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TERRITORIAL AND COUNTY EXPENDITURES 

For what purposes does the Territo:ey am i ta counties speoo public 

funds? At what rate have governmental outlays in Bawii increased since 

World War II? What fe.ctora have caused this increase? Which governmental 

functions have expanded most rapidly? How does the level aoo the pattern of 

governmental expenditures in Hawii COl!lpare with avere.ges of the entire 

nation? 

Answers to these questions are sought in this report. They furnish 

data necessary for an appraisal of the overall fiscal position of the Terri­

tory today. Examination of trends established over the past 12 years pro­

vodes a factual background against which to consider the future budgetary 

needs of government in Hawaii. 

This study is concerned solely with the expenditures, technically re­

ferred to e.s government .£2!!._t payments, which are made by the Territory and 

the four counties in the course of providing services to the public. Expen­

diture data were obtained primarily from territorial and county auditor re­

ports, analyzed to eliminate double counting and expanded to include certain 

omitted cost payments. 

Direct expenditures by the federal government are of coarse excluded 

frcm this report. However, all money spent by Hawaii 1 s ,,-overr:rnents, whet.her 

derived from federal grants or from local te.x<'<s, fines, fees, or borrowfog, 

are counted in "government cost payments." 

lrxcluCed fro• th1 data prea•nted are tr1n1fer1 of funds b•t•e•n 1gcncl4s althin the terri­
torial or coul"lt)' govern ■ enh, or bet ■ een these· two lenl11 of 90¥ern1t1ent, since the) refl1C;t merely t 
■ 011e111enl of publ tc •on•y a ■ ong pub I ic accounh, r11.ther thi.1.n actual costs t:> the h.1.pay~rs. Alao 
oal-thd .iire repay.. nte of public debh1 to includ• both th• spending of fuMs ,.aiuad fro• lhe s-filo of 
gov•rnaenl bonds .iind the rep&y ■ ent of thoae bonda ■ oulj be to 1how lht llM 1.1.pendlture t.ic•• kon~y 
paid out for ir1ve1h1rnta or to incrl'&H invtntorle~ of 1upplle1 are e.1.cluded for the u•c re,uon--t,:, 
a,..oid doubl,t countl11~. (Sec Appandi,.._ V for• d•finit:i.:in of "gonrnaent coat pay.-enls" o.nd a descrip­
llio, of the aleFS neceas~ry to co•pute lh•• fro ■ ter~Jtorl31 tn~ county repo,tt.) 



CH ART I 
TERRITORIAL GOVERNMENT CO.fT 4-76,758~000 

IN FISCAL YEAR ENO/NG .TUNE 30,1952 

EDUCATION 
{/NCJ.UD/NG 1-2/,745,000282 J.IBRAA.IESJ 

COMMUNITY WEJ.J:'ARE 
r1NC£UOING H05P/TALJ, 
INf7/TUTION.f FOR2 5°7.. IIAN/J/CAPP.EIJ., $ /9.48/ 000 
CORRECTION, AN[) ' ' 
Pl/BJ.IC AfJlfTANCE) 

$/2,87.3,000 

GENERAL GOVERN-
11% MENT ANP $8,519,000 

PROTECTION 

18¼ AlL OTHER $/,4✓ /40,000 

(§EE APPENDIX I ) 



I. THE PRESENT PATTERN OF GOVERIDmlT COST PAYMENTS 

A. For what doel!I the T,n:itor;y: l!lpend its money? 

The Territory, in moat recent yearl!I, has expended approximately two­

thirds of government cOl!lt payments 1n Hawaii. In the fiscal year June 

30, 1952, however, county expenditures were UDUaually high becauee of a 

large school building program. During this last year the two score de­

partments of th• territorial government spent almost f/77 million and the 

four counties expended more than $55 million, bringing total cost pay­

ments of government in Hawaii to $132 million. 

Two major functions dominate the territorial bu:l.get--education and 

community welfare. (Included 1n "education• with the program of the De-

partment of Public Instruction are those of the University of Hawaii and 

the Library of Hawaii. •CoDIDW1ity welfare• coats include expend!tures 

of the Department of Health for hoepitale, and territorial grants to 

•county" am quasi-public hoapi tale, aa well as outlays of the Depart­

ments of Institutions and Public Welfare.) Chart l shows that in the 

fiscal year 1952 slightly more than half of territotial coat payments 

were incurred for education, for hospitals, institutional and correc­

tional care, and assistance to the needy, 

Construction and maintenance of territorial highway-a took about 17 

cents of the territorial cost dollar in the past year, with the federal 

government providing about one-third of the funds expended. Public 

service enterprises, including harbor and airport facilities maintain9!l­

by the Board of Harbor Collllllissinners and the Hawaiian Aeronautics Com­

mission, account.ad for slightly less than 5 cents of the expenditure 

dollar, Costs of protection-largely consisting of exi:enditures of the 

territorial National Guard-and general government (cost of the legisla-



ture, governor's office, law courts, elections, etc.),together comprised 

approximately 11 cents of each dollar of territorial cost payments. 

Protection of natural resources by the Board of Agriculture and For-

estry required expenditure of 2 per cent of total coat payments, while 

outlays for recreation and for interest on debt took less than one penny 

of each dollar spent by the Territory of Hawaii. Health and sanitation 

services, other than those included in community welfare, required 3 

cents or that dollar. Miscellaneous territorial expenditures, largely 

consisting of pensions and the Territory's share of curr,,nt payments _by 

the Territorial Employees' Retirement System (but not repayment of con­

tributions originally made by public employees) comprised about 7 per 

cent of aggregate costs. (Dollar expendi tur"s and more exact percentages 

are shown in Appendix I.) 

B. For what do the counties spend their money? 

EducRtion costs incurrttd by the counties in the construction and 

maintenance of public school buildings and grouncls ,,._ ·,, at an all-time 

high last yea,; comprising one-fourth of total county expPncli t.urm1, Prl or 

to 1951 protection of health and maintenance of streets and 

were the lRrgest county functions, measured by cost ps.yments. However, 

ou I.lays for these puq:oses, while continuing to increase, have been ex­

ceeded in the past two years by school expenditures. 

The provision of police and fire protection and the maintenance of 

other law-enforcinv,, lsw-makinv,, And central adml nis t1·a ti v" facilities, 

tor~ether frcuped as general government, rAqul !'8 tlie second largest 

county expenditures, Protection and reneral governm~nt, the core of' 

local r,overnment.al activities, accounted for a fifth of all county 

exi:enditurea in 1952-almost. double the portion of territorial outlays 

for thPse purposes, 



CHART 2 
COUNTY 0-0VERNMENTS COfT SSS,411,000 

IN F/SCAL YEAR ENDING JUNE 30, 1952 

SCHOOJ.S AND$ /J886 000 25Z l/BRAR/Ef / J, ,, 

.. -

GENERAJ. •
20% GOVERNMENT $II302 000 

AND PROTECTION I I, ' 

STREETS ANo~6 L/grOOO
HIGHWAYS' , J, 

COMMUNITY9% ¢5✓ 086,000WELFARE 

• 

//% Al.I. OTJIER 1-6,32Q.OOO 

(SEE APPENDIX I) 



Streets aJJd higbwaza in most recent year11 have alllo taken a larger 

portion of the counties budgets than that of the TerritorJ'1s, but in 1952 

only 12 per cent ofthecounty expenditure dollar went for road con11truo­

tion and ma1•tenence, compared with 17 per cent for the territorial gov­

ernment. It may be noted that the Territory1 s highway progrMI ill 1952 

was by far the largest of the entire period sinoe 1940. 

The fraction of the county expenditure dollar going for public 11ery­

ice enterprise11 (10 cente in 1952) is greeter than in the oase of th• 

territoriel government ( 5 cente). Most of these expend!tures are in­

curred by the county water systems,.whicb are largely self-supporting end 

not financed by ten.tion. 

Recreation is primarily a county function. Care of the beaches, 

parka, and playgrounds takes more than 5 per cent of local expenditures, 

as contrasted with leas than l per cent of territorial outlays. The 

counties, on the other band, make no expenditures for conserving agri­

cultural . lands, fisheries, and other natural resources, this function 

being performed entirely by the Territory. 

