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TERRITORIAL AND COUNTY EXPENDITURES

For what purposes does +the Territory and its counties spend public
funds? At what rate have governmental outlays in Hawail Iincreased since
World War II? What factors have cauaed thia incresse? Which governmentsal
functions have expanded most rapidly? How does the level and the pattern of
governmental expenditures in Hawail compare with averages of the entire
nation?

Answers to these questions are aoughﬁ in this report. They furnish
data necessary for an appraisal of the overall fiscal positioen of the Terri-
tory today. Examination of trends established over the past 12 years pro-
vodes & factual background against which to consider the future budgetary
needs of government in Hawail.

This study 1s concerned solely with the expenditures, technically re-

ferred to as pgovernment cost 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 cﬁunty auditor re-
ports, analyzed to eliminate double counting and expanded te include certain
omitted cost payments,

Direct expenditures by the federsl govermment are of course excluded

from this report. However, all money spent by Hawaii's roverrments, whether
derived from federal grants or from local taxes, fines, fees, or borrowing,

are counted in "government cost payments,"

lrxcluded from the data presented are transfers of funds betwean agenclas within the terri-
torial or county governments, or between thess two levels of government, since they refisct meraby a
movenenl of pubiic money ameng public accounts, rather than actual costx £ the flaxpayers. Also
omitted are repaysents of public debts: to include both the spending of funds raivad from the sale of
govarnment bonds and the repiyment of thoss bonds would be to show the same expenditure teice. koney
paid out for investaents or to increaae inventories of supplies 2re excluded for the same resson--ta
avoid doubis counting. (See Appendix V for a definitjon of "government cost paysenis” and a descrip-
tivy of the steps necesaary to compute Lhem from territorint and county reports.)




CHART |
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I.

THE PRESENT PATTERN OF GOVERNMENT COST PAYMENTS
A, For what does the Territ spend its money?

The Territory, in most recent years, has expended approximately two-
thirds of government cost payments in Hawall. In the fiscal year June
30, 1952, however, county expenditures were umsually high because of a
large school bullding program. During this last year the two acore de-
partments of the territorial government spent almost $77 million and the
four counties expended more than $55 millien, bringing total cost pay-
ments of government in Hawaii to %132 millien.

Two major functions dominate the territorial budget--gducation and
comminity welfare. (Included in "education" with the program of the De-
partment of Public Instruction are those of the University of Hawali and
the Library of Hawaii. "Community welfare®" costa include expenditures
of the Department of Health for hospitala, and territorial grants to
"county" and quasi-public hospitals, as well as outlays of the Depart-
monts of Institutions and Public Welfars.) Chart 1 shows that in the
fiscal year 1952 sliphtly more than helf of territorial cosi paymenta
were incurred for education, for hospitals, institutional and correc-
tional care, and assistance to the needy.

Construction and maintenance of territorial highways 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 maintained
by the Bosrd of Harbor Commigsioners and the Hawaiian Aeronautics Com-
mission, accounted for sliphtly less than 5 cenis of the expenditure
dollar, Costs of protection-~largely conslisting of expenditures of the

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

-3w




ture, governor's office, law courts, elections, ete. ), 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 cost payments, while
outlays for recreation and for interest on debt took less than one penny
of each dollar spent by the Territory of Hawail. Health and ganitation
services, other than those Iincluded in community welfare, required 3

cents of that dollar. Miscellaneous territorial expenditures, largely

consisting of pensiona and the Territory's share of current payments by
the Territorial Employees' Retirement System (but not repayment of con-
tributions originally made by public emplcyees) comprised about 7 per
cent of aggregate costs. (Dollar expenditures and more exact percentages
are shown in Appendix I.)

B. For what do the counties gpend thelr money?

Education costs incurred by the counties in the construction and
maintenance of public schcol bulldings and grounds we "¢ at an all-time
high last year comprising one-fourth of total county expenditures, Prior
to 1951 protection of health and maintenance of streets and  highvays
were the larpest county functions, measured by cost payments. However,
outlays for these purpeses, while continuing to inerease, heve besn ex-
ceeded in the past two yeurs by school expenditures.

The provision of police and fire protection and the maintenance of

other law-enforcing, law-making, and central administrative facilities,

together prouped as general government, reguire the gecond largest

county expenditures., Protection and peneral government, tha eore of

local povernmental activities, accounted for a fifth of all county
expenditures in 1952-—almost double the portion of territorial outlays

for these purpcses.

!
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CHART 2

COUNTY GCOVERNMENTS COST $5541/,000
IN FISCAL YEAR ENDING JUNE 30,1952
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Streets and highways in most recent years have alao taken a larger
portion of the countied budgets than that of the Territary's, but in 1952
only 12 per cent ofthecounty expenditure dellar went for road construo-
tion end maimtenance, compared with 17 per cent for the territorial gov-
ernment, It may be noted that the Territory's highway program in 1952
was by far the largest of the entlre perlod since 1940,

The fracticn of the county expenditure dollar going for public serve
ice unte;priéeu (10 cents in 1952) is greater than in the case of the
territorial govermment (5 cents). Most of these expenditures are in-
curred by the county water systems,which are largely self-supporting and
not financed by texaticn.

Recreation 1is primarily a county function. Care of the beaches,
parks, and playgrounds takes more than 5 per cent of local expenditures,
as contrasted with lesg +than 1 per cent of territorisl outlays. The
counties, on the other hand, make no expenditures for conserving agri-
cultural 1lends, fisheries, and other natural resources, this function
being performed entirely by the Territory.

County lnterest nts, while not large——comprising about 2 cents
of each expenditure dollar--tock twice as much of the county budget than
of the territorial budget in 1952. This gap may close, however, if the
Territory continues to undertake expenditures from loan funds which for=-
merly were undertaken by the coumties, without requirlng repayment by
the counties, as under Act 321 of the 1951 legislative session which,
among other things, appropriated territorial bend funds for construction
and equipment of schoels,

C. What is the ovarall pattern of governmental expendi tures ?
If territorial and county cost payments are combined, as in Chart 3,

b~



CHART 3
TERRITOR/AL AND COUNTY GCOVERNMENTS
TOGETHER COST $/32,/69,000
IN FISCAL YFAR END/ING JUNE 30,1952
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I1,

the overall pattern of government expenditures in Hawali emerges, Ap-
proximately one-quarter (laat year, 27 per cent) of the total 1s spent
for education, including public libraries, Almost one=fifth 19 per cent)
gees for comrunily welfare services, One-seventh (15 par cent) goes for
streets and highways and another seventh for protecticn and general
governmant.

These activities account for 75 cents of each dollar apent by the
Territory and its counties. No other aingls function takes as much as 10
per cent of governmental costs. Closest to thls level are expendituraa

for hesalth and senitation and ocutlays of public service entarpriass, mach

of whieh comprised approximately 7 per cent of the total in 17%2, Pen-
8lons, government's shara of the cests of the public employesd retliremant
system, and other miscellaneous charges amountad to 6 per cent, Fach of
the remaining classes of outlays--for recreatlon, protaction of natural
regsources, and payment of interest on the public debt. -respsctively took

no more than 3 centa of each dollar spant by the govermnments of Hawali.

