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The Oklahoma Academy is a statewide nonprofit, nonpartisan, membership
organization founded by Governor Henry Bellmon in 1967, and revitalized
by him in 1985, to bring public attention to policy issues, provide objective,
thorough research and act as a catalyst for positive change.
The Mission of the Oklahoma Academy is to identify issues facing
Oklahoma, provide well-researched, objective information, foster
nonpartisan collaboration, develop responsible recommendations, and
encourage community and legislative action.
The Vision of the Oklahoma Academy is to empower Oklahomans to
improve their quality of life through effective public policy development and
implementation.
The Academy Process identifies areas of need and problems facing
Oklahoma, conducts research on identified critical issues, and develops long
range goals, consensus recommendations, and agendas for action.
Through the Town Hall conference process, forums and summits, the
Academy increases citizen awareness, encourages civic engagement and
sets the stage for thoughtfully improving Oklahoma.

Moving Ideas Into Action

The Oklahoma Academy, 401 West Main Street, Suite 390, Norman, OK 73069
405.307.0986 (phone) 844.270.4690 (fax) Email: julie@okacademy.org
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Dear Town Hall Member Participant:
The examination of our state budget, spending priorities, and available tax
revenue is critically important. You have accepted an important challenge to do
just that. We all recognize what an opportunity this is. We cannot recall when it
has ever been done this comprehensively.
By accepting your invitation to participate, you have promised to be prepared.
This resource book was assembled to help you do that. And you have also
accepted the responsibility to represent others in your geographic, demographic,
and vocational area. Preparation is both critical and fundamental to informed
dicussion. The success of any Town Hall is dependent upon the preparedness of
its participants. As a Town Hall your voice can be heard, should you so choose.
I want to thank our two Town Hall Co-Chairs, Howard Barnett and Dan Boren.
They have collaboratively led a committee of interested Oklahoma leaders in
developing the details and specifics of this Town Hall.

Julie Knutson
President and CEO

Behind the scenes are people like Jamie Wade, Administrative Assistant/Town Hall Coordinator, and Lori
Harless, our newest staff member who specializes in database/graphics research. I am most appreciative
of their focus and their work.
I would be hugely remiss if I did not acknowledge and give special praise and thanks to Craig Knutson
and Mike Lapolla, two volunteers who have produced our Town Hall Resource Book every year since
2001. This is Mike’s final year of service to the Town Hall. During is tenure with the Academy – when
asked to do anything - he’s always said “yes, I’ll be happy to help!” I am most sincerely grateful for Mike’s
dedication, and for his friendship.
Your assignment and role is to take full advantage of your unique opportunity. Be prepared. Listen,
speak, and learn. The work of the Town Hall is much easier, more fun, and more satisfying to those who
have prepared themselves.
Enjoy your Town Hall!
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NOTES
This is a resource document for you to use.
Take notes, highlight, use as a textbook.
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Town Hall Silver Sponsors
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Economic Research and Policy Institute

The University of Oklahoma
Price College of Business
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SPONSOR OF TOWN HALL UNIVERSITY STUDENTS
University of Arts and Sciences of Oklahoma
TOWN HALL GENERAL SPONSOR
Enid Regional Development Alliance
OKLAHOMA ACADEMY MEMBER PARTNER INVESTORS
The Oklahoma Academy celebrates the consistent support from companies,
institutions, organizations and individuals that are committed to the art of civil
discourse, consensus driven dialogue, and perspective sharing on critical issues.
We are grateful to our Member Partner Investors who provide an annual
investment in support of all of the Oklahoma Academy programs and events.
Consensus Partners
Devon Energy
OGE Energy Corp.
Collaborator Partners
AT&T
BancFirst
BCBS of Oklahoma
Chickasaw Nation
Choctaw Nation
INTEGRIS Health
Public Service Company of Oklahoma
Tulsa Community College
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October 2015
It has been our pleasure to Chair this 2015 edition of The Oklahoma Academy’s Town Hall: Priorities:
The Government and Taxes We want. This is an ambitious effort to have our Town Hall participants look
closely at what we in Oklahoma spend our tax money on and how we raise that money, with a view to
determining if we have our priorities straight.
We hope to have you, our participants, provide some guidance to our legislators and Governor as they
grapple with what will no doubt be another tough budget year in FY 2017. We all followed with great
interest the struggles they had in crafting an FY 2016 budget in the face of a $611 million hole. If we
can reach consensus on our priorities, that could be an enormous benefit for the next budget debates. The
Town Hall is your opportunity to try to find a better way.
As you review this resource document, you will find many areas of government which need and deserve
more funding. You may be tempted to just say “we’ll raise taxes to cover it”. While we certainly want
a healthy debate on the appropriate taxes and their level, we need to do so with reality in mind. We live
under the sway of State Question 640 which mandates either a vote of the people to increase taxes or a
vote of 75% of both houses of the legislature – a political impossibility.
Our point in stressing this is that we want recommendations which have some realistic chance of
influencing the choices our elected representatives make. That means, for the most part, making the
same hard choices they must make and prioritizing where we spend our money. If we want more money
for, say, K-12 education, what agency’s budget gets cut to pay for it? We hope that the views from the
diverse participants in the Town Hall will begin a process that will lead to better prioritization in how
Oklahoma spends our tax dollars.
In closing, we want to thank you for being willing to spend the time to come to the Town Hall and take
this opportunity to make a difference. Please also take the time to read this excellent resource document.
The budget is complicated and you will be a much better participant if you have familiarized yourself
with its ins and outs. Thanks again for your willingness to participate in this important endeavor. And, it
should be fun too!

Howard Barnett

Dan Boren
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2015 Town Hall Leadership

Howard G. Barnett, Jr., President
Oklahoma State University-Tulsa

Dan Boren, President
Corporate Development, Chickasaw Nation

Howard Barnett was appointed by the OSU/A&M
Board of Regents as president of OSU-Tulsa on
Oct. 5, 2009. In March 2010, the Board of Regents
expanded Barnett’s role to serve as president of
the OSU Center for Health Sciences in addition to
president of OSU-Tulsa.

Before joining the Chickasaw Nation, Dan
represented Oklahoma’s 2nd Congressional
District in the U.S. House of Representatives for
four terms before retiring in 2013. Prior to his
election to Congress in 2004, Dan served in the
Oklahoma House of Representatives and was the
first freshman state lawmaker ever to be elected as
Caucus Chairman.

The consolidated leadership position for the
university’s operations in Tulsa helped strengthen
academic and medical operations in Tulsa. After
overseeing the successful transition of the medical
school’s teaching hospital to state hands, he
returned his full attention to OSU-Tulsa in 2015.

Dan continues to find ways to contribute to his
community. He currently serves on the boards of
The Jasmine Moran Children’s Museum, National
Rifle Association, FATE (Fighting Addiction
Through Education), Joe Foss Institute, Seminole
State College Educational Foundation, OU
Children’s Hospital Foundation, Ekso Bionics,
Notah Begay Foundation (NB3), Grisso Mansion
of the Seminole Nation, Otologic, IBC Bank,
Canterbury Choral Society, Oklahoma Academy,
OKC Boathouse Foundation and the Oklahoma
City Museum of Art.

Before joining OSU, Howard was managing
director of TSF Capital in Tulsa. He earned a juris
doctorate from Southern Methodist University and
a bachelor’s degree in business administration from
the University of Tulsa.
A life-long Tulsan, he served as chief of staff for
Gov. Frank Keating and as the Oklahoma secretary
of commerce.

Dan earned his B.S. in Economics at Texas
Christian University and a M.B.A. in International
Business from the University of Oklahoma. He
currently resides in Edmond, OK with his wife,
Andrea, and their two children, Janna and Hunter.

Howard is also a former chairman of the Tulsa
Metro Chamber, Leadership Oklahoma and The
Oklahoma Academy, among other organizations
with which Barnett has served.
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Research Production Team

LORI HARLESS
Lori Harless is the Database/
Graphics Research Assistant at
the Oklahoma Academy.
She is a native of Tahlequah, OK
and a member of the Cherokee
Nation, MOB (Making OKC
Beautiful), and Young Nonprofit
Professionals Network of OKC
Lori has an undergraduate
degree in Political Science from
Oklahoma City University, and a
Master’s of Science degree from
the OCU Meinders School of
Business.

CRAIG KNUTSON
Craig Knutson is responsible
for the strategic focus and
information content in this Town
Hall Research book.
Craig is a double graduate from
the University of Oklahoma.
He is President/Principal
of Growing Global, LLC, a
consulting firm focused on
expanding opportunities and
profits for organizations seeking
a global presence.

Lori also works at the OCU
School of Law, where she is the
Program Coordinator for the
American Indian Wills Clinic,
and is also the Chief Operations
Officer of Advocates for Native
Issues, LLC.

Craig was Chief Economist
for SBC-Oklahoma, Chief
of Staff at the Oklahoma
Insurance Department and
Oklahoma City University,
President of e-Conographic
Consulting Services, as well as
transportation planning engineer
in both Tulsa and OKC.

Lori’s interest in Oklahoma
History, Politics, and Tribal
Issues through the state
legislative process has
committed her to learning
strategies that could be
beneficial to all Oklahomans

He is Chairman of the Potts
Family Foundation and an
active board member for several
organizations, including the
Oklahoma Center for Nonprofits
and the Oklahoma Academy for
State Goals.
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MICHAEL LAPOLLA
Mike Lapolla has organized
and produced each Town
Hall resource book since the
Academy adopted the format in
2001. This is the16th book.
He is a native of New York but
he and his family have lived in
Tulsa since 1976.

JAMIE WADE
Jamie Wade coordinates the
flow and processing of all
content in the Academy Town
Hall Research book. She is
from an Air Force family that
has served in Falls Church, VA,
Nashville, TN, Tennessee, Rapid
City, SD and Misawa, Japan.

Mike has been an Academy
member since 1988 and has
served on the Board of Directors
and Executive Committee of the
Academy for over 20 years. He
received the inaugural Academy
Key Contributor Award in 2001

Jamie graduated from high
school in Norman. She earned
a BA in Asian Studies from
Oklahoma City University,
and a Master’s degree from
in International Policy from
the Monterey (CA) Institute of
International Studies.

Mike is a graduate of West Point,
is an Army veteran and earned
a Masters degree in Healthcare
Administration from Trinity (TX)
University in San Antonio

In 2011, the Institute produced
more Fulbright Fellows per
capita than any other graduate
school in the US. Jamie also
studied abroad in Tianjin, China.

He retired from the University
of Oklahoma in 2010 after a
35 year career in Oklahomafocused health management and
policy research. Mike has also
worked at the Oklahoma Medical
Research Foundation and
Oklahoma State University.

Prior to joining the Academy
staff, Jamie worked as an
analyst for the Defense
Intelligence Agency in
Washington.
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Town Hall Contributing Authors
Oklahoma’s Cabinet Secretary of Health and Human Services Under
the Administrations of both Presidents George W. Bush and Barack
Obama, Dr. Cline served as Health Attaché at the U.S. Embassy in
Baghdad, Iraq. From 2006 – 2008, Dr. Cline served as Administrator
for the federal Substance Abuse and Mental Health Services
Administration (nominated for this position by President George W.
Bush). A native of Ardmore, OK, he earned a bachelor’s degree in
psychology from the University of Oklahoma and a master’s degree
and doctorate in clinical psychology from Oklahoma State University.

DEWEY BARTLETT, JR.
Mr. Bartlett was re-elected in 2013 for a
second term as the 39th Mayor of Tulsa
and has also served as the President of
Keener Oil & Gas Company since 1994.
Mayor Bartlett graduated from Southern
Methodist University with a master’s
degree in Business Administration in
Finance.Son of an oilman, Oklahoma
Governor and U.S. Senator, Bartlett’s
legacy spans decades of integrity and
conservative values. His commitment
to public safety, economic development, fiscal responsibility,
sustainability, and quality of life issues demonstrates his heart and
vision for Tulsa: to improve the quality of life for all Tulsans.

MICK CORNETT
The world has taken notice of Oklahoma
City and its popular, four-term Mayor, Mick
Cornett. One of Newsweek’s “five most
innovative Mayors in the country,” Cornett
was named the No. 2 Mayor in the World
by London-based World Mayors and
Public Official of the Year by Governing
magazine. He is Vice President of the
US Conference of Mayors and becomes
President of the organization in 2016.
Internationally known for putting Oklahoma City “on a diet,” Cornett’s
TED Talk on the latter has been viewed by more than 1.4 million
people. He led the charge for MAPS 3, an innovative $800-million
investment in parks, transit, and health-related infrastructure that will
dramatically reshape Oklahoma City and enhance the quality of life of
its residents.

DAVID BLATT, PHD
Dr. Blatt helped found Oklahoma Policy
Institute in 2008 and became the
organization’s Executive Director in
2010. David’s work involves conducting
research, writing papers, and giving
public presentations on state budget
and tax policy, poverty, health care, and various other subjects. He
writes a weekly column, Prosperity Policy that appears in the Journal
Record and is a frequent contributor to the editorial pages of the
state’s leading newspapers. David previously served as Director of
Public Policy for Community Action Project of Tulsa County and as
a budget analyst for the Oklahoma State Senate. He has a Ph.D.
in political science from Cornell University and a B.A. from the
University of Alberta.
JONATHAN BUXTON
Mr. Buxton joined the State Chamber
in 2012 as Vice President of Policy
Development and Government Affairs
lobbying in the areas of health care,
workers’ compensation and pension
reforms. In October 2014, he was
promoted to Senior Vice President of
Government Affairs. In this role, Jonathan
oversees the lobbying efforts of the State
Chamber and handles specific issue
areas of Economic Development and Taxation as well as Workers’
Compensation. Prior to the State Chamber, Jonathan served as
Research and Policy Analyst for the Speaker of the Oklahoma House
of Representatives.
TERRY CLINE, PHD
Dr. Cline began his tenure as Oklahoma’s
Commissioner of Health June 30, 2009.
He is the 20th State Health Commissioner
to serve since the position was created
in 1907. In 2011, Gov. Mary Fallin
appointed him to serve concurrently as
© 2015 The Oklahoma Academy Town Hall

PRESTON DOERFLINGER
Mr. Doerflinger was appointed secretary of
finance and revenue by Gov. Mary Fallin
on Jan. 19, 2011. He also serves as the
director of the Office of Management and
Enterprise Services (OMES), the state’s
central finance and operations agency.
Since joining the Cabinet, Doerflinger
has become known as the governor’s top
problem solver and a leader in her efforts
to modernize state government. He is also
the governor’s lead budget negotiator with
the Legislature. Prior to his appointment
to state service, Doerflinger founded and
served as chief executive officer of PLD Management, a business
consulting and investment firm, in addition to founding several health
care and supply companies. In 2009, he was elected city auditor of
Tulsa. He received a bachelor’s degree in
organizational leadership from Southern
Nazarene University.
RUSSELL EVANS, PHD
Dr. Evans serves as the Executive
Director of the Steven C. Agee Economic
Research at Policy Institute at the
Meinders School of Business, Oklahoma
City University. Dr. Evans also serves
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as the Director of the Center for Regional Economic Forecasting,
Development, and Policy within the institute. Dr. Evans holds
undergraduate and graduate degrees in economics from Oklahoma
State University and lives in Oklahoma City with his wife, three
daughters, and son.

JOY HOFMEISTER
Ms. Hofmeister was elected Oklahoma’s
14th Superintendent of Public Instruction
in November 2014. A former public
school teacher and small business
owner, Hofmeister has devoted her life to
teaching students and promoting higher
student achievement. Ms.Hofmeister
served on the Oklahoma State Board of
Education from January 2012 through
April 2013 as an appointee of Gov. Mary
Fallin.

GOVERNOR MARY FALLIN
In 2010, Mary Copeland Fallin was
elected the first woman governor of
Oklahoma. She was re-elected in 2014
to her second term by a 15-point margin,
carrying 71 out of 77 Oklahoma counties.
Since Fallin took office in 2011, Oklahoma
has consistently ranked among the top
states for job creation in the nation. Prior
to serving as governor, Fallin served two
terms as a state representative before
becoming Oklahoma’s first Republican
and first woman lieutenant governor in 1995. After serving as
lieutenant governor for 12 years, Fallin served two terms in the U.S.
House of Representatives from 2007 to 2011. Governor Fallin has
signed bills to modernize and streamline government operations, cut
the income tax, increase compensation for public employees, and
address the state’s fiscally unstable pension system. She has also
signed into law historic lawsuit reform and a complete overhaul of the
state’s workers’ compensation system.

In the private sector, she has spent 15 years operating Kumon Math
& Reading Centers of South Tulsa, which works through parent
partnerships to ensure higher academic achievement for children.
During that time she has personally worked with more than 4,000
students to improve their educational outcomes. Joy graduated with
a bachelor’s degree in Education from Texas Christian University,
and holds teaching certificates in English and Elementary Education.
She is earning her master’s degree in Education Administration
with a specialty in Education Policy and Law from the University of
Oklahoma.
GLEN D. JOHNSON
Chancellor Glen D. Johnson serves as
chief executive officer for the Oklahoma
State System of Higher Education.
He leads a state system comprised of
25 state colleges and universities, 10
constituent agencies, and two higher
education centers. Johnson provides
leadership on standards for Oklahoma
higher education, academic programs of
study, budget allocations for institutions,
tuition and fees, and strategic planning.
Previously, Johnson served as president of Southeastern Oklahoma
State University for ten years and as director of public policy and
adjunct professor of law at the University of Oklahoma College of
Law. From 1982 to 1986, Johnson served in the Oklahoma House of
Representatives and was Speaker of the House from 1990 to 1996.
Johnson was inducted into the Oklahoma Hall of Fame in 2006.