County interest pa;yments, while not large--comprising about 2 cents 

of each expenditure dollar-took twice as much of the county budget than 

of the territorial budget in 1952. This gap may close, hOW9ver, if the 

Territory continues to undertake expenditures from loan funds which for­

merly were undertaken by the coll'\ties, without requiring repayment by 

the counties, es under Act 321 of the l~l legislative session whioh, 

among other things, appropriated territorial bond fonds for construction 

and equipment of achool11. 

C. What is the overall pat.tern of governmental expenditures? 

If territorial and county cost payments are combined, 811 in Chart 3, 



-

I 

CHART 3 
TERRITORIAi.. ANO COUNTY GOVERNMENTS 

TOGETHER COST $/32,169,000 
IN Fli'CAL YEAR ENDING JUNE 3~/952 

27% EDUCATION$35,631,000 

COMMUNITY $21/f c6z(J1nnl9°la WELFARE .,,"JI I vv 

GENERAL 
I 5c,l, G0YERMENT $/~821,000 ANO 

PROTECTION 

STREETS 
/5°7., AND $Jq368,000 

HIGHWAYS 

H~ALTH 
ANO '$ 9,292,000 

SANITATION 

PUBLIC 
ENTERPRISES $B, 9 ll,OOO 

ALL OTHER $ /4,580,000 

( SEE APPEND/}( I) 
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"the overall pattern of government expenditures in Hawaii eeierges. Ap­

proximately one-quarter (lsat year, 27 per cent) of thA total is spent 

for education, including public lihrAries, Almost one-fifth0.9 per cent) 

goes for col!Ill'.uni ty welfare services. One-seventh (1~ p&r cent) goes for 

streets and highways and another seventh for protection and general 

goverruient. 

Theiie activities account for 75 cents of each dollar spent by the 

Territory and its counties. !'lo other single function takes as much as l'.l 

per cent of govorruoontal costs. Closest to this level are expenditures 

for health and sanitation and outlays of public servke ent"rpri3,a. each 

or which comprised approxlmately 7 per cent of the total in l"l52. Pen­

sions, government•~ share of the costs of the public employeeJ retirement 

system, and other miscellaneous charges amounwd to 6 per cent. Each of 

the remaining classes of outlays-for recreation, protection of natural 

resources, and payment of intarPst on the public debt- -respectively took 

no more than 3 cents of each dollar spent by the goverrunP.nts of Hawaii. 

II. TRENDS IN GOVERNMENTAL EXPENDITURES: 1940-52 

A. How much have governm9nt outlays risen? 

The fiscal year ended June 30, 1940 offers a convenient benchmark 

against which to rooasure the size of current costs of running territorial 

and county governments. That yem· was the last "normal" year before the 

defense program and war erfort successively brought a larger population, 

peak employment, and inflation to these islands. 

In the year 1939-40 government cost payments in Hawaii aggregated 

$34 million-more than $18 million having been spent by the Territory 

and more than $15 million by the counties. This total brieny fell off 

in the folloving two years, as var-time scarcities of men and materials 

-8-



CHART 4 
HOW MUCH /J/0 TERRITORIAL AND COUNTY 

EJ{PGNDITUREf /N(REAJE BETWEEN 1940 AND 1952? 

$t.32,2oqooo 

IU'CREAS'F 0, 
$98,400,000 

s132,2oqoo 

PARTLY t:APLA!NA8LE$2i3,800,000 
BY INCREASE IN 
POPULATION ( 17,/ %) 

/940 -
$39,609,000 

ADJU5TM£NT FOR POPll· - $ /32, 200, 000 
i.AT/ON CHANGE -

/940 /952 PARTLY 
EXPLAINABLE 
BY RISE 

$84,900,000 IN PRICE, 
(114. 4°7c) F(IR[f/ER AO.J/1.fTMENT 

!='OR CHANGE IN 
PURCHA.f/NG POWER 
OF DOLLAR 

1940 /952.$-47,300, 000 

L£AVIAIG #ET !NCREAfE OF 
$47,300,000 BETWEEN 
1940 ANO 1952 

(SEE APPENDIX JI} 
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cut into the progr11111S er leoal govern11Bat, but by- 1943 expenditurea had 

exoeeded the pre-war level and by- 1945 approe.ohed $50 million. 

Expansion in the poet-war period was even more rapid: $58 mlllien ia 

1946, $67 million the following 7ear, $86 million in 1948. In the fis­

cal 7ear ended in 1949 the line or government expenditures in Hawaii 

reaohed the $100 million mark, then continued to rise to $121 million in 

the fiscal year 1950-51, and then to $132 million last year. 

The increase in governmental costs since 1940 has been almost rour­

fold, probably the largest expansion in such a period or time in the his­

tory of the Territory. Two factors immediately BUggeet themselves as 

possible explanations of this upward trend in public expenditure11. The 

first is the need for more government 11ervices caused by the increase in 

Hawaii's population; the second is the fall in the purchasing power of 

the dollar, which inflates public as well as private spending. 

Better +,o compare the level of expend!tures by- Hawaii 1 11 goverDID9nts 

in 1940 and 1952, Chart 4 transhtes 1940 conditions ~to those ar the 

last fiscal year by- taking into account both the factor or increased 

population and the factor or decreased purchasing power. Expressing 

1940 outlays in 1952 dollars (whioh bought for government agenoies about 

47 per cent of what the 1940 dollar could) gives a closer idea of what 

goverllJllllnt services just before Wor).d War II would have cost at current 

prices. B,- expanding 1940 expenditures further to aocount for the (17 

per cent) increase in civilian population ~hich occurred in the sucoaed­

ing 12 years, it is possible to express g,)Vernment cost payments as if 

the population were as great then as in 1952. 

-10-
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CHART 5 
EFFECT OF PRICE AND POPULATION CHANGES 

50 -

25 -

1940 1941 1942 l9-'l3 1944 1945 1946 IQ47 1948 19i.!9 1950 1951 195.2 

( fEE APPENl)/X Ir ) *LINADJLl.fTEO TOTAL •t ::zo, 800, Ooo 
AOJL/JT/:0 TOTAL 1'1 I 9,800,000 

MILLIONS 
OF OOUARS 

115-

ACTUALEXPENDI- (~} 
TURE5100-

ON TERRITORIAL ANO c·otJNTY EXPEND/TUREf 
F/SCAL Y~ARS /9f/O - S2 

EXPENOITUR/:.S 
PII.ICE AND POPULATION CHANu£J 

MILLIONS 
OF DOLLARS 

These adjust1111nta indicate that governmental expenditures in Hawaii 

during the fiscal year 1940 would have a.mounted to approXimately $85 mil­

lien in 1952 terme,rather than the $34 million actually spent. In other 

words, approximately $51 m111ion of the $98 million increase in govern­

ment cost payments over the 12 year period may be explained as due to 

inflation and population gains. Unexplained by these faotora le $47 mil­

lion--slightly less than half of the $98 million gap. 

B. What has caused this rise? 

Part of the absolute increase in governmental coats, shown for the 

period 1940-52 in Chart 5, la t-nceable t.o rises in the level or sala­

ries of territorial and county empleyees, connected in turn with the re­

duced purchasing power of the dollar--and more directly with boosts in 

the wage rates paid in Hawaii by the federal govermnent, which compete& 

with the Territory for many classes of personnel. Territorial !lDd county 

-11-
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airll 11errlce11 reoeived aorese-the-board eal11.17 rai11es durbg Werld War· 

n: and agsin in 1947, when the legislature enacted "cast-of-living• 

bonuses. The bonuses were 11uacesl!ively ina.-rporated into the regular 

compensation schedules by the 1947 and 1951 legi11lature11.3 Ill additien 

to these general sal&r7 inorea11ea, pa7 raiees have been given to particn1-

-12-

lar groups of count," e•pl.,.ees-teaahers, firemen, and elected off10:le111 , 

4under other statutes. 

Expanaion and normal maturillg of the civil eerrloe eaploy1111 f11ra11, 

perhaps augmented by rapid pr0!110tion and up-grading of personnel :In U­

of •tight" labor markets, such u occurred during World War II, hlLII alee 

made for larger governmental pa7r0lls. Fer every year or satisfactory 

service employees receive increments in salary, up to a lllllXllllllll of four 

at any grade, annually placing more end more civil servants in the top 

pay bracket of each classification level. During the bienniUlll 1951-53 

annual increments accruing to territorial employees out of the general 

~ (but held in abeyance pending completion of a salary standardization 

survey) aggregated $390,000. 

