f i c a t i o n  o f  the 

Convincing agency o f f i c i a l s  o f  the u t i l i t y  o f  PPB. 

best means of achieving the goal selected w i l l  take t i m e .  These are 

d i f f i c u l t  problems. 

t h a t  i t  br ings problems t o  the surface and sets i n  motion the required 

But the most valuable feature o f  the PPB system i s  

chain o f  problem-solving events. 

There are signs o f  increased i n t e r e s t  i n  the Congress i n  G A O ' s  being 

able t o  provide technical  assistance t o  congressional committees i n  making 

or reviewing c o s t  ef fect iveness studies o f  Government programs. To 

strengthen GAO's  a n a l y t i c  capab i l i t i es ,  we recent ly  establ ished a new systems 

analysis group i n  our O f f i c e  O f  Pol icy and Special Studies. We obtained 

the services o f  an experienced systems analyst  t o  Read t h i s  group, provided 

u n i v e r s i t y  t r a i n i n g  i n  systems analysis t o  various members o f  our s t a f f ,  

and have provided in-house and other t r a i n i n g  i n  PPB t o  many other s t a f f  

members. 10 



We believe tha t  this training will enable GAO t o  make analysts 

available to congressional committees, t o  conduct stud les  f o r  the 

committees, and to  make greater use o f  agency studies i n  our a u d i t  

work. 

the extent of PPB capabili ty i n  executive agencies. 

Currently, we are  making a comprehensive survey t o  determine 

I note with considerable in te res t  t h a t  some o f  the State and 

local governments are u s i n g  “systems analysis” approaches to  solution 

of  some o f  t he i r  major problems. 

undertook systems enqineering studies i n  four areas: transportation, 

crime prevention, data handling, and waste management. More recently 

New York State  has been desiqnina and develming a computer-based 

crimina? ident i f icat ion and intell igence system. And a most excitina 

application has been undertaken by the C i t y  o f  San Francisco i n  usina 

the system analysis approach to  planning i t s  urban renewal program. 

For example, i n  1965 CalifsrRia 

THE COMPUTER AND INFORMATION PROCESSING 

I t  i s  vir tual ly  impossible t o  discuss accountinp and other information 

systems without saying a t  l ea s t  a few words about the impact o f  the 

computer. 

widely among Federal departments and agencies 

extensively i n  their general accounting systems a5 well as i n  the i r  cost  

accounting systems. Some make l i t t l e ,  i f  any, use o f  them. B u t  the 

day is not f a r  o f f  when the accounting systems of a l l  larqe agencies will 

be maintained on computers. 

Use o f  electronic computers fo r  accounting purposes now varies 

Some use computers 



A recent census shows tha t  approximately 4,000 computers were 

be ing  used by Federal agencies a t  an annual cost of approximately $1.5 

bi l l ion.  

certain mili tary and c lass i f ied ac t iv i t i e s  and by Government contractors. 

Inc luding  these costs ,  the to t a l  amounts to  more than $3 b i l l ion  a 

year. 

These to ta l s  exclude computers used and costs incurred i n  

The need for  improved information to  control expenditures f o r  

computers becomes increasingly important as improvements i n  computer 

and comunications technology are  p u t  t o  use. 

the Bureau of the Budget t o  develop a management information system 

for  the automatic data processing ( A D P )  a c t iv i t i e s  of the Government 

a re  carrying us i n  the r i g h t  direction. 

u t i l i za t ion  of ADP resources has increased d u r i n g  the pas t  few years 

under the General Services Administration shar ing program. 

Steps already taken by 

SharSng and hence be t te r  

We a t  GAO currently a re  engaged i n  two Government-wide studies 

relating to  the management and use o f  ADP f a c i l i t i e s  and expect t o  

make our reports t o  the Congress i n  the near future. One re la tes  to 

the various computer u t i l i za t ion  concepts tha t  have evolved over the 

past few years. These range from simple batch-type processing t o  real-  

time, mu1 ti-programed, or  time-shared systems which serve many users. 

We believe tha t ,  as  “third-generation” and communication systems grow, 

the concept o f  sharing large d a t a  bases and programs should develop 

to  a s ignif icant  degree. Only through the greatest  coordination o f  

e f fo r t  on a Government-wide basis,  or ,  a t  least ,  on an interagency 

basis wi l l  we avo id  extensive duplication o f  e f f o r t  i n  desiqning and 

redesigning systems. 
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Another Government-wide study which we are makinp i s  concerned 

w i t h  the  c o m p a t i b i l i t y  o f  data processing systems, 

we a re  look ing  toward ways and means of p rov id inq  automatic interchanqe 

o f  data and programs between computer systems, concent ra t ina  on 

s p e c i f i c  problem areas t h a t  have a r i sen  because o f  a l ack  of standard- 

i za t ion  o r  compati b i  1 i ty. 

