P e b o

STATE AID TO LOCAL GOVERNMENTS IN OKLAHOMA:
AN ECONOMIC EVALUATION OF AGGREGATE
STATE AID, SHARED TAXES, AND
GRANTS~IN-AID WITHIN THE
FRAMEWORK OF SELECTED
CRITERIA

7z Dean of the Graduate School

505232

i1

OKLAHOMA
STATE UNIVERSITY
LIBRARY

NOV 13 1962






STATE AID TO LOCAL GOVERNMENTS IN OKLAHOMA:
AN ECONOMIC EVALUATION OF AGGREGATE
STATE AID, SHARED TAXES, AND
GRANTS -IN-AID WITHIN THE
FRAMEWORK OF SELECTED

By
ROBERT LEE SANDMEYER

Bachelor of Arts
Fort Hays Kansas State College

Hays,
1956

Master of Science
Oklahoma State University
Stillwater, Oklahoma
1958

Submitted to the Faculty of the Graduate School of
the Oklahoma State University
in partial fulfillment of the requirements
for the degree of
DOCTOR OF PHILOSOPHY

August, 1962



PREFACE

Each year the State of Oklahoma disburses a large amount of revenue
to local governments in the form of state aid. Even though state aid is
of such importance, an economic study of this program has not been made.
This thesis is an attempt, upon the part of the author, to provide the
needed economic evaluation of state aid.

A complete study of the state aid program would require the combined
efforts of scholars from the fields of economics, political science, and
education. Therefore, it would be presumptuous on my part to claim that
this study represents all that needs to be done in this important area
of state and local finance. I hope the present study will stimulate
others to supplement this work.

I owe a debt of gratitude to Dr. John D. Garwood, Professor of
Economics at Fort Hays Kansas State College, who directed me toward
graduate work in economics. Without Dr. Garwood's encouragement, I
would not have gone beyond my undergraduate training.

I am indebted to Dr. Ansel M. Sharp, who directed this thesis.
Without his assistance, the present study would not have been possible.
I am also indebted to the other members of my committee: Drs.

Joseph Klos, Julian Bradsher, and Ora A. Hilton.

A special acknowledgment is due my wife, Loretta, and my three
daughters, Karen, Bridgit, and Barbara. I thank them for their willing-
ness to sacrifice so much and for being patient with me throughout the

years of graduate work.
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CHAPTER I
INTRODUCTION

The importance of an economic analysis of state aid to lecal
governments in Oklshoma arises because of the large amount of money
involved. The state disbursed $457,316,000 in fiscal 1960. In the
same year state aid amounted te $115,860,000.! In other words, of the
total expenditure by the state, in fiscal 1960, approximately 25 per-
cent was allocated to state aid for local governments.

State aid has increased from $22,242,000 in 1941 to $115,861,000
in 1960. This represents a 421 percent increasse in aid in less than
twenty years. However, if allowance is made for price level changes
state aid in constant dellars (1947-49 = 100) was $35,305,000 in 1941
and $91,229,000 in 1960. This represents an increase in aid, stated
in dollars of constant purchasing power, of 158 percent.

Even though state aid in Oklahoma is of such magnitude, there has
been no economic analysis made of the program. This study is an attempt
to undertake the needed analysis.

y.s. Department of cc-::c;, Bureau of The clll;l; Compendium
ﬂ%%ﬁ%_ﬂ (Washington: U.S. Government



The Hypothesis

State control over local finances is appreciable. The tax and
debt limitations placed upon local governments limit their ability
to finance an acceptable level of services.” In order to solve this
problem, one or more of three courses of action can be taken. The
decision may be made that if local governments cannot provide certain
services they should be financed and administered by the state.
Secondly, it may be decided that (n) units of local govermment should
be consolidated so that fewer units can provide the desired quamtity
of public services. Lastly, the state may extend financial aid to
local governments. Since state aid is of such magnitude in Oklahoma
it is assumed, for the purpose of the present study, that aid is a
desirable alternative to the assumption of local services by the state
and/or consolidation of local units of govermment., Even though re-
organization of governmental units may be desirable for economic reasons,
it is doubtful such reorganization is forthcoming in the near future.
Therefore, in the meantime, economists must work within the present
governmental framework.

The hypothesis of this study is that several criteria should be
satisfled if an efficient state aid program is to be established. These
criteria are: (1) state aid should be granted to local govermments on
the basis of need; (2) state aid should promote equalization of tax
effort and services within the state; (3) state aid should not favor

23ee Appendix A which discusses tax and debt limitations placed
upon local units of government by the state.



one segment of the population vis-a-vis another segment if both are
in equal circumstances; (4) state aid should promote neither f£iscal
irresponsibility nor inefficient levels of government.

State aid should be granted to local governments on the basis of need:

The dictionary defines the verb aid as"to help, to further,'™
If the state extends aid to local governments it should be because the
latter is in need of assistance.

In Oklahoma, as in other states, there is a feeling that a given
quantity and quality of particular public services are necessary for
the entire state. At the same time, not all of Oklahoma is endowed
with the same quantity and quality of resources, human and non-human.
Therefore, if an accepted minimum level of these services is to be
maintained throughout the state, local governments less able to provide
the accepted minimum will have to receive more aid than local units
with greater ability.

State aid should promote equalization of tax effort and services within
the state:

The second criterion is merely an extension of the first, The
eriterion of need implies both equalization of tax and service effort
should be promoted, Without state aid an econemically poor local
government would have to exert more tax effort to provide a given level
of services than its more wealthy neighbors.

ng Collegiate Dictionary, second edition, (Springfield,
&.30' 951 » p. 1 .



Let us assume that an individual living in Oklahoma is subject
to dealings with two fiscal systems: state and local.® Since there
are two fiscal systems, fiscal inequalities will be present among
subordinate units unless fiscal capacities are equal.’ Fiscal capac-
ities are nmot likely to be equivalent among local units of government
because of the leocation of economic resources. Therefore, there is
apt to be a difference in the number and standard of public services
pirovided and the tames levied on the owners of economic resources within
the various subordinate umits of government. Since there are differences
in the fiscal ability of local units, intergovernmental transfers may
be justified in order te place them in a position of equal fiscal
capacity.

If there ave two levels of government, each having power to tax,
the principle of equity becomes difficult to apply.® The assertion

“!hiu'mm:!thtdculsmmumwm
we are not concernad with equalization of tax and service efforts among
the states. We arve looking upon Oklahoma as a closed economy which has
no dealings with the federal government.

5 James M. Buchanan, "Federalism and Fiscal Equity,"

Hmﬁ,nﬂ”ﬁ). p. 583. Even though Buchanan applies his
lysia to fedeval system the method he uses is applicable to
Oklahoma because there are two separate fiscal systems within the state.
It is true that the a8 the power to assume the performance of

:
g

few minor exceptions, local govermments have been restricted to the use

"

)‘mn::a A. Musgrave, The Theory of Public Fimance (New York,
1959), p. 60.



can be made that the equity prineciple is not violated as long as the
control unit treats individuals in equal circumstances equally and each
of the local units does the same. If this viewpoint is adhered to then
interdistrict transfers are umnecessary to assure tax equity. Buchanan
questions this principle of equity.

The orthodox answer /Eo the question concerning equal treatment of
equa has been almost wholly in reference to the tax side alone, the
implication being that if tax burdens of similarly situated individuals
were identical, the equity criterion would be satisfied...The object of
comparison should be aggregate !}.ul pressure upon the individual or
family, not tax treatment alone.

The individual pays taxes and in veturn receives public services.
Therefore, both sides of the fiscal account must be considered before
the problem of equity can be properly discussed. If the individual's
tax is greater than the value of benefits received from government
services, there is a positive residuum or the individual pays a net
tax.’ On the other hand if the individual's tax is less than the value
of benefits from government services there is a negative residuum or the
individual receives a net benefit.) The fiscal structure is equitable

only if the fiscal residua of people in like circumstances are

"Buchanan, Americen Econonic Review, XL, p. 588.

aJm M. Buchanan, "The Pure of Government Finance,"

Journal of Political Economy, LVII (1949), p. 501.
9
hid,



equivalent.l0 Intergovernmental transfer of tax receipts is an attempt
on the part of the state government to promote fiscal equity. One
method of determining whether fiscal equity is being achieved is to
examine the degree of equalization of tax effort and services within
the state.

State aid should not favor one segment of the economy vis-a~vis aneother
gegment if both are in equal circumstances:

The most widely accepted principle of equity is that people who
are in equal circumstances should be treated equally.ll If the
principle of equal treatment of equals is not followed .1n the Oklahoma
state aid program optimum allocation of resources will be distorted.
For example, if small inefficient school districts are favored over
larger more efficient school districts the former will be maintained
at the expense of a more efficient allocation of resources.

State aid should neither promote fiscal irrespomsibility nor inefficient
levels of government:

State aid should not promote fiscal irresponsibility on the part
of local governments if the aid program is to help attain some degree
of equalization. For example, equalization is not accomplished when
local govermments utilize aid given them in order to reduce their
contribution.

10guchanan, American Economic Review, XL, p. 588.
n!husrw-. p. 160.



If taxpayers in more wealthy counties are required to contribute
toward financing services in less wealthy counties, they are entitled
to some assurance that their fumds are used to increase the level of
public services rather than decrease the recipient govermment's con-
tribution. If state aid promotes fiscal irrespensibility upom the part
of some recipient governments them the principle of equity that equals
in like circumstances should be treated equally is violated.

It is possible that state aid will provide the necessary margin
to keep imefficient levels of government functionring. The continuation
of imefficient governments is contrary teo an efficient allocation of
resources. Therefore, it may be mecessary for the state to stipulate
certain conditions regarding efficiency before local units can qualify
for aid.

Method

The study which follows examines state aid in Oklahoma within
the framework of the criteria set out above. The method of investigation
is empirical. Data are examined so as to determine, with some degree
of certainty, whether or not state aid measures up to the chosen criteria.
Per capita state aid received by the various counties is correlated with
several measurements in ovder to examine to what extent the criteria
have been satisfied. By using per capita state aid figures the differ-
encas in population between counties are accounted for.

With respect to the criterion that state aid should be distributed
to local governments on the basis of need, it is necessary to formulate



a measurement of need for each county. Per capita state aid is then
correlated with the measurement of need. If per capita state aid
increases as the measurement of need increases, and the correlatiom is
significant, it is assumed that state aid is allocated in accordance
with the need criterion. If per capita state aid decreases as the
measurement of need increases, and the correlation is significant, it
is assumed that state aid is not allocated in accordance with the need
eriterion.

One of the means of determining whether state aid brings about
equalization is to ascertain whether a larger share of aid is going
to poor counties vis-a-vis wealthy counties. If per capita state aid
increases as fiscal ability decreases, the aid program promotes equal-
ization. However, if per capita state aid increases as fiscal ability
increases, the aid program does not promote equalization. Another method
of examining the equalization criterion is to determine the extent to
which state aid promotes equalization of tax effort. Without aid poor
counties will have to make a greater effort to provide a given level of
services than their move wealthy neighbors. However, not all counties
will make the same tax effort, even with state aid comsidered, because
some will want to provide a quantity and/or quality of public services
above the minimum program supported by the state and will have to put
forth a greater tax effort to do so. State aid is given to local
governments in Oklahoma for two types of services: education and high-
ways. Therefore, it is necessary to determine whether state aid promotes
equalization in highway and education services.



In order to test the hypothesis that state aid should not promote
fiscal irresponsibility, per capita state aid is cerrelated with average
property tax rates and assessment ratios for each county. If the local
unit is going to be irresponsible as the result of state aid, it will
reduce the property tax rate, the assessment ratio or a combination of
both. '

Most of the data examined in the following pages are for the year
1957. The Bureau of the Census published voluminous data concerning the
financing of state and local govermments for this year. Since the state
aid program has mot changed to any great extent since 1957 it is assumed
that the time span of four years is not great enough to imvalidate the
conclusions of the following study.

Per capita figuves for 1957 are computed by dividing 1957 data by
1960 population figures. The reason for using this wethod is that the
only population estimates for 1957, which include the population of
counties, come from sources of questionable reliability. For example,
the Bureau of Business Research at the University of Oklahoms estimated
population of Adair County as being 13,928 for 1957.12 Sales Management
uagazine estimated population of the same coumty, for 1957, as being
12,200.1° Such discrepancies are evident for each county within the

state.

12pureau of Business Research Business Bulletin,
(Norman, 1957), Vol., XXIV, No. 8, ;.%Hn.

133g1es Management, May 10, 1958, p. 606,
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State aid is used in this study to refer to both grants-in-aid and
shared taxes. In Oklahoma shared tames are aid in every semse of the
word. The state does not merely act as a collection agent for local
governments. The local units of government receive portions of par-
ticular taxes based upon some criterion of need as determined by the

state,
Limitations

This study does not attempt to define or discuss quality of public
services., It may be concluded, in the following pages, that some equal-
ization of education services has been brought about because of state
aid. A statement such as this refers to quantitative not qualitative
factors. It is not that qualitative factors are non-important, however,
they are not within the scope of the present study.

There are times when historical data concerning state aid would
improve the exposition. However, detailed historical data, concerming
both state and all levels of local government, are not readily available.

An optimum level of state aid is not defined in the following
pages. It is assumed the political process expresses the desires of the
residents of the state and they have determined that the given level of
state aid expenditures is the most desirable.

Plan of Presentation

In Chapter II aggregate state aid is examined as a prelude to
analyzation of particular state aid programs. The reason for examining



the state ald progeam ag a whole ig to dotesmine whether or not it
waoures up o the ericeria outlined above. If it does mot ;8 euans
inatiom of partieular ald programs is in owder @0 gocertain whether
one part of the aid progzam measures up to the accepted ceriteria morve
than thae othev, B

~ Chapter IIT is devoted to chared tames and gmﬁts“ﬁ.;i@am.

Tachniques davc‘a aped in Chapter IX, to tost izm hypothesis of this
study, are useml to esaming shamd'tamé and gmm;a»in«#i@,

Chapter IV io %iwmaﬁ _t@‘ -3 swwm'y and to tho conelusions derived
from this mm‘ay Policy vecommendations are also prosented in

Shapter IV.



CHAPIER II
THE AGGREGATE STATE AID PROGRAM IN OKLAHOMA

it is the purpose of this chapter to teut the hypothesis that the
state ald program, as a vhole, does satisfy ceveral mwitexia. Am
invéstigation of the Oklahoma state pid progran, iﬁ iﬁm entivety, with
respoet to the sccepted criteria will provide the neéded backsround Sor
an cxanination of porticular state sid programs in subsequent chapbers.
| Agoregats state aid o exmndned in the prosent chapter fu yelation
o the following coriteria: (1) st@ta aid ohould be graomted to locel
governments ou ghe basis of needy (2) ostate ald should promote cquals
‘izaﬁiaﬂ,§£ tax effort and services within the states (3) state oid
manld.mmﬁ_ﬁavar one cegment of the populotion vis-pwvis another if
%éth are in equal civrcumstonces; (4) otate aid should prozote neither
fiscal drvesponsibility nor inefficlont levels of government.

It is cocumed, in the present study, that state qid is pronted
local governments becsuce thoy are in need of finoncisl essistance, The
- amount 5£ $t&te_aié xequirgd by loeal povermments varies beeauce they

arc mgtvaﬁ&@wa& with:géual ability to fiaance puﬁlieﬂsérvigeaQ Therefore,

: tha‘arébiam bocomes cne qf.égterminiﬂg a 1ﬁca1‘§@vetﬁment‘é need for
ptate aid. Two mescurcments of ﬁéeﬁ, population égnai#?ﬂaﬁﬁvfiaagi

ability, are developed in the present chapter. Then, it is postulated

iz



k i

lapger amount of oid per capita :

that a should go to move denscely populated
areas and counties with the least fiscal ability.

Ef siate aid is to sabisfy the secend critevion some eqmaiizatién
of tax effort and public service cupenditures ic to be eupected. In the
present chapter cach couty's tax offort index iz compared to the otate
avevage, The dispereion of the tax effort indices from the mvn”ag
indicates the extent to which equaligation of tax effort is sccomplished.
Ginee state ald is given to local govermments in Oklabows for two
services, cducation and highways, por capita educction and highwmy espens
diture indices for cach county are compaved with the average expenditure
on these sgrvices for the otate. The dispsrcion of the various education
and highway ewpenditure indices from the overage indicates the entent ¢o
yhich these two sided services ave cgualized throughout the ctata.

The population of the ctate is divided into two general classifi-

aid

gna.

cationg, urban and rural, in ovder to test the eriterion that state
should not favor one segment of the population vig-a-vis anothey, if
both are in equal cireumstances. The purpese of such ap investigation
iz to examing the possibility that, becouse of a rurally dominated
legielature, the state aid progron fovors rural counties over urban ones.
1g this is the cose, then state gid is distributed on the basls of
political vathor than economic criteria.

Fiscal frresponsibility on the locel level may be partially o resuvilt
of the state oid program. If state aid promotes fiscal irresponsibility
the second criterion shove will be thwarted. If a county reduces local
tanes as the pesult ¢f veceiving aid from the state, the other locel

unite will have to incyease their taw effort in ovder to support such
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action. This will lead to less equalization of tax effort. State aid
is often used as a means of increasing the quantity of a locally cone
trolled service. If the local unit of government reduces its
expenditure on the service as they receive aid, then the service will
not be provided for to the extent intended by the state. The result
is likely to be less rather than more equalization of public expend~
itures.

If a more optimum allocation of resources can be attained by
consolidating smaller more inefficient units of govermment the state
aid program should promote such consolidation, other things equal. If
inefficient governments are encouraged because of the state aid program,
an optimum allocation of resources will not be realized. The possibil-
ity that state aid promotes inefficient levels of government will be
examined below.

State Aid and The Criterion of Need

It is the purpose of this section to test the criterion that state
aid should be granted to local governments on the basis of need. The
criterion of need is the basic reason that aid is granted by a central
to a local unit of government. If each local unit of govermment were
endowed with the same quantity and quality of resources, human and non=-
human, it would be ummecessary to make intergovernmemtal transfers from the
central to the local unit of govermment. However, local governments
are not so endowed; hence, intergovermmental transfers are necessary if
specified public services are to be provided at an acceptable level.
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The wnderlying problem in testing this criterion is that of
deternining vhat constitutes need on the part of local governmente.
This study uses tws measurements of need, population demsity and fiscal

Population as & moasurement of need:

48 g £lrot approzimation it io aosumed that the layser the
population of o particulay azea the preater its need for public serviecs.
As poople move from the alveady oparscely populated zural arcas to the
more densely populated urban greas theve is a greater nced for public
services. The person Living on a form provides a nusber of sexvices
for himself which arve provided collectively in uveban communitics. For
exempls, the farmer doss not have five proteciion, garbage c@lleatiaﬁ,
water service, police protection, éte. to the extent provided in vities,.
As populstion becomes wmore concentrated in cities publie ssrvices will
have to be expanded,

Greater ald per capita should go to the move densely populated
areas 1f population is the measurement of need. Figure 1 presents ﬁh@ 
ralationahip between population density and pey capita etote aid. The
velationship between populstion demsity and per capita otate aid for
Oklchema and Tulsg counties 1o not included. These two countics have
population densities which ave so much greatey thon the remainder of
the state that by including then in the caleglation the relationship

between otate aid and population demeity would be unduly distorted.
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The correlation coefficient is =.7517.) The regression equation is

Y = 74,5 + (=) .85X., The greater population density a county has the
less per capita state aid it receives. State aid does not satisfy the
need criterion 1f population density is used as a basis of need.