The number of public employees in Hawaii expanded over the period 

studied. This grovth is indicated in the rise in territorial civil serv­

ice employees from 2,806 at the close of 1941 to 5,405 in 1951. Over the 

same span of years the nUlllber of teachers e111pl07ed by the Department of 

Public Instruction increased fran 3,199 to 4,051.5 The budgetary signifi­

cance of an enlarged working force becomes clear upon examination of the 

2orlglnallr ~nd•r Ha••tl Def ■ n•• Act rule ■, then •~t,nded by Act 13, S■ aalon Ul•• of Ha.all 

3exc ■ pt for the 19,7 bo•• ■ Ith reapect to .. IArlea of th• faculty of the Unlveralty ~f Hl•II. 

4For a coaparatl•t ■ tudy of ..1,rl,1 paid In ther,rritcr» IH GowcrRMnhl Salarlea 111 Hedll, 
Legislative R•f•r-nce Bureau, Report No. J, l952. 

51ncluding prlnclpala, llbr•riana,dental hyglenlat ■, and other achoo) ataff p•raonnel, but••­
eluding CYatodlal ••play•••• 



:Categorise of territorial expendituree. DuriJlg the biennilDI 1951-53 ap­

proximatel.7 64 per cent of payaente out of' the general fund tor terr:l.to­

rial operating expensee ie going tor wagee and salaries. 

An overall expan11ion of the number at }lllblic e111ployees may refiect an 

increaee in governaen+ services, decreased noutput" per emplo~ or both. 

In the absence of comparative studie• of goT8l'lllll8ntal workers to deter­

mine their output, there ill no reliable evidence ae to whether territ~ 

rial and county employees in Hawaii have .become more or Iese efficient 

over the past several years. 

It is clear, however, that governmant in Hawaii now provides a larger 

nU11ber of services for a larger population. This is evidenced by the fol­

lowing partial list of territorial agenciee created since 1940: 

Bureau of Sight Conservation (1941; separate department since 1945) 
Legielative Reference Bureau (1943) 
Council on Veterane I Affairs (1945) 
Soil Conservation Committee (1947) 
Bureau of Civil Identification (1947) 
Hawaii Aeronautice Commission (1947) 
Commission on Children and Youth (1949) 
Induetrial Research Advieory Council (1949) 
Subvereive Activitiee COlllllission (1949) 
Territorial Loyalty Board (1951) 
Civil Defense Agency (1951; from Disaster Relief Agency, 1949) 

Further expansion bas occurred vith the growth of 'bld-1.ine n terr!to-

rial depart.Ents as they have taken on new duties and functions. The r ... 

cent history of one major agency, the Department of Health, may be cited 

to illustrate this growth. Since 1940 the following bureaus have been 

added to the Department, to initiate or enlarge public health services: 
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Cancer control 
Dental health 
IndUBtrial hygiene 
Health statistics 
Hospital p)enn1ng (since 1951, Advisory Commiesion) 
Housing regulation 
Nutrition 
Pure food and drugs 

Services of' pre-existing bureaus have also been expanded, Since 

World War II, to select a f'ew examples of this expansion, again in the 

Healtb Department, operation of' mobile X-ray uni ts has been undertaken 

by the tuberculosis bureau, cerebral palsy clinics have been established 

by the bureaus of' maternal and child health and of crippled children, a 

program of preparation and distribution of' materials in health practices 

is being carried on by the office of' health education, 

Grants-in-aid provided by the federal government, typically on a 

matching basis, have stimulated the growth of some of these public health 

p:·ograias, as well as the activities of the Board of Agriculture and Fores­

try, Board of Harbor Commiseioners, Department of Institutions, n..nartment 

of Labor and Industi-1"1 Relations, Department of Public Instruction, De­

partment of Public Lands, Department of Public Wel!·are, Department of 

Public Works, the Hawaii National Guard, and the University of Hawaii. 

Total aids received front the federal government, which for the most part 

enter into territorial rather than county expenditures, have recentl.J" 

approximated $15 million annually-about one-eighth of Hawaii's goiem­

ment cost payments ,6 

Through use of'. the grant-in-'lid device, expendi tlll'es which might other­

wise be undertaken directly by the federal go, . .,,:rnment appear es terri to-
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rial outlays. This transfer effect is illustrated by the recent history 

of the employment service in the Department of' Labar and Industrial Rela.,. 

tione. During the war yeere, the program of job placement for unemployed 

persons was taken over by the federal gove1'1lllllnt. With the return of' the 

employment service to the Territory in 1946, territorial expenditures for 

the employment service re61l11l&d, financed by arumal. grants from the United 

states government. What was shown as a federal outlay between 1942 and 

1946 is na11,a cost payment of the Territory of' Hawaii. 

Another factor underlying the trend ot. government cost p9.11118nte dur­

ing the past several years is the timing of' public works projects. World 

War II am post-wr shortages caused the pOBtponement of' construction of' 

highways, schools, and other public buildings. In 1949 the Territory 

sharply expanded its oapital improvemente program to reduce the backlog 

of construction as well as to undertake projects dating from the poot­

war period. Since 1949, as Chart 6 sha11s, capital outlays for public 

works by the territorial government have markedly declined, though by 
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no means to pre-,,ar levels. 

County expenditurP.s for school buildings, however, have risen rapidly 

during the saioo period, from less then $2 million in 1949 to more than 

$10 million in 1952. (See Appendix IV.) These outlays may be expected 

to expand with an increasing school population, particularly if territo­

rial financial assistance continues to be granted to the counties for 

their school needs. 

C. Which governmental expenditures have risen most rapidlv? 

The rate of increase in government expenditures in Hawaii over the 

war years and poet-war period, viewed by functions, has been by no means 

uniform. Outlays for community welfarl'I showed tre most rapid rate of ex­

pansion, 1952 eX)Cenditurea for this !'unction amcuntinf( to more than six 

times the 1942 level. Federal grants have been of particular importance 

in financing the growth of public welfare activities of the territorial 

government. 

Recreation expanded almost as rapidly. The volume of spending for 

beaches, parks, and playgrounds-mosUy by the counties-is still only 

a minor part of the total cost of government, but it has exceeded the 

average rate of growth of all expenditures during the :i;e.at dozen years. 

At the beginning of the period it was the least exrensive of local func­

tions. Now recreation expendi tur€> s approximate the II f(eneral II cos ts of 

county government (see Appendix I), and exceed botb interest pnyrn°nts and 

miscellaneous outlays. 

The sole category of government costs to decline in the period since 

World War II is the annual interest payment on territorial end county 

debt. Outstanding debt was reduced during the war, as tax revenues 

increased and capital improvements remained limited by material arxl man-

-lb-



---

pewer shortages. Since the close of the -war, however, Hawaii's public 

debt has again risen; interest payments have consequently increased in 

ea.ch fiscal period since 1948 and within e. few yea.rs will exceed the 

1940 level. 

Che.rt 7 graphs the changes in costs of major government progrruru1 be­

tween 1940 e.nd 1952. Omitted from the chart are miscellaneous outlays. 

This category increased at n rate virtually identical with that of the 

overall cost of territorial and county government over the period­

approximately 291 per cent. 

D. Which level of government hes expanded most? 

At the beginning of the last decade, the Territory's expenditure!! ex­

ceeded those of the counties by only a small a.mount: in 1940 the ratio 

of outlays of the two levels of government was 55-45. By 1951, th· ter­

ri toriel share of total government cost payment11 in Hawaii had riGen te 
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65 per cent, that or the counties had rallen to 35 per cent.7 Last year/ 

county expenditures, swelled by an unu11ually large outlay for schools, 

canprised almost 42 per cent of aggregate e:xpenditures,as shown in Chart 

8. Aside from this upsurge in local education costs, how&Vllr, there ap,­

peara to be a marked trend toward concentrating a larger traction ot 

public expenditure in territorial agencies. 

