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January 7 , 1988 

The Hono L~bl e J ack Brooks 
Cha i rman, Commit t e e on Governmen t 

Operat ions 
House o f Re pr esentat i ves 

Dear Mr. Chai r man : 

Th is lett e r r esponds to you r reques t fo r comments on the 
"Federal Financ ia l Manage r,1ent Impro vement and Publ ic 
Accountabi li t y Ac t " (H.R . 31 42, 100th Congress), introduced 
by Representat i ve Joseph J . Di oGuard i . The purpo se o f thi s 
bi ll is t o provide central d i rec t ion to , and coordinat ion 
o f, feder a l f i nanci al ma nage me nt activi t i es . It i s a lso 
inte nded t o prov ide fo r t he produc t ion o f adequa t e , 
accur a te, timel y , and consistent fina nci a l data fo r use by 
the execut ive br anch and the Congr e s s . 

As I stated in my June 25 , 198 7, l ette r to you (a copy of 
which is enc l osed) , I am conce rne d abou t t he government ' s 
l a ck o f effec tive f i na ncial manag e ment and accountab i lity. 
I bel ieve that i f re fo r ms a r e to pr ovide effec t i ve and 
l as ting improve~ents , they mu s t be guided by a cohesive 
f r amewo rk under centralized leadership and tha t they must 
ir.clude di s c i pline and accoun t ability . 

Fur ther, 1 strong ly bel i ev e that a leg i s lative founda t ion 
i s crucial to t he success o f the r e fo r m e f fort . Exper i enc e 
has shown thu t any majo r f ederal manaqement re f o r m is more 
likely t o be success ful when suppo r ted by a leg i slati ve 
foundation r ather than when car r ied out by ad hoc g r oups o r 
initiat i ves. Accor ding l y , in June 1987 , GAO prov id ed you 
wi t h a bill add r essing elements which it believes nre 
c r i t ica l to s ucc essful re fo rm . Br ie fly stated , the bill 
which we dra ft ed provi des fo r : 

(1) cen tra lized leade r ship whi ch is responsible fo r a 
gove ~nmen t wide plan to impr ove financial management 
s ys t ems and fo r annual p rog ress reporting , 

(2) cor responding financial management leade r ship in 
e xecutive b r anch depar t ments and agencies , a nd 
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(3) annual prepa r ation and a udit o f agenc y and 
go ve r nment wide f inancial s ta te ments t o fo ste r 
accountabi l i t y and system integr ity . 

Repr esentative DioGuardi's bill, H.R. 31 42, provides fo r 
many o f the above elements, although in a Flight l y 
d!fferen t manner t h an does our dra ft bill . In additi on , 
the "Federal Fi nanc ia l Management Refo rm Act of 1987" 
(S . 1529 , 100th Congress), introduced by S~nato r John 
Glenn, addresses many o f t l,ese same conce r ns. 

~egislation requi ring the l eadership, planning , r epor ting, 
and audit i ng w~ich I outlined abo ve wil l pr ovide a means 
fo r overseeing t he gover nment's success in rne~ting the goal 
o, i mproved federal f i nancial ma nagement. Prov iding a 
legislative basis fo r these c r itical e l ements is also 
essen t ial fo r hel~ing t o achieve permanence , cons is tency , 
and cont r ol over imp r ovemen t effo r t s . 

I wo ul d be pleaseJ t o meet with you t o discuss these 
impor tant is sues . In additi on, my s t a ff is ava ilable t o 
discuss so me o the r matt e r s o f a technical natu re. 

/j};iyi/U 
Cha r l es A. Bowsher 
Comptrolle r General 
o f t he Un i ted States 

Enclosure 

2 



ENCLOSU RE ENCLOS UR E 

------------ - ----------- ------------------
CompcroUer G"n~ral 
ot th~ C:nict!'d Swes 

June 25, 1987 

The aon0rabl~ Jack 3rooks 
Chairman, Ccmmit~ee on Gover~.ment 

Operati~ns 
aouse of Representa~i7es 

Dear ~r. Chair:ua.n: 

The federal gover:-.ment' s lack of ef:ec~ i·1e : i::ancial 
~anagement and accountability is beir.g i ~creas~~gly 
highlighted through our own reports as ~ell as t~ose made 
by agency heads under the ~edera.l ~anagers' : i~ancial 
I~tegricy Act and ~y the i~spectors general. ~ecent 
reports are replete 4ith e~amples of ~roblems ra::gi~g ::cc 
an inability to account :or a hal! billion ~ollars of 
toreign military sales depos i ts to a n i ~ability t o ~a nage 
or :epor~ on t~e loans and ac~ounts owed to our gover~~ent. 
Bill ions of dollars are ~ei~g S?ent on u.,coord~~a~ed 
ef:orts to upc;:ade ac~ou~ ti::g syst~~s 4h ic~ r. ave rout i::ely 
failed to ~eet t~eir o~jecc:ves. I am concer~ed abo ut our 
goverrunent·' s inabil i ty ·t:.o effecti•rely :io l d fgderal :nanagers 
acco uni:able for their fi~ancial ac~i7i.:ies, general :y 
~ecause we lack ess~ntial fi:1ancial data. 