Fiscal ability as a measurement of need:

The adjusted value of real property is used as the measure of
fiscal ability since a major part of the counties tax collections are
derived from the property tax. Personal property is excluded from the
measurement of fiscal ability because so much of it escapes taxation,

If the same proportion of personal property escaped taxation in each
county personal property could be included in the measure of fiscal
ability. However, some counties will assess more of its personal
property than others. '

It would be misleading to use assessed value of real property ‘
as the basis for determining fiscal ability because of the differing
assessment practices on the part of counties. A real estate ratio study,
completed in 1959 by the Oklahoma Tax Commission, is used to compute the
adjusted value of locally assessed real property. The assessment ratios

are presented in Table I.z

1I:! Oklahoma and Tulsa Counties are included in the calculation the
correlation coefficient is «.4677.

%The assessment ratio study was completed in 1959 vhereas the data

pertaining to assessed value of real property is for 1957. The assumption
is that assessment ratios did not vary extensively between 1957 and 1959.



TABLE I

OKLAHOMA TAX COMMISSION REAL ESTATE RATIO STUDY--

COMPLETED DECEMBER 10, 1959%

18

County Market : Total As 3 Total : Ratio:
Value _ : Value : Transactioms : 2 ¢ 1:

Adair $ _ 315,825 $ 68,535 110 21.70
Alfalfa 801,375 159,728 125 19.93
Atoka 433,230 80,880 146 18.67
Beaver 302.975 64,070 50 21,15
Beckham 1,150,155 242,716 221 - 21,10
Blaine 516,525 114,891 101 22.24
Bryan 1,112,358 200,513 267 18.03
Caddo 1,476,222 305,219 281 20.68
Canadian 2,185,190 431,833 276 19.76
Carter 2.1’3.‘” 395,1“ 357 18.40
Cherokee 921,037 202,420 277 21.98
Choctaw 868,683 172,795 227 19.89
Cleveland 5,647,350 1,112,370 615 19.70
Coal 186,835 52,067 61 27.87
Comanche 8,054,950 1,492,424 835 18.53
Cotton 557,659 87,588 97 15.71
Craig 1,172,800 230,624 208 19,66
Creek 1,915,820 402,275 328 21.00
Custer 1,466,398 314,344 259 21.44
Delaware 659,663 124,045 137 18.80
Dewey 251,035 53,959 67 21.49
Ellis 308,135 57,857 73 18.78
Garfield 6 ?11,025 1,357,298 751 20,22
Garvin 1,396,690 300,421 276 21.51
Grady 2,057,684 422,490 343 20.53
Grant 970,275 180,479 119 18.60
Greer 551,375 117,250 115 21.27
Harmon 564,743 85,173 72 15.08
Harper 231,843 39,525 58 17.05
Haskell 337,275 87,029 106 25.80
Hughes 893,682 214,450 245 24.00
Jackson 1,466,499 258,527 216 17.63
Jefferson 409,267 80,453 89 19.65
Johnston 559,367 109,076 142 19.50
Kay 6,082,100 1,016,095 723 16.71
Kingfisher 589,400 144,905 83 24.59
Kiowa 512.595 117,393 107 22,90
Latimer 355,823 80,860 104 22,72
Le Flore 719,219 128,945 209 17.93
Lincoln 876,950 171,097 225 19.51
Logan 1,091,600 247,641 182 22.69
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TABLE I--Continued

County Market $ MIW Total ¢ Ratio:
Value _ : Value i Transactions : 2 ¢ L:

Love $§ 195,020 47,877 65 24.55
McClain 509,337 88,973 90 17.47
MeCurtain 354,116 72,300 116 20.42
McIntosh 382,943 96,280 131 25.14
Ma jor 700,260 158,593 124 22.65
Macshsil 361,248 54,272 69 15.02
Mayes 1,179,670 177,720 231 15.07
Murray 651,200 133,032 134 20.43
Muskogee 5,987,798 1,515,548 711 25.31
Neble 1,282,300 311,983 179 24,33
Nowata 830,850 174,035 157 20.95
Okfuskee 584,916 121,455 158 20.76
Oklahoma 76,282,563 16,410,632 5692 21.51
Okmulgee 2,069,376 491,911 359 23.77
Osage 3,025,223 715,477 443 23.65
Ottawa 1,448,958 340,364 219 23.49
Pavmee 706,846 123,227 163 17.43
m ‘.”7.’” 1.0“’3?0 621 24,58
Pittsburg 1,543,099 314,805 335 20.40
Pentotoc 2,578,176 535,313 420 20.76
Pottawatomie 3,593,918 654,966 621 18.22
Pushmataha 224,285 44,150 61 19.68
Roger Mills 296,540 51,710 63 17.44
Rogers 1,724,820 404,215 312 23,44
Seminole 1,371,588 301,685 329 22.00
Sequoyah 412,540 68,291 116 16.55
Stephens 2,312,975 513,726 360 22,21
Texas 882,800 160,435 114 18.17
Tulsa 55,700,484 14,188,100 3768 25,47
Wagoner 1,280,577 202,059 194 15.78
Washington 7,958,725 1,957,502 784 24,60
Washita 1,139,211 174,945 149 15.36
Woods 1,060,715 182,102 164 17.17
Woodward 1,069,520 233,773 163 21.86

8gource:
Tax Commission.

Brhis includes urban and rural property.

Copy of the study sent to the author by the Oklahoma



Table II presents the computation of the adjusted value of real
property, by county, for Cklahoma. The net locally assessed value of
real property> is divided by the assessment ratio to derive the adjusted
value of locally assessed real property. To this total is added the
assessed value of public service property.? The total of assessed value
of pnhu.c service property and adjusted value of locally assessed real
property is multiplied by 35 percent because the law states that property
cannot be assessed at more than 35 percent of its fair cash value, The
total is divided by the population of each county; the result being per
capita adjusted value of real property. This figure represents the
fiscal ability as adjusted for population differences in each county.

The per capita adjusted value of real property is compared with
per capita state aid, by county. If per capita state aid increases
as fiscal ability increases the state aid program does not satisfy the
criterion of need. On the other hand, if per capita state aid increases
as fiscal ability decreases the state aid program does satisfy the
criterion of need,

SNet locally assessed value of real property is equal to total
locally assessed value of property minus assessed value of personal
property minus homestead exemptions.

Wlfmumdjmdmﬁucmmu
centrally assessed by the Oklahoma Tax Conmission.



TABLE II

ADJUSTED VALUE OF REAL PROPERTY, BY COUNTY, 1957
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Adair $ 1,891 21.70 $ 8,704 § 2,023 § 10,737 § 3,758
Alfalfa 14,007 19.93 72,575 3,391 75,966 26.583
Atoka 2,125 18.67 11,368 2,783 14,151 4,953
Beaver 8,136 21.15 37,831 9,463 47,29 16,553
Beckham 8,814 21.10 41,776 4,870 46,644 16,325
Blaine 9,671 22.24 43,564 2,644 46,208 16,172
Bryan 6,332 18.03 35,178 5,030 40,208 14,073
Caddo 11,842 20.68 57,207 10,244 67,451 23,608
Canadian 14,643 19.76 73,957 16,226 90,183 31,564
Carter 13,001 18.40 70,660 8,975 79,635 27,872
Chexrokee 3,556 21.98 16,165 457 16,622 5,818
Choctaw 3,125 19.89 15,626 2,458 18,084 6,330
Cimarron 7,062 19.41 36,300 3,823 40,123 lﬁ 043
Cleveland 14,108 19.70 71,614 6,405 78,019 27.307
Coal 2,432 27.87 8,715 956 9,671 3,385
Commanche 13.956 18.53 102,454 5,906 108,360 37,926
Cotton 3,767 15.71 23,999 1,336 25,335 8,867
Craig 6,208 19.66 31,510 4,935 36,445 12,756
Creek 9,079 21.00 43,232 16,685 59,917 20,971
Custer 10.231 21.44 47.904 4.“2 ,2.1‘6 18.253
Delaware 4,237 18.80 22,536 1,130 23,666 8,283
Dewey 4,619 21.49 21,483 1,041 22,524 7,883
Ellis 5,418 18.78 28,820 2,449 31,268 10,944
Garfield 36,712 20.22 181,743 10,959 192,702 67,446
Garvin 10,796 21.51 50,214 10,639 60,853 21,299
Grady 13,484 20,53 65,777 9,493 75,270 26,345
Grant 13,469 18,60 72,416 3,784 76,200 36 670
Greer 4,750 21.27 22,404 1,073 23,477 8,217
Harmon 3,356 15.08 22,223 937 23,160 8,106
Harper 4,224 17.05 24,702 2,688 27,390 9,587
Haskell 2,661 25.80 10,316 1,177 11,493 4,023
Hughes 4,721 24.00 19,670 5,900 25,570 8,950
Jackson 9,861 17.63 56,027 3,806 59,833 20,941
Jefferson 4,645 19.65 23,578 3,092 26,670 9,334
Johnston 2,486 19.50 12,747 1,928 14,675 5,136
Kay 26,591 16,71 150,228 13.377 172,605 60,412
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9,856 22.%0 43,039 3,932 46,971 16,440
1,894 22.72 8.343 1,811 10,154 3,554
3,939 17.93 22,005 6,700 28,705 10,047

4,969 19.51 25,483 12,051 37,534 13,137
9,431 22.69 41,547 7,707 49,254 17,239
2,331 24.55 9,477 2,164 11,641 4,074
4,531 17.47 25,893 4,865 30,758 10,765
6,270 20.42 30,737 1,904 32,641 11,424
3,603 25.14 14,354 2,293 16,647 5,827
7,094 22,65 31,252 2,159 33,411 11,694
1 2,009 15.02 13,39 1,562 14,956 5,235
Mayes 4,734 15.07 31,354 4,168 35,522 12,433
3,471 20.43 17,015 6,416 23,431 8,201
Muskogee 23,633 25.31 93,411 17,540 110,951 38,833
Noble 9,336 24.33 38,419 5,357 43,776 15,322
Nowata 4,962 20.95 23,628 3,069 26,697 9,344
Okfuskee 3,206 20.76 15,414 7,162 22,576 7,902
Oklahoma 229,598 21.51 1,066,503 56,056 1,122,559 392,896
Okmulgee 10,663 23.77 44,802 7,485 52,287 18,300
17,634 23.65 74 404 17,096 91,500 32,025
Ottawa 10,815 23.49 46,020 5,930 51,950 18,182
Paumee 3,630 17.43 20,864 4,490 25,354 8,874
Payne
Pittsburg
Pontotoc
Pottawatomie
Pushmataha
Roger Mills
Rogers

Yl

15,424 24.58 62,701 8,642 71,343 24,970
8,311 20.40 40,741 7,451 48,192 16,867
9,422 20.76 45,296 6,244 51,540 18,039
10,862 18.22 59,679 10,443 70,122 24,543
3.625 19.68 18,401 1,930 20,331 7,116
3,754 17.44 21,576 1,065 22,641 7,924
7.338 23.44 31,357 6,007 37,364 13,077
Seminole 5,824 22,00 26,471 7,317 33,788 11,825
Sequoyah 2,376 16.55 14,314 3,759 18,073 6,325
Stephens 13,866 22,21 :z.m 7,612 70,071 24,525
Texas 13,866 18.17 6,188 16,826 93,004 32,535
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$ 10,955 21.51 $ 50,952 $ 2,309 $ 53,261 § 18,641

24,892 25.47 960,362 54,49 1,014,856 355,200
12

22,978 24.60 93,406 7,331 100,737 35,258

9,165 15.36 59,515 2,561 62,076 21,727
9,232 17.17 53,674 6,026 59,700
a3 &L .00 W, 100 én_m M”

Tillman

Tulsa

Wagoner 4,850 15.78 30,693 3,883 34,576
Washita

Woods

ke

assessed value of personal property mimus homestead exemptions.

bsource: Study completed by the Oklahoma Tax Commission en
Dacember 10, 1959.

®Source: Oklahoma Tax Commission, Thirteenth Biennial Report of
The Oklahoma Tax Commission, 1956-58.

dThe value in column 5 is multiplied by .35 because property is to
be assessed at 35 per cent of true value,



Table III illustrates the relation between per capita state aid
and fiscal ability as measured by per capita adjusted value of real
property. There is a positive correlation between fiscal ability and
per capita state aid. The correlation coefficient is +.3934. Counties
with greater fiscal ability receive relatively more state aid per
capita. Therefore, the state aid program does not satisfy the criterion
of need. On the basis of the foregoing evidemce the conclusion is that
the state aid program, in Oklahoma, does not satisfy the criterion of
need when the latter is measured by pepulation density and fiscal
ability.

State Aid and Equalization

One of the justifications for state aid is that it brings sbout a
degree of equalization between wealthy and less wealthy local areas.
The need for equalization results from the fact that some areas are en~
dowed with a larger quantity and greater quality of resources, both
buman and non~humen. In an effort to counteract this distribution of
resources a state may try to equalize: (1) specific or gemeral tax
effort, (2) quantity and quality of given public services, or (3) beth
tax effort and service offerings.’ The purpose of this section is to
ascertain whether the aggregate state aid program in Oklshoma brings
about equalization of tax effort and service o!furingl.‘

Spaul H. Wueller, "Some Aspects of The Problem of Equalization,"
i GARey, T, Tl i

brhe state may try to equalize tax effort, quantity and quality of
certain public services or both. It is not within the scope of this
study to ascertain whether or not the quality of public services has
been equalized.
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State aid and tax effort:

If equalization is accomplished by the state aid program some
equalization of tax effort is to be expected. The computation of the
tax effort index, for each of the counties in Oklahoma, is presented
in Table IV. The per capita adjusted value of real property is the
basis for the computation of an index of fiscal ability.’ The average
per capita adjusted value of real property is the base. The indices
for each county are determined by dividing the per capita adjusted
value of real property by the state average.

The index of fiscal ability is one component of the tax effort
index. The other component is the tax index. The first step in deter-
mining the tax index for each county is to add the tax collections and
net utility ram.s Net utility revenue is included as a component
of the tax index because many municipalities in Oklahoma use utility
charges in lieu of (and in some cases in addition to) property taxes.
The average per capita tax collections plus utility revemue for the
state are used as the base. Per capita tax collections plus net utility

71t is often said that per capita income should be used as the
basis for determining the fiscal ability of a particular level of

government since all taxes are eventually paid out of income. However,
all taxes are not paid out of the incomes of residents of a particular
county. A person earning income in Oklahoma County could very easily
live, own property and pay taxes in Cleveland County. In this case, if
per capita income is used as the basis for measuring fiscal ability it
would be over-stated in Oklahoma County and under-stated in Cleveland

County.

‘lht utility revenue equals gross utility revenue minus utility
expenditure.
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TABLE 1V
THE TAX EFFORT INDEX, BY COUNTY, 1957

tPer Capita: $ Tax ¢ Per Capita : 3
: Adjusted :Index of:Collections: Tax 3 ¢ Tax
County : Value of : Fiscal : Plus Net : Collection : Tax :Effort

t Real :Ability : Utility : Plus Net :Index:Index

: Propertyd : Revenueb : Utility : 5e2

: : =cmw_gm : :
Adair 286,59 .341 418 31.85. 677 1.985(1)%
Alfalfa 3,148.37 3.746 779 92.24 1.960 .523(74)
Atoka 478.43  .569 332 32,07 681 1.196(25)
Beaver 2,376.57 2.827 745 106.96 2.273 .B04(55)
Beckham 918.07 1.092 1,151 64.72 1,375 1.259(18)
Blaine 1,339.11 1.583 756 62.59 1.330 .840(50)
Caddo 824.84 981 1,190 41.57 .883 .900(48)
Canadian 1,276.50 1.518 1,255 50.75  1.078 .710(64)
Carter 713.86  .849 948 24.28 516 .607(68)
Choctaw 404.78 481 453 28.96 615 1.278(14)
Cimarron 3,123.46 3.716 443 98.53 2.094 .563(71)
Cleveland 573.67 .682 1,691 35.52 +755 1.107(35)
Comanche 417.67 497 2,487 27.38 .582 1.171(28)
Cotton 1,104,13 1.313 422 52.54  1.118 .851(49)
Gl'lls 782.41 «930 =434 «26.62¢ «.565 -.607 (77)
Creek 517.86 .616 1,631 40.27 .850 1.389¢9)
Custer 867.77 1.032 585 27.80 +590 .571(70)
Delaware 627.61 .746 356 26,97 573 .768(58)
Ellis 2,005.49 2.386 375 68.71 1.460 .611(67)
Garfield 1,273.15 1.514 3,731 70.42 1,497 .988(41)
Garvin 752.89 .895 1,495 52.84 1.123 1.254(20)
Grady 890.31 1.059 733 24.77 526 .496(76)
Grant 3,276 .40 3.898 745 91.52 1.945 .498(75)
Greer 925.64 1,101 446 50.24 1.068 JW(&Z’
Harmon 1,385.11 1.648 245 41.86 889 .539(72)
Harper 1,609.55 1.915 a7 64.97 1.381 .721(62)
Haskell 441.02 .524 162 17.76 377 .719(63)
Hughes 590.96 .703 742 48.99 1.041 1.480(6)
Jackson 704.24  .837 1,100 36.99 786 .939(46)
Jefferson 1,139.44 1.355 491 59.93 1.274 .940(45)
Johnston 603.05 .718 203 26.18 556 J774(57)
Kay 1,183.57 1.408 3,290 91.27 1.940 1.377(10)
Kingfisher 1,983.70 2.360 784 80.77 1.717 .727(60)




TABLE IV-~Contimued

:Per Capita: Tax Per Capita:
1 Adjusted :Index of:Collections: Tax H Tax
County : Value of : Fiscal : Plus Net : Collections: Tax :Effort
Real :Ability : Utility : Plus Net :Index:Index
:Property® Revenue® : Utility 1 5e2
10UB AL : :
Kiowa $1,108.91 1.319 698 § 52.07 1.106 .838(51)
Latimer 459.27 546 211 29.07 617 1.130(34)
LeFlore 345.17 410 828 31.78 +675 1.646(3)
Lincoln 699.39 .832 812 48.66 1.034 1.242(21)
Logan 923.74 1.099 934 55.56 1.181 1.074(36)
McClain 844,99 1.005 739 59.65 1.268 1.261(17)
McCurtain 441.93 .525 7464 30.09 639 1.217(22)
McIntosh 470.99 .560 311 27 .48 +584 1.042(37)
Ma jor 1,497.67 1.782 399 51.74 1.099 .616(66)
Marshall 720.73  .857 254 38.55 819 .955(44)
Mayes 619.37 .737 696 44,08 +937 1.271(15)
Murray 772,05 .918 457 49.23 1.046 1.139(33)
Muskogee 627.69 .746 2,351 40,65 864 1,158(30)
Nowata 861.37 1.024 477 50.23 1.067 1.041(38)
Okfuskee 675.01 .803 486 45.27 962 1.198(24)
Oklahoma 893.94 1.063 24,438 45.07 958 .901(47)
Okmulgee 495.33 .589 1,372 43 .47 - +924 1.568(4)
Osage 987.17 1.174 1,475 56.99 1.211 1.031(39)
Ottawa 642.46 .764 1,047 52.04 1.106 1.447(7)
Pawnee 815.29 .970 500 52.46 1.115 1.149(31)
Payne 564,53 .671 1,619 45.69 J971 1.447(8)
Pittsburg 490.89 .584 970 32,15 +683 1.169(29)
Pontotoc 642,20 .764 1,141 46.10 - +980 1.282(13)
Pottawatomie 591.59 .703 1,468 41.82 .889 1.264(16)
Pushmataha 782.98 931 457 51.38 1.092 1.172(27)
Rogers 634.39 .754 691 44 .48 946 1.254(19)
Seminole 421,34 .501 1,200 43,18 917 1.830(2)
Texas 2,298.74 2.735 1,283 90.59 1.925 .703(65)
Tillman 1,272.10 1.513 786 53.63 1.140 .753(59)
Tulsa 1,026,47 1.221 19,289 55.74 1.184 .969(43)
Wagoner 772.14 918 489 31.20 663 .722(61)
Washington 832,59 .990 2,618 61.82 1.314 1.327(11)
Washita 1,198.97 1.426 638 35.20 748 ,524(73
Woods 1,751.16 2.083 976 81.79 1.738 .834(52
) w Q.”