Three factors contributing to this basic change ill the relatiVII im­

portance or central and local governments suggest themselves. One is a 

tendency for the Territory to take on f'unctions ronmrly performed hr the 

counties. This trend is illustrated by the recent history ot the terri­

torial highway system. Between 1940 and 1951 rnileage maintained by the 

Public \forks nepartment increased frcm 291 to 4r:lil miles. Part of this 

expansion resulted from the transfer of county reeds to the juriadiotion 

of the Territory, which is qualified (unlike the counties) to obtain 

federal grant11 for highwy improvements. Chart 8 shows that O'Nr the 

past 12 years the Territory's share of higbwa;r expend! tures more than 

doubled, increasing from 30 to 66 per emit. 

The case of the public highways also illustrates a second factor 

making for a more rapid exparusion of territorial cost µ,.yments-the 

growth of the system of federal grants. During the past decade federal 

payments to Havaii have increased many times o-ver: fran about $3 million 

to more than $9 million betveen 19/,7 alld 1950 alone. Expenditures or 

's•• t•rrltort1I and couhty tot&la I• App•~di~ I, yt,.~i A. Th• lo•;•run tr1Ad acroaa th• utl~• 
h•• bun for aht• exptndlt1.1r•1 to ikrHH r•htl•• to local -r:>l,i\l&ya. In 19)2 cott p.tyNttta of 
shh go>1trn11,nh •ggr1g1hd hu than half thon of tll loetl govtrnNnt .. By 1940 tkh firacUon MG 
risen to tbo~t thr•••fourlh• and by 19,9 at1t1 ••P'ndl~wr•• 'llrt~allr eq-11,1l1d ovtltyl of loca1 •nlt,. 
{Su Fach and Flquru on ConrnMnt fin.tnc1, 1,50...51, Th Tax F04'f\d&th-n, P• 52.) Pr•lhlft11rr dih 
of th~,;:;;;,nta ol~t;T?~s:-e;,.*lU of the Cenau1 indi~1t1, ho••••~ tktt. 1951 1t1tt ••,.ndlt•re• 
tppro1d.. hd $13 blllio!'I, ah.lit loc&I ut~twHtvr11 •tar•ilhd 1taoat $16 bllf1on. 
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CHART 8 
PORTION OF TOTAL EXPENDITURES 
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G/iNE.RAL PROTECTION Pt/Bl/C SERVICE RE.CREATION Ml5<ELJ..ANEOVSAPPENOIX I) 

GOVERNMENT ENTERPRISES 

these funds--largely for health programs, welfare assistance, education,! 

as well as highways, as pointed out above-are made almost entirely by 

the territorial government. 

Finally, the narrO\/ limits placed on county powers by tRrritorial law 

may act to check local expenditures. No taxes may be levied by the coun­

ties, which are entirely dependent on revenues made available or author­

ized by the territorial legislature. An expanded tax structure, more 

responsive to increases in the economic base of the Islands than the 

truces supporting the county governments, has provided the means of 

8 enlarging the Territory's expenditures.

8tht Territory relies aoat heavily on a turnover (g,neral exei~t) tax, 1pecifl~ excis•• ind a 1 tax on ••~•s, all of which have expanded rapidly with price• and ••plDpent. The countle• chief 
source of rewenues le the properly tax, ■ hoe• yiftlds are fixed by la■ • Share• of the 9eAer1I exciae 
and ga. ■ oline taua glo a dearee of flni~ility to county tax revenues, but a deijree ■ uch ssaller th.in 
that enjoyed (i, periods of proaperity) ny the Territory. 
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There are two exceptions to the general rule that territorial expen­

ditures have expanded more than county outlays. A rapid increase in the 

costs of sanitation and waste removal, of providing medical care for incU­

gent persons, and of convalescent banes, particularly in the city-county 

of Honolulu, caused the portion of health and sanitation outlays paid 

by the counties to rise from 41 per cent in 1940 to 75 per cent in 1952. 

I
Under Act 129 of the 1951 legislature, costs of caring for parsons who 

are completely indigent or without money for medical attention are to be 

paid for by the counties out of funds provided by the Territory. 

The second exception lies in the fact that the relative amounts of 

bond interest due each year on territorial and county debt was completely 

interchanged over the war and post-war periods. In 1940 only 38 cents of 

each dollar of interest on public debt in Hawaii was paid by the counties, 

62 cents by the Territory. In 1952, county debt accounted 1vr 59 cents 

of the interest dollar, while the territorial government, which bad re­

duced its outstanding debt at a more rapid rate the, did the ~ounties, 

paid only 41 cents of every dollar of interest on Hawaii's public debt. 

Recent increases in Hawaii's public debts, however, will be reflected in 

larger interest payments in the future, causing territorial debt charges 

to overtake those of the counties.9I' 
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1II• COMPARISO!l OF GOVERNMENT EXPENDITURES IN HAWAII WITH MAINLAND STATES 

A. Ia the pattern of govel'Ill!l9nt cost payments in Hawaii an unusual one? 

Persons concerned with the level of government cost payments will 

want to know if Hawaii spends a relatively large fraction of public funds 

for some functions while others receive a disproportionately small amount 

of each expenditure dollar. A useful yardstick by which to judge whether 

certain programs are unusually large or amall is the distribution of ex­

penditurss, by functions, among tbs ste.tAs of the mainl.and. 

To be meaningful, however, it is not satisfactory to crnnpare terri­

torial expenditures "1th the pattern of state expenditures alone. The 

centralization of Hawaii I s government, which places in the territorial 

government functions more frequently performed by local governments in 

the rest of the Unitod State~ rules out this territory-state comparison. 

It would be misleading, for examole, to compare educational costs borne 

by the territorial government with those paid by state governments, since 

in most of the states the larger part of school moneys is spent by local 

units. 

The better comparison is territorial-plus-county against atate-plus­

local cost payments; this is attempted in Chart 9. Estimated data for 

mainland local governments are available for the fiscal year 1951. Since 

authoritative expenditure data for mainland local governmonts--for any 

year since 1942--are not broken down into as many classifications as 

those used for Hawaii in the preceding portions of this report, cl.llllpari­

aon can be made for only six major functions. Two of them, it will be 

noted, required a regrouping of Hawaii's cost payme11cs into "health and 

hospitals" and "public welfare", instead of "community welfare" and 

"health and sanitation", as before. 

,l 
I 
I 
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CHART 9 
PATTERNS OF PUBJ.I< £J(PENDITURE~: 
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In 1951, to refer to Chart 9, there vas close similarity between the 

pattern of governmental expenditures in Hawaii and in the rest or the 

United States. In Hawaii, as in the mainland, education vas the most 

costly f'unction of government--and it took 5 per cent more of the state­

local budgets than of Havaii •s. The relative portions of the expenditure 

dollar going for public wlfare and for protection (police, fire, militia) 

were vi thin three percentage points. Hawaii spent double the mainland 

average, percentagewise, for health and hospitals, but its necessarily 

limited road mileage kept outlays for streets and highwa;,a five points 

below the national aversge, 

Comparisons made for 1932 and 1942, years of the last two censuses of 

government, also showed a close siJRilarity between the pattern of expen­

d! tures in Hawaii and throughout the United Statea. In 1932 the range of 

variation val! 6 per cent-that is, cost payments fbr the various f'unctions 

of government in Hawaii in no case were more than 6 per cent larger or 

smaller than the proportion of state am local expenditure11 fbr the United 

States as a whole. In 1942 this range was only 3 per cent. During these 

earlier years, as in 1951, health and hospitall! took a relatively larger 

share of total expenditures 1n Hawaii, while highway costs were a rela­

tively Sllli9.ller fraction. The proportion of Hawaii's budget goingfbr ~ 

cation was above the national average in 1942, but below the average in 

1932, as again in 1951, 

B, Are government outlaya above average in Hawaii? 

While the distribution of public expenditures among the various major 

functions of government ln Hawli appears to strikingly similar to that 

of the malnland states, including their local subdivisions, the .l!!n1 of 

expenditures in the Territory is well above the national average. 
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A comparison of government cost payments in Hawaii per bead of popu-1 

lation (excluding military personnel) with outlays of state and local 

government for the continental United States is made in Table 1, follow­

ing. The table indicates that even just prior to America's entrance in 

World War II, Hawaii spent more for governmental services, per capita, 

than the average state, The excess was relatively small, and sari,- in 

the war (1942) was reduced to approximately $7 for each civilian. 

