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Oklsh

state g penditures in the fiscal ending June
1973 are treaced us I paymeats of & .nd":'namﬁe’d-h?%
: mhetthmasency.ﬁmMedxodoloquxdmmplinhthb
reviewed, and results are pared with previously existing of go
ment expenditures inf

It is axiomatic that citizens and public
officials need information about govern-
ment in order for government to operate
efficiently and effectively within a demo-
cratic system. Financial and economic data

all scate expenditures, a review of its me-
thodology, including internal Oklahoma
worksheets graciously provided by the
Census, indicates that its data are not readi-
ly reconcilable with the official Oklahoma

;_r; imporm;; o:';:)t;ormationnl cou;r
is is a m ogical report of a stud
undertaken to provide a beg:r nndersund‘:
ing of Oklahoma state government expendi-
tures within a system of governmental
functions using data for the fiscal year end-
ing June 30, 1973 (1). First, existing sources
of information about state government ex-
penditures will be examined. Thea the sys-
tem developed to measure expenditures as
external payments of state government
within a functional taxonomy will be re-
viewed. Finally, brief comment will be
made comparing the study’s findings with
data from existing sources.

EXPENDITURES DATA SOURCES

Aside from this study, there are two
existing sources the interested citizen can
use to gain some understanding of the mag-
nitude and character of Oklahoma state
government expenditures. The U. S. Bureau
of the Census publishes angually a docu-
ment entitled Staze G s Fi
This data source reports information for
all fifcy states aod provides a number of
interstate comparisons of both expenditures
and revenues, As in this study, it defines

itures as external payments of gov-
emnment. Its major deficiency results from
a publication lag; the larest publication,
available in the fall of 1973, applies to
Fiscal 1971. In addition, it t::h: gm of
classifying expenditures wi rather
dnffexfeylntsfmm the one with which Okls-
homa policy-makers are familiar. While it
provides s comprehensive messure of over-

state gover pendi igures re-
gorwdsain Schedule III of the Governor's
udget document.

The second principal sousce of Oklahoms
expenditures data is the Schedule III section
at the back of the budget document which
the Governor submits each year to the
Legislature. This is the information on ex-
penditures most familiar to Oklahoma
policy-makers, and, in one form or another,
is the source of most expenditures informa-
tion reported by the state press. It is cur-
rent in that the Schedule III report to be
included in the Governor's get docu-
ment is available within about a month
and a half after che close of the fiscal year.
It uses a straightforward system of classify-
ing agency expenditures into functions of
government. It is an excellent report of
transactions of state government as required
by statute and as necessitated by the prac-
tice of fund accouating. However, it is not
a comprehensive report of external pay-
meats of state government. Nor does it go
as far as possible with respect to classifying
expenditures themselves (rather than agen-
cies and their expenditures) within a func-
tional taxonomy. These features will be-
come apparent in the following discussion
of the methodology.

METHODS
Data developed in this study build upon
ic system of Division of
Budget records as is used by the Census
and in Schedule III. It is emphasized at
the outset that the study would have been
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virtually impossible without the excellent
cooperation received from personael at the
Division of the Budget. Their assistance was
invaluable.

features of the study’s methodology
rel:(:ey to (a) the identification and applica-
tion of a fuactional di

xmy of
tures, and (b) adjustments in ex nditures
as reported by the Division of Budget

to provide a comprehensive measure of
expenditures as external payments of state
government.

A functional classification system

The business of state government is car-
ried on by organizational units which are
frequently called agencies. For the purpose
of reporting expenditures, it is common
practice for states to group the total ex-
m;i‘imm of these agencies into single

ional au%?riu, e.g. Education, Health

his procedure is straight-

forward as long as an agency deals ex-
clusively with the function er which it
is classified. However, in some instances an
agency will have responsibilities that cut
across several functions, and its activities
must be a?pmprinely distributed for the
of reporting expenditures along

ctional lines. Therefore, in order to ob-

tain a reasonably accurate functional break-
down, it is necessary to combine expendi-
tures from all fuands by all agencies for each
of the major purposes of state government.