_ TRENDS IN GOVERNMENTAL EXPENDITURES: 1940-52

A. How much have government outlays risen?

The fiscal year ended June 30, 1940 offers a convenient benchmark
againat which to measure the size of current costs of running territorial
and county governments, That yenr was the last "normal" year befors the
defense program and war effori successlvely brought a larger population,
peak employment, and inflation to these islands,

In the year 1939-40 government cost payments in Hawali aggregated
$34 million——more than $18 millien having been spent by the ferritory
and mors than %15 million by the counties. This total bLriefly fell off

in the following two years, as war-time scarcities of men and materials

-8~



CHART 4

HOW MUCH DID TERRITORIAL AND COUNTY
EXPENDITURES IN(REASE BETWEEN 1940 AND 19527
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cut inte the programs ef lecal governmemt, but by 1943 expenditures had
exceeded the pre-war lsvel and by 1945 approached $50 millien,

Expansion in the post-war period wes even mere rapid: $58 millien in
1946, $67 million the following year, $86 million in 1948, In the fis-
cal year ended in 1949 the 1line of government expenditures in Hawail
reached the $100 million mark, then continued to rise to $121 miilion in
the fiscal year 1950-51, and then to $132 miliion last year.

The increase in governmental costs since 1940 has been almost four-
fold, probably the largest expansion in such a period of time in the his-
tory of the Territory. Two factors immediately suggest themselves as

posalble explanations of this upward trend in public expenditures, The

first 18 the need for more government services caused by the increase in

Hawaili's population; the aecond 18 the fall in the purchasing power of
the dollar, which inflates public as well as private spending,

Batter %o compare the level of expenditures by Hawall's governments
in 1940 and 1952, Chart 4 translates 1940 conditlons into those ef the
last fiscal year by taking into account both the factor of increased
population and the factor of decreased purchasing power. Expressing
1940 outlays in 1952 dollars (which bought for government agencies about
47 per cent of what the 1940 dollar could) gives a closer idea of what
government servicea just before World War IT would have coat at current
prices, By expanding 1940 expenditures further to account for the {17
per cent) increase in civilian population which occurred in the succeed-
ing 12 years, it is possible to express government cost payments as if

the population were as great then as in 1952,




CHART 5

EFFECT OF PRICE AND POPULATION CHANGES
weons ON TERRITORIAL AND COUNTY EXPENOD/TURES  piiiions
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ADJUSTED TOTAL $//9. 800,000
These adjustments indicate that gevernmental expenditures in Hawail

during the fiscal year 1940 would have amounted to approximately $85 mil-
lien in 1952 terms, rather than the $34 millien actually spent. In other
words, approximately $51 million of the $98 millien increase in govern—
ment cost payments over the 12 year periocd may be explained am due to
inflation and population gains. Unexplained by these factors is $47 mil-
lion--8lightly less than half of the $98 million gap.

B. KWhat has caused this‘ rise?

Part of the absolute increase in governmental coats, shown for the
period 1940-52 in Chart 5, 1s traceabls to rises in the level of sala-
ries of territorial and county empleyees, comnected in turn with the re-
duced purchasing power of the dollar—-and more direetly with boosts in
the wage rates paid in Hawall by the federal government, which competes

with the Territory for many classes of personnel. Territorial and county

-]l




civil services received acress-the-board salary raises durimg Werld War
IIf and again in 1947, when the legislature enactad "cosi-of-living"
bonuses, The bonuses were successively incerporated inte the regular
compensation schedules by the 1947 and 1951 legislatures,’ Im additien
to these gemeral salary incroases, pay raises have been given to particu-
lar groups of county empleyees—teachers, firemen, and elected officials—
under other utatntea.‘

Expansion and normal maturing of the civil service employee feros,
perhaps angmented by rapid promotion and up-grading of personnelin times
of "tight" labor markets, such am cccurred during World War II, has alse
made for larger governmental payrolls, Fer every year of satisfactory
pervice employees receive increments in salary, up to a maximum of four
at any grade, snmislly placing more end more civil pssrvants in the top
pay bracket of each classification level, During the blennium 1951-53
amual inerements acerulng to territorial employees out of the general
fund but held in sbeyance pending completion of a salary standardization
survey) aggregated $390,000,

The number of public employees in Hawall expanded over the peried
studied, This growth is indicated in the rise in territorial civil serw
ice smployees from 2,806 at the clese of 1941 to 5,405 in 1951, Over the
same span of years the number of teachers employed by the Department of

Public Instruction increased from 3,199 to 4,051} The budgetary signifi-
cance of an snlarged working force becomes clear upon examinatien of the

20ciginaily under Hawail Defense Act rules, then extendsd by Act 13, Session Laws of Hawail
1945,

3Exeopt for the 1947 bomus with respact to salaries of the faculty of the Universily of Hamil.

*or a comparative study of saiaries pald In theTercitory see Governmental Salaries in Hamil,
Lagislative Referance Bureau, Report We. 5, 1952.

5|ncluding principals, iibrarians,dental hygienists, and other school staff personnel, but ex-
cluding custodinl employses.

=12



eategories of territorial expenditures. During the biennium 1951-53 ap-
proximately 6, per cent of payments out of the general fund for territo-
rial operating expenses is going for wages and salaries.

An overall expansicn of the mumber of public empleyees may reflect an
inerease in govermment services, decreased "output" per employee, or both.
In the absencs of comparative studies of governmental workers to deter-
mine their output, thers is no reliable evidencs as to whether territo-
rial and county employees in Hawaii have become more or lsss efficient
over the past seversl years, )

It 1a clear, however, that government in Hawali now provides a larger
mmber of services for a larger population. This is evidensed by the fol-
lowing partial 1ist of territoriel agencies created since 1940:

Bureau of Sight Conservation (1941; separate department since 1945)

Legislative Reference Buresau (1943)

Council on Veterans' Affairs (1945)

Soil Conservation Committes (1947)
Bureau of Civil Tdentification (1947)

Hawail Aeronautica Commission (1947)

Commission on Children and Youth (1949)

Industrial Research Advisory Council (1949)

Subversive Activities Commiasion (1949)

Territorial Loyalty Board (1951)

Civil Defense Agency (1951; from Disaster Relief Agency, 1949)

‘ Further expansion has océurred with the growth of "tld-line" territe-
risl departments as they have taken on mew duties and functions. The re-
cent history of ons major agency, the Department of Health, may be cited
to 1llustrate th131 growth., Since 1940 the following buresus have been

added to the Department, to initiate or enlarge public health services:

-13-.




Cancer contral

Dental health

Industrlial hyglene

Health statistics

Hospital planning (since 1951, Advisory Commisaion)
Housing regulation

Nutritien

Pure food and druge

Services of pre-existing bureaus have =alsoc been expanded. Since
World War II, to select a few examples of this expanmion, again in the
Health Department, cperation of mobile X-ray units has been underteken
by the tuberculesis bureau, cerebral palsy clinics have been established
by the buresus of maternal and child heelth and of crippled children, a
program of preparation and distribution of materials in health practices
is being carried on by the eoffice of health education.