During the post-war period, however, Hawaii's per capita government 

coet payments have continued to outrun the average for mainland jurisdic­

tions, By 1950, the table shows, outlays per capita for the civilian 

population of the Territory were about double the national average. In 

1951 costs of mainland governmental units apparently increased sharply 

relative to Hawaii, but still remained one-third below per capita expen­

ditures in the Territory, 

TABLE l 

PER CAPITA GOVERNMENT COST PAYMENTS 
HAWAII AND STATES OF THE MAINLAND - 1940-1951 

Fiscal Hawaii: Mainland U.s.: 
Year Territory and State and Local 

Counties Governments 

1940 $ 84.98 $ 62.37 

1942 70.31 63.64 

1944 96.ll 66.61 

1946 124.03 76.58 

1948 174,?:T 104,79 

1950 243.66 120.85 
1951 255.63 163.58* 

Coefiled froa follo•l•s sourc•e• tta.. 11, report• of t,rritorlal 
Aud tor'• office. llalal1ttd U.S.J for 1940•50, U.S. Dep&rtaent of 
c-rce, N•llonal l•c-, 1951 edlll>n, Tabl• 91 1951 froa pro­
llmlnary dab of 0.s. c,naua Bure-au, prepared for 1952 Govu11ora• 
Confer,nc,. COllpUt•d for ci~lllan populatl~n only. 

~•clualve of expenditures by public 1eni~• onlerprl,ea or 
p.ibl I,: eaplayH r1llN•111t ■ y.teaa. 
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Tvo factors may be borne in mind in considering the above canpari­

aona. The first is the exclusion of mill tary personnel in computing per 

capita expenditures. Thia exclusion is neoeasary beoaul!le of the unavaila­

hility of complete data on the number of servicemen in the Territory. 

While it is expedient, as well as conventional, to confine measures of 

per capita governmental outlays to the civilian population, the effect 

may be to magnify the relative costliness of providing public services in 

Hawii. This exaggeration results from the fact that military personnel, 

who form a larger portion of the Islands' total population than ~n the 

mainland, necessarily require the expenditure of public funds. The fed­

eral government has recognized the added financial burden placed on the 

territorial government by the several military posts maintained in Have.ii 

airl baa partially defrayed these coats by making grants for housing of 

military amployeea, for repairing roads damaged by military vehicles, for 

providing 11chools for the children of personnel on military bases, etc. 

Such federal funds, and much larger territorial outlays caused by federal 

military activities in these Islands for which no reimbursement is made, 

contribute to the high level of government cost payments in Hawaii.10 

The second factor to be considered in making comparisons with the 

mainland is the pries level. If, a11 is widely believed by persona both 

in government and business, prices tend to be higher in Hawaii than on 

the mainlan:i, there is an upward pressure on public as veil as private 

expenditures in the Territory which should be allowed for in making the 

canparisons attempted in the above, table. There are DOIi only fragmentary 

IOTh• other •Ide of the coin aho• ■ tax pay..nta in the Territory tv be enlarged by th• heavy 
1xp11ndlture1 (In u:ceu of $200 ■ llllon anM1 ■ lly In the laat two year■ ) of federal ag,ericl4a 111 the 
Territory Hl.. 11'• position•• a •llitary baallon thua at once contrlbuta ■ to a high lewtl of public 
outlay■ and alao h1lp1 auataln th1a1 coat■ • 
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data to bear out th:l.11 esl!IUID.ption;11 it awaits the publication of a cost­

of-living survey undertaken recently by the U.S. Bureau of Labo!' Statis­

tics to discover h01,1 important the price factor is. It is not to be ex­

peoted, hovever, that price differentials would entirely explain the 

above-average cost payments in Hawaii shovn in Table 1, 

Another convenient yardstick, besides population,for comparing govern­

mental costs among jurisdictions is to estimate the ratio at these expen­

ditures to net income received by persons in the jurisdiction. For the, 

United States as a vhols, expenditures of states and local units of' gov­

ernment in 1951 amounted to slightly more then 10 per cent of' personal 

income (before income taxes). 12 

Data are again lacking on the exact level of personal net income in 

Hawaii. It appears, however, that in the post-war period average net :ln­

C"tnas received by the Territory's population has approximated the nation­

al average,13 Making the assumption that residents of Hawaii did receive 

IINotably a report of th• U.S. S.reau of Labor Slatlitlca (BLS Chart h.!:.!.!.!., 194b, F•I) lndl• 
eating that in 1945 retail goods, rents, &nd 21arwJce1 ••r• approKiNte'i"r25{ per cent hiiMr in Holllt­
lutv than in to, Angel••• Loa Angtl••• in turn, had • price iftd•• of 9, ■ a,atnat 88 for Nou•ton, ,a 
for Chicago, 100 for San Fr1nci1eo, and 102 f~r ••• York City. Thia a•n•r•I r1latlonahJp ••• co,.. 
flraed in atudl•• of r•t•il prie•• In HOf'oluiu •nd ift MYtr•f Iara• 111,t~laftd cit I•• ud1 in 1952 by
th• Ioctl Offlu ?f Prie1 Stlbilhatlon. Thi Pltry dlff•rentitl paid to hder41 ••ployH• In U,t 
T•rritoty la app,tently pradJ;::at1d on th• •Hu ■ption th•t livh9 colt ■ in H•••II •ra 20 per ctnt Of' 
-,re in ••e••• of th• lver•a• of uln14nd eONtl.lnitl••• It••• to t1al thia 1,1uaptlon that tM 
Clltrtnt •urv,y of th• Bvreau of Labor Statl•iles •a• und•rt1ken, 

12 co■puted fro• coat p,ty••nta •hown In Tabt• I •nd ~r capita net inco•• data publi1h1d In th, 
Surv•y 2!, Curr1nt But I Ma• (o.s. Depart..nt of Coaaerce) for Auguat 1952, p. 17. 

l)Thls ••• indicated by pr1ll•fMry fiadln11-of th• Hatt~nal lncoaa OIYl ■ lon of the U.S. 0.• 
p,rt..nt of CNNrc•• Accordl,9 to ttntatlv• e ■ tlut•• Nd• by t~• d1vltloR ln conaectlon with the 
t.llocation of hdt-r-&I afd 11 nder the tiatlonel School lvnc:h t,c:t, ptr- , ,,:tt ine-.i h, Hasall dvrl•a tht 
late 194ot1 clotely approached th• aver•a• for th• inti.-. Unlt•d Stet••• An ifflpendeat •ttl-.te 
u.dt by the Ltgl1tatlv, R1ferenct Bureau for 1947 ahowtd Hawaii'• ptr capita ,ac:o ■...•th• approxl• 
Nttly $1,312-•tQ be in a ..dian po•ltlon •~no th• ,s •t•t••• 



an average income identical with that or the entire nation in 1951-

$1,584-in that year cost payments of the Territory and ita four C01Etiea 

accounted for sane 16 per cent of personal income received in these 

islands, 

This calculation tends to confirm the conclusion previOUllly reached: 

relative to its population, government cost payments in Hawaii are well 

above the average of the state and local governments of the entire United 

States, 
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APPENDIX I 

A. GOVERNMENT COST PAYIIENTS IN HAIAI I 
19,1()-1952 

( I~ THOUSANDS) 

i 
\;

?

Fl ■cal Year Genera I Co ■■ unlty Struts & Hulth & Natura I Mlacal- Publ le 

$ 657 $ 7,694 $1,617 $ 33 $ 625 .,,30, 
I BO I 646 
2,458 9,3,0 

$ I ,256 $7,892 $ 611 t 792•I I 04 66o 
I, 52 

$ ,,077 • • 664 20 5 
I 

En~l!!J Gowernaent Protect Ion ~dueat Ion.. Welfaren• Hi51hwa1a SanltaUOn R ■ creat Ion Re ■ our£!! laneou!ii: lnh,"d Toi!I[nhcerh1! 