I n  t h f s  studv, 

In s p i t e  o f  cons t ruc t i ve  steps taken i n  the  p a s t  few years, we 

be l i eve  t h a t  more a t t e n t i o n  must be g iven t o  improvinq the  management 

o f  data processing w i t h i n  Federal agencies. The GAO plans i n  i t s  

f u t u r e  programs t o  devote more a t t e n t i o n  t o  aqency d a t a  Drocessing 

management, p a r t i c u l a r l y  i n  the  major agencies e 

PROBLEMS AND OPPORTUNITIES I N  FEDERAL-STATE-LOCAL RlELATIONS 

I have purposely t a l k e d  thus f a r  about f i n a n c i a l  management a t  t h e  

Federal l e v e l .  

Federal Government plans and manages i t s  f i s c a l  a f f a i r s  has a most pro-  

found e f f e c t  upon a l l  o ther  p u b l i c  and Dr i va te  economic and soc ia l  

a c t i v i t i e s  i n  the  country. 

This seems appropr ia te  because the manner i n  which the  

A l a rge  segment o f  p u b l i c  expenditures i s  represented by Federal 

g ran t - i n -a id  programs t o  S ta te  and l o c a l  governments. The Bureau of 

t h e  Budget est imates these expenditures f o r  f i s c a l  1968 a t  $18.4 b i l l i o n  

and f o r  1969 a t  $20.3 b i l l i o n .  Conservatively, we can expect g ran t - i n -  

a i d  expenditures t o  r i s e  t o  an annual r a t e  o f  $60 b i l l i o n  by 1975. The 

magnitude o f  t h i s  growth i s  even more astoundinq when we remind ourselves 

t h a t  t e n  years ago Federal f i n a n c i a l  ass is tance tm Sta te  and l o c a l  

governments amounted t o  $4 b i l l i o n  a year, and j u s t  f i v e  years aqo 

amounted t o  on l y  $8 b i l l i o n  a year. 
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There i s  no consensus on the number o f  federal-aid programs. 

The most frequently cited current estimate i o  t ha t  there are statutory 

authorizations for over 400 separate programs. 

t h a t  the programs are administered by 21 departments and agencies, and 

150 bureaus and divisions. 

I t  is further estimated 

Programs are carried on i n  each of the f i f t y  states. Nearly 92,000 

units of local government, each w i t h  i t s  own t a x i n g ,  p l a n n i n g ,  

f inanc ing ,  and operating authorities, are eligible fo r  grants i n  a i d  

under one or more Federal programs. 

This seemingly endless number and variety o f  proqrams has created 

perplexing problems, t o  say the least. 

obtained from nine manpower program souvces, for a d u l t  basic education 

from ten, fo r  prevocational t r a i n i n g  and  skill t r a i n i n g  from ten, and 

f o r  work experience from five. On-the-job training can be financed 

under five programs e 

Funds for j o b  recruiting can be 

Income maintenance is available under nine prsqrams, 

The proliferation of these programs has pvesented the Federal 

Government as well as the states and local governments w i t h  multiple 

problems of administration and financial  reporting. E l ig ib i l i t y  rules, 

application procedures, allocation formulas, expiration dates, and 

contracting arrangements a l l  vary. 

Take the case of a city which  wanted t o  b u i l d  a river-front park. 

I t  found money available under four different Federal programs--the open- 

space program, the outdoor-recreation program, the beaufif icat ion pro- 

gram, and the parks-development program. Even a f t e r  making the choice 

t h a t  appeared t o  offer an advantage, the c i t y  was s t i l l  uncertain a s  t o  

whether i t  m i g h t  have made a better choice. 
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On March 17, 1967, the President sent a message to the Conqress 

entitled "Ouality of American Government" in which he called specific 

attention to the administrative problem o f  managinq grants and directed 

that steps be taken to remedy the situation. A task force was formed 

to develop a plan to do this. As a result of its work a bill was 

introduced into the 1st session o f  the 90th Conqress on August 28, 1967 

(ti. R. 12631 ) to provi de temporary authori ty to expedi te procedures f o r  

pooling o f  grants at the State and local levels. Work of the bill was 

not completed in the 1st session, A similar bill idas Introduced also in 

the second session on February 16, 1968 (S.2981). The bill is entitled 

"Joint Funding Simp1 ification Act o f  1968", and provides enabl inq 

legislation to permit pooling of funds from qrants o f  more than one 

Federal agency. The bills currently are under consideration by 

committees o f  the Senate and House. However, these bills deal with only 

a small p a r t  of the problem. 