NICO GOMEZ
Mr. Gomez was appointed CEO of the
Oklahoma Health Care Authority (OHCA)
on Feb. 1, 2013. Prior to serving as CEO,
Mr. Gomez served five years as deputy
CEO responsible for communication
with state legislative and congressional
officials as well as leading several OHCA
business units, including government
relations, public information, reporting
& statistics, tribal relations and child
health. Mr. Gomez earned a degree in
journalism and public relations from the University of Oklahoma, and
has a Master of Business Administration degree with an emphasis in
health care
MICKEY HEPNER, PHD
Dr. Hepner is an economist and Dean
of the University of Central Oklahoma’s
College of Business. His research has
been published by several national policy
think tanks including the Urban Institute,
the Heritage Foundation, and the Cato
Institute. In Oklahoma, he serves on the
Boards of Directors for the Oklahoma
Academy and the Oklahoma Council
for Economic Education. In 2007, the
Carnegie Foundation named him the
Oklahoma Professor of the Year for the Advancement of Teaching.
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ED LAKE
Ed Lake has served as the Director of
the Oklahoma Department of Human
Services (DHS) since November 1,
2012. Ed came to Oklahoma from
Nashville, Tennessee where he worked
at almost every level of the Tennessee
Department of Human Services from
1973 until retiring in 2011 as the deputy
commissioner. Having had extensive
experience with organizational change
and comprehensive restructuring of the
Tennessee DHS, Lake has managed the restructuring of Oklahoma’s
DHS and the reform of the state’s foster care system which began
shortly before he arrived in 2012. He holds a bachelor’s degree in
social work from East Tennessee State University and a master’s
degree in Social Work from the University of North Carolina.
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MARCIE MACK
On Jan. 16, 2015 the Oklahoma State
Board of Career and Technology Education
named Marcie Mack the eighth state
director. She began at the agency in July
2013 and served as deputy state director/
chief operations officer. In August 2014
she was named interim state director.
Marcie previously served as assistant
superintendent at Autry Technology Center,
one of the 29 technology centers within
the CareerTech System. She earned a doctorate in educational
administration and leadership from Oklahoma State University, where
she also completed her master’s degree in telecommunications
management. Marcie also earned a bachelor of science degree in
education at Oklahoma State University.

MICHAEL NEAL
Mr. Neal, CCE, CCD, HLM, IOM, serves
as president and CEO of the Tulsa
Regional Chamber where he leads a
full-time professional staff of 70 in the
areas of regional economic development,
convention and visitor development,
government affairs, education, workforce
development, small business, sports,
young professionals, downtown and
river development, political action and
membership services. Under his leadership, the Tulsa Regional
Chamber is the only Chamber in America to earn three accreditations.
Neal currently serves on numerous boards and commissions.
He is a Life Member of Leadership Oklahoma and Leadership
Louisiana, serves as a member of the Governor’s International
Team, International Economic Development Council, Oklahoma, City
of Tulsa’s Arkansas River Infrastructure Task Force, among other
community and non-profit service organizations he serves.

SCOTT MEACHAM
As President and CEO, Mr. Meacham
leads i2E’s efforts to create jobs and
promote entrepreneurship in Oklahoma.
i2E helps grow Oklahoma’s economy
through the development of and
investment in small businesses with the
potential for growth. Scott served as
the 17th State Treasurer of Oklahoma,
an office he held from June 2005 until
January 2011.In addition to his duties
as State Treasurer, Scott served on the
governor’s cabinet as Secretary for Finance and Revenue from
January 2003 until January 2011. He served as State Finance
Director from January of 2003 until June of 2005. Scott formerly
served as Chief Executive Officer, General Counsel and Lending
Supervisor of First National Bank & Trust of Elk City and is currently
an Advisory Director with Crowe & Dunlevy.

KENT OLSON, PHD
Dr. Olson is a Professor of Economics,
Emeritus, at Oklahoma State University,
where he taught and conducted research
from 1974-2006. He has authored many
studies related to Oklahoma’s state
government finances, including several
projections of the state’s structural budget.
During his time at OSU, Olson taught
more than 10,000 students. His teaching
honors and grants include the National
Education Act Fellowship and the Haynes
Foundation Fellowship. In addition, he is a
member of the Phi Kappa Phi National Honor Society and has been
recognized by Who’s Who in American Men and Women in Science.
Kent received a bachelor’s degree in economics from the University
of Arizona, and both a master’s and a doctoral degree in economics
from the University of Oregon.

KEN MILLER
Mr. Miller is the 18th State Treasurer of
Oklahoma. He protects and manages more
than $22 billion, safeguards the financial
health of the state, promotes responsible
fiscal policy, and operates the state’s
unclaimed property and college savings
programs. Mr. Miller earned a Ph.D. from
the University of Oklahoma, a M.B.A. from
Pepperdine University and a bachelor’s
degree in economics and finance from
Lipscomb University. He is a tenured
economics professor at Oklahoma Christian
University. Miller previously served in the Oklahoma House of
Representatives, chaired the Appropriations and Budget Committee,
and guided Oklahoma through the largest spending cuts in state
history while maintaining delivery of core government services.
Miller is known as an influential voice on major initiatives in areas of
taxation, budget and incentives.
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MIKE PATTERSON
Mr. Patterson was appointed Executive
Director of the Oklahoma Department of
Transportation in April 2013. Since his
career began with the agency in 1980,
he has held the positions of Comptroller,
Director of Finance and Administration
and Deputy Director. Patterson is an
Oklahoma City native with a bachelor’s
degree in Accounting and a master’s
degree in Finance from the University
of Central Oklahoma. Patterson serves as vice chairman of the
Standing Committee on Finance and Administration for the American
Association of State Highway and Transportation
ROBERT PATTON
Mr. Patton was appointed director of the Oklahoma Department of
Correction in January, 2014 by the Oklahoma Board of Corrections.
In his role, he is responsible for the personnel, who provide custody
and control of over 56,000 offenders being held in state facilities,
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private prisons and community corrections
centers, as well as management of
offenders under probation and parole
supervision.He began his career as a
correctional officer in July 1985 at the Fort
Grant Unit in Safford, Arizona. Throughout
his career, Patton has worked in every
custody level as an officer, as a warden at
several facilities and as an administrator
in several capacities while in Arizona,
Nebraska and now as director of the
Oklahoma Department of Corrections.

As a 31 year member of the military, Thompson was promoted in
2014 to Brigadier General. He currently serves as the Assistant
Adjutant General for the Oklahoma National Guard. Thompson is
a proud veteran of the Iraq war. Thompson holds graduate degrees
from Oklahoma State and the US Army War College. Thompson is
married and has two adult children.
TERRI WHITE
Ms. White is commissioner for the
Oklahoma Department of Mental Health
and Substance Abuse Services, and
a passionate advocate for individuals
experiencing mental illness and addiction.
Under her leadership, ODMHSAS has
become nationally known for many of
its program and services. White was
Oklahoma’s first female Secretary of
Health, serving for Gov. Brad Henry.

GENE PERRY
Mr. Perry is Policy Director of the
Oklahoma Policy Institute. He is a
native Oklahoman and a graduate of the
University of Oklahoma. He serves on
the board of the Oklahoma Sustainability
Network, is a member of the Oklahoma
Academy and Investigative Reporters and
Editors, and chairs the communications
advisory committee for the State Priorities
Partnership, a national network of state
fiscal policy organizations.

She was recognized by The Journal
Record as one of Oklahoma’s top
“Achievers Under 40” and is a three-time honoree of The Record’s
“50 Women Making a Difference.” White received the 2014 “Kate
Barnard Award” from the Oklahoma Commission on the Status of
Women, and is an inductee of OU’s Anne and Henry Zarrow School
of Social Work Hall of Fame. White received both her MSW and BA in
Social Work from OU.

JONATHAN SMALL
Mr. Small serves as Executive Vice
President for the Oklahoma Council of
Public Affairs. Previously, he served as a
budget analyst for the Oklahoma Office
of State Finance, a fiscal policy analyst
and research analyst for the Oklahoma
House of Representatives, and director
of government affairs for the Oklahoma
Insurance Department.

KEITH WILSON
Mr. Wilson was appointed Executive
Director for the Office of Juvenile Affairs
for the State of Oklahoma by their Board
of Directors on August 24, 2012. Mr.
Wilson assumed responsibility on August
31, 2012 following a retirement of just
over one year. The Executive Director is
responsible for supervision of more than
700 employees, relationship with more
than 50 contractors and two juvenile
institutions.

His work includes co-authoring “Economics 101” with Dr. Arthur
Laffer and Dr. Wayne Winegarden, and his policy expertise has been
referenced by The Oklahoman, the Tulsa World, National Review,
the L.A. Times, The Hill, the Wall Street Journal and the Huffington
Post. A recipient of the American Legislative Exchange Council’s
prestigious Private Sector Member of the Year award, Jonathan is
nationally recognized for his work to promote free markets, limited
government and innovative public policy.

Prior to being appointed as Executive Director, Mr. Wilson worked
as a Public Defender out of Woodward, Oklahoma. In that capacity
he represented both adults and juveniles. While working as a Public
Defender, Mr. Wilson represented clients in Dewey, Ellis, Harper,
Major, Texas, Woodward and Woods Counties. Mr. Wilson holds a
B.A. in Education from Oklahoma State University and a Juris Doctor
from the University of Oklahoma, College of Law.

MICHAEL THOMPSON
Mr. Thompson was appointed as
Secretary of Safety & Security by
Governor Mary Fallin in January
2011. Thompson also serves as
the Commissioner of the Oklahoma
Department of Public Safety. In his dual
roles, Thompson has a liaison relationship
with all of Oklahoma’s state public safety
related agencies and is the appointing
authority responsible for the daily
operations of DPS which includes the
Oklahoma Highway Patrol.
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Section 1

OKLAHOMA BUDGET PROCESS
A DISCUSSION OF HOW OUR STATE BUDGET IS PREPARED

WHERE IT COMES FROM
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“The Legislature passes no more important bill every year than
the state budget. It takes time to comb through a bill with 184
sections. Many questions should be asked about the various
revenue funds tapped and decisions made that can’t be raised
during the final days and hours of a hectic adjournment session.”
David Blatt
Oklahoma Policy Institute, Journal Record, 5.28.15

“What’s interesting is that lots of people are on different sides
of the issue on whether government has enough money, but
people on both sides of the ideological spectrum agree that
Oklahoma’s budget process is not open and doesn’t facilitate
good long-term decision making”.
Jonathan Small
Oklahoma Council for Public Affairs, Daily Oklahoman, 6.6.15
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How The Budget Is Prepared

Preston Doerflinger, Director, Office of Management and Enterprise Services (OMES)
Appropriations are allocations of state money
sent annually to agencies by the governor and
Legislature for the purpose of fulfilling agency
duties. While state government will spend much
of the $24 billion at its disposal for the Fiscal Year
2016 budget, just $7 billion of those dollars are
appropriated. The other $17 billion is comprised
of federal funds spent at the direction of the
federal government or state agencies, mandatory
spending enacted by policymakers in prior years,
fees or other revenues collected by agencies and
often spent at the direction of agency leaders or
governing bodies, reserve funds, and a wide variety
of sources.
Because appropriations represent the dollars most
closely controlled annually by elected officials,
this column will discuss the budgetary process for
those appropriations. The appropriations process
lasts for the duration of the state’s July 1 to June
30 fiscal year, with key milestones occurring in
October, December, February and June.
OCTOBER
In October, agencies are required to submit budget
requests for the next fiscal year. This submission
marks the beginning of the appropriations process
in earnest. Agencies make budget requests to
the governor via the Office of Management and
Enterprise Services (OMES) and the Legislature
via each chamber’s respective appropriations and
budget committees.
In these requests, agencies present their desired
budgetary picture for the next fiscal year by
detailing how funds would be allocated if received.
In addition to breaking down whether the money
would go to salaries, equipment, office space or
other functions, the requests often describe which
programs will be funded, what those programs
do, whether the programs are statutorily required
and why the agency believes those programs are
important to the state.
Budget Priorities: The Government and Taxes We Want

Not surprisingly, agencies often use these requests
to advocate for more appropriated money to
fulfill their missions. Requests for additional
appropriations routinely approach or exceed more
than $1 billion annually.
While some new money requests are legitimate,
the volume of new spending requested each year
presents a daunting task for the individuals charged
with sorting through those requests and prioritizing
them based on available resources. These
individuals almost always include the governor and
governor’s budget staff, legislative leadership and
staff, and legislative budget committee members
and staff.
Each group spends time throughout the fall and
winter scrutinizing every agency’s budget request.
The governor’s budget staff at OMES meets with
agencies to review their requests while legislative
committees hold hearings to do the same.
Additionally, it is during this time when agencies
with unique budgetary needs begin meeting oneon-one with key budgetary personnel such as
the governor’s finance secretary and legislative
appropriations chairmen to begin a dialogue
that typically stretches into and throughout the
upcoming legislative session.
DECEMBER
In December, the process shifts from expenditure
requests to revenue estimates. Every December,
the state Board of Equalization meets to provide
the first estimate of revenues available for
appropriations in the next legislative session. The
board works with multiple agencies and economists
to makes its revenue projections.
The projection the board makes in December
provides the first glimpse at the amount of money
available for appropriations for the next fiscal
year and is used by the governor to develop the
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tempore and House speaker. Once an agreement is
reached, the terms of the agreement are placed into
appropriations bills that are then voted on by the
Legislature and, if passed, sent to the governor for
consideration.

executive budget proposal made to the Legislature
each session.
FEBRUARY
In February, the Legislature convenes and the
governor presents the executive budget proposal
during the State of the State address on the first
day of session. While the executive budget
proposal has no force of law, it serves as a signal
of the governor’s budgetary priorities and marks
the beginning of budget negotiations with the
Legislature that will occur throughout session.
On the third Tuesday in February, the Board of
Equalization meets to make a second revenue
estimate. This estimate, based on more current
data than the December estimate, holds more
weight than the previous estimate because it is
the figure the governor and Legislature will use
to begin building what will become the enacted
appropriated state budget.

The Legislature has a wide variety of options when
drafting these bills. It can tightly control agency
spending through budget limits bills that often
include descriptive line item instructions on how
money appropriated to an agency is to be spent.
It can also allow agencies leeway to determine
how to spend appropriated funds by making
a general appropriation to the agency without
specific instructions on how to spend the money.
Or it can choose a hybrid approach with line item
instructions for some appropriated dollars and no
instructions for other appropriated dollars.
The Legislature can also decide whether to place all
agency appropriations into one omnibus spending
bill or to place each agency’s appropriation into
separate bills so legislators can vote on each
agency’s budget individually. Different approaches
are taken in different years for a variety of reasons.

However, the figure the board provides is not
the only revenue at budget writers’ disposal. The
governor and Legislature almost every year use
longstanding legal authority granted to them to
bring additional revenues into the budget beyond
the certified revenue estimate made by the board.
As a result, almost every appropriated budget
contains additional funds not considered by the
board but accessible via actions of the governor
and Legislature.
For the rest of the legislative session, the governor
and legislators will work with agencies to
determine appropriations levels for the upcoming
fiscal year. While all legislators play some role
in the budgeting process through the various
committees on which they serve, the most
significant budgeting work occurs in private
negotiations between the governor’s budget staff
and a small handful of legislators and legislative
budget staff.

JUNE
In June, once the appropriations bill or bills
has been approved by the governor, the Board
of Equalization meets again to adjust revenue
estimates based on any law changes made during
the prior legislation session. Throughout the month,
agencies submit detailed budget work programs
to OMES outlining how they intend to use the
funding allocated to them by the governor and
Legislature for the next fiscal year. OMES must
then approve those budget work programs, which
are used by OMES and agencies throughout the
fiscal year to monitor agency spending to ensure
agencies are operating within acceptable budgetary
parameters.

The final appropriated budget is typically
announced in the closing weeks of the session upon
agreement by the governor, Senate president pro

With budget work programs are in place, the
process restarts as agencies then turn to preparing
budget requests for the next fiscal year.
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Oklahoma’s Structural Budget: Deficits Ahead

Kent Olson, PhD, Professor of Economics Emeritus, Oklahoma State University Stillwater
The structural budget in this analysis is the same
as the state’s Appropriations Budget, plus money
earmarked for transportation in the state’s ROADS
Fund. The base year is 2014 and the projection
period is 2015-2030. Projections are based on
methods and statistics applied to the principal
revenues and expenditures in the budget, as
outlined in detail in the Appendix.

In 2014, the Oklahoma Legislature approved a
balanced Appropriations Budget for Fiscal Year
2015, as required by the Oklahoma Constitution.
But a balanced Appropriations Budget doesn’t
necessarily reflect a healthy spending plan. Budget
experts often construct a Structural Budget for that
purpose.

Figure 1 traces the projections of revenues and
expenditure needs and indicates a growing gap
between the two - Oklahoma’s future deficit in
the Structural Budget. Unlike in the actual 2015
Appropriations Budget, there is an initial gap; one
consistent with the Legislature’s struggle to balance
the 2015 Appropriations Budget with off-budget
money in the face of a $611 million shortfall in
certified revenues.

An Appropriations Budget compares expenditures
and expected revenues. In Oklahoma, where the
constitution makes it extremely difficult to enact
tax increases, expected revenues have constituted a
virtual cap on expenditures.
A Structural Budget compares expenditure needs
with expected revenues. Expenditure needs
are expenditures that will be needed to cover
increases in prices paid by government agencies
and increases in client populations of current
government programs. Expenditure needs are not
constrained by a revenue cap. Prices are those paid
by government agencies for goods and services.
They are not the same as those paid by consumers
or private producers. Client populations are based
on projections of the population by age cohorts
most representative of specific agencies. Generally,
price increases account for 85-90% of the growth
in expenditure needs.

Figure 1 reflects a 4.34% per year growth in
expenditure needs versus a 4.01% per year growth
in revenues; in other words, a persistent failure of
Oklahoma’s tax structure to generate revenues that
grow fast enough to fund growing needs.
$16
$14
$12

Structural budgeting is an extremely conservative
approach to budget planning. It assumes that the
existing level and allocation of expenditures and
the existing tax structure are acceptable; that there
is not a backlog of unmet needs, such as the one
created by revenue reductions in the personal
income tax, the gross production tax, and the estate
tax that occurred between 2004 and 2014.

deficit
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Figure 2 displays the gap in Figure 1 in more detail.
As noted, the deficit begins at $678 million dollars
in 2015 and grows continuously, reaching over $2.0
Billion in 2030. Although the projection does not
extend beyond 2030, there is no reason to believe
that the trajectory would change after that.