29

TABLE IV--Continued

%Source: The adjusted value of real property, Table II, divided by
the 1960 population.

bSou:cn U. 8. Department of Commerce, Bureau of the Census,

mﬁm: 1957 (Washington: U. 8. Government Printing
Office), Vol. VI, Government in Oklahoma, pp. 17-22, The net contri-

bution of utilities was added to the total local tax collections to
get the figures in this column.

“The net contribution of utilities are negative, i.e. the expenses
of utilities are larger than the income, and this negative figure is
larger than the total local tax collections.

“The numbers in parenthesis gives the rank of each county with
respect to the "tax effort index."
revenues for each county are divided by the state average. The result
is the tax index.

In order to determine an index of tax effort for a county the tax
index is divided by the index of fiscal ability., The tax effort index
is recorded in the last column of Table IV. The number in parenthesis
denotes the rank of a county with respect to the tax effort index.

Pigure 2 illustrates the relation of each county's tax effort index
wi.thrupccttothastaumrm.’ The shaded area to the right of the
base line of 1.0 shows how much greater a county's tax effort index is
than the average. The none-shaded area to the ieft of the base line of
1.0 11llustrates how much the county's tax effort is below the average.
The dispersion around the base line exemplifies the degree of equaliza~-
tion of tax effort. The greater the equalization the less dispersion

and conversely the less equalization the greater the dispersiom.

9!hm are only seventy-six counties recorded in Figure 2 because
Craig County has a negative tax effort index which would be difficult
to show on this diagram.
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Fig. 2.--Tax Effort Index, By County, 1957

1€



32

The dispersion of the tax effort index from the base line may be
quantified., The coefficient of mutionm measures the dispersion
quite nicely and mskes comperisons of diffevent dispersions possible.'l
The coefficient of variation for the tax effort index is equal to 36
per cent.

If the coefficient of variation for tax effort is greater than the
coefficient of variation for fiscal agbility it may be concluded that
equalization has not taken place, On the other hand, if the coefficient
of variation for tax effort is less than the coefficient of variation
for fiscal ability it may be concluded some equalization has occurred.

The arithmetic mean for the index of fiscal ability is equal to ome.
The standard deviation is .42, Therefore, the coefficient of variation
1s 423,12

It is evident, from the above discussion, that there is a greater

degree of inequality in fiscal ability than in tax effort, Therefore,

msmca the standard deviation is stated in different measurements,

e.g. dollars, indices, etec., it is not possible to make comparisons of
dispersion on the basis of this measure. The coefficient of variation
is stated in the form of percentage and not in terms of original data.
It is especially useful in making comparisons between distributions
which have different means and different standard deviatioms.

u‘rlu formula for the coefficient of variation is as follows:
V=g . 100.
x
It is necessary to compute the standard deviations and the arithmetic
mean before the coefficient of variation can be determined. The mean
index of tax effort equals one and the standard deviation is equal to
lx.

125ince the means of the indices of tax effort and fiseal ability
are the same it would be correct to compare their standard deviationms.
However, since the means of other variations presented below are not
the same it was decided to adhere to a standard form of comparing
dispersion.
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the conclusion is that state aid has promoted some equalization of tax
effort. Without state aid the less wealthy counties would have to

make & greater effort to provide the present level of public services;
therefore, the deviation of tax effort, from the state average, would be
greater than is demonstrated in Figure 2,

State aid and the equalization of education and highway expenditures:

The benefits from education and highways accrue to the state, as
a whole, as well as to the individual county. Likewise, if these serv-
ices are not provided in sufficient quantities by local governments,
the entire state will suffer. Since all counties are not equally cap-
able of providing acceptable amounts of education and highway services,
an alternative is for the state to assist in their financing,

It is the purpose of this section to examine the extent to which
equalization of education and highway services has been brought about
by state aid., A comparison between the equalization of education
expenditures and highway expenditures is also made.

The computation of per capita education and highway expenditure
indices is presented in Table V. In this way each county's education
and highway expenditure may be compared to the average for the state.
Each county is ranked in relation to the size of its respective index.
The information contained in Table V is presented graphically in
Figures 3 and 4, Visual examination of Figures 3 and 4 points out that
there tends to be more equalization of education expenditures than high-
way expenditures. The differences in variation between per capita
education expenditures and per capita highway expenditures becomes more
apparent when the dissimilarity in their coefficients of variation are



TABLE V

PER CAPITA EDUCATION AND HIGHWAY EXPENDITURE INDICES,
BY COUNTY, AND COUNTY RANK, 19572

5

et &% o8 S5 S8 W 0 8 % B4 e

Population

(1960)®

s g 2% BT S8 #4 B8 BF A4 A8 ae

ll.ll‘it!t;c
Per Capita
Education

Expenditure

a8 &% =8 8 % =5 45 a8 8 e

Highway
Expendi

(X

ture®

Per Capita

Highway

Per Capita
Education
Expenditure

(48 45 24 A% B8 85 8

Index
L Rank ..

Total
Adair
Alfalfa
Atoka
Beaver
Beckham
Blaine
Bryan
Caddo
Canadian
Carter
Cherokee
Choctaw
Cimarron
Cleveland
Coal
Conmanche
Cotton
Craig
Creek
Custer
Delaware
Dewey
Ellis
Garfield
Garvin
Grady
Grant
Greer
Harmon
Harper
Haskell

2,328,284 $150,660 $ 64.70 $39,612 $17.01
13,112 991 75.57 234 17.84
8,445 980 116.04 328 38.83
10,352 669 64.62 310 29.9%
6,965 352 79.25 512 73.19
17,782 1,296 72.88 431 24.23
12,077 1,157 95.80 316 26.16
24,252 1,376 56.73 454 18.72
28,621 1,941 67.81 592 20.68
24,727 1,506 60.90 486 19.65
39,044 2,441 62.51 1297 33.21
17,762 1,200 67.55 335 18.86
15,637 957 61.20 290 18.54
4,496 755 167.92 369 82.07
47,600 1,791 37.62 610 12.81
5,546 361 65.09 178 32.09
90,803 5,262 57.9% 765 8.42
8,031 662 82.43 277 34.49
16,303 817 50.11 337 20.67
40,495 2,336 57.68 610 15.06
21,040 1,409 66.96 522 24.80
13,198 899 68.11 274 20.76
6,051 532 @87.91 315 52.05
3,457 409 74.9% 391 71.65
52,975 2,734 51.60 749 14.13
28,290 1,844 65.18 865 30.57
29,590 1,750 59.14 668 22.57
8,140 694 85.25 428 52.57
8,877 633 71.30 268 30.19
5,852 447 76.38 201 34.34
3,956 364 61.11 264 44.32
9,121 767 84.09 226 24.77

1.000 .. 1.000 .,
1.168 19 1.048 58
1.793 3 2.282 10
+998 46 1.760 25
1.224 14 4,302 2
1.126 22 1.424 37
1.480 6 1.537 30
.876 67 1.100 55
1.048 35 1.215 46
.941 58 1.155 52
+966 53 1.952 17
1.044 36 1.108 54
.945 55 1.089 56
2,595 14.82% 1
581 77 .753 70
1.006 43 1.886 18
895 63 .495 76

1.274 13 2.027 15
774 73 1.215 47
.891 64 .885 64

1.034 38 1.457 34

1.052 33 1.220 45

1.358 8 3.059 7

1.158 20 4.212 3
797 72 .830 67

1.007 42 1.797 21
«914 60 1.326 40

1.317 10 3.090 6

1.102 26 1.774 22
1.180 17 2.018 16
.944 57 2.605 8
1.299 12 1.456 35
1.104 25 1.335 39
.622 76 .830 68
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H $ H 3 H H
Johnston 8,517 § 552 § 64.81 264 $30.99 1.001 45 1.821 20
Kay 51,042 3,483 68.23 1091 21.37 1.054 31 1.256 42
Kingfisher 10,635 807 75.88 375 35.26 1.172 18 2.072 13
Kiowa 14,825 986 66.50 559 37.70 1.027 39 2.216 12
Latimer 7,738 453 58.54 163 21.06 .904 62 1.238 43
LeFlore 29,106 1,888 64.86 586 20.13 1.002 44 1.183 51
Lincoln 18,783 1,401 74.58 729 38.81 1.152 21 2.281 11
Logan 18,662 1,040 55.72 390 20.89 .861 68 1.228 44
Love 5,862 454 77.44 177 30.19 1.196 16 1.774 23
MeClain 12,740 903 70.87 283 22.21 1.095 27 1.305 41
McCurtain 25,851 1,85 71.71 472 18.25 1.108 24 1.072 57
MeIntosh 12,371 679 54.88 282 22.79 .848 69 1.339 38
Major 7,808 536 68.64 310 39,70 1.060 29 2.333 9
Marshall 7,263 413 56.86 212 29.18 .878 66 1.715 26
Mayes 20,073 1,370 68.25 256 12.75 1.054 32 .749 71
Murray 10,622 661 62.22 159 14.96 .961 52 .879 65
Muskogee 61,866 4,064 65.69 654 10.57 1.015 40 .621 74
Noble 10,376 913 87.99 360 34.69 1.359 7 2.039 14
Nowata 10,848 739 68.12 308 28.39 1.052 34 1.669 27
Okfuskee 11,706 992 84.74 297 25.37 1.309 11 1.491 33
Oklahoma 439,506 27,368 62.26 2651 6.03 .962 51 .,354 77
Okmulgee 36,945 1,952 52.83 401 10.85 .816 70 .637 713
Osage 32,441 2,052 63.25 840 25.89 .977 50 1.522 31
Ottawa 28,301 1,963 69.36 410 14.48 1.072 28 .851 66
Pavnee 10,884 702 64.49 286 26.27 .996 47 1.544 29
Payne 44,231 1,976 44.67 606 13.70 .690 75 .80S 69
Pittsburg 34,360 1,965 57.18 588 17.11 .883 65 1.005 61
Pontotoc 28,089 1,718 61.16 499 17.76 .945 56 1.044 59
Pottavatomie 41,486 2,155 51.94% 723 17.42 .802 71 1.024 60
Pushmataha 9,088 793 87.25 240 26.40 1.348 9 1.552 28
Roger Mills 5,090 328 64.44 328 64.44 .995 48 3.788 4
Rogers 20,614 1,410 68.40 311 15.08 1.057 30 .386 63
Seminole 28,066 1,842 65.63 572 20.38 1.014 41 1.198 48
Sequoyah 18,001 1,404 77.99 292 16.22 1.205 15 .953 62
Stephens 37,990 2,332 61.38 770 20.26 .948 54 1.191 49
Texas 14,192 1,625 114.74 808 57.05 1.773 4 3.353 5
Tillman 14,654 1,091 130.33 379 25.86 2.014 2 1.520 32
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TABLE V--Continued
: : : : : : :
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| 48 28: 8 5 E‘ 58 3 E£ s .3.
: 'j'f. t 2881 3% L&2E 203 :
> : ,_,,'3‘ : 8 : 5 : : 5 t Vo5t
: ' .14 : 3 : : :
IR kR 11310
i : : : i : i3 :
Wagoner $ 15,673 § 928 §$ 59.21 § 303 $19.33 .915 59 1.136 53
Washington 42,347 2,709 63.97 437 10,31 .988 49 .606 75
Washita 18,121 1,072 59.15 365 20.14 .914 61 1.184 50
lioods 11,932 805 67.46 375 31.42 1.042 37 1.847 19

Moodward 13,902 697 50.13 339 26.38 .774 74 1.433 36

aThe data in this table includes total expenditure of all local
governments, counties, cities, towms, and school districts om education

and highways.

bgource: U. 5. Department of Commerce, Bureau of the Census,
of Population: 1960 (Washington: U. S. Government Printing Office).

CSource: U, S. Department of Commerce, Buresu of the Census,

of Covermment: 1957 (Washingtom: U. S. Government Printing Office),
Vol. VI, Government in Oklahoma, pp. 17-22.

examined. The standard deviation for per capita education expenditure
is $19.00. The average per capita education expenditure is $64.20. The
standard deviation for per capita highway expenditure is $13.90. The
average per capita highway expenditure is $17.01. The coefficient of
variation for per capita education expenditure is 29.3 perxcent, whereas
the coefficient of variation for per capita highway expenditure is 81.7
percent. The inference is that there is considerably more equalization
between counties for education expenditure thanm for highway expenditure.

Such a pattern, however, normally would be expected from the state aid
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Fig. 3.--Per Capita Education Expenditure Indices, By County, 1957
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program as set up in Oklahoma. The statutes provide for a minimum
program in education and aid is based upon the difference between the
minimm program and minimum program income. On the other hand, highway
aid to local governments depends upon sharved revenues and the distribu-
tion of these revenues does mot brimg about as much equalization as
school aid.

State Aid Should Not Favor One Segment of The Population,

Vis-a=Vis Another If Both Are In Equal Circumstances

It is possible, because of a rurally dominated legislature, that
the state aid program favors rural counties over urban counties., If
this is the case in Oklahoma, then political factors outweigh economic
factors in distributing state aid. It is the purpose of this section
to determine vhether one group of the population, rural or urban, is
favored by the state aid program more than the other.

Oklshoma has been experiencing a decline in rural population and
an increase in urban population™ since 1890, In that year 3.7 percent
of the total population lived in urban commmities the vemaining
96.3 percent lived in rural areas. In 1960 61 percent of the population
lived in urban communities while the remaining 39 percent resided in
rural areas. This information is presented in tabular form in Table VI
and graphically in Figure 5. The decline in rural population and
increase in urban population have been most rapid since 1940. Neverthe-
less, Oklahoma is still basically a rural state. In twenty-eight of the
seventy-seven mtm‘ urban population is 50 percent or more of the

13The Bureau of the Census defines urban areas as those having
2,500 or more residents.



TABLE VI
POPULATION OF THE STATE, URBAN AND RURAL: 1890 to 1960

2 : Increase Over : : Increase Over : : Increase Over : s
: : Previous Census: : : : : :

Year :Population: : :Population: 1 sPopulition : : sUrban : Rural
g 2 Jhuber :Percent: i Numbex :Percent S ... Nusber :Percent: i

1960 2,328,284 94,933 4.3 1,419,793 312,541 28.2 908,491 217,608 =-19.3 61.0  39.0
1950 2,233,351 -103,083 4.4 1,107,252 227,589 25.9 1,126,009 ~330,672 =22.7 49.6  50.4
1940 2,336,434 =50,606 <«2.5 879,663 57,982 7.1 1,456,771 117,588 <7.5 37.6 62.4
1930 2,396,000 367,757 18.1 821,681 283,664 52.7 1,574,359 84,093 5.6 34.3  65.7
1920 2,028,283 371,128 22.4 538,017 219,042 68.7 1,490,266 152,086 11.4 26.5  73.5
1910 1,657,155 866,764 109.7 318,975 260,558 446.0 1,338,180 606,206 82.8 19.2  80.8
1900 790,391 531,734 205.6 58,417 48,933 516.0 731,974 482,201 193.8 7.4  92.6
1890 258,657 9,484 249,173 3.7  96.3

8source: U. S. Department of Commerce, Bureau of The Cemsus, Census of Population: 1960.
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total population. In four counties urban population is 75 percent or
more of the total population. In eighteen of the counties zero percents
age of the population is classified as urban. Although the Bureau of
Census classifies an area as urban if it has 2,500 or more inhabitants,
many of the smaller towns consider themselves as rural areas and their
people are sympathetic teo rural problems vis-a-vis mmicipal problems.
Table VII illustrates the percentage change im urban and rural
population between 1950 and 1960. Only six counties recorded an increase
in rural population, 8ince urban areas are showing an increase in popu~
lation the need for public services is increasing. However, with tax
limitations placed upon municipalities, by the state, it is difficult
Mchuum“thmddmrmtommml.m A
possible solution to this problem is for the state to increase aid to
municipalities and decrease aid to rural areas as population shifts
from the former to the latter. However, when the percentage of the
population of a county which is urban is correlated to per capita state
aid, it is found that counties with the least percentage of its total
population being urban receives the greatest smount of state aid per
capita. Table VIII depicts the relatiomship between per capita state
aid and the percentage of a county's total population which is urban.
The correlation coefficient is equal to «.742. The correlation coef-
ficient is significant enough to conclude that state aid in Oklahoma

favors rural areas over urban areas.

l4gee Appendix B which discusses the tax limitations placed upon
municipalities by the state.
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TABLE VII

PERCENTAGE CHANGE IN URBAN AND RURAL
POPULATION 1950 TO 1960, BY COUNTY®

e COUNTY

Adair

A}fal!a aee 4.7
Atoka 8.4 ~35.6
Beaver “ee «6,0
Beckham ~1.9 35.2
lhﬁlﬂ 0.1 -25 .2
Bryan ~0.7 =25.3
Caddo 1.9 =22.3
Canadian 30.0 «28.8
Carter 12.8 =0.2
Cherokee _ 22.9 «16.3
Choctaw 5.1 =35.2
Cm e =2.0
Cleveland 36..6 “25,9
Cnll see "31.2
Comanche 78.2 41.4
Cotton 3.0 "30.0
Craig 9.2 «19.4
cr“k ‘106 .1107
Custer 274 =30.8
Delaware sue ‘10.‘
my see -31.2
Ellis ves «25.5
Garfield 7.9 ~16.0
w 374 «25.1
Grady 6.2 -22.6
Grant ese «22.2
Greer =745 =34.1
Harmon 2.7 ~43.0
Harper see «0.4
lhlhll s .3195
W 7.8 =34.8
Jackson 118.0 =17.7
Jlﬂmm ses .26.3
Jmm aes =19.7
m vl 1303 '“01
Kingfisher 2.9 =224
m .‘06 “‘28._4
ht‘m see -20.1
wlm -2 l7 ""20‘8
Lincoln 7.3 ~16.1
Logan 6o «24.0



. COUNTY

McClain

MeCurtain

McIntosh

or

Marshall

Mayes 44,5 ~10.9
m‘y 109 "'7 08
m‘m 2.1 «15.8
Noble 1.4 «26 4
Nowata 5.0 "23 08
Okfuskee =17.9 34.3
Oklahoma 51.3 «68.3
M’m "14.5 20-9
mm 25.8 "14;3
Ottawa -2.1 -21.8
m .uto "'22.2
Payne 2.3 =20.4
Hmm "206 =26 -8
Pontotoc -10.3 7.6
Pottawatomie 17.5 «29.4
Pushmataha ses 4.3
m lﬂlh sew -31.2
m’ 2008 '*0¢4
Seminole «18.3 «45.0
Sequoyah 16.2 «13.3
st‘m :s I“ -9 . 1
Texas 22.3 -11.8
Tillman 7.5 «27.7
Tulsa 48.5 «13.8
Wagoner 1.7 =9.2
Washington 46 .6 6,0
Washita 22.9 =l.4
Woods -3.8 =29.3
Hoodward 210 =27.3

8gource: U. 8. Department of Commerce, Bureau of the Census,
Census of Population: 1960.