Grants~in~aid provided by the federal government, typlcally on a
matching basis, have stimulated the growth of some of these publie health
prograns, 88 well as the activities of the Board of Agriculture and Fores-
try, Board of Harbor Commissioners Depertment of Institutions, Department
of Lebor and Industrial Relations, Department of Public Instruction, De-
partment of Public Lands, Department eof Public Welfare, Department of
Public Works, the Hawaii National Guard, and the University of Hawail.
Totel aids received from the federal government, which for the momt part
enter into territorisl rather than county expenditures, have recently
approximated #15 miilion ammually—about one-eighth of Hawail's gorern-

ment ceost pﬁymentaf
Through use of the grant-in-sild device expenditures whichmigit other-

wise be undertaken directly by the federal gorarnment appear as territe-

B"FIBCII Contro! of Feders! Payments to Hamaii,® typewrltten research semorandum of the Lagiz-
tative Reference Bureau, (anuu\ No. 2098), Movember 1951,

-1/




L1 655000

1940

EXPENDITURES FOR &

| PUBLIC BUILDINGS
PUBLIC HIGHWAYS

Ti8) outlays. This transfer effect is 11lustrated by the recent history
of the employment service in the Department of Labor and Industrial Rela=-
tions. During the war years, the program of jJob placement for unemployed
persons was taken over by the federal government., With the return of the
empleymsnt service to the Territory in 1946, territorial expenditures for
the employment service resumed, financed by annual grants from the Unlted
States government, What was shown as a fedaral outlay botueen 1642 and
1946 1s now a cost payment of the Territory of Hawaii

Another factoer underlying the trend of. government cost payments dur-
ing the paat several years is the timing of publie works projects. World
War II and post-war shortages caused the postponement of constrnction of
highwaya, schoole, and other public buildings. In 1949 the Territery
sharply expanded its capital improvements program to reduce the backleg
of construction as well as to undertake projects dating from the post-
war pericd. Since 1949, as Chart 6 shows, capital outlays for public
works by the territorial govermment have markedly declined, though by

CHART 6

TERRITORIAL H/GHWAY AND ..o
BUILDING PROGRAMS-EXPENDI-
TURES FOR TERRITORIAL PUBLIC
WORKS , 1940 -/952
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no means to pre-uar levels,

County expenditures for schoel bulldings, however, have risen rapidly
during the same perioed, from less than #2 million in 1949 to more than
$10 million in 1952, (See Appendix IV.) These ocutlaeys may be expected
to expand with an inereasing schoel population, particulerly if territo-
rlal financlel asslstance continues to be prented to the countles 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 poste-war period, viewed by functions, has been by no means

uniform, Outlays for community welfare showed the most rapid rate of ex=-

pansion, 1952 expenditures for this function amcunting to more than six
times the 1942 lavel. Federal grants have been of partlcular importance
in financing the growth of public welfare activities of the territorial
povernment,

Hecraatlon expended almost as rapidly. The volume of spending for
beaches, parks, and playgrounds—mecstly by the counties-—is still enly
a8 minor part of the total cost of govermment, but it hes exceeded the
averape rate of growth of all expenditures during the past dozen years,
At the beglnning of the period it was the least exrensive of local func-
tions. Now recreation expenditures approximate the "penersl" costs of
county government (see Appendix I), and exceed both interrat payments and
miseellaneous outlays,

The sole category of government costs to decline in the period since
World War I1 1s the annual interest payment on territorial and county
debt. Outstanding debt was reduced during the war, as tax revenues

increased and capital improvements remained limited by materiel and man-

~15-



pewer shortages. Since the close of the war, however, Hawaii's public
debt has again risen; interest payments have consequently increesed in
each fiscal period since 1948 and within a few years will exceed the
1940 level,

Chart 7 graphs the changes in costs of major government programs be-
tween 1940 and 1952, Omitted from the char£ are miscellaneous outlays.
This categery increased st a rate virtually idemtical with that of the
overall cost of territorisl and county government over the peried—
approximately 291 per cent,

D. Which level of pgovernment, hes expapded most?

At the beginning of the last decade, the Territory's expenditures ex-
ceeded those of the counties by only a small amount: in 1940 the ratie
of outlays of the two levels of government was 55-45. By 1951, th- ter-
ritoriel share of total government cost payments in Hawailil had riszen te

CHART 7

NOW GOVERAMENTAL EXPENDITURES CHANGED FROM 1940 7O 1952
CAMOUNTS IV MILLIONS OF DOLLARS )
JOTAL TERRITOR/AL AND “OQUMTY EXPENDITURES
INCREASED BY AN AVER/GE OF 29/
THESE EXPENDITURES INCREASED THESE EXPENDITURES INCREASED
MORE THAN THE AVERAGE 1 LESS THAN THE AVERAGE
35.6
. -
% 1840 1932
/
9.4 f%
T o3
Z % /) {_‘5g g%% 6.9
PER- 39 3.1 4.2 . i az r_% 2.2
e CUA eoftn L4 22 20 L) B4 B et 234
IMREASE 46337  +427% <+ 3577 +337%  +320% +348% TAATL +219°%  r186%,  -21°7
COMMUN/TY RECREA- STREETS  PROTEC- PUBLIC  EDUCA- HEALTH  GENERAL NATURAL  INIERET
WELFARE TION AND TI0N SERVICE  TioN AND GOVERN-  RESOURCES
HIGHWAYS ENTERPRISES SANITATION MENT

(COMPUTED FAROM APPENDIY T )
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65 per cent, that of the counties had fallen to 35 per cent.! Last year
county expenditures, swellsd by an unusually large outlsy for schools,
comprised almost 42 per cent of aggregate expenditures,as shown in Chart
8. Aside from thls upsurge in local education costs, however, thers ap-
pears to be a marked trend toward concentrating a larger fraction of
public expenditure in territorial agenciles,

Three factors comtributing to this basic change in the reletiva pl
portancs of central and local governments suggest themselves, One is a
tendency for the Territory to take on functions formarly performed by the
counties,. This trend 1s i11lustrated by the recent history of the terri.
torial highway system, Betwsen 1940 and 1951 milsags maintained by the
Public Works DNepartment incressed from 291 to 409 milea. Part of this
expansion resulted from the tranzfer of comty roads to the Jurisdiotion
of the Territory, which 1s qualified {(unlike the counties) to obtain
faderal grants for highway improvementa, Chart & shows that over ths
past 12 years the Territory's share of highway expenditures more than
doubled, increasing from 30 to 66 per cent,