It assumes that the state does not want to do better;
that there are no goals other than the maintenance
of existing programs. It provides guidance on what
to do to avoid a worse outcome, rather than what to
do to achieve a better outcome. Structural budget
projections are useful as an early warning sign of
built-in problems of the current budget.
Budget Priorities: The Government and Taxes We Want

Figure 1
Structural Budget
Oklahoma 2015-2030
(billions)

Figure 3 displays the deficit as a percent of
projected revenues. There is a revenue shortfall of
9.7% in 2015. It increases to 15.8% in 2030.
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2030

$2.0 Figure 2

Structural Budget Deficit
Oklahoma 2015-2030
(billions)

$1.5

likely to occur through 2018. They will produce
aggregate income tax losses of $1.078 Billion in
2015. The losses will grow each year thereafter,
reaching $2.754 Billion in 2030, and averaging
$1.944 Billion per year over the projection period.
Between 2004 and 2014, the legislature paid
for revenue shortfalls primarily by reducing
expenditures, either absolutely or relative to
what was needed. During that period, the biggest
negative impacts of that method of funding were
felt by education (kindergarten through college),
corrections, and “all other” agencies.
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Table 1
Oklahoma Personal Income Tax
Selected Features 2004 - 2018

Figure 3
Structural Budget Deficit 2015-2030
(percent of revenues)
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Figure 4
Total Deficit Attributable to Tax Changes
(billions)
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The amounts indicated in Table 2 are average
annual amounts for the projection period. For
example: K-12 Education would need average
annual revenues of $3.484 Billion to keep up
with rising prices and enrollments and would
receive $3.071 Billion – it’s current share (31.8%)
of available revenues – and experience average
annual unmet needs equal to the difference between
$3.484 Billion and $3.071 Billion, or $413 Million.
This is not the only possible pattern, of course, but
it seems sufficient to make the point that very

Figure 4 presents an accounting for the deficit.
Given that the revenue losses from the 2005-2018
cuts in the individual income tax (see Table 1)
exceed the deficit, it’s reasonable to attribute the
deficit to those changes.
Table 1 documents the principal changes that have
been legislated in the top bracket of the individual
income tax schedule since 2004 and the changes
© 2015 The Oklahoma Academy Town Hall

Top Bracket
Taxable Income >
$21,000
$21,000
$21,000
$21,000
$15,000
$8,700
$15,000
$15,000
$15,000
$15,000
$15,000
$15,000
$12,200
$12,200
$12,200

Table 2 shows the effect the projected deficit would
have on agency budgets if expenditures were
reduced by an equal percentage in order to balance
the Structural Budget.

$1.0

$0.5

Top Bracket
Rate (%)
7.00
6.65
6.65
5.65
5.65
5.50
5.50
5.50
5.50
5.25
5.25
5.25
5.00
5.00
4.85
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Table 2
Unmet Needs: 2015-30 by Agency

					
Annual Revenue
Needed (billions)
K-12 Education
$3.5
Higher Education
$1.5
Health Care Authority
$1.5
Human Services
$0.9
Transporation
$0.8
Corrections
$0.7
Mental Health & Substance Abuse Svcs
$0.5
All Other
$1.6
TOTAL
$11.0

Share of
Rev Needed
31.8%
13.3%
14.0%
8.3%
7.4%
6.1%
4.4%
14.6%
100.0%

Tax Cut/Taxpayer
$0
$105
$525
$1,154
$2,218
$5,312
$31,851

large unmet needs are likely, even if spread across
government agencies. Cuts of this magnitude
would surely be harmful to the state’s prospects for
economic growth.
These prospects indicate that the Oklahoma
Legislature should be exploring various ways to
enhance revenues, instead of ways to continue to
slash expenditures. There are many options, but
a case can be made for modifying the individual
income tax.

Figure 5 illustrates the effect on the projected
deficit of reversing the 2005-2018 changes in the
top bracket rate and minimum income subject to
that rate. These changes would produce a much
fairer tax structure and produce more than enough
revenue to eliminate the projected deficit. This
option is not offered as a concrete policy proposal,
however. At this point, it is hoped that it will
simply help to initiate a truly serious dialogue
concerning what to do about the budget problem
the state faces.

There are two principal reasons for starting there.

Figure 5
Structural Budget Surplus 2016-2030
If 2005-2018 Income Tax Rate/Bracket
Changes Reversed (millions)

First, changes in the tax structure must accelerate
the rate of growth in total revenues in order to
catch up to the growth in expenditure needs and the
individual income tax has the potential to do this.
$400

Second, the principal changes in the
individual income tax from 2005 to 2018 have
overwhelmingly benefitted Oklahoma’s wealthiest
taxpayers (especially the top 1%).
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Unmet Needs
(millions)
$413
$173
$182
$108
$96
$79
$58
$190
$1,298

The calculations reported in Table 3 indicate that
this will clearly be the case when all of the changes
enacted in the tax have been phased in. Such a
distribution of the impact greatly reduces
the “fairness” of the tax and increases income
inequality. Increasing income inequality may
well be a recipe for slower economic growth,
rather than the faster growth hoped for by tax cut
proponents. Thus, if Oklahomans want tax reform
that provides adequate revenue, and promotes
fairness and economic growth, they should be
exploring ways to increase income tax revenues.

Table 3
Tax Cut in 2018 (For Married Couple Filing Jointly) from
Changing the Tax on the Top Bracket from 7.00% of Income
Over $21,000 to 4.85% of Income Over $12,200
Taxpaying Cohort
Lowest 20%
2nd 20%
Mid 20%
4th 20%
Next 15%
Next 4%
Top 1%

Annual Revenue
Available (billions)
$3.1
$1.3
$1.4
$0.8
$0.7
$0.6
$0.4
$1.4
$9.7

$350
$300
$250
2016
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Appendix
PRINCIPAL FORECASTING PARAMETERS
EXPENDITURES
K-12 Education: Annual Growth in State and Local Price Deflator (1980 - 2014) 1 + Annual Growth in OK Pop, 2010-2030, Ages 5-19 2
Higher Education: Annual Growth in Higher Education Price Index (1980 - 2014) 3 + Annual Growth in OK Pop, 2010-2030, Ages 20-29 4
Health Care Authority (Medicaid): Annual Growth in Federal Medicaid Expenditures, 2015-2030 5
Mental Health: Annual Growth in State and Local Price Deflator (1980 - 2014) 1 + Annual Growth in OK Pop, 2010-2030 2
Human Services: Annual Growth in State and Local Price Deflator (1980 - 2014) 1 + Annual Growth in OK Pop, 2010-2030 2
Corrections: Annual Growth in State and Local Price Deflator (1980 - 2014) 1 + Annual Growth in OK Pop, 2010-2030, Ages 19-54 2
Transportation: Annual Growth in State and Local Price Deflator (1980 - 2014) 1 + Annual Growth in OK Pop, 2010-2030, Ages 19-54 2
Other: Annual Growth in State and Local Price Deflator (1980 - 2014) 1 + Annual Growth in OK Pop, 2010-2030
REVENUES
Individual Income Tax: Long-Run Individual Income Tax Elasticity for OK 6
General Sales & Use Taxes: Long-Run Sales & Use Tax Elasticity for OK 7
Gross Production Tax-Oil: Annual Growth in Mid-Continent Crude Oil Revenues, 2015-2030 8
Gross Production Tax-Gas: Annual Growth in Mid-Continent Natural Gas Revenues, 2015-2030 9
Corporate Income Tax: Long-run Corp Income Tax Elasticity for OK 10
Motor Vehicle & Operator License: Annual Growth in Receipts, 1997-2013 11
Alcoholic Beverage Taxes: Long-Run Alcoholic Beverages Tax Elasticity for OK, 1997-2013 12
Tobacco Taxes: Annual Growth in Receipts, 2006-13 13
Franchise Tax: Annual Growth in Receipts, 2004-13 13
Insurance Premium Tax: Long-Run Insurance Premium Tax Elasticity for OK, 1997-2013 14
Interest & Investments: Forecast of Annual Growth in Oklahoma Personal Income 2015-30 15
Collections - Other Agencies: Growth rate of Collections by Other Agencies, 2004-14 16
Tribal Gaming Tax: Forecast of Annual Growth in Oklahoma Personal Income 2015-30 15
Misc (All Other) Revenues: Forecast of Annual Growth in Oklahoma Personal Income 2015-30 15
NOTES
1. Federal Reserve Bank of St. Louis
2. Calculated from data in Oklahoma Department of Commerce, Population Projections for Oklahoma, 2000-2030, November, 2002
3. Commonfund Institute, 2014 Higher Education Price Index, 2014 Update
4. Calculated from data in Oklahoma Department of Commerce, Population Projections for Oklahoma, 2000-2030, November, 2002
5. Calculated from Data in Congressional Budget Office, Long-Term Budget Outlook, Supplemental Data, 2014
6. Estimated from a linear regression of the ln of individual income tax revenues on the ln of personal income, 1977-2013
7. Estimated from a linear regression of the ln of general sales tax revenues on the ln of personal income, 1977-2013
8. Calculated from data in Energy Information Administration, Lower 48 Crude Oil Production and Prices, Reference Case
9. Calculated from data in Energy Information Administration, Lower 48 Natural Gas Production and Prices, Reference Case
10. Estimated from a linear regression of the ln of corporation income tax revenues on the ln of personal income, 1977-2013
11. Oklahoma Tax Commission, Annual Reports
12. Estimated from a linear regression of the ln of Alcoholic Bev Tax revenues on the ln of personal income, 1977-2013
13. Oklahoma Tax Commission, Annual Reports
14. Estimated from a linear regression of the ln of Insurance Premium tax revenues on the ln of personal income, 1977-2013
15. Equal to the rate of increase in GDP as projected in Congressional Budget Office, Long-Term Budget Outlook, 2014.
16. State Board of Equalization, Revenue Certifications
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A Taxpayer’s Bill of Rights

Alexander Holmes, PhD, University of Oklahoma, Norman

This section abstracted from the ten page “A Taxpayer Bill of Rights and the Debate Over the Size of Government”.
Access http://www.okstatechamber.com/sites/www.okstatechamber.com/additional/21stCentury/Reports/2006.pdf for a complete copy.

Introduction
Throughout history, societies have first debated
the rationale for the existence of a government,
then the form of the government, and finally the
functions that the government should perform.
Once it is established that a) there ought to be a
government of some particular form and b) that
it ought to perform some particular function or
functions, framers must then decide how to fund
these activities and at what level the services ought
to be provided. Embedded in the debate is the
notion that a government, by its very existence,
must be provided the ability to separate citizens
from some portion of their income and wealth.
Indeed, the core concept of a “government” is
this unique power to withdraw resources from the
private sector for use in the pubic sector.
Within a democratic framework, the people cede
to their representatives power over their purses;
i.e. taxation with representation. A taxpayer bill
of rights questions this assumption by demanding
that restrictions be placed on the ability of elected
representatives to set the level of taxation.
The debate that surrounds the so-called taxpayer’s
bill of rights (TABOR), recently endorsed
by approximately some 290,000 to 300,000
Oklahoman’s through their signatures to place
State Question 726 on the ballot1 , is not about
budget priorities or which function or functions of
government are appropriate for the state. Instead,
it is a question of what metrics ought to define the
absolute magnitude of government.
Assumed by State Question 726 is the notion that
a state government has an “optimal” size when
measured by some, but not all, of its revenue
sources.
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As proposed in State Question 726, the state
government of Oklahoma will be at its optimal
size if limited to grow at a rate equal to no more
than the sum of the rate of inflation, as defined by
the consumer price index of the Bureau of Labor
Statistics, plus the rate of growth of the population,
as defined by the U. S. Census Bureau.
While it might be logical to assume that if revenue
growth due to economic activity does not sustain
this level of government then the resulting size
of government is “sub-optimal”, there is no
presumption of this in State Question 726. Indeed,
as written, if an economic downturn should occur,
reducing state revenues, the base upon which future
growth would be measured decreases. This creates
a ratchet effect lowering future limits. This implies
that the optimal size of government ought to be
lower under this economic situation. Given this, the
contention that State Question 726 will result in the
optimal size of the Oklahoma state government is
very much in doubt.
But State Question 726 has a different pedigree
than the search for the optimal size of government.
State Question 726 has its historical roots in
previous efforts - in Oklahoma and elsewhere to limit government and maintain or reduce tax
burdens. Tax and expenditure limits, known as
TELs, have been enacted in a variety of forms,
in a number of states dating as far back as 1906
in Oklahoma. Currently more than 30 states,
including Oklahoma, have some form of TEL.
What is unique about the current effort is the
proposed formula, although this too is not an
entirely novel proposal.
This article first discusses the concept of a
taxpayer’s bill of rights in the context of the
meaning of individual rights and societal rights,
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also examining current taxpayer rights under
Oklahoma tax law. Second, current Oklahoma
tax limitation provisions will be discussed along
with constraints on the legislature in the area of
taxation policy. Next the specifics of the proposed
Oklahoma TABOR, its similarities to the Colorado
22 TABOR (suspended in 2005), and estimated
budgetary implications for Oklahoma under a
TABOR will be presented. The final section
presents a summary and conclusions of the
analysis.

The consumer price index proposed by the TABOR
amendment is based on the bundle of goods
purchased by urban dwellers with a family of four.
This index is inappropriate even for a consumer
price index for families whose purchases are
different from those which make up this index.
The elderly do not purchase the same goods as the
hypothetical urban family of four. They will have
a greater component of their purchases for medical
care, for example. But beyond this discrepancy
between different groups of consumers is that of
the state government itself.

Summary and Conclusions
At the core of TABOR proposals is this difference
in the reliance upon legislative action versus
constitutional restraint. Oklahoma’s Article X § 23
is a balanced budget requirement and is properly
contained within the state constitution. 29 TABOR
proposals to limit state government growth to a
formula argue that such limits also ought to be
given constitutional status because legislatures
are incapable of restraint even in the face of voter
desires to the contrary. Constitutional provisions
ought to be ones of principle and not subject to the
vagaries of circumstance.16

What governments purchase is vastly different
from what is purchased by consumers of any family
configuration or age group. While rising oil prices
will affect consumers through gasoline and heating
purchases, governments also will be affected
through their purchases of asphalt as well. The
urban family of four will be affected by increasing
medical costs, but this component of their budget
is radically smaller than a government’s budget
for the same services, given the rapidly growing
demand in the Medicaid Program. The Bureau of
Economic Affairs recognizes these differences and
provides a State and Local Implicit Price Deflator
for governments18.

As the Colorado experience shows, economic
circumstances play an important role in just
how much government the people desire. Other
variables such as the demographics of a state, the
level of economic development and the state tax
structure also will play important roles.17 Many
of these are mainly outside the control of state
government and thus argue for flexibility that can
not be provided with a constitutional constraint.

Table 2.1 provides the consumer price index for the
South Region and Class B/C cities, the closest to
that required by the Oklahoma TABOR proposal,
and the national State and Local Implicit Price
Deflator. As can be seen, in every year the cost of
what government purchases has risen at a faster
rate than the cost of what the urban family of four
purchases.

Because the TABOR proposal rises to the level of
a constitutional constraint, one must review the
formula with great care. The proposed TABOR
formula for state government growth places equal
weight on inflation and population growth. This
assumes two important facts, neither of which is
accurate. The first is that the consumer price index
is an appropriate measure of the cost of goods
purchased by the government. The second is that
population growth is an appropriate measure of the
additional burden that each individual places on
state government.
© 2015 The Oklahoma Academy Town Hall

The use of a consumer price index to limit
government would not simply not maintain
the government’s purchasing power in the face
of inflation, but would result in a shrinking of
government’s ability to maintain services as prices
rise.
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Table 2.1
Consumer Price Index and State and Local Implicit Price
Deflator, 2000-2004 (Annual Percentage Increase)
State and Local
Year
2000
2001
2002
2003
2004

CPIa
2.98
2.01
1.08
2.03
2.67

Price Deflatorb
4.33
2.79
2.43
3.54
3.29

a As published by the Bureau of Labor Statistics - South Region & Size Class B/C.
b As published by the Bureau of Economic Affairs.

The TABOR proposal also assumes that
government growth ought to be adjusted as
the population increases. Presumably, this is
in recognition that the demand for government
services is driven to some extent by the size of the
population the government serves. Implicit in using
a simple population growth metric for determining
the appropriate size of a state government is the
notion that all people, regardless of circumstances,
are given equal weight in their call on government
services.
It is important to note 30 that state governments
provide services to nonresidents. States and cities
that rely heavily on tourism will have a greater
demand for police protection than would be
indicated by the simple calculation of the resident
population, for example. Perhaps more importantly,
the demand for government services will change
as the demographics of the resident population
changes.
One frequently observes this phenomenon in school
districts as the school age population changes over
time requiring a reconfiguration of elementary,
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middle, and high school resources. At the state
level, a simple calculation of the population will
not capture these differences in the demand for
government services, either across time or across
states. What this argues is that a rigid constitutional
constraint that relies on a simple population metric
will in time become out of line with the actual
demand for government services.
It is this very tension between a rigid constitutional
constraint and the flexibility of legislatively
determined levels of government spending that is
at the heart of TABOR proposals, in Oklahoma
and elsewhere. If one believes that legislators
are responsive to their constituents’ desires for
government services, both in terms of the scale and
type of service offered, then a TABOR has no place
in the constitution.
If one believes that the election process can not
provide the appropriate discipline to determine
the proper outcome in a democratic system, then
constitutional constraints are appropriate.
This conundrum was articulately presented to
us more than 200 years ago by James Madison
in his Federalist Papers:19 A republic...refine(s)
and enlarge(s) the public views, by passing them
through the medium of a chosen body of citizens,
whose wisdom may best discern the true interest
of their country, and whose patriotism and love
of justice will be least likely to sacrifice it to
temporary or partial considerations.
And later: On the other hand ... [m]en of fractious
tempers, of local prejudice, or sinister designs,
may, by intrigue, corruption, or other means, first
obtain the suffrages, and then betray the interests of
the people.
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“Given our untreatable addiction to spending every dime that
comes into state coffers, years with large deficits are our only
opportunity to cut ineffective programs, extricate government
from costly enterprises that do not serve core government
functions, and terminate inefficient and unjust tax giveaways
to well-connected and profitable private enterprises.”
Andrew Spiropolous
Oklahoma City University School of Law, Journal Record, 5.28.15
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The Oklahoma Policy Institute (OK Policy) Thinks ...
David Blatt, Executive Director, Oklahoma Policy Institute, Tulsa

During the 2015 legislative session, lawmakers
faced a $611 million budget hole, which represents
the difference between the revenue appropriated
last year and the revenue certified as available
for next year. To get the budget into balance,
legislators imposed cuts of 0.25 percent to 7.25
percent on most state agency budgets. These were
just the latest in years of repeated cuts since the
recession of 2009-10. Lawmakers also appropriated
close to $600 million in additional funds mostly
out of one-time revenues sources, including cash
reserves, agency revolving funds, and the Rainy
Day Fund.
While the steep drop in oil and gas prices clearly
contributed to this year’s budget shortfalls, many
other factors are adding to Oklahoma’s chronic
budget challenges. Even last year, when oil prices
were at historic highs and Oklahoma was enjoying
one of the strongest economies in the nation, the
state faced a sizeable shortfall that could only be
addressed with painful funding cuts and using up
substantial one-time revenues.
The constant ratcheting down of funding has left
most state agencies increasingly incapable of
performing core missions like boosting the state
economy, providing students a quality education,
and ensuring the health, safety, and well-being of
all Oklahomans.
Flaws in Oklahoma’s budget process are leaving
us to lurch from crisis to crisis year after year. This
article identifies three problems in particular and
then suggests budgeting reforms to help address
them:
•

We lack estimates of revenue collections
beyond the coming year;

•

We lack projections of the future cost of
services;

•

We lack mechanisms to keep revenues and
expenditures aligned.