Pgome counties had no urban population in 1950 and 1960, therefore
there was no change.



TABLE VIII

CORRELATION OF THE PERCENTAGE OF TOTAL POPULATION OF
COUNTIES WHICH IS URBAN TO PER CAPITA STATE AID

Per Capita | Total = |-or—0%00 20,00 ~ 30-00 40.00 3000 60.00 70.00 80.00 90.00
: : 9.99 : 19.99 : 29.99 : : : H : : 86.99 :
110-119.99 1 1
100-109.99 1 1
90- 99.99 3 3
80- 89.99 2 1 1
70- 79.99 10 5 2 1 1 1
60~ 69.99 18 7 3 2 3 3
50- 59.99 17 1 5 4 2 3 2
40~ 49.99 12 1 7 &
30~ 39.99 6 1 1 1 1 2
20~ 29.99 6 1 4 1
10~ 19.99 1 1
0- 9.99 0

Total 77

Ly



State Aid and the Criterion of
Fiscal Irresponsibility

Fiscal irresponsibility, on the part of local governments, may be
the result of state aid. The residents of County A are now providing x
quantity of public service z. State aid is given County A because it is
believed that, in the best interest of the state, a larger quantity of z
should be provided by A. However, as state aid increases the residents
of A may take this opportunity to reduce the share of z financed local~
ly. The result of such action may be that the sare amount of z is
provided as before the receipt of state aid; the difference is that a
less amount of z is financed from local funds. Consequently, more
equalization of public service expenditure and tax effort will not be
promoted by state aid. Therefore, the purpose of this section is to
determine whether state aid, in Oklahoma, leads to fiscal irresponsi-
bility on the part of local governments.

The property tax is the most important source of local government
tax revenue., Therefore, if local govermments are going to be fiscally
irresponsible, because of state aid, they will reduce property tax rates
and/or decrease the assessment of property as aid increases.

The average property tax rates for all levels of govermment in a
county are presented in Table IX. As ome test of the hypothesis that
aid causes fiscal irresponsibility the author related the average
property tax rate with per capita state aid for each of the counties in
Okklashoma. The result is presented in Figure 6., The scatter diagram
shows a distinct negative correlation between average property tax rates
and per capita state aild. The regression equation is ¥ = 5,83 + (-) .023X,



TABLE 1X

 AVERAGE PROPERTY TAX BATE, BY COUNTY, 1957%
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Assessed Value of

t  Property Subject t Property Tax : Average
County !  to Local General s Revenue 5  Property
:  Property TaxP : (Thousands) : Tax Rate
K (Thousands) b e .2l
Adeir $ 4,907 $§ 386 7.8
Alfalfa 21,710 695 3.2
Beaver 20,288 736 3.6
Beckham 17,649 1,032 5.8
Blaine 15,532 673 4.3
Bryan 13,383 635 4.7
Caddo 26,832 1,085 4,0
Canadian 33,837 1,086 3.2
Carter 26,621 1,571 5.9
Cherokee 5,758 309 5.3
Choctaw 6,874 386 5.6
Cimarron 12,953 426 3.2
Cleveland 22,638 1,396 6.1
Coal ' - 4,708 241 5.1
Comanche 29,988 1,773 5.9
Cotton 6,807 353 5.1
Craig 13,882 566 4.0
Creek -30,920 1,582 5.1
Custer 18,047 913 5.0
Delavare 6,631 351 5.2
Dewey 7,692 344 4.4
Ellis 9,757 34 3.5
Garfield 64,398 3,282 5.0
Garvin 28,352 1,236 4.3
Grady 27,822 1,296 4.6
Grant 22,134 703. 3.1
Greer 8,149 342 4.1
Harmon 3,434 221 4.0
Harper 8,373 353 4.2
Haskell 5,366 160 2.9
Hughes 12,462 621 4.9
Jackson 15,567 730 4.6
Jefferson 9,817 434 4.4
Johnston 5,755 201 3.4
Kingfisher 20,700 775 3.7
Kiowa 17,330 673 3.8
Latimer 4,523 208 4.5
LeFlore 12,750 808 6.3
Lincoln 21,010 772 3.6
Logan 20,688 894 4.3
Love 5,321 257 4.8
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TABLE IX-<Continued

Assessed Value of |

; 't Property Subject i+ Property Tax 1 ' Average

' County ¢ to Local General H Revenue 1 Property

9. Property Tax” ' :  {(Thousands) ¢ Tax Rate

I {Thousands) ___ :. i S .
HeClain o § 10,774 L $ 733 6.8
" MeCurtain : © 10,224 ' 725 7,0
“MeIntosh N 7,648 i 305 3.9
Major - 11,720 ' E 397 3.3
Marshall o 5,266 o 247 4.6
Mayes o 12,732 a 686 5.3
‘Murray S 11,490 L 439 3.8
Muskogee - 43,640 o 2,180 &.9
. Noble S 17,831 : 7155 - Y%
Kowata B 10,678 458 .2
Okfuskee o 12,634 : 478 3.9
Oklaboma 330,235 R 22,927 6.9
Okmulgee S 24,934 f 1,263 5.0
Ozage : 40,890 7 1,438 3.5
Gttawa : 22,072 - 1,009 9.
- Pavmee : 10,642 o 480 %45
Payne 33,895 o 1,538 8.5
Pittsburg ' 12,174 ' 88%  h.b
- Pontotoc ' 20,027 1,077 5.3
- Pottawatomie ' 24,834 ’ 1,365 5.4
Pushmatahs I 6,476 : 452 C 649
Roger Mills : 6,446 261 6,0
Rogers - 16,650 o 662 3.9
‘Seminole ' 19,122 ‘ . 1,133 5.9
Sequoyah L 7,028 - 383 5.4
- Btephens ' 29,169 S 1,775 6.0
Texas e 35,605 S 1,201 3.3
“Tillman o 16,705 B 596 3.5
Tulsa - 347,534 o 20,230 5.8
Wagoner a 10,349 - 425 T3
Vashington ‘ 38,722 o 2,268 - 5.8
Washita ‘ 15,052 ' 627 &.1
Hoods - 18,288 858 T, 7
Voodward 17,340 | 627 3.6

8caleulated from: U. 8. Departmen: of Commerce, Bureau of Census,

Census of Governmeats: 1857 (Washington: U. 5. Governmeat Printing

dffice), Vol, VI, Goverament in Oklahoma, pp. 1722,

bthis figare‘is net of locally assessed values exempt from the tax.
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The data do not appear to deviate entensively from the lincar regression.,
If all counties are included in the computation the correlation between
average property tax retec and per capita atate aid i -.30673. This
provides some evidence that as per capita state aid in 2 county inercases
the property tax rate declines. If the six counties of Adair, McClain,
MeCartain, LeFlore, Pustmataha, and Canadian are omitted from the compu-
tation the correlation coefficient increases to -.48652. This would
indicate that greater state aid to counties may emcourage them £o lower
property tax rates.

It i4s also possible for counties to effect lower property cames by
i@wexingvthavggsaaamenta‘ However, there is little evidence that state
aid in Oklahoma causes local units te roduce assessments. Whea real
property assessment raties are compared to per capita state aid for
each county the corvelation coefficient is -.066, This correlation
eoefficient is So small that le canmot be used as evidenmce in support

of the argument that a large amount of state aid, per capita, causes

aspessment ratios to decrease. The practice in Oklal
assessment of property after the imitial assessment, Therefore, unece
proporty 1g assessed imitially, there is little change in assessoents
f@gardleas.af the value of property.

it should be pointed out that state aid is only one of several
factors vhich may enter imto the determination of property taw rates
and assassment ratios by local governments. However, in figuring tho
budget local officials are likely to take inte a«maideraaiam.tha anount
of aid they are to roceive from the state. Given the guantizy of public

services desived thoy will oore than likely dedust from total esmpenditure
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the amount of state ald received. The remainder will have to be financéd
from local funds, i.e., the property tax. Other things equal, the larger
the amount of antg aid, thg.lens‘thpt'will have to come from local tax
”iﬁulléctiona- Therefore, it is concluded, chere»is‘a gtxong possibility
that state aid promotes some degree of fiscal irresponsibility on the
part of local govermments. This conclusion receives some support from
the correlatian“of'ﬁtate'aid per capita and average property tax rates
as pféséntéd'ahové¢
State Ald Shéuld‘ﬁct Promote xneffiéient
o “Levels of Government '

- Icis difiiguit to state, unequivocally, whether or not state aid
| retards thaleiiminntian of smaller, less effieiantblevels‘¢f govermment .
It is not poaaible to examine a state which grants aid and then remove

this qidiin order to determine vhether such action brings about console«
lidation of unitq of.governmgnt. Thergfa:e, che‘nuthor has had to rely
more on & priori reasoning than empi:icai investigation in cﬁis section.

Oklahoma has had seventy-seven counties since statehood. In

lenhoma, ﬁg in most states, the county boundaries were gstablished by
determining how far one could travel, by horse and buggy, from the county
seat in one d*y', With modern day transportation the relatively swmall
size of the county is not necessary. However, it is easier to establish
- a gcvernmenﬁ‘than to ai&mingte one. It is reasonable to believé that;
without state aid, some of the sparsely populated counties would £ind it
very difficult to provide public services acceptable to the local popu~
lation. Eﬁerefare, it is possible ;hat, without‘stgte aid,vthere would
have beeﬁ & voluntary consolidation of the less efficient levels of

governments. However, when the legislature is dominated by less
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cfficient govermmonts, 1t is rolatively caoy for thew to perpetuste
their existence by granticg themselvew otete aid,

Oltlahons retained the townchip level of government until 1933 when
a constitutionsl musadment transferved all wownship powers to county
%é%&ﬁﬁﬂﬁﬁﬁﬁ.ls-’zt ia Important ©o noto that the alindnatlon of
towaship povarmasnt occurved even though the state, from its inception,
provided local units of government with sionificant amounts of aid,

Oklabouna hes redused the sumber of schoel districts from 2,100 in
1952 to 1,643 in 1957, Thove is little doubi that the roduction of
achool distrlets tould have boen groater bad 1t wot been for state aid.
popelated arcas of the state te keep operating and still provide 2
roasonable quality of education withous stope aid,

Oklshoms ked 105 special districts in 1907. 7The special districts
are as follows: comgorvaney districta (4)y derigation districis (3);
sewer iuprovesent distriects (2); soll conservation discricts {88); water
distridution districts €93.10 Spacial districts do oot veceive state
aid, therefore, it comot be sald that sid promotes the extencion of
this level of government.

The ecomclusion ds that Oklaboma could do without so seny units of
tocel goveyument. MNowevor, consolidation of local governments 2g likely
to be a vevy slou process duc to the fact rhat aid from the state provides

the funds pecessary for then to continue operating.

Lgniancns, Congtitution, Art. 5, soe. Sa,

16y, 5. pepartment of Commerce, Bureaw of the Census, Gensus of
Government: 1957, Vol VI, No. 34, Government in Oklahoma, p. <.
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The purpose of this chapter is to emcmine the agpregate state gid

progren in Oklaboos with vespect to the folloving questions:

1.
2

3,

il

Is state aid granted to local governments on the basis of nced?

Docy state ald bring about equalization of services gund/for tax
effort among the countice of the state?

Does state oid favor one segaent of the cconoay, ruval areas,
vig=a~vic another soguent, urban aveas?

Doos state aid promote fiscal irresponsibility om the part of
local povernmonkc?

Does state ald causc the extonoion or wvetard the eliuination

of inefficient levels of goveriment?

fhe evidenco presanted in the forvepoling pages sugpest the followe

ing onswevy Lo these guestions:

e

i

F-

3.

t& »

state aild docs not ceticfy the nead cwitevion.

Most of the evidence presented above indicates that state aid

in Oklahoma does not bring eboul equalizatvion of seyvices and/or
tax effort anong counties of the state.

State aid fovors counties with kigh rural to uvban population.
There i some evidence that state «id may ceuse fiscal irrespens
sibility on the part of local governmenis.,

There 15 no strong eopirical ovidence supporting the thesis
that state aid causes the emtension, o rotards the climings
tion of, inefficient lovels of govermment. However, g priori
reasoning lesds one to believe that state ald helps maingain

loss efficiont gOVerIMGRLS.



' CHAPTER 1i1

AN EXAMINATION OF SHARED TAXES AND GRANTS-IN-ALD
. WITH RESPECT TO THE ACCEPTED CRITERIA

Introduction

it was established in Chapter II that the aggregate state aid
program falls shnrt’af satisfying tﬂe‘faﬁr cfiéeria éeﬁelaped in Chap=-
ter 1. State aid to local governments, in Oklahowms, is a combination of
shared taxes and gxantawinwaid. Therefore, it is possible that failure
of one pﬁrt of the sta;e aid program to measure up to the accepted cri—'
tétia may be the feanan that the entire program has failaéf
| it is the purpose of this chaptér to examing each part of the state
aid program with respect to twé of ﬁhe‘accepteﬁ criteria. In Chapter 11
the criter;on of eqpalzzation of services and/ov tax effort was dla¢ussed.
The equalizatlon ctiterion must be examined within the framework oi the
total aid pragram becauae both ahared taxes and grantsvin-aié are devoted
to axding the locally pravided services of education and highways. A
discussion of the crxtarxon of fiscal 1rreapansibilxcy and the promotion
af inefficient levels of gﬁvernment 1s omitted in this chapterb It is
impossible to conclude that only one part of the state aid program
(shared taxes or gt&nﬁ:-in«atd) promoces fiscal 1rrespansxbility o
extension of imefficient levels of govermment.

Iﬁ the first secﬁion of this chapter, shared taxes ave examined with

respect to the following criteria: (1) shared taxes should be granted to

36
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local govermments on the basis of need; {2} shaved taxes should pot favor
oné segnent of the population vis-a-vie another if both arve in equal ciz-
cumstances.,  Utilizing the same critevia, the second part of this chapter

ie devoted to an examination of grantg~in=aid.
Shaved Tames

In the first part of ﬁhiS'see:ion, shared tawes ave engmined within
the framework of the eri&etion‘thét‘séat@-ai& should be graated to local
zovernmentes on the basis of aced. Two measuvements of need, popuiation
density, and Fiscal ability, as developed im Chapter II are used. —The
asgumétiﬁﬁ is that & greater amount of ghaved taxues per capita should be
ﬁliocated'&a nore densely populated areas amnd ecounties bhaving the least
fiscal ability.

The next gtep 48 to examine the criterion that shared taxes should
uot favor ene segment of the population vis~a-vis another, if both are
in equal circumstances. Two genervsl classifications of the populatiom,
urban and wurél, are used to test this eriterion.

v?he.tatal sharved tax program in Oklahoma ic a summation of twelve
?ﬁrtﬁil"rha need criterion is cxamined fivst of all with rvespock to
totzl shared taxes and tbéu in relation to ¢ach of the twelve shared
TEVENUEs .

The two messurements of need used inm this section are population
density and fiscal ability. iﬁe higher thﬁ»p@guiaﬁiaa‘éevsiﬁy of a

county the greater 4ts need for shared revemuwes, other things egual.z

ﬁ$ee‘ﬁp@endix-@ for a detailed discussion of the shaved tax program
as it now exists in Uklahoma.

2There ave enceptiong to this general statement which will be
discussed later in this chapter.



Likewise, the less 3 coumty's fiseal ability, as determined by per
capita adjusted value of rvoal property, the greater its need for shaved
taxes.S
| In ﬂﬁﬂéﬁvt@-&est the @ziterié# that more aharé& taxes; per capita,
should be allocated to counties with the least am@qﬁt of fiscal ability,
ﬁhefau:hgzlgormeiaeed pex gaﬁita shared yevenues with per capita ad-
justeﬁ'valuexﬁf roal property farvthe_yea: 1952. The caeffi@iémt of
correlation between Iiscal aﬁility and per aapitﬁ»shareé taxes ia +,7577 .
This correlation coofficient indicates that the greater a county's

fiscal ability the more shared taxes, per capita, it éeceiV@ss‘ Pigure 7
illustrates the velationship between fiscal ability and per capite
shared taxes. The linear regression equation iy ¥ = 16.3 +.019%,
Visual examination of Figure 7 indicates that dispersion from the regres-
sion line ia not groat, This evidence supports the proposition that the
distribution of shazed tazes in Oklahoma is not based upon need,

In order to test the proposition that a larger amount of shared
taxes, per capita, should be allocated to counties with higher population
densities per capita shared taxes are correlated with population demsity
for ea@k,ﬁauﬂtyﬁév tho coafficient of ¢orrelatiam hoetween per capits
shared wevenues and population demsity is -.6284. The linear regression
equation for Figure.a ig ¥ = 51.6 - 72%. Shared raveﬁuea; paricapita,

ave greater for countiss with low population demsity than for countics

~ Seo Chapter II for a detailed discussion concerning the .
justification of using population density and per capita adjusted value
of yesl propeyty &s measureuments of need.