The functional classification system
which is most widely used in Oklahoma is
the one presented by the Division of the
Budget in Schedule III of the Governor’s
budget document submitted to the Legisla-
ture each January. When referring to the
Division of the Budget reports in the fol-
lowing discussion, this will mean Schedule
III or the detailed expenditures data the
Division uses to develop it.

The functional classification system used
in the present study is a modification of
the one used by the Division of the Budget.
To facilitate the organization of the analysis
of state expenditures, the Division of the
Budget categories are grouped into three
broad headings of expenditure: General
Control, Human Resource Development,
and Material Resource Development. Table
1 describes the relationship between the
broad headings and the more specific cate-
gories used by the Division of the Budge:t.
This table also includes a summary of the
adjustments which were made in the Divis-
ion of the Budget System to arrive at the
classification system used in this study.

TABLR 1. Fumctionsl classification systems: Division of the Budget and the stndy.

Adjustments in
Division of Budget Division of
Broad functional classification functional classification Functional classification
division system system & system categories b

Gen«:‘lnzoyernmem Less: 1 X Genclnl A e"il:'l_nent
General judiciary ndustrial l.er u
control m safety and def develop Public u‘e:y mnteme

Regulatory Regulatory services
Human Bducation ryT— - A
fesource Libraries and museums | subsumed uader
development | Health services “Education” Health services

Social services Social services

Highwa Change: "Highways” to ‘Transportation
Material " . ‘Tnnsyo’r‘;ﬁon"
development N ! Add: Industrial N

" development Industrial development

Not included in Add: "Expenditures not Other expenditures

Division of the Budget elsewhere classified”- not elscwhere
Other that did not fit into

the 10 main classifi-
cation categoties




According to the Procedures Manual pre-
pared by the Division of the Budget, there
are 153 state agencies that do disburse funds
through the Division of the Budget, and 25
agencies that do not. Each one of the 178
agencies was placed under one of the de-
tailed categories listed in Table 1. In order
to do this, it was necessary to determine
the primary function of each agency. The
basic source for this information is the State
Agency Program Catalogue prepared by the

fice of Community Affairs and Planning
(OCAP). On occasion it was necessary to
rely on statutes, agency reports, or inter-
views with agency personnel. To provide
a further check on assignments of agencies
to primary functional categories, a compari-
son was made with the detailed records used
by the U. S. Bureau of the Census in pre-
paring the Oklahoma section in State Gov-
ernment Finances.

Once all agencies had been initially placed
within parts of the functional classification
system, and once the economic adjustments
to reported expenditures had been made,
the most important aspect of the functional

logy was applied. The activities of
the great bulk of state agencies fall only
within one functional category. However,
there is an important group of agencies
which spend money for performing more
than one governmental function. The uni-
form procedure followed in Schedule III is
the classification of an agency within a
single functional category, and the treat-
ment of all the agency’s ex&ncilimru as out-
lays within that single ion. In con-
trast, the study’s methodology iavolved
getting into the fund accounting records of
the Division of the Budget, and reclassify-
ing agency itures from particular
funds which clearly involved functions dif-
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ferent from the principal category in which
the agency had originally been placed. This
lacter approach is also used in the Census
reports.

Adjustments in state expenditures data

In order to derive a set of expenditure
figures that reflect the external payments of
state government, it was n to make
two kinds of adjustments to the Schedule
III daca. First, since certain expenditures
are not included in Schedule III, it was
necessary to add them to the reported ex-
penditure of $1,339,279,407. Second, some
of the expenditures in Schedule III are
overstated and they had to be reduced by
the appropriate amounts. It is emphasized
that throughout these adjustments, the
methodology required continuously main-
taining the ability to reconcile the study’s
data with Schedule III information as “con-
trol totals.”