Budget Priorities: The Government and Taxes We Want

Develop enhanced revenue forecasting
Oklahoma has a relatively poor track record in
forecasting annual revenues, with actual revenue
collections frequently coming in far below or
above projections. In 2014, the Oklahoma Tax
Commission conducted a study into the state’s
forecasting methods that identified several factors
contributing to increased volatility of the General
Revenue Fund. The study contained several
recommendations for improved forecasting that
have since been enacted, including collecting
additional data and bringing in more economists
and industry experts to evaluate the forecasting
assumptions.
While these reforms provide hope for greater
accuracy in revenue projections, the state still
fails to conduct any serious revenue forecasting
beyond the next fiscal year. The state should
contract with economic experts to develop multiyear forecasts for a three-to-ten year period that
would provide at least a broad idea of what the
state can expect based on enacted policy changes
(such as scheduled tax cuts) and economic and
demographic trends. Unlike the revenue forecasts
certified annually by the Board of Equalization,
the multi-year forecasts would not be binding,
but they would at least give policymakers a basic
understanding of the fiscal outlook to help guide
policy decisions.
Develop a current services budget - This year,
whenever policymakers or observers spoke of a
$611 million budget shortfall, they assumed that
agencies needed the same amount of money next
year as this year to avoid cuts. But that’s not a fair
or realistic assumption. Over time, as agencies
face rising operating costs, growing caseloads
and enrollment, and reduced funding from other
sources, they need additional funding just to
maintain current services at existing levels. Flat
funding or even a modest increase can still fall
short of meeting needs.
Rather than assume that agencies can operate with
flat funding year after year, Oklahoma needs to
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grapple with the real cost of providing services.
One promising budgeting technique, already
used by some two dozen states and the federal
government, is to develop a current services
baseline projection, or current services budget.

be fully offset to achieve budget neutrality. “Payas-you-go” (PAYGO) encourages policy-makers to
understand the long-term impacts of revenue and
spending decisions. When effectively implemented,
it prevents decisions that harm the state’s long-term
fiscal position.

The baseline projection “measures how much it
will cost a state in an upcoming budget period to
deliver the same quantity and quality of services
to residents it is delivering in the current period
budget.” It takes into account the impact of
factors such as inflation, changes in utilization
(such as Medicaid or school enrollment, or prison
populations), and previously enacted legislative
and rule changes in establishing a baseline for
future years.
Oklahoma should adopt current services budgeting
with a three- to five- year projection of the baseline
budget. Current services budgeting can improve the
state’s fiscal process and decisions in several ways:
•

The baseline budget provides a clear picture
of the state’s fiscal health and needs. The
baseline can be compared to revenue forecasts
to determine if revenue increases or budget
cuts in other areas will be needed to maintain
essential services.

•

The baseline provides a neutral benchmark
against which to measure budget proposals and
outcomes.

•

Current services budgeting can improve
government efficiency by regularly examining
and publicizing program costs and caseloads.
Where demand for a program is falling, the
baseline signals legislators that a budget
reduction may be appropriate. Where costs are
rising rapidly, the program can be restructured
or new efficiencies introduced.

•

The public can see what services the budget
funds and hold elected officials accountable for
their decisions about public services.

PAYGO was used effectively to return the federal
budget to a surplus in the late 1990s but has never
been implemented at the state level. However, it is
not technically difficult or expensive to implement.
If used in combination with current services
budgeting and multi-year forecasting projections,
PAYGO can improve Oklahoma’s budget by
stabilizing revenues and expenses. It can even out
the budget fluctuations from one year to the next
by discouraging program expansions and tax cuts
based on temporarily higher revenues. It can keep
the state from having to cut budgets so severely
in future downturns. It does not prevent program
improvements or revenue reductions, but it does
require they be enacted in a more responsible and
thoughtful manner.
The common thread to all three of these proposals
is that they would provide policymakers with
more and better long-term information about
the state’s finances. Now that we’ve seen a
state budget crisis that has lasted through a full
economic cycle of recession and recovery, with
no real hope of subsiding in the future, it is urgent
that policymakers adopt better budgeting tools to
navigate the difficult route ahead.

Adopt PAYGO - A third proposal, which builds on
the first two but is more far-reaching, would be for
Oklahoma to adopt a “pay-as-you-go” (PAYGO)
policy requiring any program increases or tax cuts
© 2015 The Oklahoma Academy Town Hall

Oklahoma’s recent history is full of examples
where budget decisions have been made without
regard to the long-term health of state services.
Income tax cuts adopted during periods of
economic growth have reduced revenue when
the state needed it to maintain services during the
recession and recovery. Actions to divert revenue
from the General Revenue Fund to other uses such
as scholarships, road repair, employee retirement,
and tourism, while well-meaning, have been taken
with little understanding or appreciation of the
impact of cuts in other state services. PAYGO
would require such an understanding and would
only allow such diversions if “paid for” by
additional revenue or cuts in other programs.
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The Oklahoma Council for Public Affairs (OCPA) Thinks ...

Jonathan Small, CPA, Executive Vice President, Oklahoma Council for Public Affairs, Oklahoma City
There are two OCPA publications relevant to this paper and Town Hall theme. One is “FY-2015 Proposed
(Oklahoma) Budget: A state budget that respects your family budget”. It may be downloaded from www.ocpathink.
org/publications.php. The second is the graphic on the following pages “Top 10 State Budget Considerations”.

Hundreds of thousands of Oklahomans live on
a planned family budget that is prioritized and
sustainable. Unfortunately state government
spending in Oklahoma, unlike Oklahomans who
fund it, is un-prioritized and unsustainable for the
long-term. A state government budget that lacks
prioritization and is unsustainable is a danger to
those who rely on its services and those who must
pay taxes to support it.

costs over the last decade. Medicaid is now larger
than state spending on common education and
higher education combined. From FY-2004 to
FY-2014, the Medicaid population increased 187
percent and state share costs of Medicaid have
increased 161 percent.

Worse, the federal funding enticement of expanding
Medicaid to additional populations in Oklahoma
has not ended well. Oklahoma expanded Medicaid
The evidence of the state budget’s unsustainability
and eligibility for certain populations prior to the
is abundant. For example, according to the
Affordable Care Act, often based on the promise
state’s recent Oklahoma
by advocates of the
Comprehensive Annual
program that the federal
“What’s interesting is that lots of people are
Financial Report, primary
government was providing
on different sides of the issue on whether
total state spending
a 3-to-1 match. Yet now
government has enough money, but people
increased from $11.08
Oklahoma’s rate of
on both sides of the ideological spectrum
billion in FY-2004 to a
Medicaid reimbursement
agree that Oklahoma’s budget process is
record of $17.52 billion
has dropped significantly
not open and doesn’t facilitate good longin FY-2014. This growth
from nearly 72 percent
term decision making”. Jonathan Small, Daily
Oklahoman, 6.6.15
of 58.1 percent exceeds
down to 59 percent.
population and inflation
growth in Oklahoma.
K-12 education spending
(adjusted for inflation) in Oklahoma per-pupil
Total revenue for the state over that period grew
over the last four decades has increased nearly 100
49.9 percent from $11.65 billion in FY-2004
percent yet achievement scores are flat and problem
to a record of $17.47 billion in FY-2014, also
areas in reading science and math worsen.
exceeding population and inflation growth. State
tax collections and revenue set records this year
While many advocates for even more government
as well. Given this information, it is clear that
spending want to end some of the tax credits and
state government does not have a revenue problem
incentives offered by the state, they never seem
but a prioritization one. Year after year, despite
to call for the same scrutiny for government
multiple revenue records, lawmakers complain of
programs.
“shortfalls” compared to desired spending.
We live in a world of finite resources. The 50 states
A number of budget items are putting significant
are in competition. Seven of the states without a
pressure on the state budget and taxpayers. Health
personal income tax spend less per-capita at the
care, prisons, social programs and education
state level than Oklahoma. Given this reality,
programs all bear on the state budget. Medicaid is
Oklahoma cannot continue to suffer lack of
the chief driver of state spending, with exploding
prioritization.
Budget Priorities: The Government and Taxes We Want
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A review of the state budget reveals that year
after year both lawmakers and many of those who
operate government services revert to maintaining
the status quo and increasing spending as opposed
to trying to provide better service at a better price.
Oklahoma is not the first state to determine that
a refocusing of government is necessary. The
state of Washington embarked on a deliberative
and thorough process to commit to priority
based budgeting, informed by the performance
of state government programs several years
ago and has seen some success. Given that the
state of Washington is in a far less economically
competitive region than Oklahoma, it is all the
more important that Oklahoma embark on such a
process.
It is time for Oklahoma to commit to a thorough
process of determining government spending
priorities based on the results of government
programs, guided by the reality of the competition
for jobs and markets.

Should government provide this service?

© 2015 The Oklahoma Academy Town Hall

What are the possible unknown consequences that
may be experienced by society from the incentives and
disincentives this government service creates?

5.

While government may fund the provision of this service
can the recipient benefit if a non-governmental entity is
involved in providing the service?

6.

What are going to be the performance metrics for
evaluating this service’s success or failure?

7.

What is the process for ending this program or reforming
it if it fails to meet the metrics?

8.

What is the process for reviewing the service to see if it
should be continued?

9.

If the program is successful and it would be beneficial for
the recipient and the community, how will the program be
expanded without harmfully increasing the burden of the
cost of the program?

Also, the enticement of federal funds has led
numerous agencies to apply for federal grants
without lawmakers and the public being fully
aware of the commitments required of the state.
Federal funds transparency is overwhelmingly
supported by Oklahomans and will allow everyone
to have a clear understanding of the commitments
necessary for accepting federal grants.

This process should include these questions:

2.

4.

A fixation on baseline budgeting and appropriations
has led to the explosion of programs like Medicaid
in Oklahoma because lawmakers and government
employees were not focused on the total cost of
programs and both short-term and future impact.

Government should be guided by the desire to
transition any user of services who is able to
self-sustainability from government services. A
safety-net, infrastructure programs, education
programs and public safety and judiciary functions
will always exist. But these programs should
be operated on a basis of how to empower the
individual and not the size, power or influence of
the governmental entity operating the program.

What is the ultimate goal of this governmental service?

What positive and negative impacts will this service have
on society and the future?

In support of this process, the state also needs to
address transparency and federal funds. More work
must be done to provide the public access to both
the financial and performance statistics of state
government.

This process will require work and require those
from all ideological perspectives to be willing
to look at both sides of policy discussions.
Government in Oklahoma should be concerned
most about working as best as possible in as little
an intrusive way as possible.

1.

3.

It’s time for a prioritized state budget that is
sustainable for the long-term in Oklahoma.
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Top 10 State Budget Recommendations
Here are 10 ways Oklahoma can deliver better service at a better price:

1

Enact state employee health insurance reform – $95 million annually.

2

Reform Medicaid to make it work better for patients, improve health outcomes, and save taxpayer
dollars – $100 million annually.

3

Eliminate taxpayer funds for operation of non-core agencies such as the Oklahoma Horse Racing
Commission, the Oklahoma Insurance Department, the Native American Cultural and Educational
Authority, OETA, etc. – $20 million annually.

4

End earmarks including rodeos, roping contests, local fair, local aquarium, local festivals, and
more – $8 million annually.

5

Sell CompSource and Grand River Dam Authority – $550 million.

6

Enact performance evaluation reform and hiring reform – more than $5 million annually after first
year, $41 million annually after 3rd year.

7

Perform telecommunications efficiency audits – $3 million annually.

8

Eliminate duplicative conservation district offices – $868,000 annually.

9

Eliminate state funding for attempts at space travel – more than $394,000 annually. (More than
$8 million in the last 8 years.)

10

Eliminate funding for the NGA, NCSL and other organizations, non-critical
travel, sporting events, sponsorships, etc. – $39.8 million annually.

Advancing Liberty

Budget Priorities: The Government and Taxes We Want

38

© 2015 The Oklahoma Academy Town Hall

The State Chamber Thinks ...

Jonathan D. Buxton, Senior Vice President of Government Affairs, State Chamber of Oklahoma
Every day business owners around the state
evaluate opportunities and responsibilities based
on their return on investment. This approach
should also be applied toward the revenue structure
and outcome of state government. Oklahoma
businesses want the state to gather the appropriate
amount of revenue to provide the core services
that historically have been the responsibility of the
state. These services must be delivered in the most
efficient manner possible and at the lowest costs
possible.

of Transportation is a long range vision that gives
the legislature the desire to provide them with a
dedicated revenue source.
Oklahoma businesses pay more than half of all
state and local revenue through various taxes.
While these taxes and fees are mandatory,
businesses are willing to consider these dollars as
investments if the state provides these necessary
services efficiently. In order to provide results,
the sources of state revenue must be adequate to
provide services and perform as expected.

This is how businesses operate and they expect the
same from the state. Services, like infrastructure
and workforce development, are vital to businesses
and their ability to provide their goods and services
to consumers. The state is currently seeing record
revenues, but this money is not always providing
the ideal return on investment that the business
community and state leaders desire. Education is a
good example of this.

Ideally, those revenue sources would be reliable
and sustainable. Reliability requires a means of
forecasting and planning that will provide state
leaders with the information necessary to plan for
the year’s budget as well as the budgets of years
to come. A review of the last several years of state
revenue reports show that approximately one third
of state revenue comes from sales tax, one third
from personal and corporate income taxes and the
remaining third from fees and other miscellaneous
sources. These revenue reports do not include
federal matching dollars.

Our education system continues to lag behind the
rest of our region, the nation and the world. Our
schools are not preparing Oklahoma’s children for
future success and the pipeline for the workforce
of tomorrow is broken, which leads the business
community to worry about providing more revenue
to a broken system. Will throwing more money
at the problem produce better results? When it
comes to Oklahoma’s current education model, the
business community doesn’t think so.
Unlike the issues with education funding and
performance, the last decade has seen a renewed
investment in transportation spending and planning
in our state, and that investment has paid dividends.
While more work is required, the increased
dedication to transportation funding in Oklahoma
could serve as a roadmap to the collection of other
state revenues for other state services. The eight
year plan developed by the Oklahoma Department
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From the perspective of the business community,
the state of Oklahoma needs to maintain this
balance, but must also find ways to maximize the
dollars remitted to the state. State leaders must
demand a value added return on investment from
state agencies and the services they provide.
Agencies should also review the outcomes they
provide and look for ways to improve their services
or reduce the costs required to maintain their
current outcomes. The business community is
willing to invest in improved outcomes.
Before leaders are able to answer questions
involving the adequacy of state revenues, perhaps
we should consider what results we want from the
state and how much those results should cost.
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A Former State Treasurer Thinks ...
Scott Meacham, President, Oklahoma 12E

I love numbers.
I love the stories they tell. Numbers always tell
a story whether they be a company’s financial
statement or a state budget. I also believe in the
old saying that people “put their money where their
mouth is.”
When I read the recent news stories related to
Oklahoma’s budget for the 2016 fiscal year, I could
not help wondering what “story” this latest budget
told about our state and its priorities.
Public safety received a 4.81% increase in
state appropriations, Corrections received an
additional 2.97% and the state’s Medicaid program
received a 1.89% increase. Meanwhile, Career
and Technology Education was cut by 3.50%,
Higher Education was cut by 2.44% and Common
Education funding was held flat. Investment in
innovation and the economy of the future was
cut with OCAST receiving a 5% cut. If you are
keeping score, the latest cut to OCAST brings its 6
year total cut in state appropriations to 22%.
What do these numbers say to people on the
outside of our state looking in? Imagine what
potential new businesses think of a state that is
being forced to invest increasing amounts in its
prisons, law enforcement and an ever expanding
Medicaid program. What about the best and
brightest students considering attending Oklahoma
colleges and universities? Do they want to go
to a state that is disinvesting in education and
innovation?
I realize it was a tough budget year but it seems
like they have all been tough lately even when the
price of oil was good. The budget problems in
Oklahoma seem more structural than reflective of
the state of our economy.
Every election cycle we see politicians running
on platforms of job growth and economic
Budget Priorities: The Government and Taxes We Want

development. Yet, when we see their priorities
as demonstrated by the state budget we don’t see
these goals anywhere. Instead, we see the opposite
as they continually dis-invest in job creation and
economic development.
The core problem appears to be neither a revenue
nor a spending problem but lack of systems that
provide for strategic allocation of state resources
and structural budget problems that keep state
budget makers in constant crisis mode.
A Factual Context
Some facts might be helpful. First, Oklahoma
is a very low tax state. According to the Tax
Foundation, Oklahoma’s total tax burden for state
and local taxes ranks 39th lowest in the nation.
When the federal tax burden of Oklahomans is
considered, the total tax burden becomes even
lower as Oklahomans can deduct their state income
tax on their federal income tax returns thereby
paying relatively less federal income taxes as a
result of living in Oklahoma. Based on data dating
back to around 2007, Oklahoma ranked 49th in the
nation in total taxes paid.
Second, Oklahoma’s tax burden is relatively
balanced among the main sources of taxation:
income, sales and property ownership. Again,
according to the Tax Foundation, Oklahoma
government (both state and local) derives 17.3%
of its income from property taxes, 32.4% from
sales taxes, 20.9% from individual income taxes,
3.4% from corporate income taxes and 26.1% from
all other sources such as gross production taxes,
cigarette taxes, motor vehicle taxes and fuel taxes.
In contrast, Texas derives 41.2% of its revenues
from property taxes and 0% from the individual
income tax. Arguably, their tax structure is
somewhat out of balance and discourages property
ownership and business investment in property.
Third, a low tax burden state is by definition a
low spend state, especially when the state is under
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a constitutionally mandated balanced budget
requirement like Oklahoma. Therefore, according
to the U.S. Census Bureau, Oklahoma state and
local government spending per person is the 38th
lowest in the nation.

money passes automatically upon receipt by the
state as a result of prior legislative enactments. A
couple of the largest areas in growth in “off the
top” money in recent years is money for ODOT,
the Transportation Department ($723 million),
and a category containing an ever growing list
of miscellaneous agency funding called “Other”
which has grown a staggering $660 million over
the past eight years.