The case of the public highways also 1llustrates a secoend factor
making for a more rapld expansion of territorial cost payments—-the
growth of the syatam of fedsral grants. During the past decade federal
payments to Hawasii have increased many times= over: from about $3 million

to more than $9 million between 1947 and 1950 alone, Expenditures of

75.; tareitorist and couniy totals in Appamdin ), povd Ao The Jemgorun trand scresy the natiom

has bran for siuty sxpandiiures to Incresss  rolative to Jocal outlays. ia 1932 cost paysents of
state govarnmenis sggragated leaw than half those of all locel governments, By 1940 this fraction had
risen to about three-fourthe snd by 1949 stats axpendiiures virtusily equeled csutiays of local wnits,
(Sea Facts and Flguras on Government Flnance, 195051, The Tax Foundation, p, 52.) Prelivimry deta
af the Governments Divisisn, U,5, Burexu of the Canpus indicetn, howevey that 1951 state expenditures
wpproxiseted $13 biflion, ahile local expenditures aggregated sleost §16 blilion,
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CHART 8

PORTION OF TOTAL EXPENDITURES
MADE BY TERRITORY AND C(OUNTIES: 1940 AND 1952

940" 1952 1940 V1952 1940 1952 1940 1952 1940 /952
TERRITORIAL OOVERW- %251 W A Wé 7. /% 2/1')/ //f
MENT EXPANDS MORE |0l |39 A4 / 38 AR >
RAPIDLY THAN LOCAL A 14 /% 4 7

GOVERNMENTS, EXCEPT / {7

7% 6%, 503 % 62% 62% 7% % 66%

040 1952 1% -
/ 5% 30%
2 l
455 42?: COUNTY EDLCATION HEALTH AND PUBLIC DEBT  COMMUNITY STREETS ANO
// 7] EXPENDITURES JANITATION INTEREST WELFARE HIGHWAYS
“ 1940 1952 1940 1952 19490 1952 1940 1952 1940 1952
- - o i W r
55%| %6%| rerriTORIAL /{/, i % // Zf% %% 3// B
EXPENDITURES (5%, % 5791 |62% 7247| |607 //‘
V r// / r///'
" / 4 /
FOTAL COST A A ‘
PAYMENTS . | /U 7 633| |6°%
497 34 387 iz 407
1| 6% 267 {904
(COMPUTED FROM ul LR
APPENDIX T ) GENERAL PROYECTION  PUBLIC SERVICE RECREATION  MISCELLANEDUS

GOVERNMENT ENTERPRISES
these funds--largely for health programs, welfare assistance, educstion, |

a2 well as highweys, as pointed out above--are made almost entirely by
the territorial government,

Finally, the narrow limits placed on county powers by territorial 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 suthor-
ized by the territorial legislature. An expanded tax gtructure, more
responsive to increases in the economic base of the Islends than the
taxes supporting the county governments, has provided the means of

enlarging the Territory's expendi‘c-u.t‘eass.B

B‘l’ho Territory relies most heavily on a turnover (genera) excinel tax, specific excises and a
tax on wages, all of which have expanded rapidly with prices and eaployment. The counties! chief
source of revenues is the property tax, whose yialdy are fixed by law, Shares of the general excise
and gasoline taxes give 2 degree of flexibility to county tax revenues, but a degree much soaller than
that enjoyed (in perinds of prosperity) by 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 medlcal care for indi-

gent persons, and of convalescent homes, particularly in the clty-county

of Honolulu, caused the portion of health and ganitation outlays paid
by the counties to rise from 41 per cent in 1940 to 75 per cent in 1952,
Under Act 129 of the 1951 leglslature, costs of caring f%r persons who
are completely indigent or without money for medical attention are to be
pald for by the countles out of funds provided by the Terrlitory.

The second exception lies in the faet that the relative amcunts of

bond interest due each year on terrltorlal 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 pald by the counties,
62 cents by the Territory. In 1952, county debt accounted t.r 59 cents
of the interest dollar, while the territorial govermment, which had re-
duced its outstanding debt at a more rapid rate then did the countles,
paid only 41 cents of every dollar of Interest on Hawali's public debt,
Recent incresses 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.?

9Oututanding general obligatlon bonds of the territorial government rose from slightly under
$33 million on December 31, 1950, to $37 million on Decesber 31, 1951, to alaost $43 million on June
30, 1952, Genaral obligation bonds of all counties aggregated 18 mitilon on December 31, 1950 tsd
$12 willion on December 31, 1951) they were evtimatad at approximately 426 million ay of October K0,

1952.
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111.

COMPARISON OF GOVERNMENT EXFENDITURES IN HAWAII WITH MAINLAND STATES

4. Ia the pattern of government cost payments in Hawail an wunusual one?

Persons concerned with the level of govermnment cost payments will
want to know if Hawail spends a relatively large fraction of public funds
for some functions while others recelve a disproportionately small amount
of each expenditure dollar. A useful yardstick by which to judge whether
certaln programs are unusually large or amall is the distribution of ex-
penditures, by functlons, among the states of the mainland.

To be meaningful, however, it is not satisfactory to compare terri=-
torial expenditures with the pattarn of stats expenditurss =alona. The
centralization of Hawaii's pgovernment, which places in the territorial
government functions more frequently performed by local governments in
the rest of the United States rules out this terrltory-state comparison.
It would be misleading, for examole, to compare educational costs borne
by the territorial government with those pald by state zovernments, since
in most of the states the larger part of achool moneys is apent by local
units,

The better comparison is territoriasl-plus-county against state-plus-
local cost payments; this 1is attempted in Chart 9. Estimated data for
mainland local governments are available for the fiscal year 1951. Sihee
authoritative expenditure data for mainland local governmonts--for any
year aines 1942--are not broken down into as many claasifications as
those uged for Hawaii in the praceding portlons of this report, coumpari-
son can be made' for only six major functions, Two of them, it will be
noted, required a regrouﬁing of Hawaii's cost peymeu.s into "health and
hospitals" and "public welfare", instead of "commnlty welfare® and

"health and sanitation", as before.
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CHART 9O

PATTERNS OF PUBLIC EXPENDITURES '
PORT/ON OF EXPENDITURES GOING FOR MAJOR
FUNCTIONS IN HAWAII COMPARED WITH AVERAGFE

OF ENTIRE U, S. — /951"
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In 1951, to refer to Chart 9, there was close similarity between the
pattern of governmental expenditures in Hawailid and in the rest of the
United States., In Hawall, as in the mainland, education was the most
coatly function of governmeni-~-and it took 5 per cent more of the state-
loecal budgets than of Hawail's. The relative portlons of the expenditurs
dollar going for public welfare and for protection (police, fire,militia)
were within three percentage points. Hawall spent double the mainland
average, percentagewlse, for health and hospitals, but its necessarily
1imited road mileage kept outlays for streets and highways five pointe
below the national average,

Comparisons made for 1932 amd 1942, years of the last two censuses of
govermment, also showed a close similarity between the pattern of expen-
ditures in Hawailil and throughout the United States, In 1932 the range of
variation was 6 per cent-—that is, cost payments for the various functions
of government in Hawail in no case were more +than 6 per cent larger or
amaller than the proportion of sitate smd local expenditures for the United
Statea as a whole. In 1942 this range was only 3 per cent., During these
earlier years, as in 1951, health and hospltals took a relatively larger
share of total expenditures in Hawalil, while highway costs were a rela-
tively smaller fraction, The proportion of Hawali's budget going for edu-
cation was above the natlonal average in 1942, but below the average in
1932, a8 again in 1951,

B, Are govermment outlays above average in Hawaii?

