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The foundation laid by the Chief 
Financial Officers Act of 1990 and 
other management reform 
legislation provided a much needed 
statutory basis to improve the 
accountability of government 
programs and operations. Such 
reforms were intended to produce 
reliable, timely, and useful financial 
information to help manage day-to- 
day operations and exercise 
oversight and promote fiscal 
stewardship.  
 
This testimony, based on GAO's 
prior work, addresses (1) the 
progress made and challenges 
remaining to improve federal 
financial management practices, 
and (2) the serious challenges 
posed by the government's 
deteriorating long-range fiscal 
condition and my views on a 
possible way forward.   

What GAO Recommends  

GAO has made numerous 
recommendations over the years to 
federal agencies aimed at 
addressing financial management 
weaknesses.  Regarding the 
government's fiscal imbalance, this 
testimony reiterates a possible way 
forward based on a multipronged 
approach of increased financial 
reporting transparency; reinstituted 
budget controls; strengthened 
oversight; and reprioritized 
programs, policies, and activities. 
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www.gao.gov/cgi-bin/getrpt?GAO-07-542T. 
 
To view the full product, including the scope 
and methodology, click on the link above. 
For more information, contact Jeffrey C. 
Steinhoff or McCoy Williams at (202) 512-
2600. 
ince the enactment of key financial management reforms, the federal 
overnment has made substantial progress in improving financial 
anagement activities and practices. Federal financial systems requirements 

ave been developed, and internal control has been strengthened.  
onetheless, the federal government still has a long way to go to address the 

ix principal challenges to fully realizing strong federal financial 
anagement: (1) transforming financial management and business practices 

t DOD, (2) improving agency financial and performance reporting, (3) 
odernizing financial management systems, (4) addressing key remaining 

nternal control weaknesses, (5) building a financial management workforce 
or the future, and (6) strengthening consolidated financial reporting. 

rom a broad financial management perspective, the federal government's  
inancial condition and fiscal outlook are worse than many understand. We 
re currently experiencing strong economic growth and yet running large on-
udget (operating) deficits that are largely unrelated to the Global War on 
errorism. The federal government faces large and growing structural 
eficits  in future years due primarily to known demographic trends and 
ising health care costs.  As shown in the chart below, if it is assumed that 
ecent tax reductions are made permanent and discretionary spending keeps 
ace with the growth of our economy, GAO's long-term simulations suggest 
hat by 2040, federal revenues may be adequate to pay little more than 
nterest on debt held by the public and some Social Security benefits. 
either slowing the discretionary spending growth nor allowing certain tax 
rovisions to expire—nor both together—would eliminate the imbalance.   

otential Fiscal Outcomes under Alternative Simulation: Discretionary Spending Grows with 
DP after 2007 and All Expiring Tax Provisions Are Extended  

 
ote:  The Alternative Minimum Tax (AMT) exemption amount is retained at the 2006 level through 
017 and expiring tax provisions are extended. After 2017, revenue as a share of GDP is held 
onstant—implicitly assuming that action is taken to offset increased revenue from real bracket 
reep, the AMT, and tax-deferred retirement accounts. 
United States Government Accountability Office

http://www.gao.gov/cgi-bin/getrpt?GAO-07-542T
http://www.gao.gov/cgi-bin/getrpt?GAO-07-542T


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (None)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f300130d330b830cd30b9658766f8306e8868793a304a3088307353705237306b90693057305f00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /FRA <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