&Again'rﬁisa and Oklshoma counties ave ommitted from the compu-

tation beceuse population density is so high ﬁox‘theae capaxiea,lrgt
t@ﬁazher counties, that including them would unduly distort the results.
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with higher population density. This presents additional evidence thag
shaved taxes ave not distributed to loczl units of governmoent on the
bagls of aced.

The next stap in the amalycis is to examine each of the twelve
shared toxes, itswized in Table X, as of fiseal yaar 1957, with regpect
to the criterion of need. A coefficient of correlation between £iscal
ability and each of tha twelve per capits shared tomes is presented ia
Table X. There are only two coefficients which do not show a sipndfi-
cant amount of positive corrvelation. There is no significant correlation
batween fiscal ability end the following: per capita gross production
taxn apportioned to counties for roads («.0901); por capita gross produce
tion tax apportioned to counties for schools -.0901. Eight of ths
twelve coefficients avae .6 or higher. If por capita adjustod value of
real property is used a5 a measurement of fiscal ability it may be coue
cluded that, on & per capita basis, the four cent per gallon gasoline
exeise taw, the one cent per gallom excise tax, the one-half cent pev
gallon gasoline excise tax, the four cent par gallon special fuels tawm,
the one cent por gallon special fuels tam, tho one<half cent per gallon
special fuels tax, the commerclal vehisle taxm, the bus mileage tag; the
auto and farm truck licenses, and the rural electric co-op tax iacrease
as a county's f£lscal ability increasaes,.

The relationship between fiscal ability and pay capita gross
production taz doserves special attention becawse there is very little
corrclation in thic case. Since the amount of tho gross productiom tux
received by a comnty depends upon the gross value of the minerval produced
withim‘its boundaries, thore is no reason to expect that such apportion-

ment would be based upon need as measured by the adjusted value of real
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TABLE X

COBFFICIENTS OF CORRELATION BETWEEN PER CAPITA
SHARED TAXES AND PER CAPITA ADJUSTED
VALUE OF REAL PROPERTY

Coefficient of Correlation Between

Shared Thxvfor :
Per Capita Shared Tax and Per Capita

Fiscal Year 1957

e we &

Ad Value of Rea
4¢ gasoline tax ‘ | +.7369
1¢ gasoline tax +,6514
1/2¢ gasoline tax +. 7432
4¢ special fuels tax +.4867
1¢ special fuels tax +,6365
1/2¢ special fuels tax +,7602
camﬁetcial vehicle tax +. Tadp}
Bus mileage tax +,9098
Gross production tax ~.0901

(for xoads)
Auto and farm truck licenses +.6306
Gross production tax - »,0901
(for schools)

Rural electric co~op tax +,4333

property. It would be adventitious if large mineral deposits were
located in counties with a substantial degree of fiscal ability.

If shared taxes are apportioned to counties on the basis of need,
as measured by population density, there would be a positive correlation
between each of the per capita shared taxes and population density., Upon
examination of Table XI it is evident that in most cases the coefficients

are significant and also negative. In seven of twelve cases the
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COEFFICIENTS OF CORRELATION BETWEEN PER CAPITA
SHARED TAX AND POPULATION DENSITY

: Coefficient of Correlation
,.:'.':1“,: ::;, : Per Capita Shared Tax g

4¢ gasoline tax -,6588
1¢ gasoline tax -, 7174
1/2¢ gasoline tax -.6526
4¢ special fuels tax -.7136
1¢ special fuels tax -,1321
1/2¢ special fuels tax -.0199
Commercial vehicle tax -.5308
Bus mileage tax -.6538
Gross production tax -.1074

(for roads)
Auto and farm truck licenses «.0925
Gross production tax -,1074

(for schools)
Rural electric co-op tax -,6933

coefficients are a2 minus .5 or larger. The implication is that as
population density increases, thereby causing an increase in the need
for state aid, per capita shared taxes decrease.

The antithesis of the above measurement of need is low population
density. When local governments, such as a county, have few people per
square mile there is a lack of ability to fimance certain public services.
If the state wants these services provided it must either finance them
itself or aid local governments im providing them. If it is decided that



local govermments are to provide particular services, with help from the
atate, regardless af aificiency, then 1t ISt be r@cagnlzed that low
papulation density is a mﬁasurement mf meed. If need is determined by
‘low papulation density then aid in oklahoma is being distributed on the
hasis of need. Thexaﬂore, 1t appears a dilemma has baen emeauntered, On
| the ana hané increasing populationhis an 1ndication that additional pub»
lic setvices are nee&ed. With limitatiana placed upon local unita of
government, with respecz to caxing, counties with more populatiun per
square mile need mcre state aid than ceunties with ralatively low popu=
latian density. On the other hand sparsely populated cauntias need aid
to fimance services such as highways and schools. Since Oklahoma is
generously éndeed with sparsely populated counties it apyéars that per
capita shared taxes will increase as population éensity den?aﬁses. In
the meantime counties with high, and increasing, population per sguare
mile will fimd‘it more difficult to finance a given level of public
services.

Shered taxes should not favor one segment of the population, vis-a-vis
another 1f both are in equal circumstances:

Shared revenues should not favor a county having & large percent of
its population living in rural areas over a county with a large part of
its population living im urban areas, other things equal. In order to
test this criterilon a correlstion is made between the percentage of a
county's total population which is urban and per capita shared taxes.
The coefficient of correlation is +.1318. The coefficient is not sig-
ﬂifiéaﬁt enough to eanciude that there is any correlation. The conclusion

is that shared taxes do not favor urban over rural counties or vice versa.
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The next step is to determine whether a particular shared tax favors
one segment of the population vis-a-vis another. In Table XII the co-
efficients of correlation are recorded between each per capita shared
tax and the percentage of the population of a county which is urbanm.

The coefficients of correlatiom presented in Table XII are all insignif-
icant. Not one of the twelve shared taxes favor one county over another
whether it be urban or rural.

Coefficient of Correlation Between Per

Shared Tax for : Capita Shared Taxes and Percentage of
FPiscal Year 1957 : The Wﬂm:

4¢ gasoline tax +.1463
l¢ gasoline tax +.1517
1/2¢ gasoline tax +.1397
4¢ special fuels tax +.0805
1¢ special fuels tax +.1578
1/2¢ special fuels tax +.1343
Commercial vehicle tax +.1424
Bus mileage tax +.1508
Gross production tax -.0216

(for roads)
Gross production tax -.0216

(for schools)
Auto and farm truck licemses -,0103

Rural electric co-op tax +.,1768
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The conclusion is that neither the total shared tax program nor
each individual shared tax favors one segment of the population over the
other. Therefore, since it was established in Chapter II that the total
state aid program favors rural over urban counties ﬁ:ﬁmtbca
function of the grants-in-aid program.

Grants=-in-Aid

In the first part of this section grants-ineaid ave examined within
the framework of the criterion that state ald should be granted to local
governments on the basis of need. Fiscal ability, as developed in Chap~
ter II, is used as one measurement of need. naotharmmto!
need is population demsity. However, since grants-ine-aid are only
apportioned to local governments to assist in financing public school
education, different population density figures are used here as compared
to those used elsewhere in this study. The need for state aid, on the
part of local governments, is particularly related to one segment of the
population, schoolwage children, The following method is used to esti-
.utathapchathlmﬂuofmﬁool-mchﬂdmmuehmtys (1) the
number of children under eighteen years of age, in each county, was obtained
from the 1960 Census of Population; (2) the number of children under
five years of age are deducted from the total obtained under step (1)
above. Finally the mumber of schoolwage children in each county is
divided by its area to obtain the number of school-age children per
square mile.

The next criterion to be examined is that grants-in-aid should not
favor one segment of the population vis=-a-vis another, 1f both are in



equal circumstances. Two general classifications of the population,

urban and rural, are used to test this criterionm.
Grants-in-aid aad the need criteriom: -

It is assumed thut per eapita grants-in»aid should dacreaae as
£iaea1 ability 1ncraases if the critarian af uead is ta be aatiafted.

‘xn ardex to test the n@eﬂ ctitnrian, an measured by a caunty s fiscal
ability, the au&hmr cuxrelated per capi;a grants»in-aid with per eap;ta
adjuute& v;lue ef real prapertys for the yeax 1957. The relationship

J between fiscal ahility and per capita grante*in-txd ia presentad 1n
Thble KIII. The correlation coefficient betueun fiaaal ability and per
capita 3;&nts~in~aid 1& ~.5315 Thts caefficiene of correlation pravides
evidenae :bat fiscal ability increates per capita 3rants~in~aid de~
crease or. couveruely, a8 fiscal nbtlity decreaaes per eapitn grants~in«
'vnid 1ncreane. Thia evidanua supparts the propaaitiun that the distri—
'butian of grantn~in~a£d is based upon need.

The aeeond measurement of need uned in this section is the
papulntian density af achncl age children‘ Table XIV presents the
ralnnianshtp between pet capita grantl~1n~nid and population éensity of
| children beuwaen ages five and etghteen. The cnsfficien: nf eartalattan
| -15733. This cerrelaeion coafficient pravides strong evidence that
per capita grants—in-aid decrease as the population denalty of schaol~aga
children incregsgg. Such information appears ta-aupport the proposition

that grants~in-aid are not apportioned to local governments on the basis

55¢e Chapter II for a detailed discussion concerning the
justification of using per capita adjusted value of real propetty as
,che determinant of a caunty 8 fiscal ability.
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TABLE X1V

GOERELATION OF PER CAPITA CRANTS-IN-AID AND POPULATION
DERSITY OF CHILDREN BEIWEEN AGES FIVE AND EICGHTEEN

cfiigﬁffifiidieaﬁﬁiiiéai 0.0 ¢ 2.0 : 4.0 7 6.0 ¢ 8.0 :510;9':fiﬁ.g‘§ 14.é°2£1a.0'£‘13’o'-t29 ¢ : 22,0 : 24.0
: —t 1.9 2 3.9:59 : 7.9 :9.9 : 11.9 3 13.9 :.15.9 ::17.9 . 19.9 : 21.9 : 23.9 : 25.9

45~49.99 1 1

40~44.99 7 2 3 1 1

35-39.99 5 2 1 2

30-34.99 7 4 1 2

25-29.99 5 1 3 1

20-24.99 8 1 3 1 1 1 1

15-19.99 14 2 5 2 1 1 1 1 i

10-14.99 16 2 & 1 1 1 o
5- 9.99 12 1 5 1 1 2 i 1
0~ 4.99 6 3 1 1 1

2Tulsa and Oklshoma counties have been omitted.
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of need., However, additicnal factors must be cousidered in the case of
grants~in-aid for educatian."és sahaal‘ﬁistricta becomg larger the
average cost of providing educational Ser§ices ar@‘apt.ta deereasé;
therefore, the need for gtate aid deciiﬁas. As sche@lldistiicﬁs increase
in gize the atudent*teaeh@r ratio is higher and, at least for a certain
range, this}means more effiéignt use 6fvteachers aad decraaaing cé#té
per student., Furthermore, thé éﬁfsicéi plant has to Sé}a ceri&in minimum
size. Por example, & atéadard size g&mﬁasiﬁm has & high’avgragaaas&
when only & few students use the facility. In counties where the popu«
iatian dengity of schoolwsge children is low, average trangportation
costs are high &ue te the long distances which must be traveled. Like«
wise, the r@ads in ru#al areas are not likely to be a8 free}fram
roughnese as city voads and thereby repalr costg on saﬁa@l buses arg
increased. Thia situation, in turn, iuéreasea the avefage cost of trang-
portation. Therefore, on the basis éf the above analyeis it is assumed
tﬁat counties with a low population demsity of school-sge children, which
‘resultg in high average educational cost, are more in need of state aid
thaﬁ counties having 3 high population density of schoolesge chiidren.
However, an inerease in the average cost curve will take place when
density of sah@ulfage children becomes congested. Increasing average
costs are likely to happen only in twe counties, Oklahoma and Tulsa,
Since these counties have been omitted from the computations im Table XIV,
the problem of congestion digappears. Therefere, 1t is ﬁancluéed that
grants=Iin~aid for education are based upon nesd wvhen the latter is

measured by population density of school-age children.
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Grants-in-aid should not favor one segment of the population vis-a~vis
another if both are in equal circumstances:

Grants~in~aid should not favor & county having a lavge percent of
its population living in rural areas over a county with a large part of
its population living in urban areas, other things equal. In order to
test this criterion, 8 correlation is made between the percentage of a
county's population which is urban and per capita grants~in~aid. This
informstion is presented in Table XV. The coefficient of correlation is
=,6752, Such a correlation suggests that grants<in-aid favor counties
with high rural to urban population and, therefore, favor one segment of
the population vis-a-vis another. However, it is mot poseible to satisfy
the criterion that grants~in-aid should not favor one segment of the
population viseasvis another and at the same time fulfill the criterion
of need when the latter is messured by population density of school-age
children., In rural counties the population density of schoolw~age
children {8 low, Therefore, per capita grants-ineaid will be higher in
thegse counties than in those with high urban to rural population.

It is concluded that the criterion which states that state aid
should not favor one segment of the population vis-a<-vig another s
violated by the grants-in-aid program. However, the reason for this

violation stems from sstisfying the need criterionm.
Summary

The purpose of this chapter is to examine shared taxes and
grants~in«aid as separate parts of the state aid program with respect

to the following questions:
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TABLE XV

- CORRELATION OF PER CAPITA GRANIS~IN~AID
AND PERCENTAGE OF THE POFULATION
. GF A COUNTY WHICH IS UEBAN

G§§:c§§§if§ia;c§§:ffe§§é'é§1b 0+20.0730.0140.0130.0:60.0¢70,0183.0790 0
. : £9.9319.9:29.9:35.5:40.9:50.9:69.9:79.0:89.9:99.9
45443 .99 1 o 1

444,95 72 2 1 S

35+39,99 501 2 1

30-34,39 72 1 2 2
2542999 6 L 2 2 1
90-24.99 5 2 2 2 1 i

15+18,89 15 35 1 2 & 1 3 1 2z

10+14.99 s 2 1 2 1 3

5+ 8.99 124 2 3 2 1

O 4,99 72 2 T o1 1

1. Arve shaved taxes 2nd grantsein-aid distributed to lecal
governaents oo the basis of need?

2. Do shered tawes and grants-inm-aid faver one segment of the
population vis~a-vig another?

The evidence ¢mamined in this chapter suggests the following answers

to the‘quESﬁi@uﬁ outlined aboves

1. Shared tancs are pot apportioned Lo locel governments on the
basis of nsed. The coefficicnt of correlation between fiscal
ability, as measured by per capita adjusted value of real prop-
érty, and per capita echared tames is +.7577. The greater a

county's fiscal ability the move shaved tazes, per capita, it
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receives. The coefficient of correlation between population
density and per capita shared taxes ‘is «.6284. The greater the

population density of & county tho smallew amount of shared

©taxes, per capita, it receives,
- Grants~iv-aid dare apportioned to local governments on the basis

- of need.  The coefficient of correlation between fiscal ability,

ags measured by per capita adjusted value of rveal property, ond
per capita graante-in-aid ie -.5315. The greater a vounty's
Ziscal ability the smaller the amount of groants~in-aid, per
capita; it vecelves. The ceefficient of correlation betwsen
the population density of schooli-age children and per capita
grants~in-zid ie ~.6733, The higher the population density of
school=age childven the smaller the amount of grantesin-aid,
per capita, & caunty:recéiveau Since low population density of
school~age children means high average costs of education, it

is concluded that counties with low population demsity of

. 8chosl-age childven ave more in need of aid than counties with

a higher population density of school-age children.

There ie no ewmpivical evidence which supports the proposition
that shared taxes favor counties with high rural to urban
population or vice versa. Vhea per caplits shared taxes are
compared with the percentage of the population of & county
which is urban, the coefficient of correlation is +.1318,

The grants#in-aié program favors counties with high rvural te
arban @@pml&tiam.. Yhen per ﬁ&piﬁ&vgr&ﬂtEQiﬁ*ﬁid are coryeloted
with the percentsge of the population of each county which is

urban, the coafficient is -.56732.



CHAPTER 1V
' SUMMARY AND CONCLUSIONS

There are tun’bhsxc reasons local "avernmentu are unﬁblﬁ ko
&@r@viéa ?ublze crvicea, muﬁh as highways and educatian, at ieveia
;,aeceﬁtabia to the state as a whola* (1) tax and é@bt limitat.onﬂ ‘
placed upon tham by Lha state' (2) thexr lack 01 econanic abiiity.‘
There¢are, in oxrder to supply the quantity of tﬁese services éeairgd by
the‘state‘@ne'@r more of three cpuraqs of aﬁtiﬁg»zan,pe takgm: (1) the
deaixad lave? af uervicas wnay be financeﬁ amd aﬁm&niatareé by the state;
(2) aansaliaatien:qﬂ loeal Lnits of goverment may be requira&, {3y tha
state nay extend fimaneianl ald ﬁaiimaalfgovernmenﬁad Since state aid is
of such magnitude in Oklahoma it has been asagmﬁﬁ; for the purpose of the
present ctudy, that the electorate has acecepted aid as a»ﬁéairaﬁla
.algérnati§a to the aésumyti@n valaeal services by théiéﬁata~aﬁd1¢w
cansolidatlcn of local unite of wevernmaﬁt

It hﬂu been the purpase aﬁ thiu thesis to devalaa cevarai crmtexiﬂ
and examine the state ald urogxam swithin thair framewurk. Thad& eritQVin
are: (1) state agid shoald_he‘grantad,tn local govarnmangs on the basis
of nged} (Z) state aid sh@gld ﬁrﬁmﬁ#e eéualiaati@n.gﬁ tax effort and
&ervicas within the statoj (3) state aid ah@aié mgtv£a€0ﬁ oue seoment of
the ?Opulagion-viﬁ-auvis apotheﬁ segnent if both exe in equal civeun
stances; (4) state 2id chould promote neither ﬁiaﬁﬂlliﬁﬁﬁﬁ§ansiﬁiiity nor

inefficient lavels of government.
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Several quantitative measures were used in the foregoing study to
test the hypothesis that state aid is distributed to local govern-
ments on the basis of the four accepted criteria. Population density
and fiscal ability (as measured by the per capita adjusted value of real
property) were used to test the criterion of need. Tax effort, educa-
tion expenditure, and highway expenditure indices were developed in
order to examine the equalization criterion. State aid was examined
in relation to urban and rural population of each county in order to
test the criterion that aid should not favor one segment of the popula~
tion vis-a-vis another, other things equal. Assessment ratios and
average property tax rates were correlated with per capita state aid in
order to test the criterion that aid should not promote fiscal irrespon-
sibility on the part of local governments,

Conclusions

In the foregoing study state ald was investigated within the
framework of the accepted criteria. In Chapter II the aggregate state
aid program was discussed. The two compoments of state aid, shared
taxes and grants-ine-aid, were examined separately in Chapter III. The
total state aild program was examined within the framework of all four
criteria. However, shared taxes and grants-in-aid were investigated
within the framework of two criteria: (1) state aid should be granted
to local governments on the basis of need; (2) state aid should not
favor one sepgment of the population, vis~a-vis another, if both are in
equal circumstances.
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On the basls of the method uwsed in the foregoing study, and

gsubject to the limitation iovoived thorvein, this thesis rovesied the

following information.

w‘m@f}t

ie

gtate aid:

State ald does not satisfy the criterion of need. By uasing
fiscal obility oo one measurensnt of need it was diseovered
that per capita state ai@ ineregses as fiscal sbility ia-
creases. The coefflciont of correlation between per capite
state aid and fiscal abiliey is 4.3934. In other words,
eounties with greater fiscal ability recedve yelatively wove
state aid per capita. The other measurement of need wsed in
this study wae population demsity. It was assumed that greater

aid per capita should go to the more demsely populated avess,
However, the opposite isjtrug.in Oklahoma. The corvelstion
cocificient between per caplta state aid ond population
density is ~,7517. This correletion coefficient suggests that
the preater population dgﬂ&ity s county has the less per caplte
state add it recelves.