While the distribution of public expenditures among the various major

funetiona of govermment In Hawali appears to strikingly similar to that

of the malnland states, including their local subdivisions, the level of
expenditures in the Territory is well above the national average,
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& comparison of government cost payments in Hawall per head of popu-l
lation (excluding military perscnnel) with cutlays of state and'local
government for the continental United States 18 made in Table 1, follow-
ing., The table indicates that even juat prior to Amerlca's entrgnce in
World War II, Hawali spent more for governmental services, per capita,
than the average state, The excess was relatively small, and early in
the war (1942) was reduced to approximately $7 for each civilian,

During the post-war period, however, Hawall's per caplts govermment
cost payments have continued to outrun the average for mainland jurisdice-
tions, By 1950, the table shows, outlays per capita for the civilian
population of the Territory were about double the national average. In
1951 coasts of mainland governmental units apparently Iincreased sharply
relative to Bawall, but stlll remained one-third below per capita expen-
ditures in the Territory.

TABLE 1

PER CAPITA GOVERNMENT COST PAYMENTS
HAWAIT AND STATES OF THE MAINLAND ~ 1340-1951

Fiscal Hawall: Mainland U,S,:
Year Territory and State end Local
Counties Governments
1940 $ 84.98 $ 62,37
1942 70.31 63.64
1944 96,11 66,61
1946 124.03 76,58
1948 174.27 104.79
1950 243.66 120,85

1951 255,63 163.58%

Compuled from following sourcess Hawall, reports of territorial
Mditor't offlce. Mainband U,5.) forl!‘}m-—ﬁﬂélu.‘;‘. 'g?lnr:nnt of
Commerce, National Iacoms, 1950 editise, Table 9 roa pre-
n-lury'ah of U.5. Census Bureau, prepared for 1952 Governors'
Conference. Computed for civillan populatian only.

*Exclusive of expenditures by public service onterprizes or
publ Iz employse retirsment systess,
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Two factors may be borne in mind in consldering the above compari-
gons., The first 1s the excluslon of military personnel in computing per
caplta expenditures. This exclusion is necessary because of the unavaila-
bility of complete data on the number of servicemen in the Territory.
While it is expedient, as well as conventional, to confine measures of
per caplta governmental outlays to the civilian population, the effect
may be to magnify the relative costliness of providing public services in
Hawaii. This exaggeration results from the fact that military personmnel,
who form a larger portion of the Iﬁlands' total population than on the
mainland, necessarily require the expenditure of public funds, The fed-
eral government has recognized the added financial burden placed on the
territorial govermment by the several military posts maintained in Hawaii
and has partially defrayed these costs by making grantas for housing of
military employees, for repairing roads damaged by military wehicles, for
providing schools for the children of personnel on military bases, etc,
Such federal funda, and much larger territorial cutlays caused by federal
military activities in these Islands for which no reimbursemsnt is made,
contribute to the high level of government coat payments in Rawaii,!?

The second factor to be considered in making comparisons with the

mainland is the price level, If, as is wldely believed by persons both

in government and business, prices tend to be higher in Hawaiil than on
the mainland, there is an upward pressure on public as well as private
expenditures in the Territory which should be allowed for in making the

comparisons attempted in the above:table. There are now only fragmentary

IoTh- other side of the coin shows tax payments in the Territory v bs enlarged by the heavy
expenditures {in excess of $200 alllion anmuaily in tha last two years) of federal agencies In the
Territory Hawali's position as a military bastion thus at once contributes to a high level of public
cutlays and alyo helps sustein these costs.
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data to bear out this assumption;'! it awaits the publication of a coste
of«living survey undertsken recently by the U.S. Burean of Labor Statis.
tles to discover how important the pries factor ia. It is not to be ex-
pected, however, that price differentisls would entirely explain the
above-average cost payments in Hawall shown in Table 1,

Another convenient yardstlck, beslides populstion,for comparing govern-
mental costs among Jjurisdictions 1s to estimate the ratlo of these expen~
ditures to net income recelved by persons in the jurdsdictlion. For the.
United States as a whols, expenditures of states and local units of gove
ernment in 1951 amounted to s8lightly more than 10 per cent of persomal

income (before income taxes),?

Data are agaln lacking on tha exact level of perscmal net Ilncome in
Hawail, It appears, howsver, that In the post-war period average net in-
comas recelved by the Territory's populatlon has approximated the natlop-

el average.'? Making the mssumption that residente of Hawall did recelve

Notably a report of the U.S. Burssu of Labor Statistics (BLS Chart Series, 1946, F-8) Indie
cating that in {945 retail goods, rents, and services were approxisately 25 per cent highee in Hootw
fulu then in Lo Angeize. Lox Angelas, in turn, bad & price Index of 94, against 38 for Houston, 98
for Chicago, 106 for San Francisco, and 102 for New York Dlty. Thix geners! relationship was cone
firmed in studies of retail prices in Honoluly and in  wevers! large mainland citiss wade in 1957 by
the locs! Offlce of Price Stabitizatlon. The salary differential pald to federgl empioyees in Lhe
Yerritory is sppsrently predicetied on the assvepilon that living costs  in Hewail are 20 per cent or
#ore in  excass of the average of mainland communitiss. 1¢ was fo test this assuspiion thai the
currant survey of the Bureau of Labor Slatistice wax yndertaken,

'SEo-putcd feom cost piyments shosn in Table | and per capita ael income data published in the
Survey of Current Susiness (U.5. Department of Commarce) for August 1952, p. 17,

rhis was Indicated by pretiminery findingeof the Nutlonal Income Divialon of the U.5. De-
partnent of Cosssrce, Accordiyg te  tentative sstimates made by ihe division in ?Gﬂli:tiﬂﬁ uith the
£1lscetion of federk! atd under the Natlonai School Lench let, per rosta incose in Hassii during the
jats 1940%s closely approached the average for ihe antire United Siates. An Independent sntinate
akde by the Legielaiive Raference Sureau for 1947 showed Hawaiite per caplts  incomsmeidhen approxis
sately $1,312-~t0 be in & madian position among the 48 states.
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an averags incoms identlecal with that of the entire nation in 1951—
$1,58/~—1in that year cost payments of the Territory and its four comntles
accounted for some 16 per cent of personmal income received in these
i1slands.,

This calculation tends to confirm the conclusion previocusly reached:
relative to 1ts population, govermnment cost payments in Hawail are well
above the average of the state and local governments of the entire United