Expenditures mot included in Division of
the Budget reports

Toral state expenditures reported by the
Division of the Budget ($1.3 billion) does
not include (a) expenditures of agencies
that do not report ex itures through the
Division of the Budget, (b) expenditures
of the Turnpike Authority, Grand River
Dam Authority, and the Oklahoma Ord-
pance Works, (c) expenditures for auxil-
jary enterprises, and (d) certmin types of
interest payments. These are summarized in
Table 2.

Agencies mot reporting  expenditures
through Division of the Budget. In order 1o
obtain the expenditures of the 25 agencies
that do not disburse funds through the Di-
vision of the Budget (2), it was necessary to

TABLE 2. Additions to total state expenditures reported in Schedule 111

Total state expenditures:
Schedule 111

PLUS:
A ies not repotti
through budget
Tarnpike Authority, GRDA, Oklah
Ordnance Works
Auxiliary enterprises
Interest
Total additions
TOTAL (Schedale 11 plus additions)

ditares

P

$1,339,279,407
$ 1,028,820
46,495,331
73,104,006
£940,569

125,568.926

$1,464,848,333
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contact each sgency by mail and ask them
2’ mpply.%ormnion.l i:d“d;b:t' :fonr of

agencies su informa-
tion which was requectgs. Total -
tures for these agencies in Fiscal 1973
amounted to $1,028,820.

In addition to these twenty-one state
agencies, itures data were obtained
- from the Turnpike Authority, Grand River
Dam Authority, and the Oklahoma Ord-
pance Works Authority. Expenditures
on the quasi-public institutions were
$46,495,531 in Fiscal 1973. The sum of these

two fi $47,524,351, was added to the
ex itures reported by the Division of
the Budget.

Auxiliary emserprises of colleges and uni-
versities. Universities and colleges operate
auxiliary enterprises such as dormitories,
cafeterias, and tores. Expenditures on
suxiliary enterprises are financed mainly

charges for services and, in the

, they have not been made through

Division of the Budget. As a result,

these expenditures do not appear as part

of the total expenditures of the state record-
ed in the annual Budget document.

. Since the latest data that were available
on suxiliary enterprises expenditures was
for Fiscal 1972, it was necessary to estimate
Fiscal 1973 expenditures. They amounted
to $73,104,006. This figure was then added
to the expenditures reported by the Divi-
sion of the Budget.

Imterest. In reporting state expenditures,
the Division of the Budget has included

TAME 3. Dedactions from expendisures

only a portion of the interest payments
made in Fiscal 1973. They have omitted
the interest paid on revenue bonds which
were issued 0 construct revenue-generating
buildings on university and college campus-
es throughout the State. The State Treasur-
er’s office reported that interest on this
type of debt amounted o $4940,569 in
Fiscal 1973. Therefore, this amount was in-
cluded as part of total state expenditures in
the present study.

Reported agency expenditures:

The accounting system used by the Divi-
sion of the Budget, while necessary to en-
sure proper budgetary control of state
funds, results in some overstatement of the
economic impact of state government ex-
penditures. Therefore, it is necessary to
modify the expenditures data reported by
the Division of the Budget in order to

them more meaningful within the
economic context of reflecting actual re-
sources absorbed as a result of state govern-
ment activities. Adjustments are necessary
with respect to the following classes of re-
ported expenditures: payment of principal
on debt; refunds of overpayment of taxes,
lic fees, unsp balances and other
charges; state taxes remitted to the Okla-
homa Tax Commission; payments to other
state agencies for the transfer of federal
funds; intra-agency payments; inter-agency
yments; Industrial Finance Authority
0ans; other deductions. These are summar-
ized in Table 3.