Finally, state fiscal policy is affected by a concept I
like to refer to as “leakage.” Income tax opponents
like to make the argument that a reduction in
personal income tax rates results in a corresponding
greater increase in state revenues as tax savings
are spent and invested in the state and economic
activity multipliers apply to those expenditures.
However, that premise holds up much better in
a national, macro-economic environment than it
does at the state level. At the state level, if state
government reduces income taxes, federal taxes
increase and spending of any net tax savings
is as likely to occur outside of Oklahoma as in
Oklahoma. On the other hand, by definition, 100%
percent of state expenditures must be spent in the
state with economic multipliers applying to those
dollars.

ODOT has been the largest single recipient of
increased “off the top” money the last several
years. Its allocation of funds has grown from $252
million in FY 2006 to $723 million in FY 2014,
a staggering 187% increase in just 8 years. This
increase in transportation funding has been aided
in large part by an automatic, off-the-top funding
mechanism for the ROADS Fund which was
created by the legislature in the wake of Oklahoma
voters soundly rejecting a fuel tax increase in
2005. This provision has been increased by the
legislature multiple times since originally created
and currently allocates an additional $59.7 million
to the ROADS Fund each year until a cap of $575
million per year in additional money is reached.
This automatic spending increase operates each
year to take money from legislative appropriated
revenues regardless of whether state revenues are
increasing or decreasing.

Structural Budget Issues
Oklahoma policymakers have been faced with
a number of structural budget issues that have
affected their ability to implement policy based
budgets over the last several budget cycles.
Ironically, these structural problems have led to
budget cuts even when the state economy and state
revenues have been growing. Several factors have
combined to contribute to this phenomenon.
The legislature only gets to appropriate a portion
of total state revenues. The recently completed
budget was based upon total state revenues
“certified” for appropriation of $6.6 billion. Net
state receipts are around $10.7 billion. This later
number has been growing in recent years while
the amount available for appropriation by the
legislature has been shrinking.

The net result of “off the top” expenditures is
that the percent of total receipts available for the
legislature to appropriate each year has shrunk
dramatically from 55.2% of total state collections
in FY07 to 46.7% for FY14. With less funds to
work with, the legislature has less ability to make
tactical spending shifts.
Another structural budget issue revolves around
the use of one-time funding sources. The problem
arises when the legislature utilizes one-time
funding sources to fund ongoing functions of state
government. Since the funding source is nonrecurring, a budget “gap” is created for the next
budget year as the one-time source of revenue must
be replaced.

The difference in these two numbers is one of
the structural problems with the budget. The
$4.1 billion difference in these two numbers
is “off the top” money that is passing to state
entities each year without any sort of legislative
direction or transparency to the public. This
© 2015 The Oklahoma Academy Town Hall

41

Budget Priorities: The Government and Taxes We Want

The FY 2016 budget is a perfect example. An
approximate $200 million reduction in revenues
due to economic factors became a $600 million
dollar decrease in appropriations authority as a
result of the use of one time funding sources in
the prior year’s budget. Faced with this shortfall,
the legislature tapped $590 million of one-time
funding sources. Therefore, next year if revenues
do not change at all, the legislature will start with a
$590 million deficiency that needs to be covered to
maintain the same level of spending.
Another structural problem relates to unfunded law
changes. A good example of this is in Corrections
where law changes have increased prison
populations and, thereby, required additional funds
to support the prison population increases.
The cumulative impact of the increasing “off the
top” expenditures, the use of one time funding
sources and the constantly increasing funding
needs for agencies such as Corrections as a result
of legislative changes have left state budget writers
in a perpetual crisis mode. In this environment,
there can be no strategic spending decisions.
Instead, the legislature has been forced to sacrifice
Oklahoma’s future to meet current budget needs.
Potential Solutions
Clearly this is no way to budget. Governor Fallin
and her budget team are to be commended for
their attempt to introduce performance informed
budgeting into the Oklahoma budget process.
However, the state of perpetual budget crisis and
structural problems marginalizes the potential
effectiveness of performance informed budgeting.
The state has plenty of current revenues. I disagree
with those that think the answer is raising revenues
but I also disagree with those that argue state
spending should be less. Spending has to grow at
a rate at least equal to the rate of the inflationary
cost of providing services plus the cost of any
legislative mandates that increase costs or the level
of state services.
However, we can allocate the revenues the state
receives more sensibly and spend state dollars
more effectively. Oklahoma road contractors are
a powerful lobby but how much is enough? The
Budget Priorities: The Government and Taxes We Want

state is putting almost $500 million extra in roads
alone each year.
Legislative sentencing mandates are costing the
state over $200 million each year. Other hidden
“off the top” money has increased by $660 million
over the past eight years. That’s over a billion
dollars in spending that could be redeployed.
The other problem is the archaic, parochial way
in which the state spends money. Over half of the
budget goes to education. However, the state has
very little control over how that money is spent.
Oklahoma does not have too many school districts
or colleges and universities. We have too many
separate spending and administrative service
units. Each school district, college and university
in this state has its own IT function, finance and
accounting function, purchasing function and
administrative services function. Why? Because
that is the way it has always been and it provides
more control and convenience for the spending
entity. However, the cost of this control and
convenience to the state, that is expected to pay
the bills, is staggering. If this were a business,
cost minimization considerations would drive
the education establishments to a shared services
model for administrative services.
It is relatively easy to see these problems. What
is much more difficult is figuring out how to
overcome them and, once overcome, how to get to
a model of longer-term, strategic budgeting. State
budgets are currently put together by a handful of
people behind closed doors. Structural changes
in how the state spends money are needed to get
to a more open and inclusive model that includes
all of the state’s revenue collections. Also, a
mechanism needs to be created to introduce longterm, strategic spending goals into the process so
the short term task of crafting a new budget for the
next fiscal year can be done in the context of the
long-term goals the state is seeking to accomplish.
The following link is to an editorial authored by
Scott Meacham: http://newsok.com/new-jobcreation-requires-funding-commitment-frompolicymakers/article/5430702
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The State Budget Director Thinks ...
Preston Doerflinger, Cabinet Secretary and Director, OMES

Total state tax collections are projected to
approach record levels in the current fiscal year.
So why, then, did the governor and legislators
find themselves staring down a $611 million, or
8.5 percent, budget gap when the 2015 legislative
session began?

oil prices. However, a large portion of the rest of
the hole was directly related to the ongoing trend of
the state’s discretionary budget shrinking even as
total collections grow.
While the trend is several decades in the making, it
has intensified in recent years as policymakers have
continued carving large portions of revenue off the
top of the budget for mandatory annual expenses.
Additionally, the cost of tax credits tends to ebb
and flow up and down annually, which affects
the appropriated budget more than the rest of the
budget.

Simple: Because the state has more money than
ever, but less money than last year.
Sounds nutty, and it is. But it’s true.
The state has $24 billion at its disposal for the
Fiscal Year 2016 budget, but elected officials only
control about $7 billion of those dollars through
the annual appropriation process. That portion of
the budget is shrinking while other portions are
growing.

In short: Policies enacted years ago have grown
in cost, resulting in current officeholders facing
reduced fiscal flexibility upon inheriting a fiscal
climate largely of their predecessors’ creation.

Hence, more money than ever, but less money than
last year.

The numbers clearly show a trend emerging. In
2007, 55 percent of the revenue state government
collected was available for discretionary spending.
Today, off-the-top earmarks and other policies have
driven that number down to 44 percent, meaning
elected officials are now voting on less than half of
the dollars the state collected when voting on the
budget. By next fiscal year, the number is projected
to drop to 43 percent.

The $17 billion not set by the governor and
Legislature through the annual appropriations
process is comprised of federal funds spent
at the direction of the federal government or
state agencies, mandatory spending enacted by
policymakers in prior years, fees or other revenues
collected by agencies and often spent at the agency
or its governing body’s discretion, and a wide
variety of other sources.

This phenomenon and others have Oklahoma
approaching a budgetary turning point in which the
fiscal oddities we have seen in recent years become
the norm.

Even though these are different colors of money,
they all go toward the same thing: Operating state
government.
So while the governor and legislators did face a
$611 million challenge in assembling the current
year’s discretionary budget, it’s important to
remember this portion of the budget only represents
about a third of the total budgetary picture.
It’s true that at least half of the $611 million
challenge policymakers faced this year is
attributable to energy sector reductions due to low
© 2015 The Oklahoma Academy Town Hall
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Thankfully, under Gov. Mary Fallin’s leadership,
awareness of this concern has increased. The
governor and I have been outspoken in our caution
against expanding off-the-top revenue diversions
without proper vetting, and we have put in place
policies to provide greater scrutiny of tax credits.
We care deeply about meeting the needs of the
state, and we are encouraging policymakers to look
more than just one year ahead when considering
fiscal policy. Because of this foresight, we have
Budget Priorities: The Government and Taxes We Want

been able to convince legislators to resist the temptation to take more money off the top of the budget
during the past two sessions.
However, make no mistake: Off-the-top funding has merit. Schools, roads, scholarships, economic
incentives and other initiatives all benefit from it. Tax credits also have merit. Without them, Oklahoma
cannot compete in the national and global race to recruit employers.
Recognizing these realities, policymakers are discussing whether modifications to these policies could be
made in a way that ensures needs are still met while also allowing for more fiscal flexibility to address the
issues of the day.
It’s a difficult discussion, but it must be had because if current trends continue, Oklahoma’s budget could
soon resemble the federal budget, which has fallen so far out of whack that just a third of its spending
is discretionary while the other two thirds is mandatory. By earmarking so much revenue to mandatory
costs, the federal government has severely handcuffed its ability to reduce debt, control spending and
address new needs.
We should be encouraged that the governor and Legislature are being conscientious in keeping Oklahoma
from facing the same dilemma.
Doerflinger is Gov. Mary Fallin’s secretary of finance, administration and information technology and
director of the Office of Management and Enterprise Services.
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The State Treasurer Thinks ...
Ken Miller, Oklahoma State Treasurer

should not be cut when current costs exceed them.
Yet under the capitol dome, budget drafters are
doing just that. It seems to me that until the state
proves it can live within its means, it really should
stop reducing them.

State budgets have much broader implications than
simply funding agencies; they communicate much
about our fiscal health, priorities and future.
During the three years I served as House Budget
Chairman, the state experienced the largest
economic downturn since the Great Depression.
During that time, the state budget was cut by more
than at any other time in state history. We were
able to maintain the delivery of core government
services, but the actions required to do so are not
transferable to good economic times.

Going forward, tax cuts should be revenue
neutral. If politicians want to continue to erode
the state revenue base, they should adopt a “payas-we-go” approach by eliminating one dollar of
spending or credits for every dollar cut in taxes.
But it appears there is no appetite for such an
approach. Nonetheless, Oklahoma should not
focus solely on lowering the income tax but rather
on modernizing our entire outdated tax structure,
which was built for an economy that no longer
exists. Generally speaking, the ideal tax structure
would generate a stable and diversified revenue
stream while retaining the profit motive that drives
entrepreneurship and not unfairly burden property
owners, discourage consumption or reward
idleness.

During the Great Recession, suboptimal financial
practices had to be employed – including use of
federal stimulus funds and numerous other nonrecurring revenue sources – but that was during
a time of extreme fiscal distress. Unfortunately,
dependence on non-recurring revenue to balance
the budget did not subside when the economy
recovered. In fact, the appetite has only grown.
The sad truth is our state budget has become
dependent on using one-time funds in both good
times and bad. Oklahoma’s economy has expanded
for the last several years, yet legislators have
tapped more than $1 billion in non-recurring
revenues over that period – some appropriately
so, but most not – to spend more than the amount
certified by the equalization board.
In the just completed session, $419 million was
added to the certified amount. Last year, hundreds
of millions in non-recurring funds were tapped. In
years prior, more than $100 million meant for the
Rainy Day Fund was diverted by the Legislature.
The end result is that while the budgets may
have been constitutionally balanced, they were
structurally imbalanced. The use of such large
amounts of “artificial” revenues to prop up the state
budget is defacto admittance by policymakers that
there are insufficient revenues to fund their desired
level of government services.

And just a thought on the budget process itself:
The incremental budget tactic where prior year
funding levels are matched to available revenues
needs to be replaced with long-term strategic plans
built around core responsibilities, priorities and
outcomes. Perhaps the newly touted performancebased budgeting will lead to a better process, but
it will take much more than a one word change in
statute. Time and commitment will determine its
success.
Rating agencies downgraded neighboring state
Kansas due to overdependence on one-time funds,
lowering the income tax without offsetting cuts in
spending, and maintaining large unfunded pension
obligations. Oklahoma should take note of the
fact that ideological experiments sometimes have
unintended consequences.

Hopefully, an increased realization of the structural
problems associated with our state budget and the
Outside of government, it is well accepted that non- added benefit of learning from Kansas’ missteps
will bring more recurring cents and sensibility to
recurring revenues should not be used for ongoing
Oklahoma’s budgeting.
expenditures and that recurring revenue streams
© 2015 The Oklahoma Academy Town Hall
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Municipal Impacts on the State Budget

Mick Cornett, Mayor, Oklahoma City and Dewey Bartlett, Mayor, Tulsa
Funding the Gap: Strong Cities, Strong State
When addressing taxation in Oklahoma it is
important to analyze the situation from a macro
perspective. Understanding the complex and
unique outlooks at every level of government will
provide policy makers the information they need to
make qualified and informed decisions. Cities and
towns provide a plethora of services to residents
of Oklahoma, and their contribution to the state’s
quality of life and growing economy are often
overlooked.
A Wide Net
Cities and towns provide a wide array of services
with many being unique to their individual
circumstances and citizenry. The role of municipal
government is to fulfill the needs and expectations
of citizens that the state and county government
cannot, and that is just what the local leaders
across Oklahoma are doing. Most communities
share common themes; roads, bridges, police and
fire, but an untrained observer might overlook
how communities provide additional services that
citizens need, want, and expect. In each and every
municipality the local leaders know what their
communities need and provide unique solutions to
ever changing problems.
Providing critical repairs of roads and bridges
after natural disasters has proven to be just another
challenge facing local governments. Increasing
costs of maintaining strong and effective police and
fire departments has pushed many communities
to be creative in their budgeting. Several have
gone to the voters who have approved dedicated
sales taxes, showing the commitment of citizens
to provide essential services that protect their
families and neighbors. Other communities have
funded economic development projects, parks and
recreation opportunities, as well as established
strategic partnerships with the education system. It
is vitally important to understand the changing role
of cities and towns serving as the web that connects
people, communities, and needs.
Budget Priorities: The Government and Taxes We Want
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Growing Local Economies Grows the State
Cities and towns want the best for their residents.
They push forward with innovative strategies to
grow their local economy. Equally driven out
of desire and necessity, municipalities have been
working hard to increase municipal revenue. This
is due to Oklahoma’s unique position of having
an overreliance on sales taxes for municipal
operations. Being so reliant on sales tax impacts
planning. If you see a Wal-Mart on this side of the
street or that side of the street, it greatly affects
a particular municipality. We’re going to get to a
point in Oklahoma where the municipalities that
have a Wal-Mart are going to make it and the ones
that don’t are not going to make it. As a result,
cities and towns are competing with one another
to attract talent and business to their communities.
They implement a wide array of strategies
including direct assistance, TIF districts, and tax
incentives to name a few.
Cities and towns serve as staging grounds to
experiment on new economic approaches. One
quick look around the state shows progress in
industrial and retail sectors alike. The pronounced
differences in size, interests, talents, and goals
are exactly what define the strengths of cities and
towns.
One centralized approach to anything is often
criticized by state leaders. Currently they are
forced to fight back against encroachments from
the federal government on state authority while
simultaneously placing arduous policies on cities
and towns. An alternative paradigm would consist
of allowing local governments to experiment and
use their creative spirit to find innovative solutions
to 21st century problems. Capitalizing on the
unique strengths of local leaders across Oklahoma
allows for both those individual communities and
the state to prosper. Simply put, growing local
economies is the most effective way at growing the
state’s economy.
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Lagging or Leading?
When your state is 1 out of 50 states to do anything
you are either leading or lagging. Oklahoma’s
place as the only state in the union where cities
and towns are almost entirely dependent on sales
tax for general operations may not be putting us on
the leading end of governmental taxation systems.
Over subsequent decades Oklahoma leaders have
implemented policies that have contributed to the
erosion of municipal revenue options.

the Remote Transactions Parity Act, which would
regulate how states can enforce sales taxes for
online purchases. This plan, or one like it, is a step
towards balancing the playing field and directing
sales tax revenue to the state, county, and municipal
governments that need it.
Partners of Economic Development
Cities and towns are an economic engine for the
state. They provide critical infrastructure that
businesses need to carry out their objectives.
With 80% of Oklahoma citizens and businesses
receiving water from municipal water sources,
municipalities continue to be leading the charge for
vitally important water availability.

For example, today 76 counties across Oklahoma
have a sales tax option. When combined with
the steep competition between municipalities for
retailers, this effectively caps sales tax rates. This
is due to the fact that cities are forced to choose
between increasing the tax rate and the detrimental
effects of citizens taking their business outside of
city limits to save money. Another policy decision
that has contributed to the erosion of municipal
revenue is the decrease in the local share of motor
vehicle fees (MVFs). In 1933 cities and towns
received 15% of MVFs. That number plummeted
and today sits at a lowly 3.1%. Given the fact that
41% of state highways alone are driven through
municipalities, that municipal proportion is
lagging.