Territoryill2. 
Count le ■ 

Total 

Terr ltory!ill 
Count It ■ 

Totr I 

Territory.!fil 
CGUntlea• 

Tota I 

Territory..!fil 
Count les• 

Total
J 

 llii Territory 

,1:Ml '•iji d:rJ tI;ffl$3,3 4 $10, j t, 22 $ 1 3 $ $3,2 $3,23 h ,tzl 
$2,ooe $2,189 $27 78'• *' ,007

I I 

$1,481 t I ,363 $ 9,295 $ 4,8~8 $3,223 • 52 974 $1,190 $1,089 • 362 $24,m
Cout11li••• 1,ep I•t 4 6il • ,,, 2,oi 218~ 'i•Tota I 

Territory.!.2il 
Cou11tlet1• 

'i1.1.al 

Ttrrltory!2.!i 
Count le ■ 

Total 

!fil Territory $3,275 $1,334 $14,922 $1&,705 $2,998' $2,125 • 91 $1,210 $2,oz8. $ 43' *' ,075 $40,211 
co..tlea I 1 184~• 1e2 

Tota I i,•jf $5,
3,lel

2 f,o 'i ,11.m t'~2 $1 ,215· ,, ,210 d:~SB $ !'! t•B~ ' ,e$5,B ti ,93 ¥ ,7 • ,307 ',, ~·-~ 
T ■ rrlfory $3,562 $2,494 $17,5,IO $14,155 $3,eeo $2,449 * 149 $1,369 $4,,1()6 • 3,5 $52,821tm. *f•'eo
Countl ■■ f,6it 4,*4 ~•4fg 

I1668 ~., 1€ ~,02e 2,'iil ,zi• S~,~$7, § $8,9§6 $ ,,77 i I ,3&§ 
2•Hi • ~a! '9,2 iTota I $ ,163 $2 ,9' $15,823 '2,3 i7,l '8 ,5 



APPODIX I 

A. QOVERNMENT COST PAYIIENTS IN HAIAI I 
1940-1952 

( IN THIIIISMDS) 
(OOllttd) 

i
\,J .. I 

Fhcal Yur o..eral Co-•lty Streeto & Health & Nat•ral · lll ■ cel• P,,bllc 
.aov,rnaeat Protec;tf,n Educ•tloa•• ■ •lface!** Hl£hwtyf . S,nltatlop R9cre1tlon Re,Oi,lrc,1 1,nm1 1•hctt\ Eet1c1c1t,1 TotalEndl!S 

TerritoryW.11. 
Countle ■ 

Total 

Territory~ 
Oo.atl1a 

Total 

Ttrrlt•ry.l2ll 
Coult lea 

Tobi 

Territorylli 
Countf1 ■ 

Total

S011rceo1 Reporh of hrritoHal Aadltor 11 Office, ..cept coHty pod payMot1 for 1'4'"45 froe • ..•tJ -ltor r1porto aod ftooclulu Cootroller raport1. Data 
fro■ tb111 aourc11 augiuated afld IIOdlfled •• deacrl~ In Appeadlx ,. 

•Ca laltdar , ..r. 

"Include ■ achoola, llbr1rl1 ■, and the Unl•1ralty of Hawaii. 

•••lnclud11 hoapltala, laatltutlona for hall-dJcapp1d~ corr,ctlo_, uwf pt1bllc 1 ■■ l1taace. 



M>PEIIDII I. 

B. PERCENTAIIE DISTRIBUTION OF QOYEIIIIEIT COIT PA'IIEIITI IN HAWAII 
1940-1952 

...... 

·I 
"'· ~ 

Flac:a I Yaar 
f!!! le:a Bh•t!!!!•S Pai!S:tlu i•sill!!• 

c-•ltr 
!!lfar1"• 

Straoh I 
Hlahe.a11 

Hulth I 
l5nl!•UI! R1cr11tl!! 

lahr&I 
11mcs11 

■ heat-

•1--i!:!1 lll1ad 
""bl le 

IU1c1rl111 I!HI 
T,rrltory 13,0f 7,Df a.,, O,:d 3,41 5," 7,'- 100.0!2!l 
Couatl•• 

Total '2, 

!.2il Tarrltory 
C0tn1t lea 

Total 

illi Territo~ ,. 
c...u. 

·Tota I 7. 

illl Territory 
Covatl,_. 

Total 

ill! Territory
Coootle_. 

Total 7. 

Territory 7,)S s.,. 40,0f 1." ,.,. o.d ,..,. 3.01 ,..,. ,.s, lot.I.!fil 21 ·" c .... u ... "•h "•i,Total 'I•' ll:n 2~=~ IG. ,. !:It 1:h 2'.li 'i:L 4:L 'f:L 11:1' .·" 
.wi, Tarrltory 7.7S ,.,. 23.n 10.:d o.:d 2." 3.ef 2.0f 2,Df 100.03!.n 

OoHtlH ,,! '·" ,z,g~•o.u 1;:, 2s:l, I .-;~ ;:ff !:~ l:~ --,.,, •,:~ 1:n ;.§1 :a:1Total 

!2!l Territory a.id ,.,. 26." 7.5. s.,. O.zf 3.oj 3•" ,.,. 2.n 100.9 
ContlH 2,2 131~ 'l:5• z., •2111 "•~ '•' -- 'l•h. 21! i••~

Total a. t 1.d 2,.!1 ia.'11 9. 7, 1.§1 ,.is 7•. 1.oi IC, :~~ 
Territory ,.at: ,.sf 27,1' ,..,. o.,. 2.61 7,d o.61 100.0.!1!!. 33•" 1-•~ 
c .... u •• Z1' 1411 •1~ 218 ··r 

I0.3j 2. &:~ .IITotal 1.11 8.51 2):it r;:tJ I,.''h '·~ I.bl a.§1 fl• 1&8:11 



Af'PENDIX I 

B. PERCENHG£ DISTRIBUTION OF GOVERNMENT COST PAYMENTS IN HAtAI I 
1940-1952 
(Cont'd) 

I
\
\
I

l 

Fi11c1I Year Genera I Co•11unity Streeh & Healtt-. & Natural II lace I.- Pub! le 
End Ina Govern ■ ant Prohct ion Education-=- 'fl'clfare••• High••:t:• Sanitation Rec rut ion Resoureas l!neoua Inter.at Enterer I He Toh I 

Territory 7. 71 5.2$ 29.5:l 26.ef II. 7:l 3.1i 0.4f 2.31 7.6:l o.o 4.Bf 100.0.!.2!2 
Counties 8.2 14,B z.a B. I 14.4 11.2 a.o 100,02·:l I.~ 1£,~ 

Total 7.91 a.bi 21. BJ 20.21 12.6i 1:.5i 3.14 I .5J B.2S o. a, loo.a 

ill2. Territory 7.3, 7,E:l 25.6$ 27,2f 13.2t 3.oi o.o 2.ot 9.2f 
Count iu I 4 B. B. I I I' ·" Toh I .3 19.9 2 • IJ.e 7. I - ~ • B. I 

o,d 

Territory 6.1{ 26.d 3.0, 0,At 2.21 6.51 0.7:1 7,B:l ,c,o.oill! 
Count I es I I I .o I.B 100.0 

Total 23.1 7.2 4.B oo.o 

.!fil. Territory 4.Bl 6.41 2B.31 25.•l 16.al 3.oi 0.3~ 2.4l 7.1~ o.9$ 
Counties I•.4 0 I .6 4.4 1.e 

 Tota I 

4.61 

5.2 9.1 2 .9 7,0 2., .o 1.3,J • 
,J 
 

Source:s1 Reports of hrritorial /,udilcr'a Office, e,i;cept county cost paymentc for 194)-4-5, fro11 county auditor re~•orta and Honolulu Controller reports. Data 
fro~ these ~curces aug~ented and ■ edified as described Ir Appendi• V . 

.. lncludu schools, librarh,s, and the Unlvertdty of Ha1rail. 

•••lncl~des hospitals, institutions for handicar,ped, correction, and public asaistance. 