Total expenditures: Table 2

LRSS:
Principal payments
Refund of overp taxes, lLi etc.
State taxes itted to tax issi

Payments to other state agencies for transfer
of federal funds
lnmwypuymu

Interagency pe:

Loans-OIFA

Deductions due to differences in i
ctions due o in feporting

Other deductions

Total deductions

TOTAL ADJUSTED EXPENDITURES

$1,464,848,333

$ 4901,439
957,582
99,562

3,821,376
3,415,769
15,116,183
1,183,515

69,987,613
22,823,164

122,306.203
$1.342,542,130




Payment of principal om debs. If the
State of Oklahoma issues debt during Fiscal
1973 and uses the proceeds to purchase
goods and services, such a transaction should
be counted as an iture during the
fiscal year. Likewise, it would be incorrect
to count the repayment of this debt in a
future time period as an expenditure dur-
ing that period. Principal payments
amounting to $4,901,439 in Fiscal 1973
were deducted from reported expenditures
because the associated purchase of goods
and services had been counted in previous
years. Interest on debt is not subtracted
because it reflects a true current cost asso-
ciated with the state’s use of other people’s
money.

Refunds of overpayment of taxes, licenses,
and fees. The Wildlife Commission sells
bunting and fishing licenses to dealers for
cash, When a dealer has not sold all of his
licenses by the end of the year, he recurns
them to the Commission and receives a
refund. Such a transaction should not be
counted as an expenditure; therefore, all
outlays of this type must be deducted from
expenditures reported by the Division of the
Budget. These deductions amounted to
$957,582 in Fiscal 1973.

State taxes remitted to the Tax Com-
mission. This class of expenditure occurs,
for example, when the state hospital at
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other state agencies for transfer of federal
funds should be subtracted from the report-
ed total expenditures of the agency trans-
ferring the funds. Payments to other state
agencies for the transfer of federal funds
were $3,821,376 in Fiscal 1973.

Intra-agency paymenss. Intra-agency pay-
ments are transactions transferring funds
among accounts within the same agency. An
agency’s expenditures are overstated if
intra-agency })tymeuts are included in state
totals. Theretfore, all intra-agency payments
were deducted from cotal reported expendi-
tures of each agency. The total amount
of intra-agency payments deducted from
Schedule III expenditures was $3,415,769.

Inter-agency paymemss. If Agency A
makes a $50,000 payment to Agency B, this
should not be counted as an expeanditure
for both agencies. However, a question
arises as to which agency the expenditure
is to be assigned. In the case of state taxes
remitted to the Tax Commission and pay-
ments to other state agencies for transfer
of federal funds, the above discussion in-
dicates these expenditures are not attributed
to the originating agency because it was
merely serving as a conduit for the transfi
of funds. In other instances, inter-agency
payments are similar to what a private sec-
tor firm would view as necessary costs of
T ing a busi Asag 1 rule, inter-

Norman operates a canteen and collects
sales taxes on goods sold. This money is sent
to the Oklahoma Tax Commission and is
recorded as an expenditure by the remitting
agency. The agency is merely acting as a
collecting agent for another unit of state
government, and this kind of transaction
should not be counted as an expenditure.
Whenever an expenditure such as this ap-
peared, it was deducted from the agency
total. The sum of these deductions was
$99,562 in Fiseal 1973.

Payments to-other state agemcies for
transfer of federal fumds. This type of
transaction is similar to the one discussed
in the preceding section. For example, the
Oklahoma Crime Commission receives fed-
eral dollars which it disburses to ocher
state agencies for various crime preveation

Under the system used by the

programs.

Division of the Budget, tbisezendi is
recorded twice, once by the Crime Com-
mission and again by the recipient agency.
To avoid double counting, all payments to

agency payments were deducted from the
expenditures of the unit receiving the pay-
ment. The total of these inter-agency pay-
ments amounted to $15,116,183 in Fiscal
1973. This amount was subtracted from
state expenditures recorded in Schedule III

Industrial Finance Authority loans. The
Oklahoma Industrial Finance Authority
issues bonds backed by the full faith and
credit of the state. The proceeds of the
bonds are used to set up a revolving fund
from which loans are made to community
industrial development agencies in Okla-
homa. These loans are reported by the Divi-
sion of the Budget as expenditures of the
Oklahoma Industrial Finance Authority.
Since loans should not be counted as ex-
penditures, the cotal amount of OIFA loans,
$1,183,515, was subtracted from total stace
expenditures reported in Schedule IIL.