I am also concerned about our con:in~ed :elia::ce on 
antiquated sys~ems that do not ?rovide t~e i.::: J =-::ia-:i.on 
required : o r ef:ect i·1e manageme:1':, ;,r o<;:am, : ·..:r.ci::g, and 
reve n~e-ge~e ra-:i:1g cec i.s :..o:--~a:<i.::c;. :-,e ~a:: ::o ~ ::-:s~: a: : o : :: 
to rely ori systems and conce9ts t~.!-: co ::oi:. :;;r, ,, i.de ':.:1~ 
financ i al i:1fo nnati on and accou.ntabLit:, ::eeded =,y '::le 
Co r.gress, :eceral ~anagers, a ~d :.~e ?Uc_ i c. 

I :mow t:ia.t you s :iare ~y concern over -:::e c; o·, e::-:--..~e!:t ' s :.1ck 
of effecti ·1 e :i:1anc ~al :nanagemen-:. a::d accoL::::aj :..1.:. -::, as 
evidenced ~y yo~r s-:.rong leadershi? in s~o nsori!'lg i~po::-tant 
legislation address i :1g t~ese pr,~l~s, i :1cluding :te 
Financial I:1:egr i ty .\ct, -:he Sing l e .\udi-:. Act, -::'1e 
Inspector General .\ct, :~e ?rompt ?ay ~ct, a~d t~e Debt 
Collection Act. ! Our leadershi? i s ::eeded once aga ~:1. 
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We n,ust b · i d on t::iese ;:,ast leg · s at i ·1e ni~.:.atives o 
continue improving federal financial anagement. I be ieve 
t~at improvement, if it is to be effective and asting, 
must be.guided by a cohesive framewor~ nder centra ized 
leadP.rship and must provide accountability and discipline. 
~genc:ywide and, ultimately, governmentwide financial 
statements and the performance of annual financial audits 
will provide this accountability and discipline. T~e 
financial management leadership must be capable of 
developing an overall plan of action which clearly define~ 
objectives, and, equally important, this leadership must be 
capable of implementing that plan. 

System uiprovement ~ill not come about overnight. t ·s 
t.:iere:ore crucial t:ha": t::ie refor:n initiati'l'! ~e st:ar-ed 
prompt y and have t.:ie assurance of continui~y of its 
eadership, purpose, and approach across success h•e 

administrations. To achieve this, a financial management 
leadership str~cture must be legislatively ~andated :3ther 
t.:ian .eft to ad hoc groups or initiatives. 

?xperience has shown that ~ajor federal management :e:or:n 
of any ~ind is more i~ely to succeed if it has a 
legislati7e i,cerpi~ni~g. Consequent y, ~e drafted ie 
attac~ed ~i 1 to address -~e long -s":andi:i.g :i~ancia 
:uana.gE!!nent prob ems. 

( l l centr~ :zed leadershi? tha: is respons:~ e :or 
developi~g and imp ementing ·a gover:"".rnent~ ·de ?lan for 
improvi~g Einancia- ~anagement systa~s and repor":ing 
annua ly on t~e pan's ?regress, 

2 ) corres;:>ondi:-.g :i~a.ci3.l ~a.ageme~t leade:shi~ ::,. 
execut • ·re branch depar~~ents and a.gene ies, a d 

( 3 ) annua ;,reparation and a •~dit of a.gen-:y and 
go•rer:-..T.er:t·,.,:=e ::..::a:-.=:al sta':e::-.e .. -:s ':.:: : :: s-:~:­
accountabi ity and system i:-.tegr :.. ty. 

! !:le ie11e -:his _egislat.ion • .,i_ enabl~ :i s -:o ~ore 
ef:ec-:.i·re '/ :nanage and co tro :he :eden . .:. ; cve:=-.ment' s 
:inancial ac-:.ivi•ies, ~ill ~eqin t:o restore :he 
acco ntabi ity ·and credi~i. · :y of cur over~~e~: :o :~e 
public, and will resu t :n :neasurable :!lone ary savi:i.gs t:o 
the government of billions of d~ lars. 

am sendi~g you our draft bi 
~ecause of your ong-standing 
am also sending a copy of our 
Chair.nan, Senate ommittee on 
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l for your consi=eration 
eadershi~ inc: is a:ea. 

draft bi today ~o •he 
Go•rernmental Affairs. I 
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would be ? leas~d to • ..,ork • .., i.t::1 :.,ou co nce,n i:ig t hi s oil l and 
would appC'eciata t!'le o pport un ity t o meet. ·• it.h you i :1 :!'le 
near future to discuss these L~poC'tant i ssue s. 

Sincerely yours, 

{JU,!J. 
Charles A. Bowsher 
Comptroller General 
ot the 0nited States 
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