APPENDIX lI 

GOVERNMENT COST PAYMENTS IN HAWAII 
ADJUSTED FOR CHANGES IN POPULATION /ul'D PRICE LEVEL 

1940-1952 

Index or Price Adjusted Actual 
Cost Payments' Population Index• Adjustment Cost Payments• Fiscal 

(Nillions) Populationb (1952=100) (1952=100) Factor' (Millions) Year 

$ 33,8 397,405 85,4 46,6 39.8 $ 84,0 1940 
31,8 408,660 87.8 49,1 43.l 73,8 1941 
31.4 446;119 95,9 52.9 50.7 61.9 1942 
35,2 451,209 97.0 55.9 54,2 64,9 1943 
44,6 464,250 99,8 58,0 57,9 77.0 1944 

47,3 458,084 98,4 61.2 60,2 78,6 1945 
58,3 470,153 101,0 67,4 68,1 85,6 1946 
66.9 476,lZl 102,3 77,6 79,4 84,3 1947 
85,6 491,146 105,5 87.1 91.9 93,1 1948 
99,7 481,537 103,5 90.2 93,4 106,7 1949 

114,9 471,447 101.3 93.3 94,5 121,6 i.950 
120.8 472,602 101,6 99.2 100,8 119,8 1951 
132,2 465,325 100,0 100,0 100.0 132,2 1952 

a Frot1 Appendix I, 

b Clwllla. popolall•••• uti ..tod by hrrltorlal Board of Health u of Septo ■ bor 15, 1952, a rnlaloo of earlhr utlaatu, 

c Price deflator for atate and local governaeat purch••••• frOa U.S. Oepart..nt of Coaerc•, Na\lonal l!!£.s!l., 1,51 edition, P• 16', Table 
81 aatl•t•• of 1951 and 1952 deflators aupplled by Depart ■-nt, Conwertad froa 1'39 to 1952 ba••• 

d Product of populatfoa aMI price Ind••••• expr•••••- jof,rt effect of population allKI price cMng-•• 

• Actuol coat payeenh dlvldod by jolat population and prl:a adj"'t..•t factor, Aaouat I hhd for any year la utl•to of total upondl• 
tare req•lred to aalntaln coa1l1nt per capita outlay ■ In dollar, of COflatant walae, u1la9 lffl 11 bl.M year. 

I 

t 
\.,J 



APPENDIX III 

TERRITORIAL PUBLIC WORKS EXPENDITURES 
1940-1952 

Fiscal Year Highway Projects' Other Constructioir' Total 

1940 
1941 
1942 
1943 
1944 

$1,548,940 
696,376 ..... 
522,715 

2,482,722 

$ 106,143 
333,362 

8,394 
4,956 ..... 

$1,655,083 
1,029,738 

8,394 
527,671 

2,482,722 

1945 
1946 • 
1947 
1948 
1949 

3,492,512 
2,269,533 
1,797,388 
2,302,267 
4,837,177 

312,153 
16,772 

726,081 
1,329,886 
7,508,792 

3,804,665 
2,286,305 
2,523,469 
3,632,153 

12,345,969 

1950 
1951 
1952 

6,724,177 
6,011,288 
7,137,094 

2,723,314 
2,398,391 

833,818 

9,447,491 
8,409,679 
7,970,912 

~• Territorial 0.part..,nt of Publ le lol"'ka. 

a Expenditure ■ for co ■ pl1t1d project•• 

b Value of contract, award,dJ ,xcluelve of 1chool1 other than vocational .choola. 



APPENDIX IV 

EXPENDITURES FOR PRIMARY AND SECONDARY SCHOOL CONSTRUCTION 
1940-1952 

Year8 9mgm1t" 

1940 
1941 
1942 
1943 
1944 

• 

• 

• 

• 

• • • 

• 

• 

• 
• 
• 

• 
• 

• • 
• 

• • 

• 

• 
• 

• 

• 

• 
• 
• 
• 

• 
• 

• 

• 

• 
• 

$ 474,269 
272,165 
142,253 
45,544 
46,344 

1945 
1946 
1947 
1948 
1949 

• 

• . . • • 

• 

• 

• 

• 
• 

.. 
• 

• 
• 

171,820 
101,852 
840,954 
439,504

1,72.',,162 

1950 
1951 
1952 • • • 

2,971,382 
4,627,700 

10,694,028 

Mnual report. of Ka•II, Kauai, aftd Maul ._.ditora and of Honolulu coa­Sourctfl trollerJ report ■ of territorial auditor aho ■ IRg expenditure, for coun­
ll ■• fro■ tarrltorlal loan fund,_axclualvt of vocatloNI achoola, ~nlch 
art l"ICluded In Appendix 111. 

cai;ftdl.t-,f~l;_.--for--tiptl'ldltur,1 froa couRty hndal flsc:1.I year for exptaidl• 
tur•• (lo 1949 and foll>wlng r••••l fro• terrltorla loan fund. 

b Act"' I H1buruN ■ h. 

i 
I 
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APPENDIX V 

HOW GOVERNMENT COST PAYMENTS WERE COMPUTED 

THE CONCEPl'. Government £2!il payments, as referred to in this report, 

are all net amounts paid 011t of public funds by the terri­

torial or county governments, regardless of the source of such funds, whether 

taxes, fees, rentals, fines, borrowing, or grants from the federal govern­

ment. They include all monetary costs of government--including payrolls; 

properties, equipment, and materials purchased or rented; and interest on 

indebtedness-as well as pensions, assistance or other benefits which may be 

distributed. Government cost payments exclude the following: (1) expendi­

tures of non-public funds, such as employee contributions to the retirement 

system; (2) debt repayment (since expenditures of funds raised by the sale 

of bODds are included, it would be duplication also to include the repayment 

of this money),1 and (3) investments, or transfers of funds within or be­

tween the divisions of government. When funds are transferred from one gov­

ernmental agency to another (as some territorial loan funds -to the several 

counties) only the actual outlay by the second agency is consid'clred a "cost 

payment", the first transaction being merely a transfer of funds within the 

government. 

In arriving at government cost payments for Hawaii according to the 

above definition, the primary source used was the "Consolidated Statement of 

Operations, Territory of Hawaii and its Political Subdivisions", prepared by 

the Office of the Territorial Audi tor from its records and from reports 

received from the counties and the city and county of Honolulu for each 

1u both u:penditu,-e of bond fund• and retir,..nt of bonds are included •• cost pa.pent. (aa 
In th• case of th• Honolulu Board of later Supply), an obvious dO\lble-countlftg occurs. A ■ llllon dol­
lar pu ■ pln; stitlon, for exa ■ pl•, would appear to cost two ■ ill Ion dollar,-•~n• ■ ii lion when con~truc­
tl,)n coat a are pa id out of bond revenuu, one ■ I I I Ion ■ hen the bonda ar-, retif'ed. 
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f'iBoal year (July l..June 30), and reproduced in the annual report of' the Gov­

ernor of' Hawaii to the Secretary of' the Interior. During the war years, 1942

45, these reports were not made b:y the cOUDtiesJ for these four years calendar 

year data were obtained fran annual county auditors• reports, and, in the case 

of' the city and cOUDty of' Honolulu, from the controller's reports. (All ter­

ritorial data, however, are f'or fiscal year periods.) 

The "objects of payment" clllssification of' expenditures currenily emplayed 

by the auditor in his consolidated statement had to be modified in two respects 

in order to conform to classif'ioations used in earlier years of the period cov­

ered, 1940 through 1952. The groupings "Hospitals and Institutions", "Chari­

ties", and "Correction" were combined under the heading "Institutions and Wel­

fare"; and "Sohoole" and "Libraries" were combined under the heading "Educa­

tion". The more inclusive olaesifications were used by the territorial audi­

tor for the fiecal yeare 1940 and 1941, and in the county auditors• reports 

for all counties except the city and county of' Honolulu during the years 1942 

through 1945. 

Under the classification "Public Enterprises" are included expenditures 

b:y the Territorial Boe.rd of Harbor Camnissioners and the Hawllii Aeronautics 

Commiesion, and, at the cOUDty level, payments b:y the water supply systems, 

(Costs of these governmental agencies are largely from receipts for services 

rendered to "customers" and for the most part do not rest upon the taxpayers 

of Hawaii. Such expenditures are included,- however, in order to present a 

comprehensive statement of governmental outlays. An attempt to r,,port only 

those expenditures which are borne ultimately from tax revenues would require 

exclusion not only of the receipteof public service enterprises but of all 

other charges made b:y governmental agencies for services rendered--e,g, book 

rentals b:y the Department of Public Instruction, tuition fees b:y the Univer­

sity of Hawaii, recording fees b:y the Bureau of Conveyances, etc,), 



AVOIDING To determine if there waa any duplication in reporting by' 
DUPLICATIONS 
AND OMISSIONS auditors of the two levels of government, or any omieeion of 

expenditures which should be claeeified a11 government coat peymente under the 

definition given above, a comparison was made of the amounts repal'ted by' the 

Territory es transfer11 to the countie11 and the amount11 of BUCh receipt!! re­

ported by' the countie11. This end other check11 revealed discrepancies end sug­

gested the poesibility of duplication11 and omis'11ions in the eudi tors I report!!. 