Otber deductions. Further deductions
were made from Schedule I1I expenditures
because of the way retirement and insur-
ance expenditures are handled by the Divi-
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sion of the Budget. A brief discussion of the
problems associated with recording these
types of expenditures will help in explain-
ing why such adjustments were necessary.

State government in Oklahomal either
operates or participates in several retire-
ment and insurance 11,1 Some of the
programs are especially for state empl
while others have broader coverage. Func-
tions of these include the provision of hos-

italization and life insurance, temporary
income for the unemployed, payments to
workers injured on the job, and income to
retired persons and their survivors.

Within the main framework of the
examination of state expenditures by func-
tional categories, ex itures for insurance
and retirement are simply the costs to the
agency, or to state government as a whole
through dedicated revenues or appropria-
tions, of contributing whatever is required
to fund and maintain the programs, For
example, within the Trans tion func-
tion, there is an expenditure which reflects
what the Highway Depariment paid into
the Public Employees Retirement System.
This is a useful definition of ex iture
from a managerial point of view use it
reflects government costs clearly related to
petforming a particular function during a
given year (3).

This approach differs from that used by
the Division of the Budget in recording ex-
fendimm on retirement and insurance. In

act, retirement and insurance expenditures
are not handled consistently in the final
computation of state government expendi-
tures as it appears in Schedule III of the
Govergor’s budget document submitted to
the Legislature. For example, expenditures
for the Oklahoma State Teachers Retire-
ment System are treated in the same way
as they are in the main of this report,
i.e. they are the appropriated and dedicated
revenues which state paid into the sys-
tem. However, expenditures for the State
Public Employees Retirement System are
treated entirely differently, and include dis-
ts for savings and portfolio man-
sgement associated with the trust fund.

As a result of the differing approaches
discussed sbove, itures recorded in
Schedule III of the budget document were
reduced by $69,987,613.

Two additional adjustments resulted in
deductions of $22,823,164 from Schedule
III expenditures. The Division of the Bud-
get reported that the Department of Insti-
tutions, Social and Rehabilitative Services
disbursed $29,489,755 from the Medicare
revolving fund. This figure included
$19,823,164 of intra-agency payments and
refunds made to the federal rnment
which had to be deducted. Finally, the $3
million of gasoline tax revenues apportion-
ed to the Oklahoma Turnpike Authority
had to be subtracted from Schedule III ex-
penditures since it was included in this
study under Turnpike Authority expendi-
tures.

COMPARISON OF RESULTS

The preceding methodological discussion
has indicated major differences in approach
between this study and the report of state
expenditures appearing in Schedule III of
the Governor’s budget document. These dif-
ferences relate to two general features: (a)
how to classify expenditures in order to il-
lustrate accurately the way in which ex-
penditures fall into different functional
classifications of state government activity,
and (b) what data to include and what to
exclude in identifying economically rele-
vant state expenditures. The problem of
determining what functional classification
system to use was also discussed, with em-
phasis on the desirability of using the state’s
own system.

Table 4 reports the study’s principal find-
ing with respect to O state govern-
ment expenditures by functions during
Fiscal 1973. Since the development of these
expenditures figures required a substantial
amount of analysis and data processing, the
question arises as to how significant is their
informational content relative to what can
be obtained from already existing state ex-
penditures reports.