States,
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AFFENDIX |

A. GOVERNMENT CCST PAYMEMTS IN HAWAIL
1940-1952
{ N THOUSANDS)

Fiscal Year Ganeral Community Strests & Health & Natural Wiscel- Publfe
Engdlng Government Protection Education*s Welfare**» Highways Sanltation Recrestion Resources lansouc  Intersst Enterprisgs Tofal
1940 Territor $1,069 $ 985 $ 7,420 $ 2,400 $1,29% $1,582 $ U $ €3 1,274 | 46 $18,638
Counties 12 1C I o8 1o Y54 130 s e M oy 33 AT
Total 0,24 3,879 [ 2, 2,
1941 Territery $1,333 $ 657 $ 7,694 $ 2,657 $ 9 $1,617 $ 33 $ 625 #l.:oz $1,309 $ 309 48,216
Countien i,28 1,646 i , 13,581
Totr |
1942 Territory
Count lee*
Total
1943 Territory
Countlea* ‘
Total
1944 Territory
Countiea*
Total
1945 Territory
Counties*
Vu.atl
1946 Territory
Counties
Total
1942 Territory $3,275 $1,334 $14,922 $1C,705 $2,998 $2,125 $ 9l $1,210 $2,ozq $ 459 $1,075 440,211
Count les 6 8 0l 1E2 1,184 i w 28l 6
Total S,B 5' 2 '93 M ’ 7 » ? |,2?5 |2 | » »
1948 Territory $3,562 $2,494 $17,540 $14,155 $3,800 $2,449 $ 149 $1,369 $4,406 $ 335 iz.m $52,821
Counties 621 4,974 4 1,668 LIE 528 } ! i I
Total » 85 ’ 2 » '323 8,9 ."7? 9]2 8 |5




APPENDIX 1
A. GOVERNMENT COST PAYMEWTS IN HAWALL

1940=1952 .
(1 THOUSANDS)
~ (conttd) . o
Fiscal Year Qeneral Community Streets & Mealth 3 latural. - Miscsl- Publlc
Ending Bovernment Protection Edycatlonss Welfares** Hichways _ Senltatl Rycregtion our l In i
i949 Territory 5,051 $ 9,401 $19,248 $17,484 4§ 7,618 $2,416 $ 299 $1,512
Countles 33 a 98 1,574 28 4,144 g ——
Total ;
1950 Tereltory $19,615 $10,157 ‘ 47,683 940
Countlies 479 (99 6,09 q.289 . .. bBY L 97455
Total 5,850 58 ; 5, 04C »01b :
1951 Territery $4,764 $20,605 $21,8 $ 9,705 $ $ 642 $1,79% $5,059 ¢ 571§ 6.0§ $ 78,124
Counties 1 . 4 = 4
Total ’ 10y ’ 5-H ’ »813
195  Tereltory $12,813 ¢ : $1,006  $5,468  § 729§ 9,552 § 76,758
Counties [4 anw |
Total 23

-'[c -

Sourcegt Reports of tarritorial Aeditor's Office, except county post paysents for 1943-45 froa county smditor reports and Wonolulu Controller reperts. Data
from these sources sugnented amd modified as described in Appendix ¥. '

sCalendar ysar.
% |nciudes schocls, librarfes, and the Unlversity of Hamall.

sseincludes hogpitals, imatitutions for handicapped, correction, and public assistance.
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APPENDIX |,
PERCENTAGE DISTRIBUTION OF QOVERNMENT COST PAYMENTE IN HAWARY

19401952
Fiscal Year Camaral Community Strests & Health & Nateral Miscel-
Qevernmeat Protectios Educatlomes Welfaresss Wi nitatien Recrestion ® laneg
1948 Tarrltory 13408 7.04 8.6 0.28 3.48 5.98 7.6%
Count few 1 ] % Iy e :
l’ohl 2. 2.“ . i- - od ] »
194t Territory 1,38 0.2¢8 3.58 5.5%
Counties e
Total :
1942 Territ 6. 7.08 42,18
Countlees 2.5; 24 B,
Totll ?. FIS 7 28-5’
1943 Territory 7.68 1.68 41,9% 20.18 10,1 4,5¢ 0.2 - 9.38 1.7 S.78
Count les* 1 19,0 H % cam
Total - » 2 [ + L) [ ‘:B: [ »
194 Territory 97.6% 3.9 408 A8
Count lea® : 1}
_ Total
943 Tarritory
Count jan®
Total
1946 Terrlt .78 .1 78 i 10.2%
Counties 0 3 3 i :
Yotal . - 20 N> .
1947 Tarelt 8,28 ' 58 26.9% 7.58
c:::tl::r 3 32.9 T4 12,8
Total Be 7.4% 24,65 18.7% 9.5%
1948 Terelt €.0% 4.88 L5 27.1% 7d
c::u::' 1:4 14, 33.7 g.E 4,5‘ a,g 6,; - 9,8 0
Total Te - 2309’ 9. 03 - 2. 1,68 Bl” E

Publ ic
ri

3.08

106.0
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APPENDEX 1

B. PERCENTAGE DISTRIBUTION CF GOVERNMENT CCST PAYMENTS [N HAYADI
19401352
(conttd}
Fiacal Year General Community Streets 3  Health & Naturel  Miscel- Publle
Ending Government Protection Fducation® Welfare*** Highways Sanitation Recreation Resources faneous Intersst Enterprises Total
1949 Territory 7.7¢ 5.2% 29,54 26.88 1,74 3.74 0.4% 2.9% T.08 048 4,81 100.0
Counties 2.2 14,8 1.8 B.l 14.4 H1.5 8.0 = 9.3 1.7 16,2 100,0
Total 1.9¢ 8.6 21.8% 20.2% 12,68 b.5% EMLS .53 8.2% 0.87 8.8 100.0
1950 Territory 7.3% 7.0¢ 25.64 27.2¢ 19,23 3.04 0.4% 2.G% 9.2% 0.4% 3,91 106,0
Counties 725 15,4 9.5 8.7 £S5yt 15,3 8.7 m.— 59 1.7 13,2 100,0
1951 Territory 6alg E.1 26.43 27.9% 12.5% 3.01 0.5E 2a2% 6.5% 0.7¢% 7.8% 100.0
Counties 7.4 1.6 17,) 2,1 17.0 5.0 2.3 - 1.8 2e2 9.5 t00.0
Total b.5% 9.1% 23.1% 20.9% 14,77 7425 3,18 1.43 4.8% [.3% Ba4¥ 100.0
1952 . Territory 4,88 E.4% 28.3% 25.4% 15.8% 3.0% 0.3% 2.4 7.1% 0.93% 4,69 10G.0
: Counties , 5.9 14.4 25.0 9,2 1.7 12.6 5,0 - 4.4 l.E .8 100,0
Totel 5.20 9.7% 26.9% le.6f 14,78 7,08 2,45 4T 6.0 .38 6.8% [G6.0
Socurces: Reports of territorial fuditor's Office, except county cost payments for 1943-45, from county audiior reforts and Honolulu Controller reports. Dats

fron these scurces augmented and modified as described ir Appendix V.

*Calendar ymar.

*¢includes schools, libraries, and the University of Haxaili.