Moot of the ovidence prescnted in this thesis indicates that

state aid does not bring about egualization of sewvices andfow

ton effort among ¢eunti¢@ of the state. A tax effort indesn
was determined for sach county by dividing i€s tax inden

by ite index of ficcal ability., The tan effort inden for
the state Is cqual to one. The dispexsion of the tam effort

index abovge anﬁ bolow one esemplifies the degpee of



aqualizgtion of tax cffort. The cosfflcient of variation for

the tax affore index is eqgual Co 36 pavcent, Thic emoust of
dispersion Indicates that equalization of tax effort could be
improved upon. In oxdev to detoymine the degree of aqual-
ization of services, education and highway expenditure indices
ware conputed for each county and then compared to the state
index of eme. The cvefficlent of varistion for per cepita
education evpenditure indices 45 22,2 percent. On the other
hand, the coefficlent of varistion for per capita highwsy
exponditure indices is B81.7 pawcent., I i3 oyident that state
aid promotes comsiderably mwore aqualization of education
axpenditures than highway ecuspenditures.

Stats ald fovors counties with high rural to urban population.
The porcentaze of the population of a comty which is urban
was coryelated with state aid. The corvelation coefficlent
between per capita state ald ond the poveentage of the pop-
ulation of 2 county vhich s uwrban s =».74Z, This covrelation
eoefficient sugpests that state 2id favors rural over urbon
counties.

There iz come cvidence that state gld wmay scause flscal dvre~
sponsibility on the pert of local goversments, If leoecal
goverrmonts ave to be fiseally irresponsible, because of state
ald, they would reduce property fan rates andfor decrease the
assessment of property as ald ineressss. The averagse property
tan vate was covrelated with per capits stats aid for esch of
the countiss in Ohlshome, The correlation eoefficient is

«,30675. However, if six counties showing unusual dispersion
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£rom the regression line are owitted the negative corvelation
inerenses to -.48652. This evidence indicates that larger
state aid payments may cause the county to lower its property
tas vate, On the other hend, there is little evidence that
state pid causes local units to rveduce asscssments. When real
property sgscssment ratios are compared to per capita state
ald for cach county the correlation coefficient is «.066,

5. There is no strong cmpirical evidence supporting the thesis
that state ald causes the extansion, or netérés the elimina-
tion of, inefficient levels of govermment. However, the
2 priori reasoning presented in this study leads ome to believe
that gtate aid helps maintain lesg gffisiant governments. If
state aid were eliminated entirely it is evident that many of
the inefficient levels of government would have to be gus-
pendad, Without state ald the financial burden on the local
population would be too great %o support many‘small units of

Shared tasos:

i. Shared taxes are not apportioned to local governments on the
basis of need. whe coefficlent of correlation between fiscal
ability, as measured by pexr capita adjusted value of real
preperty; and per capita shared ta#es is +.7577. This coef~
ficient indicates that the greater a county's fiscal ability
the more shaved taxes, per capita, it receives., The coeffi-
cient of correlation between population density and per capita

shared taxes is -.6284. In other vords, the greater the



population density of a county the smaller the amount of =

shared tawmes, por capita, it receives.

2. There_is n@lémpiriaa;.avidgnge which gﬁpygrts th@‘ptaécgitiﬁﬂ
.tha&‘shared‘:gxesv;agpr_copgﬁigs with high rural to urban
pﬂ?ﬁlﬁtiﬁn.brvyice'versaf‘ ghen g¢r cap1aa ahared‘tagea‘qga

. %ewpa;gd_gigh»;hgjpex;gntgge @£ the p@pulagiagwofla“egunty
which is urban ghe.cgaffi¢ignt of correlation is +.1318. This
ggéffieien&}ia not of significgﬁt;magnitéée_gu‘suggest ghaﬁw

shared cawes favyor either rural or urban areas.
Grantg~in-aid:

1. Grgntsfin~aid ara appo;tianed to local governments on the basis
gf need, The coefficient of correlation between fiscal ability,
as weasured by per capita adjusted value of real property, and
per capite grants-in-aid is -.5315. Ia other words, the
ggéatar‘a gaunty’s fiscal ability the smaller the amount of
grantawinpai&, per capita, it receives. On the other hand,
the coefficient of correlation between the population density
of school age children and per eaﬁita_gr&ntswinwaid_is_-‘6733.
This coefficient indi;aﬁes_that the higher the population
éaneity cf‘achnul.age children the smallgr the amount of grants-
infai&,.par capita, 3 county receives. Qipae low population
density ﬁf school age children weans high averag¢ costs of
education it is concluded tﬁat eountics with low population
density of echool age children are more in need of ald than
counties with a higher population &ensiey of achool age

ehildyren.



2« Grants-in-aid favor counties with high zeural to wrban
populstion, When per capita gramts-in-aid arve correlated
with the p@wcﬁtage of the population of «.ach county which iz
urban &n& cont ci@aa is ~.6?52, Thﬁu c@ef“icxeni ;ndica&ua
Lhaﬁ: puc capﬂ:a "mnts-imald decmwt_ i‘i@ &‘w permnta&e of

i.im ?E‘fpﬁlﬁt«@fi of a nsmmty which is urbaxa imremeas.
s Eﬁeammandatimnﬁ .

1914 tm., tﬂmi aﬁ;:enaﬁ*zuw by the staw .in fiécélf 1960,
@,pprmnmataly 25 pem«am: was al‘i.ocated £o m‘: ate aﬂd for local govern-
mente. - Because m the magnitude of state aid the method of allocatis
it is of extrome importance. When funds are traneferved from one aren
t@faaatéar'&he'éépuiatiﬁa.af éhe aréa fvom whith revenuss are being
t:ransfarmd wh@ﬂl’& be aﬂ*urad ﬁ.neir: fuﬂdu am uacc‘z to accomphsh agmai:@? |
feally ﬂeﬁ"mci r;smis. I’ni z.a not ?:’m gase in Oxciahom

State aﬁ.&, am it em.sts in ml«a‘noma, i‘sﬂu grmm up in & rai:h@z—:
baphazard manuer. zu‘hen local units %mve wantad more aid the rurally
ﬂmimtad legislamm has allocated an i.m:reasin percentage of & tax
which is already camarkeﬂ or Larmrked a tax which was previously uaed
by the sﬁaﬂ;@ alene. Such pmctaca& have been £ollowed withouﬁ dm&:&@o
aving how the avémn state aid pz?agva&x is aﬁf‘eezt@é. Very htule effort
bas been made to assure a:‘ha papalatim of mlan ORA that «.hea ata@.e atd
propram satiafxw any »cg'wmic criteria‘ Tnewafam, saveral poiic'y
mammndatiam caa b mam on the basi' of the mz'evomg study. |

It i@ sug@wtw i‘;‘h&t wmmuiag researma be ﬂarriad cm by the

Slelahons Tax cammaaim mﬁz' respect to t:m; m:at@ aig pragmm in
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Oklshoma. The vessarch should provide the legilslseture with an eversil
view of the state aild program as well ae information about its various
parts, The research should provide answers to the Zollowing questions:

1. I ptate aid granted local governments on the basis of need?

2. Does stepe wid promote equalization of taz effort and sevvices

within the state? |
3. Does state aid favor one segucnt of the population vigez-vis
gnothor? S ’
4. Doss shate aild @rﬁm@té.fiscél irfﬁspamaibiiiﬁy?. :
5, Dees state aid cause the extonoiown, or petard the elimination
of, inefficient levels of government)

It is assumed that with such information the legislators can mshe more
intelligent decisions mﬁﬁh,respéc& to gtate zid. However, such dagisi@na
ﬁaﬁmmt he maéegwiﬁﬁ£n th&fpxesaﬁﬁ ﬁrﬁmewark@ therefora, several changes
should be made. R

Fixﬁt of @ii é&a‘m@ﬁhad’of-asamaaﬁa@ reai.prapaéty shﬁulé e
changed, In order e éisﬁxibué&-aid\on the basis of need it is ngecssary
&0 know the local government's ability te provide ﬁtcepiable levels of
miblic #etvi@&a. fineo &aaal,éuvernmemtﬁ have been limited primavily to
the property Lam, @& 2 lecal source of vevenus, it is imperative that
the trye value of real property be known. Assessment praétiées vary from
pounty o county, tﬁam@f@r&; it is sugpgested that real propevty 265655=
ment be conducted by the state, It is also imparnaﬁt~tbaé well trained
455es60Ts ﬁévasad iﬁ anceesing veal property, Once thelluéailgavern~
ment's true gbility to pfﬁviéﬁ‘gubiiﬁ:&ﬁfviﬁﬁﬁ iz keown by thé
legislators it 4s aseumed that they will adjust state aid a§'that it will

be allocated on the basis of nced.
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The criterion that state gid should promote equalization will be
more nearly satisfied 1f state aid is allocated ¢o local governments
according to ﬁh@ﬁr figeal ability. If por capita state aid increases
as fiscal ability detredsas state aid will not only be distributed on
the bagsis of need but it will also prowote equalization of tax effort
and service offerings throughout the state,

it was established in this study that grante-in-aid satisfy the
eriterion of necd to a greater eztent than shared taxes. Therefors,
the indiscriminate allocation of shared taxes should be discontinuged
in favor of a more well planned program. Fiseal gbility, as determined
by centrally asscesed value of real property, should be the basis for
the allocation of shared taxes.

Reapportionment of the State Legilslature iz nceded 1f the criterion
that state aid should not favor ome segment of the population, vig-a-vis
another, 18 to be satisfied. With a more proportionate representation
between urban and ruval arveas it is assumed that legislative decieions,
with veopect to state aid, will be made to benefit the state as a whole
rather than to favor one Segment at the expense of another.

State gid chould be distributed to local governments on the condition
that inefficiont units of government will be eliminated. In oxder fov
this to be accomplishad it is nccessary to define ¢fficient and ineffie
eient levels of govermment. Oklahoma should promote research by the
many competent ceonomists, political scientists, and educators withian the
state g0 that incfficient levels of govermment in Oklahoma may be deter-

mined. It should be recognized that certain sparsely populated aveas of
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the state will have to continue operating incfficlent units of govermment,
However, with close supervision such wnite of povermment céﬁ.ba kept to
g mindoum. :

It would be more difficult for loeal govermments to be £iscaily
irrecponsible if real property were asscssed by the state. Howover,

since determining property tax vates will be left in the hands of local

gnveﬁﬁmﬁnta, it is‘necesaary.far the state to determine an acceptable
minifoun tax rate ga-a‘caﬁdiﬁian for state aid.

There are those vho will arzue that the progrom suggested by this
thesis places too much dépanﬂ@ncévﬁpan’the assuned wisdom of an
elected legislature., They will suzpest that more relianee should be
placed ugon.sﬁared tames and chér means which are not so closely
regulated by the legislature. A good portion of state aid,; az it enises
in Oklahoma today, ic based upan‘prcgrama vhich are not easily con~
ﬁralieﬁ by the legislature and it has been demonstrated that such
_?Yﬁgiams do not satisfy a number af_impartanﬁ economic eriteria, Theres
ﬁﬁre, it is comeluded that £ there 1o proportionate regxeéémtaﬁian in
thevlégisiatmr@ from rural and wban aveas, assuming this representation
is informed ps was suggested above, and the electovate demands sound

perfornonce from their legislators the state add program con be improved.
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APPENDIX A

TAX AND DEBT LIMITATIONS PLACED UPON
LOCAL GOVERNMENTS BY TRE STATE

The dependence of local units of government upon the state for
financial assistance stems from the constitutional and statutory limita=-
tions placed upon local government's power to tax and borrow. It is the
purpose of this section to review these limitations.

The conatitution confers the general power of taxation upon the
legislature. "The Legislsture shall provide by law for an annual tax
sufficient, with other resources, to defray the estimated ordinmary
expenses of the State for each fiscsl year."'l In turn, the legislature
is given the power to confer broad taxing authority upon local govern~
ments. "'The Legislature shall not impose taxes for the purpose of any
county, city, or town or other municipal corporation but may by gemeral
laws, confer upon the proper suthorities. . . the power to assess and
¢ollect such taxes."2 The constitution déeu not limit the legislature
with respect to the type of taxes it may suthorize local govermments to
levy. Theoretically, the legislature may‘granzhtaxing authority to local

‘units of govermment comparable to that possessed by the state.3

loklahoma, Constitution, Art. 10, sec. 2.
21b1d., sec. 20,

123“' V. Thornton, An Qutline of Oklahoma Government (Norman, 1956),
?0 . ’

87
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Bven though the legislature may allow local governments to levy any
of a number of taxes in practice they have been confined to the proparty

- tax, with & few ezceptions involving cities and towns., . '
Property Tax Limitations

The power of local units to use the property tax has been restricted
by conmstitutionsal provisiomg, First of all certain property is exsapt
from tazatica.

- A1l propertiecs wsed for free public libraries, free museums, public
cemetarias, property used exclusively for schoole, colleges, and all
property used exclusivaly for religious and charitable purposes, aad all
property of the United States, and of the State; household goods of the
heads of familiey, tools, implements, and livestock employed in the
support of the family, not exceeding one hundred dollars in value, and
21l growing crops, . , . all fraternal eorphen howes, and other avphan
homes; together with all their charitable funds. . . and such propérty
as may be oxempt by reason of treaty stxpzlatimns, existing beétween the
Indians and the Hnited States EOVQ:HMﬁntu'

The legtslature is also permitted to authorxze any city or town Lo
exempt manufacturing establishmenta and publin utilities from muﬂicipal
taxatian for a period not to exceed five yaara.s

?he conatitutian does not explicitly axenpt any part of the assessed
valuation of hamesteads from taxatian but it apens the door far atatutery
limitation by sﬁating that “nnthing in.this cunatituzinn shall ha held,
ox construed, to prevant the claasificatxon of property for taxatiun. . 8
Therefore, from 1936 on, homesteads axe exempt from all farms of ad valoven

taxation to the extent of $1,030 of the aspesged valuation.?

%0k1shoma, Constitution, Art. 10, sec. 2.
31bid.

61b£d., gec. 22,

768 Okla. St, Ann. sec. 34.
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The constitution further restricts lecal govermment'’s use of the
property tax by limitiﬁg the property tax rate. A total of 15 mills may
be levied for the general operating costs of all‘lac31 g@veﬁnmenus.3
School districts receive 5 mills and the vremainder ig apportioned to the
county, tewn, and school district by the county excise board.” However,
& municipality has no iegﬁl r@aoufsé if ievia‘ﬁ@ﬁ'granted a portion of
the 15 mill levy.l0 An gdditional 4 mills i3 levied in each county for
scheool par@@ses,li !he‘ﬁchaoi districﬁgvupon;certificatien'0£ nesd by
the bosrd of education of'tha-dietrict, nay levy an-additidnai-tax which
is not ta axceed 15 milis. 1?2 The »chs@l district may alae make an |
emergemcy levy iu an. amount not to excesd § mills when approved by 3
-majority of the elactors in the dis:tict voting on the questiﬁngla The
electorata.in counties, cities, towms, énd school dissriéts are allowed
to approve an additional levy for the pﬂfpase of erecting public build~
ings. Thé additiéﬁal levy cannot exceed 5 mille on asaeaséd value of
proparty 1ocated in the territorial jurisdiction of the local units
agpravxng the levy.}4 The eomatitutien also pravides that in addicion
to the 15 mill levy,

caanties. . schoml dxstticts, cities and towns shall levy suffigienz
additional revenue to create a sinking fund to be used, firvat, for the

8@k1aha§a, Constitution, Art. 10, seec. 8.
- Pmig.
»19Thﬂrnton,sp. 139,
Mok ahona, £ Qggattaﬁien, Avt. 10, see. 9.
lzibxd
131pid.
Y1pid., sec. 1€,
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payment of interest coupons as they fall due; second for the payment of
bOndg»gs they fg;l.duasrahird for the payment of such garts of judgments
a5 such wunieipalicy may, by law, be rexguired to pav.‘

fn additional levy, mot to exceed 1 1/2 wmills, may be levied anmmally by
a gounty for the purpose of maintaining a department of haaltﬁ within
the county.}® Upon the approval of the majerity of the gwalified voters,
an ad valorem tax of not less than I will and not to excesd 2 wnills ig
to be levied by each county for the purpose of establishing and .
maintaining public libvaries and library services. 17 -

Lseal units of government found the use of the propevity tax
rest*igaeé to a gra&&er entent ln 1953 vhen a limitation was placed upon
&he assassed value of real property aund &aagibl@ parsonal ﬂragerty A
cansaitutiunal amgndment pruvides that reéal property and tamgible pare
aanal prop@xtw ie not o be assesseé ai more than 35 parcent O& i@@ faiv
@ash value estimated at the price it would bring at a fair valuntary

sale.la
Debt Linitations

Lccal units of goeeramana are restricted with respect Lo the anount
of dsbt they may ineur. The constitution declares,

no county, city, town, tﬁﬁnship, school district, or other palitical
corporation, or subdivision of the State, shall be allowed to. bocome
indebted. . . to en awount exceeding, in any year, the incowe and revenue
provided for such year, without the assent of three fifths of the voters,
thereof, . . nor in cages rvequiring such assent, shall any indebtedness

151bid., sec. 29,
161nid,, sec. %a.
171b1d., sec, 10a.

18k1shoma, Copstitution, Art. 10, sec. 8.
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be allowed to be incurred to an amount, including existing indebtedness,
in ;he aggreggta exceeding figg per centum of the valuation of the
taxable property therein., . .

There are & number of exceptions to the above, If a school district has
an absolute need they may, with the consent of three fifthe of the
voters, incer an indebtedness, including exiasting indebtedaess, exceeding
5 percent, but not to exceed 10 percent, of the valuation of taxable
property within the school district.20 Incorporated cities and towns

are permitted to exceed the 5 percent debt limit for the purpose of
purchasing, counstructing or repairing public utilities 2!