Cities across Oklahoma are engaging in
economic development initiatives that push their
communities, and the state, forward. Through
municipal efforts thousands of jobs are created
and contribute to growth across Oklahoma. The
economic activity in cities and towns cannot
be undervalued as 91% of the state sales tax
is generated within municipalities. Cities and
towns are a willing and able partner in economic
development.
The Taxes Oklahoman’s Want
Looking forward to the future it is important
that policy makers understand the importance
of protecting and promoting municipalities. By
working together to implement sound policy that
will allow for the autonomy of cities and towns, the
state can ensure a bright and sustainable future for
years to come.

Somethings Gotta’ Give
In addition, sales tax exemptions and the “internet
tax haven” have created additional burdens.
Currently there are 150 sales tax exemptions and
new ones are proposed in Oklahoma each year.
With each one comes decreases in tax revenue to
cities and towns. At some point there will either
need to be a line in the sand or there will be no
municipal tax revenue at all. The “internet tax
haven”, or lack of regulated sales taxes on online
purchases, continues to generate controversy.

However, if the continued momentum of limiting
local control and decreasing municipal revenue
becomes the long term trend there will be a
detrimental effect on the delivery of vital services
that impact the quality of life and economic success
of Oklahoma.

As technology made it easier for online purchases,
governments did not keep laws ahead of the
curve, and as a result we now see more and more
consumers avoiding sales tax altogether. Many
would argue this is a “new tax” and fail to see
that it is just the enforcement of existing taxes.
Recently, Rep. Jason Chaffetz (R-UT) introduced
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The taxes that Oklahoman’s want are fair and
equitable, and provide valued services and growth
for their communities; decreasing municipal
authority is not the way to get there.
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Tribal Contributions to the State Budget

Annual Report, Oklahoma Gaming Compliance Unit, State of Oklahoma OMES
In the 2004 legislative session, the Oklahoma
Legislature approved Senate Bill 553 and
subsequently amended that with Senate Bill
1252. The legislation referred to a vote of the
People of the State of Oklahoma, the “State-Tribal
Gaming Act.” The referendum was approved in
a November 2, 2004, vote. The approved State
Question 712 established a model tribal gaming
compact, essentially a “pre-approved offer to all
federal recognized Indian tribes as defined in the
legislation.
The State of Oklahoma collected $122 million in
tribal gaming exclusivity fees in fiscal year 2014
under the state-tribal gaming compact.
For the first time ever, the fees paid to the state
by Native American tribes for exclusive gaming
rights declined from the previous year. The state’s
F/y 2014 exclusivity fee revenue was the lowest in
three years.
Tribes pay the exclusivity fees based on the
revenue generated from Class III electronic games
and nonhouse-banked card games.
While several factors likely played a part, the
nearly $5.5 million decline from the previous year
coincided with a decrease in fee revenues derived
from electronic Class III games and a rise in the
Figure 1
Tribal Exclusivity Fees 2006-2014

number of Class II electronic bingo machines in
tribal casinos. Tribes do not pay exclusivity fees
on revenue generated from Class II gaming.
The 4 percent downturn in exclusivity fee revenues
occurred despite an overall increase in the number
of Class III games, suggesting possible market
saturation. An increase in Class II machines may
have also played a part in the revenue decline.
Exclusivity fees are distributed to the Education
Reform Revolving Fund (1017 Fund), the
General Revenue Fund and the Department of
Mental Health and Substance Abuse Services
(ODMHSAS). The 1017 Fund saw a $4.8 million,
or 4.3 percent, decline in exclusivity fee revenue
in FY 2014, while the GRF saw a $657,000, or
4.3 percent, decline in exclusivity fee revenue.
ODMHSAS statutorily receives a set $250,000
annually from the exclusivity fees.
Data included in this report also show a steady
increase in the amount of exclusivity fees from
Class III table games, although still significantly
less than that from electronic games.
Until last fiscal year, exclusivity payments has
grown annually since 2005, when tribes first began
operating under voter-approved, state-tribal gaming
compacts. Payments continued growing as more
tribes opened gaming establishments in subsequent
years. The compact established exclusivity
payments, one-time startup and annual assessments
for the operation of covered games.
Under the compact, tribes pay monthly exclusivity
fees based on a sliding scale for Class III electronic
games. For the first $10 million in revenue, tribes
pay 4 percent to the state; for the next $10 million,
the payment is 5 percent; and for revenues more
than $20 million, the payment is 6 percent. Tribes
pay 10 percent of the monthly net win from table
games. The compact also includes minimum state
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regulatory requirements on games, accounting and
auditing standards, the licensing of employees,
liability insurance, property claim procedures and
several other provisions.

As required by statute, the exclusivity fees go to the
Education Reform Revolving Fund (1017 Fund),
the General Revenue Fund and the Department of
Mental Health and Substance Abuse Services.

The Gaming Compliance Unit of the Office of
Management and Enterprise Services carries out
the oversight responsibilities granted to the state
under the compact.

As set by statute, ODMHSAS receives $250,000
annually. Of the remaining fees, the 1017 Fund
receives 88 percent and the GRF receives 12
percent.

Where Does The State Money Go?

The 1017 Fund received $107,687,033.52 in FY
2014 compared to $112,506,653.08 in FY 2013.
The GRF received $14,684,595.47 in FY 2014
compared to $15,341,816.33 in FY 2013.

Table 1
Distribution of Exclusivity Funds
FY
2014
2013
2012
2011
2010
2009
2008
2007
2006

Exclusivity
Fees
$122.6
$128.1
$123.9
$122.2
$118.2
$105.6
$81.4
$46.8
$14.2

To
1017 Fund
$98.1
$102.5
$99.1
$97.8
$94.6
$84.5
$65.1
$37.4
$11.4
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To
Gen Fund
$20.1
$25.6
$24.8
$24.4
$23.6
$21.1
$16.3
$9.4
$2.8

Note: In the 2007 legislative session, Senate Bill 820 amended
the 12 percent recipient from OHLAP to the GRF, effective for
FY 2008. OHLAP funds began being directly allocated from
the GRF as requested by Oklahoma State Regents for Higher
Education and approved by the Board of Equalization.
http://www.ok.gov/OSF/documents/GameCompAnnReport14.
pdf and http://www.ok.gov/OSF/Tribal_Gaming/

49

Budget Priorities: The Government and Taxes We Want

Section 2

PROCESS IMPROVEMENT
MAKING THE OKLAHOMA BUDGET PROCESS MORE EFFECTIVE
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“The traditional approach to governmental budgeting is
incremental. The current year’s budget becomes the basis
for next year’s spending plan. Priority-driven budgeting is a
strategic alternative to incremental budgeting.
The philosophy is that resources should be allocated according
to how effectively a program or service achieves the goals and
objectives that are of greatest value to the State.
Government identifies its most important strategic priorities,
and then, through a collaborative, evidence-based process,
ranks programs or services according to how well that align
with the priorities. The government then allocates funding in
accordance with the ranking.”
The Government Finance Officers Association
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Why We Are Changing How We Budget
The Honorable Mary Fallin, Governor, State of Oklahoma

By budgeting toward these goals, we
hope to change the paradigm when it
comes to state fiscal management.

We’ve all heard for years about how
state government’s budgeting process
is broken. It’s true. The way we
budget isn’t producing the results our
state needs.

Using OKStateStat, Oklahoma
will become the first state in the
nation to develop a comprehensive
budgeting system that ties spending
to measurable goals and outcomes.

The difference between today and the
past is now we’re finally taking steps
to fix it.

For example, we say we want to increase prosperity
for all Oklahomans. On OKStateStat, we have set
the goal of increasing the state median household
income from $45,690 in 2013 to $51,420 by 2017.
By the time I give my State of the State address
next year, all dollars
every agency spends on
“At my direction, the Office of
any given goal will be
Management and Enterprise Services
presented alongside that
is implementing a new and improved
goal so policymakers
and the public can
budgeting system that represents
determine whether that
wholesale change to how the state will
spending is effective.
approach deploying its limited resources.”

At my direction, the Office of Management
and Enterprise Services is implementing a new
and improved budgeting system that represents
wholesale change to how the state will approach
deploying its limited resources.
The new approach is
called performance
informed budgeting
and it officially began
in February when I
delivered my State of the
State address.

Performance informed
budgeting bases spending on actual outcomes and
needs rather than arbitrary, unproven wants. It’s
done through strategic measurement, metrics and
data on program outcomes, rather than our current
process which is driven largely by gut feelings,
anecdotes and political winds.

If it is effective,
policymakers can consider expanding successful
programs to get us closer to our goals. If the
spending isn’t effective, we can end that spending
or find a better approach.

This will fundamentally change how we budget.
I believe it will lead to far smarter budgets with
much less waste.

•

Increasing the number of college degrees,
credentials and certificates related to
Oklahoma’s top five industry groups;

Development of Oklahoma’s system began during
my first term when my Cabinet and I worked with
every state agency to set goals and develop ways to
measure our progress toward meeting them.

•

reducing the rate of remediation for incoming
college freshmen from 40 percent in 2015 to 30
percent in 2025;

•

increasing the percentage of 4th grade students
scoring proficient or above on the state
Reading test to 75 percent by 2018;

Other goals we are tracking include:

As a result of that work, we developed 160 key
measurable objectives for state government and
posted them on the website OKStateStat.ok.gov.
Budget Priorities: The Government and Taxes We Want
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•

reducing the percentage of offenders returning
to prison;

•

decreasing our prison population by ten percent
by 2025;

•

decreasing the rate of infant deaths by 13
percent by 2018;

•

decreasing the percentage of children and
adults who smoke;

•

and decreasing heart disease deaths by 25
percent.

rather than budgeting by function or goal. This
often leads to arbitrary figure chasing that is
mistakenly judged solely on whether an agency
receives more or less money rather than whether
spending achieved a desired result.
That’s wrong. Taxpayers deserve to know what the
government is getting done with the money they
provide it, but our budget process rarely answers
that question for them.
Instead of basing spending decisions on what some
agency got last year and how much more they
want next year, we should base them on where
data shows our dollars will be most effective at
achieving goals that positively improve our state.
Performance informed budgeting allows that to
occur, and governments everywhere are beginning
to recognize this.

We’ve set the bar high in every area we can think
of. We may not meet some of these goals. But for
the first time in state history, we will truly hold
ourselves accountable as a state government.
This is a vastly different way to budget than what
state government has used until now.
The previous approach is backward, in my opinion,
because it causes us to budget solely by agency

We are proud to be leading the way in Oklahoma
with a smarter, more conservative approach to
managing the people’s tax dollars.

“The time has come for lawmakers to change the state’s budget
process. It makes no sense to be collecting more revenue, yet
cutting the budgets of most agencies, including transportation
and higher education. Determine what programs the state
should be running and how much it will cost to run them and
appropriate the proper amount.”
Fred Morgan
State Chamber, Journal Record, 6.1.15
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Priorities of Government/Results Washington
The Honorable Jay Inslee, Governor, State of Washington

The Priorities of
Government (POG)
budget approach creates
a strategic framework for
investment decisions.

4. Helps frame the question, “Are we sure
we’re buying things at the best possible
price?”
5. Helps characterize the state budget by
describing activities and results.

This zero-based budget
approach starts with
several basic questions:
1. What are the results
citizens expect from
government?
2. What strategies are most effect in achieving
those results?
3. How should we prioritize spending for most
critical activities to implementing these
strategies?
4. How will we measure progress?
This prioritization of activities is used to guide the
Governor’s budget proposal to the Legislature, and
to communicate that budget to the public.
2013-15 POG Process
During the summer of 2012, Office of Financial
Management staff will be reviewing high-level
indicators, strategies and priorities related to the
six statewide result areas. This assessment will be
considered in the development of the Governor’s
2013-15 budget recommendations released in
December 2012.
Key benefits of the POG Approach:
1. Helps focus on contributions to priority results.
2. Lets us escape agency “silos” and consider
statewide strategies.
3. Makes performance information more relevant
to budget choices.
Budget Priorities: The Government and Taxes We Want

List below are the ten high-level outcomes
that citizens expect from government. Each
result area has a team in the POG, and these
Result Teams do much of the front-line work.
Result areas include improvement in the ...
1. Student achievement in elementary, middle
and high schools and the alue of postsecondary
learning
2. Health of Washingtonians
3. Security of Washington’s vulnerable children
and adults
4. Economic vitality of business and individuals
5. Statewide mobility of people, goods and
services
6. Safety of people and property
7. Improve the quality of Washington’s natural
resources
8. Improve cultural and recreational opportunities
throughout the state
9. Strengthen government’s ability to achieve
results efficiently and effectively
The POG approach was honored as a finalist in
the 2005 Innovations in American Government
Awards sponsored by the John F. Kennedy School
of Government at Harvard University.
http://www.ofm.wa.gov/budget/pog/
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By setting clear goals and
continually tracking results,
the state will be better
equipped to engage its
employees, partners and the
public in building a healthier,
better-educated and more
prosperous Washington.

World-Class
Education

Prosperous
Economy

Sustainable Energy
and a Clean
Environment

Healthy and Safe
Communities

cient, Effective
and Accountable
Government

www.results.wa.gov
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Results Washington: A more
efficient, effective and transparent
state government
Any organization functions better — and gets better results
— when its decisions and actions are guided by solid data.
Washington has seen this firsthand. Over the past decade,
for example, our data-driven “Target Zero” traffic safety
program has helped reduce the state’s fatality accident
rate to record lows. Intensive data-gathering has helped
us speed up our response to reports of child abuse and
streamline delivery of government services, from water
permit approvals to vehicle registration renewals. Now
we’re taking it to a new level.
Governor Inslee believes we
can do more to ensure a faster,
smarter and more accountable
state government — a
government focused on key goals
that will help strengthen our economy, improve our schools
and make Washington an ideal place to live and do business.
By setting clear goals and continually tracking results, the state
will be better equipped to engage its employees, partners and
the public in building a healthier, better-educated and more
prosperous Washington. Indeed, the Governor is delivering on
his inaugural address promise that “We will provide efficiency,
effectiveness and transparency.”
Washington has long been a national leader in adapting proven
private-sector methods and tools to measure and improve
state government performance. For the past eight years, tools
such as the Government Management Accountability and
Performance (GMAP) program and Lean process improvement
tools and techniques have been used to improve individual
state agency performance.
The state is now poised to launch Results Washington, a
new system combining the best aspects of GMAP with a
significantly expanded Lean initiative that involves all state
agencies. Results Washington will use the latest technology to
routinely gather, review and display performance data which
will make it easier for citizens to see for themselves how well
state government and its many partners — such as school
districts, local governments and community organizations —
are delivering services and meeting key performance goals.
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Results Washington: A more
efficient, effective and transparent
state government
Any organization functions better — and gets better results
— when its decisions and actions are guided by solid data.
Washington has seen this firsthand. Over the past decade,
for example, our data-driven “Target Zero” traffic safety
program has helped reduce the state’s fatality accident
rate to record lows. Intensive data-gathering has helped
us speed up our response to reports of child abuse and
streamline delivery of government services, from water
permit approvals to vehicle registration renewals. Now
we’re taking it to a new level.
Governor Inslee believes we
can do more to ensure a faster,
smarter and more accountable
state government — a
government focused on key goals
that will help strengthen our economy, improve our schools
and make Washington an ideal place to live and do business.
By setting clear goals and continually tracking results, the state
will be better equipped to engage its employees, partners and
the public in building a healthier, better-educated and more
prosperous Washington. Indeed, the Governor is delivering on
his inaugural address promise that “We will provide efficiency,
effectiveness and transparency.”
Washington has long been a national leader in adapting proven
private-sector methods and tools to measure and improve
state government performance. For the past eight years, tools
such as the Government Management Accountability and
Performance (GMAP) program and Lean process improvement
tools and techniques have been used to improve individual
state agency performance.
The state is now poised to launch Results Washington, a
new system combining the best aspects of GMAP with a
significantly expanded Lean initiative that involves all state
agencies. Results Washington will use the latest technology to
routinely gather, review and display performance data which
will make it easier for citizens to see for themselves how well
state government and its many partners — such as school
districts, local governments and community organizations —
are delivering services and meeting key performance goals.
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Mississippi: Government Core Functions
MCCP Reports, Mississippi Center for Public Policy, May 26, 2015

Successful government reformers have discovered
the necessity of determining what we call “core
governing principles.” Core principles are
determined by a person’s or a party’s understanding
of the primary role of government. Defining
core principles is the crucial first step toward
responsible governing because delivering services
efficiently and effectively is irrelevant unless
government knows what it is supposed to deliver
and why.
By way of illustration, the debate is whether to
“prune and fertilize” or “pull.”
Those who believe core functions of government
exist wherever government can flourish and
grow (meaning, to them, wherever needs are
present) will only be interested in pruning and
fertilizing. Pruning makes a plant healthier,
grow faster and look better.
Others see government as a once-beautiful plant
that has overgrown its boundaries (and moved
beyond its core functions). They’re looking
to pull government’s roots out of every space
where it doesn’t need to be.

Winners of the original debate believed government
existed to bring cohesiveness, legitimacy, and
protection to a nation declaring itself sovereign.
They were repulsed by a government that would
take its citizens’ wealth, exploit its people, and send
its youth into wars birthed from ego and vice. They
knew a free nation needed a strong, yet restricted
government; therefore, they were stern in their
warnings about limiting government’s power.
State and local governments were to preside over
civil and domestic affairs and provide for the
administration of laws according to their own
governing constitutions. Except for the powers
precisely expressed in our U.S. Constitution, the
federal government was to leave the states alone.
Forced uniformity among the states was never
envisioned as desirable or necessary.
These principles first hammered out in America’s
youth are still fresh today. Successful modernday government reformers say these concepts
have been indispensable to them when trying to
determine the core functions of federal, state, and
local governments.

So the Question is ... do we do more with less
by making government efficient at the tasks it
currently performs and use savings to pay for new
programs? ... OR ... do we do less with less by
making government efficient at the tasks it should
perform, returning to other institutions the tasks
they should perform, and returning savings to the
taxpayers?

In a broad sense then, what should government do,
and what should it stay away from? What essential
services must government deliver to successfully
fulfill its proper functions? The answers to these
questions form the basis for determining the core
functions of government at all levels.