*##InciLdes hospitals, institutions for handicapped, correction, and public asaistance.
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APPENDIX 11

GOVERNMENT COST PAYMENTS IN HAWAII

ADJUSTED FOR CHANGES IN POPULATION AND PRICE LEVEL

B estimates of 1951 and 1952 deflators supplied by Departsent. Convertad from 1939 to 1952 base.

¢ Actual cost payments dlvided by jolat population and prize adjustsent factor.
ture required to maintain constant per capita cutlays in dollars of constant value, using

Product of population and price Indexes, axpresses joiat effect of population awd price changas.

1940-1952
Actual Index of Price Adjusted

Fiscal Cost Payments* Population Index® Ad justment Cost Payments®
Year (1i11ions) Populationb (1952=100) (1952=100) Factord (Millions)
1940 % 33.8 397,405 85.4 46.6 39.8 $ 84.9
1941 31.8 408,660 87.8 49.1 43.1 73.8
1942 31.4 446,119 95.9 52.9 50.7 61.9
1943 35,2 451,209 97.0 55,9 54.2 629
1944 4 o6 464,250 9.8 58,0 57.9 77.0
1945 47.3 458,084 98.4 61.2 60.2 73,6
1946 58,3 470,153 101.0 67.4 68,1 85.6
1947 66,9 476,127 102.3 T7.6 79.4 84,3
1948 85.6 491,146 105.5 87.1 91.9 93.1
1949 99.7 481,537 103.5 90.2 93.4 106.7
1950 114.9 ATy 44T 101.3 93.3 9%.5 121.6
1951 120.8 472,602 101.6 99.2 100.2 110.8
1952 132,2 465,325 100.0 100,0 100.0 132.2

a From Appendix |,

b Clvilian population, estisated by territorial Board of Health as of September 15, 1952, & ravision of earller estimates.

¢ Price defiator for stats and local government purchases, from U.S. Departsent of Comserce, Mational Income, 1951 editlon, p. 146, Table

Amount {lsted for any yesr is sstimate of total expendi-
1952 as buss year.




APPENDIX III

TERRITORIAL PUBLIC WORKS EXPENDITURES
1940-1952

Fiscal Year  Highway Projecte® Other Construction® Total
1940 % 1,548,940 $ 106,143 $ 1,655,083
1941 696,376 333,362 1,029,738
1942 eeens 8,394 8,39
193 522,715 4,956 527,671
1944 2,482,722 eee 2,482,722
1945 3,492,512 312,153 3,804,665
1946 2,269,533 16,772 2,286,305
1947 1,797,388 726,081 2,523, 469
1948 2,302, 267 1,329,886 3,632,153
1949 4,837,177 7,508,792 12,345,969
1950 6,724,177 2,723,314 9,447 491
1951 6,011,288 2,398,391 8,409,679
1952 7,137,094 833,818 7,970,912

Sources Territorial Department of Public Works.

a Expenditures for completed projects.

b Value of contracts awarded) exclusive of schools other than vocational wschoals.
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APPENDIX IV

EXPENDITURES FOR PRIMARY AND SECONDARY SCHOOL CONSTRUCTION
1940-1952

Tear® . Amount®

| A0 v v v v e e e e e e s e e e & 474,209
| s 7 272,165
. 1942 4 e o v e n e e e e 142,253
. 1943 e e e e e e e 45,544
‘f 194-4!..."..0..!.0!' 46’34‘4’
1945 @ 4 v v o n e e e e ey 171,820
1946+ v o o e e e e e e e e e 101,852
1947 @ v v e e e e e e e e e 840,954
1948 v v v e e r e e e e e e 439,504,
1949 v v v v v e e e e e e s e . 1,704,162

1950 « & s 8 ® 8 8 ¢ & ¥ 8 4 & s = . 2, 971,382
1951 « 8 & *+ 4 8 " * & T _» & = & @ 4, 627’700
1952 . 4w v e e e e e e e e e e .. 10,694,028

Soyrcesr Annual reports of Hawali, Xauai, and Maul suditors and of Homolulu con-
troller; reports of territorial auditor shoming expendiiures for coun-
ties from tarriterial loan fund, exclusbve of vocaticnal schools, which
are Included in Appendix {11, ’

Calendar yoar for expendlfurss froa county funds, fiscal year for eqendi-
tures (in 1949 and follawing years) from territorlal loan funde

b Actual dlsbursements.




APPENDIX V

HOW GOVERNMENT COST PAYMENTS WERE COMPUTED

THE CONCEPT. Govermment cost nts, as referred to in this report,

are all net amounts paid out 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 governmmeni--including payrolls;
properties, equipment, and materials purchased or rented; and interest on
indebtedness--as well as pensions, asaistance 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 ralsed by the sale
of bomds are included, it would be duplication also to include the repayment
of this monay),l and (3) investments, or tranafers of funds within or be-
tween the divisionsz 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 1s considared a '"cost
payment", the first transaction being merely a transfer of funds within the
government,

In arriving at government cost peyments 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 Territorisl Auditor from its records and from reporis

recelved from the counties snd the city and county of Honolulu for each

'lf both expenditure of bond funds and retiresent of bonds are included as cost payments {as
in the case of the Honclulu Board of Water Supply), an obvicus double-counting occurs. A million dol-
lar pusping atation, for exampls, would appear to cost two aillion dollare-«ane million when construc-
tisn costs are paid out of bond revenuss, one million when the bonds are retired.
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fiseal year (July l-Jume 30), and reproduced in the anmual report of the Gov-

ernor of Hawaii to the Secretary of the Interior. During the war years, 1942-
45, thesa‘raporta were not made by the counties; for these four years calendar
year data were obtained from ammual county auditors' reports, and, in the case
of the city and county of Honmolulu, from the controller's reports. (A1l ter-

ritorial data, however, are for fiscal year periods.)

The "ohjects of payment” classification of expenditures currently employed
by the auditor in his consolidated statement had to be modifled in two reaspects
in order to conform to classifications used in earlier years of the period cov-
ered, 1940 through 1952. The groupings "Hospitals and Institutions", "Cheri-
ties”, and "Correction" were combined under the heading "Institutions and Wel-
fare"; and "Schools" and "Libraries” were combined under the heading "Educa-
tion", The more inclusive clamasifications were used by the territorlal audi-
tor for the fiscal years 1940 and 1941, and in the county auditors' reports
for all counties except the eity and county of Honolulu during the years 1942
through 1945.