Over the past several years, the Intergovernmental Relations 

Subcommittee, o f  the Senate Government Operations Committee, has 

studied the problem of Federal-local relations. This committee has 

called attention to the many problems existing in the Federal Grant 

system. The advisory Commission on Intergovernmental Relations has 

also highlighted the needs for some simplification o f  the Federal 

g r a n t  program. 

15 



So much f o r  the problems and some o f  the pre l iminary work toward 

so lut ion.  What 1 i e s  ahead? The J o i n t  Financial  Management Improvement 

Program, a Federal Government-wide cooperative e f f o r t  o f  which I am 

coleader along w i th  the Secretary o f  the Treasury, the  D i rec to r  o f  the 

Bureau o f  the Budget, and the Chairman o f  the C i v i l  Service Commission, 

i s  estab l ish ing a p r o j e c t  a t  an ea r l y  date t o  conduct a study and t o  

develop recommendations f o r  improvement and s i m p l i f i c a t i o n  o f  the aeneral 

admin is t ra t ion and f i n a n c i a l  management o f  Federal qrants- in-aid t o  

State and loca l  governments. 

This would include e f f o r t s  t o  develop recommendations f o r  grantee 

accounting procedures common t o  a l l  grant ing agencies, s ing le  aud i t  by 

a cognizant agency, and a reductSon i n  repor t inq requirements thpouqh 

s imp l i f i ca t i on ,  combination o r  e l im ina t i on  o f  e x i s t i n g  reports.  The 

study would cover e i q h t  agencies o f  the Federal Government handling the 

preponderance o f  Federal grants-in-aid, e+, the Department o f  Health, 

Education, and Welfare, the Department o f  Housinq and Urban Development, 

the O f f i c e  o f  Economic Opportunity, etc. The p r o j e c t  o r  study team i s  

expected t o  v i s i t  a representative number o f  State and loca l  governments 

t o  ascer ta in  t h e i r  problems as rec ip ien ts  o f  grants. 

I might a lso suggest t h a t  the f u t u r e  should see more a c t i v f t y  by 

State and l o c a l  governments, i n d i v i d u a l l y  and i n  concert, i n  the fo l l ow inq  

areas : 
* Bet ter  determination o f  needed programs, the resource 

requirements and leve ls  o f  expenditures. 

Improvement i n  the t o t a l  f i n a n c i a l  management and reDort ino 
o f  - a l l  resources employed. 

Increasing contacts w i t h  and assistance t o  p r i v a t e  indust ry  
and i n s t i t u t i o n s  i n  i n i t i a t i o n  and development o f  economic 
and soc ia l  development programs. 
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CONCLUSION 

This has been one man's panoramic view o f  the ac t i on  on several 

major budgetary and f inanc ia l  management f ronts .  Perhaps i n  t h i s  broad 

sweep my view has overs impl i f ied some complex developments and unduly 

magnified others which are r e l a t i v e l y  uncomplicated. 

I have attempted t o  s t imulate you t o  th ink ing  both about the 

magnificance o f  challenge i n  t h i s  era as wel l  as about t h e  awesome 

r e s p o n s i b i l i t y  t h a t  accompanies leadership. This paradox o f  our time 

was a p t l y  expressed f o r  another t i m e  and another soc iety  a century ago, 

by Charles Dickens. I n  a Tale o f  Two C i t i e s  he wrote: 

"It was the best o f  times, i t  was the worst o f  times, 
i t  was the age o f  wisdom, i t  was the age, o f  foolishness; 
i t  was the epoch of b e l i e f ,  i t  was the epoch bf i n c r e d u l i t y ;  
i t  was the season of l i g h t ,  i t  was the season o f  darkness; 
i t  was the spr ing o f  hope, i t  was the w in te r  o f  despair." 

Although you do no t  and cannot comprehend the futuve any b e t t e r  

than the r e s t  o f  us, I have the utmost confidence t h a t  you are developing 

the knowledge and the experience t o  make the sensible judgments so 

sorely needed i n  t h i s  r a p i d l y  changing world. 
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