The issue of determining the core principles and
functions of government has been fiercely debated
since our country was a mere glimmer in our
Founders’ eyes. Thomas Jefferson probably best
framed the debate when he said:

Every state constitution, which lawmakers swear to
uphold, contains language that cannot be ignored
when building a framework for fleshing out core
government functions. In Mississippi, legislators
must consider Article 3, Section 5:

“Men by their constitution are naturally divided
into two parties. First, those who fear and distrust
© 2015 The Oklahoma Academy Town Hall

the people, and wish to draw all powers from them
into the hands of the higher classes. Secondly,
those who identify themselves with the people,
have confidence in them, cherish and consider them
as the most honest and safe, although not the wise
depository of the public interest.”
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“All political power is vested in, and derived from,
the people; all government of right originates
with the people, is founded upon their will only,
and is instituted solely for the good of the whole.
[emphasis added]”
PRACTICAL APPROACH
Only by carefully considering the proper role of
government can legislators and governors protect
individual rights while providing essential services
to taxpayers in an efficient, cost effective manner.
This is not an “anti-government” philosophy; rather
it ensures that what government is supposed to
do, it does well. Furthermore, great savings can be
obtained if legislators and agencies do not have to
spend time determining how a particular function
can be performed “better, faster, and cheaper,” if it
is not a core function of government to begin with.
For example, in 2002, Governor Gary Locke
(D-Washington state) and his fiscal team used this
approach and developed what they call Priorities
of Government (POG). They identified ten core
functions under POG:
1. Increase student achievement in elementary,
middle and high schools.
2. Improve the quality and productivity of the
workforce.
3. Deliver increased value from post-secondary
learning.
4. Improve the health of Washingtonians.
5. Improve the condition of vulnerable children
and adults.
6. Improve economic vitality of businesses and
individuals.
7. Improve the mobility of people, goods,
information, and energy.
8. Improve the safety of people and property
9. Improve the quality of Washington’s natural
resources.
10. Improve the cultural and recreational
opportunities throughout the state.
These might not be priorities we would identify,
in fact, they are so broadly stated that it would be
difficult to find any current government activity
that would not fit under one of these ten priorities.
Budget Priorities: The Government and Taxes We Want

Nevertheless, the process Locke and his budget
team used to develop these priorities is a giant
step in the right direction. They asked the right
questions, developed a logical process to determine
the answers and prioritized spending accordingly.
They created a new set of tools that can and should
be used by both political parties as a starting point
for healthy discussion.
Terms are important. For example, most of the
ten priorities above use the word “improve.” What
does that mean and how will it be measured?
It is also important to consider whether government
needs to actually deliver the services included in
each priority identified, or simply ensure that the
goals of the priority are accomplished. Priority
three, for example, states: “Deliver increased value
from post-secondary learning.” Can government
really deliver this, or should it read: “Ensure
increased value from post-secondary learning”?
(See California example for further discussion.)
Priority number two states: “Improve the quality
and productivity of the workforce.” If this is
government’s job—and we would argue it is not—
wouldn’t it be accomplished almost entirely if
priorities one and three were fulfilled?
What about priority number six: Is it really
government’s job to improve economic vitality of
businesses and individuals, or should it just provide
the climate in which vitality is most likely?
Regardless of how readers of this document would
answer those questions, it should be clear that using
a process like POG gives legislators a legitimate
place to begin debate, ratification, or modification.
And that’s the hard part, not just because legislators
come from various ideological persuasions, but
because the state’s core functions will serve as the
litmus test for the hundreds of agencies, boards,
commissions, and programs currently funded.
If an agency or program is not advancing one of
the agreed-upon core functions of government, it
should be eliminated. Programs listed in agency
activity indexes should be screened against these
functions.
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A bipartisan ratification of agreed-upon core
functions should be sought within the first few
weeks of legislative sessions. This dramatically
increases the productivity of standing committee
hearings because everyone knows the terms and
the budget limitations.

The Governor’s Council on Information
Technology in its 1995 report stated, “Just as
California’s families focus on essentials when
their budgets are tight, we want our government
doing only what it should do, not what it might do
[emphasis added]. We do not want government to
make a function more efficient if it should not be
performing that function at all. The key is to focus
on results—what needs to be done and then doing
it well.”

EXAMPLES FROM OTHER STATES
Following are examples of process, definitions and
products from other states and municipalities that
developed or attempted to develop core functions.
Arkansas
In 1996, the Murphy Commission issued a report
called The Role and Function of State Government
in Arkansas. One of the report’s opening statements
read: “When government loses sight of its mission,
budgets can grow without constraint, workforces
can become bloated, spending can rise unchecked,
taxes can continually creep upward, and the quality
of essential services can decline.” The Commission
decided the core functions of Arkansas government
were:

The Council also recommended that “all
government programs should focus on ensuring
results by relying on the most efficient and reliable
way to deliver services—whether by actually
providing the service or relying on the competitive
private market. State agencies can only reach
this goal through system-wide review and reengineering.”
On February 7, 1996, Governor Wilson ordered all
departments to:
•

inventory all major activities of their
department and determine, activity by activity,
whether or not it is a core function integral to
accomplishment of the department’s mission;

•

determine if the activity is essential to the
mission of another state department, if it is not
critical to the mission for the department under
review;

•

to ensure safety,

•

to facilitate the “rule of law” and a system of
justice,

•

to assure proper help is provided to individuals
who legitimately cannot meet their own basic
human needs,

•

to assure educational opportunity exists for all
citizens, and

•

develop performance, cost, and quality
measures for all core activities;

•

to act as a responsible steward of public
property and the environment.

•

determine if direct control is essential or,
similarly, if the department can obtain a
comparative advantage over alternative sources
by performing the activity itself; and

•

outsource activities that cannot be performed
cost-effectively by the department.

California
In the fall of 1995, former Governor Pete Wilson
asked every department to examine its mission
and determine its core responsibilities. Core
responsibilities were defined as “the handful
of functions that represent the agency’s and
department’s essential elements or fundamental
reasons for being, not a list of all the functions
enumerated in the statutes.”
© 2015 The Oklahoma Academy Town Hall

Governor Wilson summed up his guidelines with:
“As we approach the 21st Century, California’s
families and businesses will be served by a
government that provides only essential, necessary
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services at the lowest cost, with the highest
quality.” (California would be well-served in
their current budget crisis by returning to theses
principles.)

Weld’s second precept was that “Government ought
not do more with less—it ought to do less with less.
This is only possible for a government that has
boiled its activities down to core functions.”

Hawaii
In December 2002, a special commission
developed core functions to deliver the three goals
outlined in Hawaii’s State Plan.

Weld noted: “The citizen has a right to have only
the government that is absolutely necessary. Or
if we really wanted to be extreme, we could say,
the powers not delegated to the government by
the constitution are reserved to the people! We’re
raiding the citizen’s paycheck to pay for all this
stuff—we’ve got a moral obligation to take as little
as possible.”

The three goals are: 1) a strong, viable economy;
2) a desired physical environment; and 3) physical,
social, and economic well-being.
The core functions developed by the commission to
achieve the goals are as follows:
•
•
•
•
•
•
•

Protect and improve public health and welfare.
Protect and improve public safety.
Provide public education.
Promote a stable and strong economy.
Protect and conserve Hawaii’s natural and
cultural resources.
Support and perpetuate Hawaiian values,
culture, lands, and trusts.
Provide critical administration necessary
for the operation of the above government
functions.

Massachusetts
To concentrate on defining the proper role of
government, former Governor William Weld
suggested a review of the Declaration of
Independence. He was right: If we seek to define
the proper role of government, we could do worse
than to take a cue from our Founding Fathers.
The Declaration of Independence, after all, spells
out why we need government. Its reasons are
refreshingly modest: to secure one’s inalienable
rights to “life, liberty and the pursuit of happiness.”
Governor Weld’s first “basic precept” was
that “government should only do what the
private sector cannot.” If government must take
responsibility, he asked that consideration be given
to the level of government best qualified to do the
job - federal, state, or local.
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In his 1995 report to the citizens of Massachusetts,
Governor Weld suggested the following core
functions:
• Ensure Public Safety: “First and foremost,
government should protect people from being
injured by others or by physical disasters. Our
society was founded on the principle of individual
liberty. For liberty to be protected, there must be
order, for in its absence we cannot be secure in our
persons or in our property.”
• Help Those Who Cannot Help Themselves: “State
government ought to help care for those with
limited ability to care for themselves. Not those
who don’t want to work—those who cannot.”
Weld’s emphasis was on needy children and senior
citizens, disabled adults and transitional assistance.
• Serve as Steward for Our Public Property: “State
government ought to take care of those assets,
including our natural resources of parks, open
space, and rivers, and our built resources, like roads
and bridges.”
• Ensure an Educated Citizenry: “Responsibility
for education rests ultimately with parents. . . .The
state should ensure adequate funding for primary
and secondary education, but should no longer
monopolize its provision.”
Virginia
Former Governor George Allen approached the
state budget with the following philosophy:
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“For every item in the budget, I asked two key
questions: First, is this activity . . . essential for
state government and taxpayers to provide? And
second, is this activity more important than a tax
cut for all Virginia’s working families and small
businesses—or other priorities the citizens have in
law enforcement, education and job creation.”

Programs were abolished within six months
unless they could answer those “burden of proof”
questions. All government functions were turned
into self-standing businesses with chief executive
officers appointed for five-year terms, which can
only be terminated for non-performance. The
Department of Transportation shrunk from 500
employees to 57. Farm subsidies were eliminated
over an eight-month period. Taxes were cut
dramatically, but revenues went up by 20 percent.
The rule in New Zealand was, and still is for the
most part: government should do nothing that can
be done more efficiently or more cost-effectively in
the private sector.

Indianapolis
Former Mayor Stephen Goldsmith’s reform plan
operated under four principles:
1) People governed least are governed
best. Government exists to serve. Period. It should
provide only those services that people cannot
obtain for themselves through the marketplace.

CONCLUSION
When deciding the core functions of government,
the following questions should be asked:

2) Government should be a rudder, not an
engineer. Government should not be so much an
administrator as it should be a facilitator. It should
create an atmosphere in which businesses can
thrive, but it cannot replace the marketplace.
3) People know better than government. Every time
government raises taxes, it makes a bold statement.
It says to people, “We know how to spend your
money better than you do.” In reality, maximizing
the range of choices people have in the free
market—by maximizing the amount of money they
keep for themselves—is the best way to guarantee
health, happiness, and security.
4) Government should be measured the same way
every other enterprise is measured—by results. If
people aren’t getting a dollar’s worth of service for
every dollar they pay in taxes, then government
isn’t helping them—it is ripping them off.
New Zealand
New Zealand, which in the 1980s was
uncompetitive in world markets, and whose
government was nearly bankrupt, reversed the
process and decided all programs and agencies
were abolished unless they met the following
justification: (1) Should it still be done? (2) Who
should do it? (3) Who should pay for it?

© 2015 The Oklahoma Academy Town Hall

•

Is this a proper function of government, or is it
best left to the individual (family) or to private
institutions, such as charitable organizations or
the marketplace?

•

If intervention is necessary, is it best left to
local government which is closer to the people?

•

Does it further increase taxes, regulations, or
the size of government? If so, is this justified?

Many lawmakers are unwilling to determine core
functions of government because 1) it is hard
work and may take years to get right, 2) fierce
philosophical battles must be waged with the end
result being a compromise that may please no one,
and 3) most lobbyists and other special interests
hate it (because it’s new and less pliable once
adopted).
Still, the ultimate responsibility of lawmakers is to
look taxpayers in the eye and honestly report that
government is functioning excellently within its
boundaries and its means.
Starting the governing process with sound core
principles ensures this possibility.
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Core Principles: The Role of Government
Lynn Harsh, CEO, Evergreen Freedom Foundation

The issue of determining the core principles
and proper functions of government has been
hotly debated since the United States was a mere
glimmer in its Founders’ eyes. Winners of the
original debate believed government existed to
bring cohesiveness, legitimacy and protection to a
nation declaring itself sovereign.
The United States’ Founders were clearly repulsed
by a government that would take its citizens’
wealth, exploit its people, and send its youth into
wars birthed from ego and vice. They knew a
free nation needed a strong government, but they
were stern in their warnings about limiting federal
government’s reach and power.
When the United States’ Constitution was adopted,
it listed 22 particular federal powers, but it
enumerated more than 70 limitations—areas where
the federal government was not to preside.

Great thinkers, from antiquity to modern times,
have always argued about the necessary role
of government. In practical terms, government
cannot be benign, benevolent, and omnipotent. It is
designed and run by imperfect mortals, after all. Its
power, therefore, must be carefully constrained to
predetermined legal confines. Otherwise, individual
liberty—the powerhouse that drives cultural, civic
and economic freedom—is left without protection.
Take property rights, for example. A strong and
vital society depends on individuals who have
the freedom to own property with which they can
create value to exchange for life’s necessities and
desires. Property encompasses more than land and
houses: It is our time and faculties; and
how we use their value in exchange for things we
need or want.

Federal government was established to provide
protection from foreign invasion and ensure
domestic peace, justice under the law, necessary
and clearly defined public works, and foreign and
federal relations. States and local governments
were to preside over civil and domestic affairs
and were to provide for the administration of laws
according to their own governing constitutions.
Forced uniformity among the states was never
envisioned as desirable or necessary.

For this reason, our Founders believed, and wrote,
that the right to acquire and use property was an
extension of all other individual rights; and it must
be protected from government interference. Why?
Well, government has no money of its own. What
it spends it must first take from someone through
taxation and regulatory fees it levies on “property”
owned by businesses and households. This is a
very slippery slope. The best protection against
perpetually tumbling down the slope is for citizens
and their government to establish predetermined
core functions for government at every level.

These principles first hammered out in America’s
youth are still relevant today, though government
at both the federal and state levels has grown far
beyond its original confines.

Once these functions are determined and
established in law, government should only levy
taxes and fees on its citizens to the degree it is
absolutely necessary to carry out those functions.

Still, in America or anywhere else in the world,
good public policy can only be developed after
government’s core principles and functions have
been determined. Answering the question, “What is
the role of government?” is a legitimate debate for
citizens and political parties in a free society.

This is not foolproof. To safeguard the inalienable
rights guaranteed to individual citizens, our
Founders defined government’s core functions
in federal and state constitutions. The fact that
politicians and judges violate these safeguards all
the time doesn’t speak well for them as stewards of
the public trust, and it doesn’t speak well for us, the
citizens, that we put up with it.

Budget Priorities: The Government and Taxes We Want
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Still, lawmakers rarely develop public policy based
around their vision of government’s core functions.
Worse, most of the citizens who elect these
stewards of the public trust haven’t thought much
about it either. It’s time we change this.

Well in advance of crunch time, political parties
should bring their core principles and related
programs to the table to determine agreed-upon
priorities. Everything else must be negotiated. The
party whose leaders have the votes and the best
handle on where they want to head will win more
in negotiations in the long run. What they lose this
year (short run), they come back for next year...and
so on.

At the Evergreen Freedom Foundation (EFF), we
believe that a practical way to reinvigorate good
stewardship in citizens and their elected officials
is to engage in vigorous debates about the role of
government. In Washington State, where EFF is
located, we are right in the midst of this process,
and this is how it works.

In Washington State, for example, former
Governor Locke’s budget office developed 11
priorities they believed illustrated the proper
functions of government. After some wrangling
and modifications (though not nearly enough), the
legislature adopted them. Our Foundation does not
agree that some of functions listed are the state’s
business at all, and even if we keep their list, we
would restructure some of the “how tos.”

SET GOVERNMENT CORE FUNCTIONS
First, meaningful core functions for government
must be developed. This requires time and courage.
Most officials will publicly embrace the notion
of developing budgets around a model of more
carefully prioritized spending, but most will also
vigorously oppose or undermine that model in
day-to-day operations. It is difficult to develop
core functions in the face of different ideological
outlooks among lawmakers and obstinate
“insiders” in the bureaucracy, but it can be done.
The decisions made will not be static, but building
budgets around an adopted list of priorities is
a far more stable and efficient system than the
hodgepodge structures used by most levels of
government today.

But even in our disagreement, we can find
billions of dollars in savings for taxpayers. More
important to us is that this decision-making
process eventually puts all the cards on the table,
and citizens can more easily determine what they
believe their government should or should not do.
Following is the abbreviated version of the
priorities adopted by our state’s lawmakers, and our
brief descriptions about how we think they should
be changed.

When bills are passed prior to core principles being
established, legislators are merely propping up or
patching holes in agencies and programs that likely
have fundamental design flaws. Even if agencies
or programs are accidentally complying with what
lawmakers would choose as their core principles,
another serious problem exists when lawmakers
begin the session passing bills dealing with
microeconomic details. They can be assured of
overspending. Our current system of building state
budgets virtually guarantees an upward-spiraling
budget. This is because, prior to determining
how much revenue is available and what the top
legislative priorities are, attention is focused on
individual programs. The early opportunity to
consider the total impact of the budget against core
principles is lost.
© 2015 The Oklahoma Academy Town Hall

1. The state: Increase student achievement in
elementary, middle and high schools. EFF:
Guarantee all children in Washington state an equal
opportunity to achieve literacy and to be prepared
for higher education, work and citizenship.
2. The state: Improve the quality and productivity
of the workforce. EFF: Remove barriers to job
retention and retraining.
3. The state: Deliver increased value from postsecondary learning. EFF: Insist on increased
academic value for the expenditures in postsecondary education.
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4. The state: Improve the health of Washingtonians.
EFF: Deregulate the marketplace to allow more
choices in health care quality and cost, both in the
public and private sectors.
5. The state: Improve the condition of vulnerable
children and adults. EFF: Advance remedies for
vulnerable children and adults by allowing privatesector organizations and local governments to take
the lead in service delivery.
6. The state: Improve economic vitality of
businesses and individuals. EFF: Remove
regulatory barriers to free enterprise and job
creation.
7. The state: Improve the mobility of people,
goods, information and energy. EFF: Ensure the
mobility of people, goods, information and energy.
8. The state: Improve the safety of people and
property. EFF: Protect each individual’s right to
security of life and property.
9. The state: Improve the quality of Washington’s
natural resources. EFF: Be a responsible steward
of Washington’s public lands and protect private
property rights.
10. The state: Improve the cultural and recreational
opportunities throughout the state. EFF: Make
publicly held resources accessible for recreational
and cultural enrichment.
11. The state: Strengthen government’s ability
to achieve its results efficiently and effectively
EFF: Ensure state government is transparent, well
managed, and accomplishes its priorities efficiently,
economically and effectively.
BUILDING GOVERNMENT BUDGETS
Regardless of who wins the initial debate about
what the priorities of government should be,
sensible and practical ways exist to develop a more
responsible and transparent budget.
Conventional thinking says lawmakers must adjust
the current budget for inflation, add caseload
Budget Priorities: The Government and Taxes We Want

increases, splice in a few new initiatives, and call
it good for another legislative session. If revenue
drops, the same conventional thinking allows for
three budget balancing options: 1) raise taxes, 2)
cut important services, or 3) a combination of both.
When budgets are built in this manner, prior to
deliberative efforts to develop core governing
principles, legislators become “enablers”
for agencies and programs that likely have
fundamental problems.
There is another way. It is a budget-building model
called Priorities of Government, or POG. Under
this model, all government spending is on the
negotiating table, and state officials must answer
the following questions:
1. What is the forecasted revenue for the next
budget cycle?
2. What are the essential services that state
governments must deliver to citizens?
3. How will the state measure its progress in
accomplishing those goals?
4. What is the most effective way to accomplish the
state’s goals with the money available?
While the first three questions in the Priorities
of Government budgeting process are about
developing meaningful goals, the last is about
using market forces and competition to deliver
those goals effectively and efficiently without
compromising cost and quality.
To make this process functional, each state agency
must develop what it believes to be its mission, as
established by law. Once this is defined, agency
managers must outline the goals and activities
necessary to accomplish the mission. Each of these
activities should be categorized as high, medium or
low priority and performance indicators and costs
should be identified. The agency’s budget request
to the legislature should reflect those priorities and
guidelines, and lawmakers should review them for
compliance with legislative intent.
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This is the time to have the “make or buy” debate.
As lawmakers review agency goals, they should
consider whether government must actually deliver
the various services necessary to accomplish those
goals, or whether government’s duty is to simply
ensure that the goals are accomplished.

responsibilities where direct control is essential
for public health and safety. These services often
include the use of police powers, the collection
and use of restricted data and the direct control of
finances.
Improve: Core activities can be improved by
restructuring and consolidating operations within a
department, enhancing personnel effectiveness and
employing the most effective technology.