Under the classification "Public Enterprises” are included expenditures
by the Territorial Board of Harbor Commlssioners and the Hawaii Aeronautics
Commission, and, at the county level, payments by the water aupply systens,
(Coats of these governmental agencles are largely from receipts for services
rendered to "ecustomers® and for the most part do not rest upon the taxpayers
of Haweii. Such expenditures are included, however, in order to present a
comprehensive statemant-of govermmental outlays. An attempt to report only
those expenditures which are borme ultimately from tax revenues would require
exclusion not only of the receiptsof public service enterprises but of all
other charges made by governmental agencies for services rendered—e.g. book
rentals by the Department of Publiec Instruction, tuition fees by the Univer-

gity of Hawail, recording fees by the Bureau of Conveyances, etc.),
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AVOIDING To determine if there was any duplication in reporting by
DUPLICATIONS
AND OMISSICNS auditors of the two levelas of government, or any omission of
expenditures which should be classified as govermment cost payments under the
definition given above, a comparison wag made of the amounts reported by the
Territory as transfers to the countles and the amoumts of such receipts re-
ported by the counties. This and other checks revealed discrepancies and sug-
gested the possibllity of duplications and omissions in the auditors! reports,
Investigation revealed: (1) inclusion in county costs of bond retirement
by the Honolulu Board of Water Suprly, a type of outlay not classified as a
cost payment; (2) inclusion in cost payments of Honolulu, Hawaii, and Maui of
total contributions to the Employses' Retirement System, although contritutions
over and above county shares of administrative expenses and pensions actually
pald are transfers between governmental units, rather than cost payments; (3)
duplieation of reporting of governmental subsidies for tuberculosis hospitals
and the Shingle Memoriasl Hospitsl on Molckai, by the Territory and by three of
the counties--Maul, Kaual, and Hawaii; (4) omlssion of the Territory's share
of benefits and administrative costs of the Employees' Retirement System; (5)
omission of expenditures from the territorial loan fund (made by the Territcwy:
for the counties out of bond sale realizations, which bonds must be repaid by
the countles) except by Hawaii, and in part, by Kaual. A1l counties list the
latter expenditures in their suditors' or controller's reports, but do not re-
port them as cost paymente. The territorial suditor lists them in detail but
correctly clasalfies them as transfers to the county governments, rather than
as territorlal cost paymenta,
ADJUSTMENTS The following ad justments were made in expenditures reported
HATE by the Territory and its subdivisiors in erriving at the cost

payments utilized in this study: Flrst, cutlays for bond redemption by the
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Honolulu Board of Water Supply were subtracted from county expenditures for
public enterprises; sacond, territorial grants for "county" tuberculosis hos-
pitels and the Shingle Memorial Hospital, were also shown aa‘county expendi-
tures, were subtracted from county expenditures for institutions, on the
grounds that the county governments appear to act only as intermediaries in
this distribution, with the money being supplied by the territorial leglsla-
ture, which determines the mmount going to each institution; third, contribu-
tions by the counties to thie Employees' Retirement System, except their share -
of current adminisfrativa expenses, were subtracted from county miscellaneous
expenditures, while the Territory's share, out of its contributions for bene-
fits and administrative charges, of cost payments by the Empleyees' Retirement

System were added to its miscellaneous outlays; fourth, lean 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 reported all such ex-

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

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

include peyments 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 theses amounts were added to the county expenditures and

classified accordihg to purpose of expenditure. The amounts which were already
j jncluded in official reports by the county auditors of Hawail and Kaual were

obtained from the county auditorsby letter and subtracted from the county

totals.)




ILLUSTRATION To clarify the procedures used in arriving at the expenditures

OF ADJUSTMENTS

presented in this study, and to show how they affect the per-

centage distribution of govermment cost payments, illustratlons of the steps

taken, with actuel data,

are given below for the fiscal year 1952,

A, Overall adjustments in territorial and county cost payments.

1. Total territorial cost payments:

8 75,889,017

Plus 59,070

Plus 810,353

8 76,758,440

Territorial government cost payments as reported by
territorial auditor in the "Consolldated Statement of
Qperations™,

Territorial shere, administrative costs, Employees'
Retirement System (all administrative coata except
county share).

Penasions pald by the Employees! Retirement System, frem
government contributed funds, to territorial pensiomers.

Total territorial government cost payments.

2. Total county cost payments:

$ “3405’950 -

Minus 1,442,689 -

Minus 559,319 -

Minus 1,540,149 -

Plus 207,775 -

Plus 14,339,873 -

$ 55,411,441 -

County expenditurss as reported to territorial saudl-
tor, with minor adjustments (expenditurea of Maui
watarWworks Board added; Keual interest payments es-
timated from detail of county auditor's report for
1950 and 1951: adfustment for bond redemption by public
snterprisesa made),

Grents to tubsrculosis hospital from terrlitorial funds
(already classed in territorial auditor's report as
territorial cost payments),

Expenditures listed by countles as made from territo-
rial loan funds.

County contributions to the Employees'! Ratirement Sys-
tem for pensions (not including county sharcc of ad-
ministrative costs).

Pensions pald by the Employees' Retirement System from
povernment contributed funds, to county pensioners.

Territerial loan fund expenditures for county purposes,
as repcrted by the territorial auditor.

Adjustad cuunty govermment. cost payments.

A




3. Consolidated territorisl and county cost payments:

$132,169,881 - Total government cost payments in Hawail for 1952
(Territory and county) after adjustments,

Minus 120,294,967 - Total government cost payments in Hawaii for 1952
reported in auditor's consclidated statement.

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

B. Example of adjustments in government cost payments for speeific governmen-
tal funetions in 1952,

1, Countr ~ost payments for education:

$ 3,764,924 - Total county expenditures for education, as reported
to the territorisl auditor-—8,4% of total county cost
payments,

T g e

B

Pius 10,694,022 ~ Outlays from territorial loan funds for county achool
and ldbrary buildings.

g Minus 478,757 = Expenditures (partially) listed by countles as mde
from territorial loan funds,

Minus 93,960 -~ Contribution to Employees' Retirement Syatem for
county-paid school employees. (This was included in
this classification by the clty and county of Honolulu

; for the years 1951 and 1952, rasther. than in the "mls-

L callanecus" classification, where all other pensicn

] payments were included,)

¢ 13,886,229

Adjusted total county govermment cost payments for
education--25% of total county governmental cost ex-
penditures,

Thers was no a2djustment necessary in the reported total of territorial expen-~

divures for education of $21,745,315—28,3% of total territorial cost expendi-

i
]
1
]
[

tures.

2, M"Miscellangous™ cost paymenta:

a, By Territory

¢ 4,599,137 - Territoriel cost . ymerts for miscellaneous pur-
' poses as reported by territorial auditor in con-

solidated statement of expenditures--6.1% of total
territorial expenditures,
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Plus § 59,070 - Territorial govermment share of administrative
expenses of Employees' Retirement System,

‘Plus 810,353 ~ Territorial pensions paid by Eaployees' Retire-
: ment System,

$ 5,468,560 =~ Adjusted total territorial government cost pay-
ments for miscellansous purposes--7.1% of total
territorial cost expenditures.

$ 3,307,634 - Total county expenditures for miscellanecus pur-
_ posea, as repcorted to the territorial auditor—.
7.4% of total county government cost payments,

Plus 112,965 - Outlays from territorial loan funda for miscel-
lanecus county purposes,

Flus 207,775 - County pensions currently paid by the Employees'
Retirement System.

Minus 1,204,598 - County contributions to Employses' Retirement
System less countiea' share of adminiatrative
expenses,

$ 2,423,777 - Adjusted total county government cost payments
for miscellanecus purposes--4.4% of total county
governmental cost expenditures,
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