Investigation revealed: (1) inclusion in county coats of bond retirement 

by the Honolulu Board of Water Suppl,-, a type of outlay not classified ae a 

coat payment; (2) inclusion in coat payments of Honolulu, Hawaii, and M!lui of 

total contributions to the Employees• Retirement S:yetem, although contributions 

over and above county 11haree of administrative expenses and pensions actually 

paid are transfers between governmental units, rather than cost payments; (3) 

1uplication of reporting of governmental subsidies for tuberculosis hospitals 

and the Shingle Memorial Hoepitel on Molokai, by the Territory and by three of 

the counties-Maui, Kauai, end Hawaii; (4) anission of the Territor:y 1s share 

of benefits and administrative costs of the Employees• Retirement S:ystem; (5) 

omission of expend! tures fran the territorial loan fund (made by the Territor:y 

for the .counties out of bond sale realizations, which bonds must be repaid by 

the counties) except by Hawaii, and in pert, by Kauai. All counties list the 

latter expenditures in their auditors• or controller•11 reports, but do not re­

port them es cost payments. The territorial auditor lists them in detail but 

correctl:y classifies them as transfers to the county governments, rather than 

es territorial coat pe:ymente. 

ADJUSTMENTS The following adjustments wre made in expend:!. tures reported 
MADE 

by the Territor:y and its eubdivisiomin arriving at the cost 

payments utilized in thi11 study: First, outla711 for bond redemption by the 
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Honolulu Board of Water SUpply were subtracted from county expenditures for 

public enterprises; second, territorial grants for •county• tuberoulosis hos­

pitals and the Shingle Memorial Hospital, were also shown as 001mty expendi­

tures, wre subtracted from county expenditures for insti tutiolll!, on the 

grmmds that the county governments appear to act only as intermediaries in 

this distribution, with the money being supplied by the territorial legisla­

ture, which determines the amount going to each institution; third, contribu­

tions by the counties to the .tsmployees I Retirement System, except their share • 

of current administrative expenses, wre subtracted frcm county miscellaneous 

expenditures, while the Territory1 s share, out of i ta contributions for bene­

fits and administrative charges, of cost payments by the Empleyees 1 Retirement 

System were added to its mieoellaneoue outlays; fourth, loan fund expenditures 

made by the Territory on behalf of the counties-for highways, schools. and 

other public improvements-were added to county expenditures, after subtract­

ing amounts partially reported by some counties. Hawaii re?orted all such ex­

penditures, although its figures do not agree with the Territory's; Kauai re­

ported a small fraction of the expenditures for that county, its reports do not 

include payments made directly to contractors by the Territory. (Because of 

the apparent difference in accounting methods, the need for consistency dic­

tated acceptance of the territorial payment figures in all cases, including 

those for Hawaii, so these_ amount_s were added to the county expenditures and 

"I classified according to purpose of expenditure. The amounts which were already 

l1!I included in official reports by the county audi tore of Hawaii and Kauai were ,, 
obtained fr001 the cmmty auditors by la-tter and subtracted fr0111. the county 

totals.) 



IU.USTRATION To clerif:l, the procedures used in arriving et the expenditures 
OF ADJUSTMENTS 

presented in this study, and to shOI,/' h(JI,/' they effect the per-

centage distribution of government cost payments, illustrations of the steps 

taken, with actual data, ere given below for the fiscal year 1952. 

A. Overall adjustments in territorial and county cost payments. 

1. Total territorial cost pa:yments: 

$75,889,017 - Territorial government ~oat payments as reported by 
terri toriel auditor in the "Consolidated Statement of 
Operations". 

Plus 59,070 - Territorial share, admini~tretive costs, Employees' 
Retirement System (all administrative costs except 
county share). 

Plus 810,353 - Pensions paid by the Employees' Retirement System, fr~~ 
government contributed funds, to territorial pensioners. 

$76,758,440 - Total territorial government cost payments. 

2. Total county cost pe:yments: 

$44,405,950 - County expenditures es reported to territorial audi­
tor, with minor adjustments (expenditures of Maui 
waterworks Board added; Kauai interest payments es­
timated from detail of county auditor's report for 
1950 end 1951: ad1ustment for bond redemption by public 
enterprises made). 

Minus 1,442,689 - Grants to tuberculosis hospital from territorial funds 
(already classed in territorial auditor's report as 
territorial cost payments). 

Minus 559,319 - Expenditures listed by counties as made from territo­
rial loan funds. 

Minus 1,540,149 - County contributions to the Employees' R~tirement Sys­
tem for pensions (not including county shnrc:~ of ad­
ministrative costs). 

Plus 207,715 - Pensions paid by the Employees I Retirement System from 
government contributed fur:cs, to county pensioners. 

Plus 14,339,873 - Territorial loan fund expenditures for county purposes, 
as reported by the territorial auditor. 

"' ~ 55 , 411 , 441 - Adjust-,d c,;unty governm8nt. cost payments.
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3. Consolidated territorial and county co,e,t pyments: 

$132,169,881 - Total government cost payments in Hawaii for 1952 
(Territory end county) after adjustments. 

Minus 120,294,967 - Total govel'lllllent cost payments in Hawaii for 1952 
reported in auditor's consolidated statement. 

$11,874,914 - Net addition to government cost payments indicated 
by adjustments. 

B. Example of adjust.manta in government cost payments for specific governmen­
tal functions in 1952. 

1. Count? e1oat papients for education: 

$ 3,764,924 - Total county expenditures for education, as reported 
to the territorial auditor--8.4% of t.otal county cost 
payments. 

Plus 10,694,022 - Outlays from territorial loan funds for county school 
and library buildings. 

Minus 478,757 .. Expenditures (partially) listed by counties as ~de 
from territorial loan funds. 

Minus 93,960 - Contribution to Employees• Retirement System for 
county-paid school employees. (This vas included in 
this classification by the city and county of Honolulu 
for the yeare 1951 an4 1952, rather. than in the •mis­
cellaneous• classification, vhere all other pension 
payments vere included.)

$13,886,229 - Adjusted total county govel'Dll8nt cost payments for 
education--25% of total county governmental cost ex­
penditures. 

There vas no e.d justment necessary in the reported total of territorial expen­

dii;ures for education or $21,745,Jl5-28.J% of total territorial cost expend.1-

tures. 

I' 
i 

2. •Miecellaneous• cost payments 1 

a. By Territory 

$ 4,599,137 - Territorial cost ~-YJ!l"~+s for mi11cellaneotU1 pur­
poses as reported by territorial auditor in con­
solidated statement or expenditures-6.1% of total 
territorial expenditures. 

l 
ill 



1'l.1l8 $ 59,070 - Territorial gonrDMnt share or edm1n1etratiTe 
expenses or Employees' Retire11ent Syaten, 

P11l8 810,353 - Territorial peneione paid bf Eaployee11 1 Retire-
11ent Syatem, 

$ 5,468,560 - Adjmted total territorial gonrn111ent ooet pe.y­
•nte tor lli11oellaneo1J11 parpoeee-7.1% or total. 
territorial ooet expendituru. 

b, By; oountiep 

$ 3,307,634 - Total ooanty expenditure11 ror m1.ecelleneous pur­
poses, as reported.. to the territorial auditor-
7,4% or total county goTernment ooet payments. 

Plm ll2,965 - OuUaye from territorial loan fllnde tor miecel-
leneoue counq purposes. 

Pl.us 207,775 - County peneione currently peid by the Employees 1 

Retirement System. 

MinUII 1,204,598 - County contributions to Employee11 1 Retirement 
System lees oount1ee 1 share or edm1n1stratiTit 
expenses. 

$ 2,423,777 - Adjusted total county goTitrnment coat paymmte 
tor miscelleneoue purpoeee-4,4% or total cOUDq 
gcmi:nmental cost expend1ture11. 
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