The Supreme Court has ruled that the 5 percent debt limit applies
only to net debt.22  1n datermining whether the proposed bond issue of s
local government will increase its indebtedness beyond the 5 percent
limit the proposed bond issue is added to the sutstanding bond issue and
from this total cash and securities in the sinking fund gre dédueteda
The figure so derived is the net debt of the local govermment. There-
fora, local povermments who have reached the 5 percent gross debt limit
may issue additional bonds to the extent of assets in the sinking fund, 23

There are three basic levels of local government, the county, the

school district and the city or town.2% Bach local unit is allowed a nst

190k1ahoma, ggggggtugien, Art. 10, aec. 26,

201bid.

21ypid,, see. 27.

220kla. St. #un. Conptitution, Notes of Decisions, Note 9, p. 603,
%i;:sgz School Dist. Ne. 24 of Greer County, 108 Okls. 81, 233 P, 596

23gobert K. Carr, State Control of Local Finance in Oklahoma,
(Norman, 1937), p. 25. ‘

241n addition to these three levels, Oklahoma has 3 number of
special districts.
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debt limit of § percent of the assessed value of egx;blo propearty within
their respective jurisdictions. Thereiore, foxr the coum:y as a whole the
debt limic is 15 percent @E_ the assessed value of taxable property within
the eaunt.y.zs o | - | .

'rhs cmmty mﬁ eity sy increase thair indebteﬁmsa heyzmé the
5 percent limit by issuing special nunmnc hondn_ m Sup&’ﬁm Court
has held that the city or county is merely s collection agent for holders
of improvement bondc, thgrcfére. quch bonds do not become the liability
of the local unte.26 | - -

The trust provides snother method by which a local unit af
3a§ermut may circwenz thﬁb 5 percent debt limit. 'rhe iirna case
involving tha use of a trust by a city as & method of evaﬂs.ag the
5 percent debt limit was the Oklshoma City Afrport Trust Cese in 1956.%7
the‘eity aflﬂklaﬁank city leased its airporﬁa to the leahomé ciéy‘
‘&irport Truet vhich was a ch-titnble trust craated far the‘purpaaé of
ennbung the city to tnsut bonda th‘mugh tho tmt. mﬁ uae the proceeds
to construct bumdi.ngn and enlarae airvport faauuiea. The buﬂdings and
airport facs,ueua ware :a he luaud tc the United Szatu governmnent .
Such an arrangement was challenged as being in violation of the constitue
tional d@bﬁ limitation élaced on lecai governments. The cauit said that

even though the:

25‘rhare are specml cases in which the aggreante debt limit for the
county may excaed 15 percent of the assessed value of taxable property
within the county. School districts may incresse their net debt to 10
percent of the assessed value of taxable property within the school
district and cities or towns may excud t:he 5 permne limit to construct
public utilicies.

2601ty of Baggs V. Relly, 238 P. 466, 110 dkla. 274, (1925).
27Morris V. City of Oklshoma City, Okla., 299 P, 2d 131 (1956).
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trustees of a trust for furthersuce of public purposes are by law a state
agency, indebtedness incurred by them and payable solely from trust
estate and its revenues is not violative of the constitutional section

prescribing prncedure for raiaing and limitatiana an public
1ndebtedﬂesu.23 : L

281144,



APPENGIX B

© 0 TAX LIMITATIONS E&aﬂﬁﬂ UPON MUNICIPALITIES
BY THE STATE

Citios and towns commonly recelve vary little of the 15 mills:
levied by the excise Doard for support of the daily operation of local
soverament .} Therefors, cities and towns have turned o other sources
of revenue., Thelr largest source of revemue comes from munieipally
provided services such as water aup§ly, garbage disposal and in many
cases lisht and powaer supply.z In addition to charges for municipally
- previded gervices, cities and towns are permitted to impose a numﬁer of
taxes such as 2 voud tax, poll tax, cccupation and licemse tax, téxi
licenge tax, dog taw and a franchise tax of two pevcent of the gross

proceeds of privately owaed public‘u&ilitiea,3
Home Rule

The “'home rule” provision in the constitution attempts to extend
lecal autonomy to cities aad towns. The comstitution provides that,

"any city contalning a population of more than two thousand inhabitants

- Yhorneen, page 131.
-21bid., page 132.

31bid,

9%
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way frame a charter for its own government, comsistent with and subject
to the constitution and laws of the State."% The Supreme Court® has
stated that the purpose of this section is to, “"emsncipate the municipal
government of cities containing & population of more than 2,000 inhsbe
itants from the control formerly exercised over ﬁhém‘ﬁi”thm‘ﬂegialatuxe.“ﬁ
Merrill seserts that: o
the true ilnterpretation is that a home rule charter "is to become the
organic law of" ¢he ity "govermment, and io to supersede the laws of
‘the state in conflict therewith, in so far only as they attempt to
. ¥egulate merely mumicipal affairs." The solution of the problem of
the supremacy of state low over an ewercise of mundcipal power éegem&s
on “whether sueh laow pertains to general mattetg of the state and £
Q@vernmant or peculiarly to mmicipal affairs.™’/ ‘

The legislature has the constitutionally delegated taxing power.
Thevefora, the “home rule” provision has caused the following question

to be vaised: "Iz eha'powgr_td tax, to lavy,_é@;aééesa.éﬁdf@al&e@t for

purely municipal purposes subject tu.tha‘ragulatian'ﬁﬁ general state
Laws aoncawnxng tazation or do charterﬁ...prevax&g“a

?he supreme Court has taken two' lLﬂOG of apyraach an ahia question,
In one series of cascs they have takgn the view that tha‘chgxter'prew

vaile over general law with redpect to tawation for mmicipal purposes.?

“gilahona, Constitucion, Art. 18, sec. 3s.

Sgupreme Gourt as used in this chapter rafers to the Supxama ‘Court
of the atate of Oklaboma,

ﬁakla. St. &on. Constitution, Notes of Decisions, Note, p. 7823
8tate v, Callahan, 96 @kla. 276, Pe 718 (1921). ‘

7Maur1ce H. Woryxill, “Constitutional Mome Rule for cities, Oklahoma
Version," Oklahomna Law RQVLQW, v (May, 1952), 130. s

3R@haﬁt Warren, Jr., “Taxaﬁian- ﬁunicxpai oparatxun of Public
Utilitien: Sources of Municipal Revenue in Oklshoma,™ Oklehoms Law
Review, I Qlay, 1940y, 96. ’

S1bid.
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Fhe alternative appwoaéh has been to consider general lawe of the gtote
to prevall aver &hé monieipality's power to tax. 20 The latter has been
based upon the fé&a@ﬂiﬂg that since the legislature has the pover to
delegate tauing authority to local units of government it also has the
power to place limitations upon such autharity.ll

Inasmach as the county excise board 1o not vequired to apportion
any partldf the 15 mill levy to cities and towng the 1&&&32 ave ferced
o &@érah for additional sources of revemue. However, the legislature
iz the oaly body having the counstitutional power to lovy taﬂea; In turn
the/leg;$1@ture.may grant the power to levy temes to local units of
g@veznméﬁt; This raises the question as to the degree of local fiman~
¢£gi autonomy pranted by the “hﬁm@ ru1e“ provision, Thovefore, it ig
necessary £ eﬁémime gome of the court cases, involving "home rule”,
as ﬁhéy determine the degree of control the state has over mﬁnicipal
finanees.

Sﬁaftly aftér the leahéma Constitution went into effect the firet
cage invalviﬂg financisl powers of "home rule" cities came bofore the
Supreme Court. The eavlier cases involved the powsr of “hamé rule”
gities to leﬁy #nd eollect property taxzes £or munisipal purposes in a
manﬂéx—diﬁﬁéran& from that provided by the,genéz&l laws of &he*st&ta,ig

In a case in 1913 the Supreme Court decided that oven iz "hone rule”
aipics the legialaéure has authority to provide for tazes for the support

of functions in which the state has a sovareign jatevest,t® In the year

Wrbid,
Hypid,
Wpereilt, p. 179,

1 Ibid »
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1817 the Bupreme Court held that 4n g situation vhere the tax is solely
for municipal purposce the provisions im the charter, pertaining to such
comes, pravails over state law.3%

Merrill mentions that the doctrine set forth in these early deei
sions did wot remain effective for any length of time. He says,
the impracticability of two systeus o¢f ad valorem tazes upon property to
provide revenue for the maintenance of the police system fhere the state
kas a sovereign interest_/ ...on the one bhand, and for the sugport of
the office of the mayor [in this case the state does not have a sovercign
interest/ ...ou the other, neads little dewonstration, o
if thore ave fwo separate methods of fmposing and collecting ad walorenm
tawes vpon the sawe property by different tazing units confusicn iz the
end vesult,l6

The Supreme Court reversed the City of Collineville decision in'a
1924 cess involviog the “home rule” chavtor provisions of the City of
Supulpa. The chorter sutherized, “comisaioncys te provide for g gysten
for agsessment, equalization, levy and collection of 211 municipal
tanes, "4 Upon such authorization the Copmissioners passed 4 city oxdd
natce for vealizing upon tax liens which was different from stete law
pertaining to such metters. In ruling on this cape the Supreme Court
held that tematicn iz o motter of gencral state concern and thevefors

state law must prevail over charter provisions L8 1e yag also pointed

‘ 1%0kla, St. Ann. Constitution, Wotes of Decisions, Note 1, p. 7903
City of Collinsville v, Ward, 64 Okla, 30, 165 P. 1145 (1917).

Byteveill, p. 180.
16114,
Ypig,

l‘ﬁea;rfr s Be 113,
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out by the Supreme Court that constitutiomal provisions express & degire
that thore be uniformity in taxation. Accordingly such an objective is
not attainable if “home yule" cities are free to "implement their re-
spective policies upon the aubjeet.“lg

fccording to Merrill the justification for the Sapulpa decision is
that, "ad valovem tamation for any purpose is a state affair removad
from control of home rvule citdes."20 He contends that the,
doctrine of state supremacy in the field of ad valorem tasatioa seoms
sound encugh lbacauagﬁ the wakers of the, . . comstitution., . . felt. . .
the topic was of sufficient importance to insert a specifle gemersl
limitation on the tax rate for city purposes.

The Sapulpa deciclon has led city officials to believe cities can~
aot levy tames not specifically pexmitted by the state. The Supreme
Court has not clearly defined the power of citles to tax. On one hand
the Suprome Court seems to grant cities a grest deal of finamcisl
froedom. Merrill sssevts that,
the Sapulpa decision merely rejects the Collingville determination im oo
far as the matter of local control over ad valovem taxation is comcegned,
leaving the general doctrine of the Collinsville case imn effect as te
other taxes. This argument is buttressed by the fact that., . . the
S8apulpa decigion wes not effective to oust home rvule jurisdiction over
special assessuents,
on the other hand there are a number of decisions which assume the taxe
ing powor of “home rule® cities is to be granted valy by the

legislature.23 Ia the Dickinson and Marler decisions the court held the

Yitorrill, p. 18l.
W1p14,
2 1hid,
szbm. » Pe 162,
Ibiﬂ Ex Parte Dickinsen, 138 Okla. 266, 280 Pac. 797 (1929);
Ex Parte M&rler§ 140 Okla. 194, 282 Pac. 353 {192@), Farley v. Watt,

165 OQkla, 6, 23 Pad 687 (1933), Cain's Coffee Co. v. Clty of Muskoges,
171 Okla. 635, 44 P. 2450 (1935).



power of a “houe sule" cii;y to levy an occupzticon tax came from the
legislature rather than from the c.tty‘s chorter 2% Ia Eezﬂ.éy vErsus
W’m":ﬁ»v the court ruled that a “home rule" city is beund by statutory
limitations with respect to levying vecupation tazes.®s In the Cain's
Coffes Company decigion it was declared that the vight Qf & Yhome rule”
eity to tox the occupation of & wholesale procer must be granted the
city by a legisistive engotment,20

‘Proa the above discussion it is appavent that “home rule™ cities
have only @ mnimit gaunt of financial outonomy. The city bé@g;éa’a ok
be su‘bmﬁ.t;taﬂ to the county exeise board for review.S? The power of the
gity to asscss, levy and collect ad valovem tames coniracy .m gonsral
Llaws of ‘a:m state is questionable., Finally, thexe haw:_ bean adverasc
decisions when the eiby wished to lewy f::@‘.m a0t explisitly ‘gmmad by

the lepislature.

2114,

251pi4,

261bid. |

27pyan v. Roach Drug Go;, 113 .O‘klag 136 {1925).



APPERDIX €
LESAL FRAMEVORK OF SHARED TAXES

 The state levies an excise tax of four cents per gallon of gasoline
gold. From the total collections 22 percent is ﬁﬁﬁﬂﬁmihﬁ@diﬁa counties
to be used by the county cummiasiqng:,for the purpese af mainCaining
_county higbways\au@ permanent bridges. The ravenus is apportioned to couns
ties in the following manner: 40 percent of the total is distributed to
the various counties in the proportion which the county road mileage of
each county bears to the total state road milaage; 60 percent of the
total is distributed to the varfous counties om the basis of which the
populstion and ares of each county bears to the total population and arca
of the state.! Cities and incorporated towns veceive 5 pexcemt of the
total collections. The apportionment is based upon the}gercwntage whick
the population of a city or town bears to the total population of all
incorporated cities 208 towns in the state. The cities and tovas are
required to use the proceeds for the repair and maintﬂaénca<of stroets
and alleys.2
An additional excise tax of one and one-half cents per gallom of

gasoline sold is collecied by the Tax Commission. Tae revenve accruiag

from the one<half cent tax is apportiomed to the counties as follows:

168 okla, Bt. Ann. sec. 659b.
Z1vq,

100
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40 percent of the total is apportioned to the counties in the proportion
which the county road mileage of each county bears to the total state
road mileage; 60 percent of the total is distributed té.the various
counties on the basis which the population and area of each county bears
to the total population and area of the state. The county commissioners
~are to use the funds ior the‘conatrucﬁion and @aiﬁtenance of county and
- township highways, permanent bridges om United State rural free delivery
and contract mail routes, and school district bus routes.3
'The revenue from an additional excise tax of ome cent per gallon of

gaseline sold is apportioned to the counties for the purpose of cou~
structing permanent bridges and culverts, located on school bus routes
and mail routes, and for surfacing rural roads which arve school bus
routes and mail routes. The basis of distributing the revenue iz as
follows: ome third of the total is distributed on the basis of the -
proportion the county area is te the total area of the state; ome thivd
of the total is distributed on the basis of the proportion the rural
population of the county is tokthe total rural population of the state
{rural population is defined ss including the population of all munic-
ipalities with less tham 5,000 population); one third of the total
sollections is distributed on the basis of the propertion the road
mileage in the county is of the total road mileage in the state.® The
county comaigsioners are allowed to use the veceipts from'this source of
revenue, wWhen approved by the majority of the coumissioners, in matching

federal funds for any county highway.d

31b1d., sec. 660c.
b3bid., sec. 699.2.

Stbid.



102

An excise tax, referred to as a special fuel use tax, of four cents
per gallon is levied upon diesel fuel, kerosene, distillate or gimilar
products which may be used to propel motor vehicles. The Tax Commission
allocates 24,25 percent to the various counties in the proportion which
the population and arvea of each county besars to the population and area
of the state. The funds are to be used by the county commissioners for
the purpose of construction and maintenance of county highways and
permanent bridges.6

An edditional special fuel use tax amounting to one and one-half
cents per gallon is collected by the Tax Commission. The revenue accru~
ing from one~half cents per gallon tax is distributed to the counties.
The Tax Commission distributes 40 percent of the total to the varieus
counties on the basis of the proportion which the county road mileage |
bears to the total road mileage of the atate and 60 percent is distrib-
uted to the various counties on the basis which the population and area
of each county bears to the total population and area of the state. The
funds are used for construction and maintensnce of county and township
highways and permanent bridges on United State rural free delivery and
contzact mail route, and school district bus routes.’

A "temporary" tax of one cent per gallon on special fuels was levied
in 1953. 7This tax was to expire in 1955. However, the law was amended
in 1955 in order to extend the use of the tax.® The total receipts ftém

the tax are apportioned to the various counties for construction of

G1bid., sec. 727.4.
71bid.
8Ibid., see. 727.5.
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permanent  bridges and culverts located on school bus routes and for the
surfacing of rural roads which are gchool bus routes and mail routes.
The funds are distributed to the variocus counties as follows: one third
of the total collections is apportioned to counties on the basis of the
propovtion the area of a county is to the total area of the state; ona
thizd on the basis of the proportion the rural population (defined as
fncluding the population of all municipalities with a population of less.
than 5,000) in 8 county is of the total rural population in the state;
one third on the basis of the proportion the rovad mileage in the county
is of the total road wileage in the state. The commissioners are avgh-
arized to use the funds from the tax, upon 8 majority comsent of the
commissioners, to match federal funds aiding farm to market roads.?

The state levies & tsx on the gross value of certain minerals.
The gross production tax is in lieu of ad valorem property taree. The
groos value of asphalt, ores bearing lead zine, jack, gold, silver, and
copper is taxed af a rate of three fourths of one percemnt. A tax rate
of 5 percent iz levied on the gross value of petroleum or other crude or
mineral oil, The gross value of natural gas and/or casinghead gas is
aiso taxed at the rét& of 5 parcEntulﬂ A fraction of gross productiop
tax collections i returned to the comtributing counties. The Tax Com-
misgion returns 10 percent of total collections to the county f£rom where
the revenue was collected for the purpose of constructing and maintaining
county bighways. An additional 10 percent of the total collectiong from

the contributing county is returned to the county and reapportioned to

91bid., sec. 727.6.
101hid,., sec. 821.
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the school distyicts on the basis of averape dally attendance. In order
to qualify for a share of tho gross production tax earmarked for school
ald the contributing county must have & majority of its school districts
with an average daily atiendance of thirteen or morefmcudeﬁ§$. In order
for school districts to qualify for z share of the grﬁss production tax,
xeturned to the Lantributing countias thay must make an ad valoren taa
levy @f 15 milla and maintﬁin twalve }ears of imstruction.ll

The state taxes the gtosa receipts receivad from the salea an&
distszuti@n of electricity by rural e}eﬁtrzw cawoperativns at the rate
of 2 percen&.lz From the t@tal callections 95 percent is appo tioned to
ﬁhe coumties in‘whluh the remittiﬁg ce-operatava owns pxopezn;. %ﬁ@
basia foxr apportionment L& the proportian whiah the mumber of miles of
eleetrlcal diserlbutioﬂ 1ine of the co»aperativu in a caunny beara to the
“Latal numbax af milea of lines ewned and aparat@d by the cm~eger¢tﬂwa
within the staca. The county treasurer in turs diatributes the receipts
to schaol dlsttiéﬁﬁ aegarding to the pfgparti@n che number of miles of
1ina awned and aparaaeé by the coe~operative within the schael éia&rigm
Eeara to the *Gt&l numh@r af miles of line owned and operated hy the
co=operative wi*biq &he caunty 13 |

The Eax Gammisaian apportians 95 paxcent of auto and farm b“uck
1icenge fees to the counties, where colleet@d for the support of common
'achonls in the aauntfe The caunty tressurar apportions the receipts to

tﬁe VﬂEiouﬁ sch@cl distrtets withln the conntv on the basis af average

1ltb1d., sec, B27.
121bid., sec. 863.