Little comment is with respect
to a comparison with U. S. Buresu of
the Census’ State Govermmenwst Fimances
source. The Bureau’s rt on Fiscal 1973
expenditures will p: ly not be available
until 1975, so no comparison can be made
at this cime. Moreover, the functional classi-
fication system used in Siste Govermmewt
Finances is substantially different from the
one used in this study. It is likely, however,
that the study’s estimates of expenditures



TABLE 4. Swummary of state expenditures by
function, Okleboms, year oewding Jume 30,
1973. Grend total: $1,342,542,131.15

General Control $85,631,215.55
General Government 27,409,644.67

(=) Executive
(b) Legislative 3,;35.38!.;;

(c) Financial administration 11,188,966.
general

8,632,229.57
and 10,154,399.02
Public safety and 43,621,659.67
(a) Police 22,301,748.48
(b) Corrections 13,565,823.05
(c) Defense 3,003,378.13
(d) Fire protection 4,750,710.01
ry services 4,445,512.19
Human Resource Development $957,769,508.12
Education 543,762,855.24
(2) Higher education
institutions 249,960,248.80
(1) Universities 123,476,841.54
(2) Colleges 29,085,996.95
(3) Junior colleges 13,299,370.16
(4) Post-secon:
vocational-technical  5,122,258.96
(5) Auxili
enterprises 73,104,006.49
(6) Higher education,
not elsewhere
classified 5,871,774.70
(b) Elementary and
secon 241,210,028.33
(¢) Vocational-technical 18,340,559.17
(d) Vocation-rehabilitation 10,718,992.79

(e) Libraries, museums,

and cultare 3,691,016.51
(f) Education, not elsewhere
classified 19,842,009.64
Health services 199,262,776.51
(8) Health and health 62,865.824.63
policies 1
(b) Mental health and
mental hospitals 36,396,951.88
Social services 214,743,876.37
(s) Public welfare 179,335,509.15
(b) Employment security 27,574,184.19
(c) Other social services 7,834,183.03
Material Resource
Development $287,068,507.74
T reation 245977,289.05
(=) Highways 245,628,654.83
(b) Air transport 330,154.26
(c) Railways 479.96
(d) Water transport 10,000.00
Natural resources 37,007,750.94
=5 tal quality 9,328,281.60
environmen 1.
e s
ater
) Air 70,869.54
(4) Eavironmental
coordination 92,602.56
fb)) mm 15,491,868.42
c -
cives development 12,187,60092
Industrial development 4,083,467.75
expenditures
not elsewhete classified 12,072,899.74
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for general purposes 6,076,738.30
oa g
bonds 6,033,942.07
Other, including ad for
h 'li in" justment
peyments — 37,780.63

will match fairly well with that of the
Census when adjustments are made for dif-
ferences in functional definitions. Both ap-
proaches are similar with res to defini-
tions of what to include and exclude, and
with respect to the classification of spend-
ing along functional rather than strict
agency-by-agency lines.

A much more important comparison is
to be made with expenditures data which
are already available for Fiscal 1973, and
which will appear as Schedule III in the
Governor’s budget document. When the
study’s total expenditure figure was finally
determined in late August of 1973, it came
as a major surprise to the investigators that
their figure was scarcely different from chat
of Schedule 1II. Building from the same
Division of Budget data base, but using
substantially different methodology, the
study'’s total was $1,342,542,131 as compared
with Schedule III's $1,339,279,407, a differ-
ence of only 0.24 percent (Table 5). Al
though the totals are virtually the same,
their internal composition and distribution
among functions are substantially different.
Two techniques borrowed from the field of
demography are used to illustrate these dif-
ferences.

The first major difference results from
the inclusion in one, and exclusion from
the other, of certain expenditures data. The
study’s total figure includes $125,568,927
(s)ihe:fenditum which are not included in

