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CFO Act, Thirteen Years Later
By Samuel T. Mok, Chief Financial Officer, Department of Labor
Although established in 1990, the implementation and assimilation of the Chief Financial Officers Act varies widely across the government’s 24 CFO Act agencies.  Subsequent legislation focuses on functional areas referenced in the CFO Act and assigns certain statutory responsibilities for some of those areas to the Chief Information Officer, the Chief Human Capital Officer, and the Chief Acquisitions Officer.  Each of these statutory chiefs reports directly to the Agency Head, even though only the CFO is a Senate-confirmed position.  This “CxO” trend serves to erode the CFO authority and responsibilities beyond the variances that have occurred in each Agency’s distinctive implementation of the CFO Act.   

The Information Technology Management Reform Act of 1996 (Clinger-Cohen) was the first statute to reflect the CFO paradigm by establishing Chief Information Officers (CIO).  With the E-Government Act of 2002, Congress gave the previously Executive Order-based Chief Information Officers Council a statutory basis like the CFO Council.  Unlike subsequent “CxO” legislation, Clinger-Cohen recognizes a consultative role for the CFO to the Agency head regarding policies and procedures for accounting, financial, and asset management systems.  The Chief Human Capital Officers Act of 2002 established agency Chief Human Capital Officers (CHCO) for “selecting, developing, training, and managing a high-quality, productive workforce….” It remains to be seen whether this role will develop to complement or replace the CFO’s responsibilities to “direct, manage, and provide policy guidance and oversight of agency financial management personnel….” Congress legislated a Chief Human Officers Council for CHCOs as well.  Most recently, the Services Acquisition Reform Act of 2003 created the Chief Acquisitions Officer (CAO) and established a Chief Acquisition Officers Council.  The establishment of CxO positions in CFO Act agencies has clear implications for the breadth of duties now performed by many CFOs.  

The Office of the Chief Financial Officer (OCFO) of the Department of Labor conducted a survey of all 24 CFO Act agencies to determine which of nine functions prescribed by the CFO Act of 1990 are performed by each agency’s CFO.  They include budget formulation, budget execution, financial operations and analysis, responsibilities for financial systems, overall information resource management including financial systems, personnel, procurement, grants, and performance management.   

Looking across the nine categories, the category with the least CFO presence was “overall information resource management .”  In only five agencies does the CFO also serve as the CIO.  Six years of Clinger-Cohen and subsequent information technology legislation have resulted in a mature CIO role in most agencies.  Six CFOs have “personnel” as a major function, but 10 CFOs head “procurement.”  Since the three newer “CxO” statutes require the CIO, CHCO, or CAO to have the statutory functional area as their primary duty, the feasibility of any individual serving as one CxO may become problematic as the implementation of each statute matures. 

Two functional areas are performed by each of the 24 CFO Act agencies: “financial operations and analysis” and “financial systems.”  This is not surprising given the strong statutory responsibilities vested in the CFO in each area.  In addition, the transfer of provisions of the CFO Act specifically required each agency to “review its financial management activities for the purpose of consolidating its accounting, budgeting, and other financial management activities under the agency Chief Financial Officer…” “Budget execution” is under the CFO in all but one cabinet agency.  Twenty agencies have “budget formulation” under the CFO, and 20 have “Performance management” as a function under the CFO even though the GPRA does not specifically assign that function to the CFO.  

In 11 agencies the CFO has responsibility for “grants.”  This number is harder to analyze because not all agencies have grant programs, and some agencies with grant programs, like the Department of Labor, have placed grants responsibilities within program areas.   

Examining the survey agency by agency, in two agencies, the Department of Justice and the Department of Treasury, the CFO is responsible for all nine functional areas, serving in effect as a Chief Operating Officer for these agencies.  At the other end of the spectrum, both the CFOs of the Department of Labor and the U.S. Agency for International Development have authority in only three functional areas: budget execution, financial operations, and financial systems.  Five functions are under the jurisdiction of at least 20 CFOs, although only 9 CFOs have all five.  The five areas are budget formulation, budget execution, financial operations and analysis, financial systems, and performance management.  
The Survey of Functions by DOL shows that at best, the CFO Act has seen inconsistent implementation across CFO Act agencies.  If CFOs are to meet statutory responsibilities, they must have the authority to do so; weak implementation of the CFO Act makes it difficult to enforce accountability.  In areas where functional responsibilities overlap, agencies will need to ensure that the responsibilities of the new chiefs do not further erode the overall financial management authorities of the CFO.  
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