13Ibid., sec. B66.



&ailj attcmuamye @Rawa&uu the school digtrict makes anm ad valovem tex
levy @f 15 mills and maintains twelve years of LnstructiamnIA

From the ravenue of the comnercial vehicle iicuusas and bus mileage
tax 33 percent is gpportioned to counties for: roada and 25 percant is
discribuced to cities and towns. The fraction eaxmazkea for veads iz
di&panaed to thu counties as fallows. 49 per¢ena of &he sum 15 dagﬂ
tribuhe& to the varieus c@unties iu th@ prapo&ti@n whieh the @@uncy road
mlleaga mf each county beaxs ta the ta zal stata waad mileage' @0 pc%eﬂm&
vai tke sum is éistri%u*ed to the varxaus c@uaties on the b&qia waich the
payulaﬁiom and area uf ea»h county beara to the teﬁal populatiam &md arga
of tha gtata. IL@ reveaus is ugad hy the neunalea f@r ﬁh& c@nstru@&i@nb
im@rovem@m& ay repair @f mxghways. HQW@?@fy the caunny traaswrﬁz is
requxre& to depaslt a paxtion af the receipta in a sinaing ¢uﬁ& far tha
xetzrement af intorest ana annual aecrual of iadebtednesa areated by the
issuamce of caunty or tawnship bonda far aad puxpeﬁes. Hot mere t%am
’é@ parcent af the reneip&s is ta be used in this manner.15 Th; fxﬂ*tian
Jaarmarkeé far eltiea and tawns 18 distributed to tﬁe eaummie& who iﬁ
turﬁ reapp@rtiom th@ teceipts to cities and tawns. The cm@ntias recalve
their sh&re on the basis ef tha pleOTLlﬁﬂ whicn aacb caunty ] pa@ulation
buars @u the p@pulat;on @f the state. Tﬁe caumny treaawrers r&appor*iaa
&h@ revanua tc ahc cltias or incsrparated towns on the basis whigh the
population af the citx@s amd incmrpﬁrataa townm bears to the total eity
and incarp@rateé tuwn population of the COUnty .« The citie» and tﬂﬁns are

required to use the funds for the canscructlow, maintenanceg impravementg

144701&1& at .&m&. gec. 22 z
151bid.
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and lighting of streeis and alleys. Upon the approval of the county
exeise boavd the citids 4nd towns may tronsisr any surplgsvin the stroet
and alley fund to the general revenve fund vhenaver an emergency exnists
in the latter,l® ” | | )

Ao oceneise tax iﬂ imp@sed upau all aﬁgmhalic uﬁvex&ges imported ar
&awuiaetuxed in ha 3taum.- Of the tacai BIMOUnE cmllectad gram thig Lax,
'32 33 peraen& i@ aﬁ@axtiam&d to tha couwﬁzes, The aaunty treasurer in
ta 0 a@yortxans the receipts ta the various citxes and towne thhzn the

gtate. mhere ErE no #Qﬂﬂiti@ﬂﬂ attaahed to Lhe revaaua fxum the &meise

tas. ?ha citlem awﬂ towms may use the recoipts as they see fia 17

lﬁlbxé

W‘:ession Lave of m<1ahoma. 1959 p. 171,



APPENDIZ B
LEGAL FRAMEWORK OF GRANTS-IN-ALID

Grantg-in~ald are used exclusively to help finance primavy and
secondary education throughout the state. School disteicts veceive a
share of the grose production taxz, the rurdl clectric co-operstive cmeise
tax and auto and fapm truck license fees, In addition esch county we«
ceivas revenme appropriated by the lepislature for the following purposes:
vocational edncati@ngrspeaial education; fres text books; orphan tuition;
state bapic and equalization aid,

Vocational education is financed from federal, state and local
funds. The federal govermment requires that for every dollsar of federpl
funds spent on vocational education a matching dollar mugt come from
state or local funds or a combination of both,t
Tocational educatlon under the Federal Acts and the State Act of accept.
ance 1s administered in asccordance with staete plans submitted by the
State Board for Vocational Bducation, which mist be approved by the
E‘;m?h;.gffice of Bducation in order to provide for continuauce of Fedaral

The state grants aid to school districts if they conduct 2 opecial

education progrsm. School districts may organize special classes feor

1’1' Twem:g»mghth Biennm& Report of Ihe State Department of

The Twenty-Seventh Biennial Report of The State Departuwent of
Education Qf Oklahoma, 1958, p. L . 134,
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mentally retarded children when as many as five eligible children reside
within the distriect,3

The board of education is allowed to organize special classes when
ten or more educatable mentally retarded children live in the district.%
Special classes may be offered for all types of physically handicapped
children when five or more such children live in a school district.S
The money appropriated by the legislature to carry on a special education
program is apportioned by the State Board of Education on a teaching unit
basis in accordance with rules and regulations adopted by the board.®
The teaching unit is to consist of no less than ten children, in classes
for educatable mentally handicapped children, or five children in classes
for other exceptional children,’ Each school district is allowed, for
each teacher teaching exceptional children, an amount equivalent to
75 percent of the amount that is allowable for the salary of the teacher
in the minimm program for state equalization aid purposes.® If the
school district does not qualify for state equalization aid it is
allowed 50 percent of the amoun® which is allowable for the salary of
the teacher in the minimum program for state equalization aid purposes.
The amount to be paid to school districts for special education is in

S1bid.

6school Laws of Oklahoma, 1959, p. 75.
T1bid,

81bid.
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addition ¢o other state aid for which the disteict may qualify.? Other
appropriations to school districts providing special education include:
52,500 for physical and pecupationnl therapists; 32, for the ceacher,
por ¢hild taught for csch homs visit; slx cents o wile for teacher
travals $300 per pupil per yzar for home to school telephome ov lnkere
commnication syotem, il

& gystenm of free teut books was cstablished by the Oklahboma
Leglelature in 1948, The free toxt book appropriation by the legislaw
ture i3 divided by the cotal enrollment in the state o determine the
ner capita allotment for each child.!l The amount ellowed each sehosl
distriet fs based upon the nupber of pupils envplled the praceding
schonl year:lz
The control of the educatien of all children in the State of Oklshoma,
now located in or in control or custedy of any orphanage, charitable
insticution or organizetion. .  not woking provision for the cducation
of the children under its care or comtvol, from funds derived privately
gnd not derived from public tamation, is hereby vested in the local
board of education wherein such orphanage, charztable institution or
organization iz located.l?
The state provides the money for educating ovphan children in the public

schooly in which the ovphanage, not providing schooling, is locased. i

The Eighth Biennial Rﬁg@t t of The State Department of
Bducation of Oklshoma, 1960, p. 5i.

125¢ho01 Laws of Oklahoms, 1959, p. 89.
1310 pklohosa S¢, Ann. See., 151,

149p3d., sec. 153.
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The appropriscion by the leplsiaturc for wocational education aid,
special education aild and free text books for the f£iscsl year 195260

wos $628,778.47, $499,343,05 and §1,472,868.60 reapectively, The total

£y
A

or these theee programs was $2,618, 992,12, Homaover,  the total appro-

priation by the leglslature for all school ald auounted o -

Do 676,201,264 State aid for vocational education, speciel eduszation
and free text books amounted to only about & peveent of tha totsl state

“

24¢ appropriated by the lesislatuve for the fiscal year 1959+50, The.
gther 94 percent of the approprisgions was fov state basic, cpovetional
and equalization aid, 13

Tt bas been a prociice of long standing for the 8tate of Oklahoma
to provide stats ald for schools. The state begas issuiag state ald in
1@1@ when it appropriated élﬁﬂ 006 for ncady schools in the state, In
1??? &h@ logislature axaa&@& the atate equalwaat&@u fund, In the sams
yﬁar Lt wag ﬁfavaéﬁu LhS& one quartar of th@ Sross pr@éucti@m cam on pil
gad matuxai 348, not to auceed §1, 360.9@0 was to be apportiawed to the
state equalization Sund. In 1935 the anount contributed by the state
for equallization lncreased to $8,200,000 per year. In 1937 this anount
wag increased to $12,800,000 per year. Odnce chat time aﬁa legislature
has appropristed sufficient funds to guavantee g minimum program for all
schools in the sﬂa&a.lﬁ

"h@ twanty-samaﬂﬁ gsession of the Oklahoma Legislabure passed House

Bill number 120 which is the basis for the presaat aqualization program.i?

15Th Twauuznﬂighth Blennial xegorg ef Tha State
Education of Ciklahoma, 1960, p. 341.

16“. H. Emans, “State Aid and Public School Finance,” Twenty=
Biennial Report of The State Department of Education of Oklahoma, 19%2
p. 165,

Vrye Tuenty-Third Bicnnial Report of The State Department of
Edueation of thah s 1950, p. 158,
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The amount of wmoney for which a school district may qualify, under the
state equalizetion aid program, is determined by subtracting the amount
of the minimum program income from the cost of the minimum program.l®

The leglsglature hae defined the minfoum program and minimum pro-

gran income as follows:1?
I, Miniowm program:

A« ALL items of expenditure from the geneval fund exclusive of
teacher's salaries, transportation, and capital outlay st the
rate of twalve cents per pupil per day in attendance during
the preceding vese. WMo school district io to receive lass than
§200 per year por teachey fer such a purpose.

B. The basic schedule used as a basis for caleulatiog teachers'
salaries in the minimum program is a3 follows:

1. A teacher with a Bachelor's Degrec and no expericnce is to
receive a minimum salary of $3200.00 for the school year
1960-61, §3400.00 for the school year 1961-62 and $3600.00
for each school year thereafier. An additional 3100.00 per
year incerement is allowed for each year of teaching experi-~
ance but such increment is not to execeed $150.00.

& teacher with a Mastev's Degres is allowed 3209.00 zbove

fat]

the minimum program salary of a teascher with a Bachelor's
Degrec.

3. A teacher with a Doctor of Philosophy or a Doctor of Bduca~
tion Degree is allowed £200.00 move than the minioum program

salavy of a teacher with the Master'’s Degree.

1870 okla, St¢. Amn,, Bsc. 4.

¥1ni4., sec. 184,
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The aduministrative increments ave zs fellows:

1. A teacher serving as superintendent receives an incremant of
$3.00 per teacher per wonth but not o owxceed twenty teach-
BYs.

2. A prinecipal or teaching principal’s increment is $3.00 per

. keacher per month, but not to emceed twenty teachers.

3. Ho school district is granted increments ovr both superin-
‘gendent and principal unless the school district can qualify
for eight or more teachers and swinteing an aceredited high
school .

4, A school nuvse qualifies under the provisions of the minimum
program in the same manner as a teacher helding a Bachelor's

- Degreé. |

Any school distwict paying less than the ninisma salary schedule,

regardless of whether it qualifies for state equalization aid or

not, will bave the difference deducted from octote equalizestion
ald, basic ald, operational fund aild, gross production tax me-
celpts, auto license fee receipis, or any other funds which
would be pald by the state to the school distriet.

The ninimes program for tvansportation is based upon the average

number of transported pupils per sgquare mile in the preceding

year as follows:

. 303 $76.00 per year per pupil

2., .60; $58.00 por year pexr pupll

3. 1.00; $43.00 pef year per pupil

4, 2.00 to 2.99; $36.00 per year per pupil

5., 3.00 to 3.92; $32.00 per year per pupil



6. 40D o £.99; $29.00 per year par pupil

7. 5.00 o 5.99; $26.00 per year por pupil

§. 6.00 ¢o 6.99; $24.00 per year pov pupll

8, 7.00 £o 7.99; $22.00 per yeav psr pupil

16, 8,00 op wore; §15.00 per year por pupil

i1t, When the density is less than 40 ghe Btate Board of Hduca~
thon is avthorized to woke speclal adivstments £o meet the

Creasonsble, but not to exceed the actwal, cogt of transpore
tation.

12. A distviect correction £ipure is dotermined by dividing the
epst of travgportation in the distriet, for the previous
six years, by the miniomum progran for transportation ia the
district for the previous six years. The district corvec~
tion figure is npot Lo exceed 1.25.
~a) The avount of transpoveaticn winimum program for sach

district is determinad by mulciplying the average
number of pupils transporied daily duviap the preceding
year by the amount per pupil set our in the fovegeing
schedule and the resulting product mulciplied by the
district corrgction figuve.
{1} Tor ewxample, suppose the deuvsity figure 43 3.0 and
“the average number of pupliles transported is squal
£o 300.  Further assune thet the distriet corvec-
- tion figure is equal to 9. The miaimum
trangportation program flgure Ls computed as

follows: :
$36.00 x 300 = $10,800.00

$10,800 x .9 = §9,729.00
$10,800,00 + $9,720.60 = $20,520.00
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The tocal nusber of elementsry feachers in any school district
or which the atate will pay aild, on the basis of legal average
daily aitendance, 1o as follows:

1. In school districts havimg 15 to 27 pupils; one tescher.

2. In school districts having 28 to 32 pupils; two teachers.

3. In schosl districts having 53 to 77 pupila; three teachere,

4, In echool distyicts having 78 to 100 puplls; four teschera.
5. In gohool districts having 100 to 122 pupils; five teachers.
&. 1In school districts having 122 or more pupils; five teachers

are allowed for the first 122 pupils snd one beacher for
cach additional 26 students provided the district employe
the addicionsl teachess..
The State Board of Education is to declare a school distries
isolated and approve at least one teacher if the school house is

5 A

twelve miles, by commonly tvaveled zoad frow the school house of

- o

another district able to provide educationgl facilitisze includ-
ing tvanspovtation. The State Beerd of Educetion is alsgse o
approve at leest one tescher for amy school district where
transportation is provided and the scheol hua‘sarving tha digtrick
55 able, bwosuse of conditions of the road, to travel the school
wooks during the preceding year less than 90 percest of the
school days taught.

State equalization aid is uwet calcwlsted for any school district,
except as provided for in (§) above, where the attendance was
lese than f£ifteen average ﬁai}y'&tt@hdaﬂaa during the preceding



1. The toral ¢ r of teachors o an aserodiced junior and gealor
high school on which the state will pay aid, on the basis of
lopsl awerage daily attendaucs, 13 as £ollows:

1. In school distrists hawing 40 to 5% pupils; three teachers,

2. In school dlstrices haviag 55 to 72 pupils; four teachers.

3. In m»@a}. digtvicts having 72 or worve puplils: four teacless,
fore the fivet 72 puplils, ons teachor for each additional 28
pupile..

Fo  Awy high school distriet hoving fewer thao forty pupils is gleen

sae i more than

state aid for two teachers if the gohool b
swolve miles, by sommonly traveled vosd, from the school houte
of a distriet ablg fo provide edusap? amﬂ facilitics for all
kigh gohwol pepils.

B Any scbool meistaioing ¢ velwbursed voeational edscation progran

rocolves state smuallzation ald on the bagis of an additicaal
one~hali teaching anic for cach full tims wovational teacher
L. Any isolated accvedited high scheol distriet dnm the stato, offerw
ing twelve years of lestmaction, roecelves state aid on the basis
of & winfmom of three high school zoachers.
1. The sisimwm prageas {ncome includes the followlng:
A. The net assecased valuation of property in the school distvist
muleiplied by the rate of 13 mills.
1. A 10 porcent deduction is allowed frow t_:xie total for delin-
qusal Lamxes.
B. The county apportiowmsent which musi be 4t least 5 nills of the

15 mill gomeral purpose levy.
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The gross production tax.

The intangible tax.

The state apportionment.

The amount of basic aid allocated to the school district by the

State Board of Education.

The collections from the auto and farm truck license fees during

the preceding year computed on a per capita average daily

attendance basis.

Seventy-five per cent of the amount received by the school dis-

trict, the preceding year, from the proceeds of the county &

mill levy.

All other revenue which actually was or legally should have

been, collected during the preceding year, except the following:

1. proceeds from the sale of property; proceeds from the sale
of oil and gas royalties or leases when placed in the sink-
ing fund by resolution; surplus cash; taxes in the process
of collection; student laboratory and supply fees; income
from athletic contest, plays, programs, and other student
activities; tuition for junior college or approved nursery
and kindergarten instruction; imncome from cafeterias and
book stores; state aid for epecial education programs; fed-
eral aid to districts for Indian education; federal aid
payable under Public Law 874 and 815 of the 8lst Congress
as amended; federal grants for federal flood control rentals;
forest rentals, and submarginal land programs.

If a school district finds the cost of the minimum program is greater

than its minimum program income it qualifies for state equalization aid.



w9

The state distyvibutes vhe amount neccssary £or the school distwist te
provide a minimum program as defined in the low. I the niniaum program
income is equal to or greater than the cosk of the ninimum progran the
sehool district doss uot receive state equalization aid.

The purpose of state equalization aid is to assure at least a
minimum level of educational services throughout the state, I£ a school
district is capable of providing a program which is wore costly thas the
mindma pr;acri ed by the state 1t may do go.

in addition to equalization aid the state opportions basic aid to
school districts in the state at the amount of $12.5ﬁ timas the legal
avevaée daily sttendance of the previous school year. All school dipe
tricts providing twelve yzars of instruction and levying 15 mills on
tho odesced value of property recelve basic aid,QG

In fiseal year 1959-60 the state bopan issuing operational fund aid.
The operation fund 2id was get at $3.50 times the legel avevoge daily
sttendance for the first yoar. In the follewing yeavs opevationsl fund
aid increased as fﬁllbwa: $ 4.50 for 19606+61; $6.00 for 1963~§2§ £3.00
or 1964-83 and thercafter, E? order to qualify for operational fund
a2id the school district mnst maintain an clementary or high aschool in
the distyrict and Lt alse wust levy 20 mills for its general fund 21

Both basic and oporatlional fund aid are paid to the schopl distriet
regardless of whother ov ot 1t receivey state equalization aid, T%The

basic aid paid to the school distriet is included lu the mialmum program

Ay b
209134, , poc. 165
Ldypia.
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incone of the scheol district and chewreby rveduces the ampunt of state

pagualization sid it shall vecelve. However, the oporational fund aid is

2 it

not included in the winimm program income of the scheol district.
Permanent school fund

The proceeds frow the sale of land granted to the state by the

;«;

nags

=

onal govermmsut and 55,000,000 granted in lieu of land in the Indian
Purritory constitutes the permoment school fund, The principsl of the
fund is held io rrust by the gtate. The income acevuing from the fund
i used for the maintensnce of couwnon schools. The income from che fund
is apportiouad monthly, by the comnissioners of ¢he land uffice; anong
all the school districts of the state. The apportiomment to cach couuky
ig made in the proportion which the numboer of chilldeen ¢ver the ape of
8i% years and under the age of twenty-one yeavs living ian the coundy
bears to the total muaber of children begtweoen the ape of sin and twenty-

g years living in tho state. 22

*2school Laws of Ollohoma, 1959, p. 135.
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