ule 1II. At the same time, Schedule
11 includes $122,306,202 of expenditure
data not includedfin the study’s noum‘{ Sum-
ming these two figures gives an indicator
of tge gross difference ﬂtween the com-
ition of the two distributions of
m7,875,129. When this figure is divided
by the total of either distribution and
multiplied by 100, the result is called an
Index of Gross Shift (4, pp. 353-356). This
index is 18.46 when aﬁh@d with the
study’s total, and is 18.51 using Schedule
11's total. In other words, viewing the two
totals, sbout one out of five dollars is not
common to both.
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‘I'All.l S. Com of study resslts with Schedule 111 state expenditures from Govermor's budges
hlaboma, Fiscal 1973,
of the Per- Per-
Division budget centage Seat i cen
functional of total -mjyum of 3&'
classification expendi- classification expendi
system Expenditures tures system Ex| tures
General government $ 37,025,611 2.77 General government $ 27,409,644.67 2,04
Legsl and judiciary 10,086,923 0.75 Legal and judiciary 10,154,399.02 0.76
Public safety Public safety
and defense 38,599,018 288 and defense 43,621,659.67 325
Regulatory services 12,641,558 094 Regulatory services 4,445,512.19 033
Education 471,402,204 35.20 Education 543,762,855.24  40.50
Libraries & museums 3,141,113 024 (Libraries & museums) - —0—a
Health services 37,744984 282 Health services 199,262,776.51 14.84
Social services 468,898,572  35.01 Social services 214,743,87637  16.00
Highways 217,875,449 16.26 Transportation 245977,289.05 1832
Nataral resources 23,773,960 1.78 Natural resources 37,007,750.94 2.76
(Industrial development) —0— 0—b  Industrial d P 4,083,467.75  0.30
Othere 18,090,015 1.35 Other expenditures
elsewhere dmﬁed 12,072,899.74 0.90
TOTAL $1,339,279,407 100.00 $1,342,542,131.15  100.00

& Clagified under Education
b Classified under General government and other
¢ Includes fand on

Pay

The second major source of difference
between the study’s results and the Schedule
I report relates to the way in which data
are - within functional classes of

itures. The study’s classification sys-
tem uses virtually the same terms as Sched-
ule I1I, and it is possible to look at con-
trasts between ways in which total expendi-
are allocated functions. In
6, the percentage breakdowns of ex-
itures by functional categories is com-
by subtracting, for each category, the
study’s share from the share reported in
Schedule 1II. Of course the algebraic sum
of these differences is zero. the dif-
ferences are summed without regard to
ngn.mdtb:lmdedbyZ the result is a
messure that demograpbers call an Index.
of Dissimilarity (4, pp. 232-233). lf the two
sets of percentage shares were identical, the
Index of Dissimilarity would be zero; if
theymemﬂyd.ﬁennt,tbelndamld
be 100.00. The value of the Index com
the two distributions in Table 6 is 21.
This can be interpreted as implying that the
difference in functional allocations between
the study and Schedule 1II lies about one-
fxfthohhemynloug-mnnwmbegm
w with cotal mmhrity and ending with

tures
peod:
pared

bonded debt and other local apportionments.

TABLE 6. Index of dissimilarity, Schedule Il
pared with expendit; tnd.

com ox; wres study
Schedule Expendi- Differ-
III  turesstudy ence
% % %
General ament 2.77 204 + 073
kﬂ: judiciary 075 0.76 - 001
Public

and defense 2.88 325 - 037

Regulatory services 094 0.33 + 061

3 3520 4050 — 5.30
Libraries and muscums 0.24 _— + 0.24
Health services 2.82 14.84 ~=12.02
Social segvices 3501 16.00 +19.01
Highways,

Transportation 1626 18.32 - 2.06
Natural resources L78 2.76 - 098
Industrial

develo; — 0.30 - 030
Ocher 135 0.90 + 0.45

Total 100.00  100.00

regard to i‘n 4
D. = ¥43|nts| = 21.04

In conclusion, it must be em, huxzed tlnt
the contrasts between the
mmdnnandthuofSchednlem not
imply that either set of figures is the
“correct” one. The fund sccounting records
oftheDtmmoftheBndgetmkﬂ
with the primary purpose of sssuring
financial integrity of state agencies within



the requirements of state law. Although the
investigators in this study are economists
racher than accountants, they were unprm-
ed with the thoroughness of the state’s
record keeping system. Hence, with the
exception of excluded agencies, the Sched-
ule III system is the correct one with mpect
to its purpose. The study’s

different one, and it is bo the ex-
penditures data developed therein shed
substantial light on the total external pay-
ments of government within a truly func-
tional system of classifying expenditures.
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