By following this budget process, a government
“buy list” is created, thus moving the discussion
away from “cuts” to outcomes being purchased.
Priorities of Government budgeting provides a
logical process for measuring the activities of
government against desired performance outcomes
and prioritizing purchase decisions accordingly.

Outsource: Sometimes an activity supports a
department’s mission, but it cannot be provided
by state government on a cost-effective basis.
These activities are excellent opportunities for
outsourcing. Once the performance of the program
is outsourced, the responsibility to the consumer
for the quality, reliability and cost-effectiveness
of these services remains with the department.
Central records management, building and grounds
maintenance, and computer operations usually fall
into this category.

This budget process also greatly increases
spending efficiency and economy. Of course, the
different political and economic climates in every
jurisdiction mean timelines for adopting such a
model will vary. This is perfectly understandable,
but a caution is in order: For a budget model like
POG to work, it must be applied to the entire
budget, not only the carefully selected, politically
manageable portions.

Transfer: Some activities do not support a
department’s core mission and there are no
compelling public policy interests to providing
them (i.e., operation of a municipal golf course).
These activities should be transferred to the
private sector, the nonprofit sector, another level of
government, another department, or discontinued.

Each department should examine all programs
under its jurisdiction as they relate to the
department’s core principles. Functions
determined not to be part of the department’s core
mission should be eliminated or transferred to
another department, where the function is core.

PROVIDE FOR ACCOUNTABILITY
It is important that major items in the budget
have clear and precise performance goals stated
in measurable terms. This way, agencies will
understand legislative expectations and legislators
can hold them accountable for performance.

The next step is to review each activity to
determine how it can be performed better, faster
and cheaper, to more efficiently provide services
to the taxpayer. The manager must be willing to
look at the service provided and the clients served,
first to determine if government should provide
the service and, if so, ask how the service can best
be provided. Delivery systems might need to be
changed.

Another indispensable tool for lawmakers and the
public are performance audits, so rarely seen in the
public sector that few people really know what they
are. An initiative from the people to the legislature
instituted this tool recently in Washington State.

We recommend that each activity be sorted into
one of four categories: retain, improve, outsource,
or transfer.

Performance audits are a valuable management
tool, carefully structured around tough, nationally
recognized auditing principles - principles
that cannot be ignored if the best intentions of

Retain: Many of the activities that should be
retained by government have traditionally involved
© 2015 The Oklahoma Academy Town Hall
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legislators and the desires of the public are to be
realized. The non-negotiable defining elements, as
defined by the U.S. Government Accountability
Auditing Standards are:
• Independence. Auditors must be independent,
both in fact and appearance from personal,
external, and organizational impairments to
independence.
• Sufficient, competent, and relevant evidence must
be obtained. Self-assessments do not count.
• Efficiency, economy and effectiveness (program
audits) are the three standards that define
performance audits. They are a three-legged stool.
• Comprehensive written reports must be
communicated to designated authorities in a timely
fashion.
• All performance audits should follow generally
accepted government auditing standards.
Performance audits should be welcomed not
feared. They are invaluable management tools to
determine what is working as intended and what
is not. Furthermore, they almost always result in
significant savings.
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CONCLUSION
Government is not benign, but it is necessary.
The only way to protect human freedom from
government’s enormous power is to contain it
inside agreed-upon boundaries, where it can
administrate its essential functions well. Whatever
is agreed upon today will not remain static for
tomorrow. Freedom-loving people must take their
place at the discussion table and remain there,
patiently, persistently and persuasively debating
government’s essential role.
These discussions should bear fruit at the ballot
box. We will always be tempted to elect citizens
who promise to pass laws to benefit us or a small
group of people for a short period of time. But this
is short-sighted and dangerous. Self-governance is
the essential nurturing place for liberty.
In the end, reorganizing government to deliver the
goods more efficiently doesn’t matter much if we
haven’t answered the more essential question: What
is the proper role of government? Countries around
the globe will answer that question differently,
depending on tradition, culture and who’s in charge
at the time. Essentially it boils down to this: Those
of us who believe in human liberty should make
our case whenever and wherever possible. At
some point in time, opportunity is created, and we
freedom-loving reformers should be on hand to
seize the opportunity.
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Oklahoma Needs Federal Funds Transparency
State Representative Tom Newell and State Senator Greg Treat

It’s no secret that the federal government’s debt is
now more than $18 trillion. A bipartisan chorus of
policy makers and policy analysts agrees that the
current spending patterns of the federal government
are unsustainable.
One of the significant drivers in federal debt has
been the acceptance and expense of federal funds
by state agencies.
According to the state’s Comprehensive Annual
Financial Report (CAFR) prepared by the
Oklahoma Office of Management and Enterprise
Services, total federal funds used by state agencies
in Oklahoma have risen dramatically. Just 10
years ago, in fiscal year 2004, federal funds totaled
$4.3 billion. Now federal funds total $6.7 billion,
meaning our dependence on federal spending is
growing, not decreasing. This growth of 56 percent
exceeds income growth in Oklahoma, inflation
growth, and the growth of other benchmark
economic indicators. We’re more reliant on federal
funds despite the fact that in fiscal year (FY) 2014,
the state set a record for total state tax collections
and fees.
Unfortunately, the use of federal funds by state
agencies historically has not been very transparent.
While Oklahomans can wade through the state’s
CAFR to find the combined total amount of federal
funds for all state agencies, additional and relevant
detail isn’t easily available to the public or even
policymakers on state government transparency
websites.

The good news is that a number of states such
as Utah and Idaho have already enacted laws
requiring greater transparency and detail for
federal funds from state agencies. To bolster the
effort in Idaho, the governor issued an executive
order requiring federal funds transparency prior to
state legislative action, thus making federal funds
transparency permanent in Idaho.
In Oklahoma, we worked during the 2015
legislative session to make such changes as well.
[HB 1748 passed the House with a vote of 69-19
and passed the Senate with a vote of 39-1. It was
vetoed by Governor Mary Fallin.]
It is altogether reasonable for policymakers and
the public to be able to easily obtain information
on federal funds in one location without having
to jump through bureaucratic hoops and red tape.
What state agencies are spending federal funds?
What federal funds have state agencies received
and or what programs? What are the “strings” or
requirements attached to those funds? All of these
questions are valid questions from the public and
policymakers.
It’s time to expand federal funds transparency in
Oklahoma so that policymakers and the public can
have the best information about state agency use of
federal funds and so that we can be better prepared
to provide for core services of government.

According to a recent survey of Oklahoma voters
by Sooner Poll, 64.9 percent of Oklahomans want
to decrease federal influence in Oklahoma. This
same poll found that 87.3 percent think state
government spending of federal dollars should be
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more transparent and 91.6 percent of Oklahomans
believe that it’s important for Oklahoma to be
financially prepared for reductions in federal funds.

Tom Newell, R-Seminole, represents District 28
in the Oklahoma House of Representatives. Greg
Treat, R-Oklahoma City, represents District 47 in
the Oklahoma Senate.
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Federal Funds in Oklahoma
NationalPriorities.org State Smart Database

Introduction
Get “State Smart” about how the federal budget affects you. The federal budget is made up primarily of
your dollars – and it’s your right to know what’s happening with that money.
Every day, residents of Oklahoma are affected by the federal budget. Federal dollars show up in your
community through public services, roads and bridges, public assistance programs, clean air and water,
and much more. You probably pay taxes to the federal government, send your children to schools that
receive federal funds, or know someone who works for a federal agency or contractor. The impact of
federal dollars flowing to and from Oklahoma is significant.
Based on the most recently available data, Oklahoma receive about $39 billion from our federal budget
over the course of a year, between federal grants and contracts to business governments, federal assistance
going right to the residents, and federal employees working there. Because the most recent data
represents different time periods, we have combined data across different years to create this current best
estimate.
At National Priorities Project, our mission is to make the federal budget understandable to all Americans
and to ensure that it reflects the priorities of all Americans. We hope State Smart helps you make your
voice heard.
Note: State Smart reflects the most current budget data available. We update these numbers as we get
them, so check back often. All numbers are expressed in 2015 dollars.
State of Oklahoma
About 3.9 million people live in Oklahoma, our 46th state and birthplace of Chuck Norris. The largest
ethnic racial group is White (67.4%), followed by AIAN, NHPI and others (14.1%), Hispanic (9.6%),
Black (7.1%), and Asian (1.8%). AIAN = American Indian or Native American; NHPI = Native Hawaiian
or other Pacific Islanders. Source: US Census Bureau, American Community Survey 2013, 1-year
estimates (http://www.census.gov/acs/www/)
Oklahoma Unemployment:
In 2013, the Oklahoma unemployment rate was 5.4%, compared to 7.4% for the US overall. The official
unemployment rate counts only those people who are actively seeking work. Many economists think it’s
important to take a broader view and to count not only the officially unemployed, but also those who have
given up looking for work or unwillingly working part time because they can’t find a full-time job.
Source: Bureau of labor Statistics; local Area Unemployment Statistics and alternative Measures of
Unemployment ( http://www.bls.gov/lau/ )
Oklahoma Poverty
Overall, Oklahoma has a higher poverty rate than the US. The median household income in Oklahoma is
$47,170, lower than the US median of $53,942.Source: US Census Bureau, American Community Survey
2013 1-year estimates (http://www.census.gov/acs/www/ )
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How Federal Money Gets to Oklahoma
There are four basic ways federal dollars flow into Oklahoma, impacting you and your neighbors.
1.
2.
3.
4.

Federal dollars in the Oklahoma budget, which fund public assistance programs;
Direct benefits from the federal government paid to individuals;
Payments to vendors to perform federal contracts; and
Salaries paid to federal employees working in the state.

Federal Dollars in the Oklahoma Budget
Every state budget in the US relies on money from the federal government, and many local budgets do
too. Nationally, the percentage of state revenues that come from federal dollars jumped from 27.8% to
35.6% between 2008 and 2010, as the Recovery Act money trickled down. In 2013, the most recent year
on record, federal money made up 30% of the revenues collected by the 50 states. In 2013, Oklahoma
got $7.3 billion from the federal government, which 33.8% of its total revenue.
That $7.3 billion funds public assistance programs like temporary Assistance to Needy Families (TANF),
Medicaid, the Low Income Home Energy Assistance Program (LIHEAP), and Community Development
Block Grants.
Here’s a breakdown for some of that money. To see these amounts over time and compare them to other
states, visit the Federal Priorities Database Grants to States dataset (http://www.nationalpriorities.org/
interactive-data/database/mashups/kxdb756e97ub5xce/)
•

$3.6 billion; Public Assistance (TANF, Medicaid, LIHEAP, Block Grants)

•

$1.4 billion; Health and Hospitals (WIC, Veterans Care, EPA Superfund)
On top of the federal money going to the Oklahoma state budget, an additional $492.8 million
went directly to local governments within the state. This money funds everything from Community
Development Block Grants to housing and disaster assistance to public transit improvements.

•

$1.0 billion; Education (School Nutrition, Head Start, Title 1)

•

$577.2 million: Transportation (Public Airports, Highways, Mass Transit)

•

$150.8 million; Housing and Community Development (Public Housing and Section 8)

•

$109.8 million; Natural Resources and Agriculture: Conservation, Flood Prevention, Fish/Wildlife
Did You Know: Oklahoma had 82,190 bee colonies. (2012 Census of Agriculture)

Federal Aid to Oklahoma Residents
In 2013, Oklahoma residents received about $22.6 billion in direct benefits from the federal government.
That’s about $5,871 per person. The per-person federal aid to individuals for all states was $5,662.
Source: Bureau of Economic Analysis, Annual State Personal Income (SA35); (http://www.bea.gov/
iTable/itableHTML.cfm?reqid=70&step=1&suri=1&acrdn=4)
Federal Contracts in Oklahoma
In 2013 the Us paid about $477.2 billion to vendors to perform contracts ranging from supplying the
military with weapons to building websites. These contractors performed work in every single state,
including $2.1 billion worth in Oklahoma, about $545 per resident.
© 2015 The Oklahoma Academy Town Hall
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Agency wise, the biggest spender in Oklahoma was the Department of Defense, which oversaw 68% of
all federal contract money in the state. Rounding out the top five list ate Department of Transportation,
Department of Veterans Affairs, Department of Health and Human Services, and the Department of
Justice.
In the last five years, the amount of money spent on federal contracts in Oklahoma has decreased. The
Federal Priorities Database has details and maps comparing Oklahoma contracts to the rest of the country.
Source: USASpending.gov.primary contracts by place of performance; (http://usaspending.gov/)
Federal Employees in Oklahoma
82,842 people in Oklahoma worked for the federal government in 2013. The average annual
compensation for these workers – in other words wages plus benefits – was $82,645. When compared to
average compensation of all jobs in the state, that’s higher.
In total, those 82,842 federal workers in Oklahoma received $6.8 billion in compensation, about 7.4% of
all wages and benefits earned by people who worked in the state. Compare that to Washington DC, where
federal workers represent 38% of all earned compensation, and Hawaii, where federal workers earn 20%
of all compensation in the state. Oklahoma’s 7.4% ranked 7th highest among all states in the US.
Source: bureau of Economic Analysis, Annual State Personal Income (SA06, SA27); (http://www.bea.
gov/iTable/iTableHTML.cfm?reqid=70&step=1&isuri=1&acrdn=4)
How Oklahoma Residents Contribute to the Federal Budget
Oklahoma residents and businesses contribute to the federal government by paying:
•
•
•
•
•

Income and Self-Employment Taxes
Business Taxes
Payroll Taxes (that fund programs like Social Security and Medicare)
Excise Taxes (like gasoline)
Estate and Gift Taxes

In 2013, Oklahoma residents and businesses paid $26.6 billion in federal taxes. Most of that money is
paid by or on behalf of individuals in the form of income taxes, self-employment taxes, and payroll taxes
(75.1%). The next largest contributors are Excise (13.1%), Businesses (11.3%), and Estate/Gift (0.5%).
Source: IRS, IRS Data Book (Tables 5 & 8); (http://www.irs.gov/uac/SOI-Tax=Stats-IRS-Data-Book)
Another way of looking at federal taxes is to add up the categories and track the totals over time. Per
person federal tax contributions have dropped in nearly every state between 2008 and 2009; in the US
overall, they declined by 18%. Although the numbers have been rising in recent years,, as of 2013 they
are not yet back to their pre-recession amounts. Source: IRS, IRS Data Book (Tables 5 & 8); same url as
above.
National Priorities Project
243 King Street, Suite 246
Nothhampton, MA 01060
413.584.9556
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The State Budget Got a Lot More Honest
Wayne Green, Editorial Pages Editor, Tulsa World

For as long as I’ve been covering state politics, I’ve
heard leaders around the state Capitol working on
the key question every year: How do we divide up
the state budget, a spending plan of $7 billion give
or take a few hundred million dollars.
This year that changed.
The state budget - signed into law by Gov.
Mary Fallin on June 1 - has a bottom line of
$24,013,849,390. We’ll round that down to $24
billion.

Forever and anon, Oklahoma government’s top
policymakers, the media and the public in general
have behaved as if appropriations are the same
thing as a budget. They aren’t, Holt said.
It’s as if we pretended that Social Security and
Medicare weren’t part of the federal budget just
because they have dedicated sources of revenue or
that Tulsa’s city budget didn’t include bond issues
and third-penny projects, Holt said.

Congratulations, Oklahoma. Despite all the talk of
a $611 million revenue shortfall, your state budget
more than tripled last year.

“It’s irresponsible not to do it this way,” Holt said.
“A budget is all the money you spend, not just the
money you think about.”

Well, not really. But the way the state writes its
budget did make an important change, and one
worth noting.
State government didn’t get any bigger, but it did
get more transparent. Instead of approving a budget
based exclusively on the money appropriated by
the Legislature ($7.138 billion), this year’s budget
comes a lot closer to actually saying how much
money the state will spend.
The difference is the millions of dollars in
unappropriated state money, including money
state agencies collect on their own or that gets
directly apportioned to various purposes before
the Legislature even starts talking
about a budget.

He said he hopes the new budget produces a
change in thinking about state government.
“You can’t keep taking about a $7 billion budget
when it’s not a $7 billion budget.”
While this year’s budget is more transparent, it’s
still short of representing the full scope of state
government, Holt said.
There’s at least another billion dollars in state
government not represented in the bottom line.
Perhaps more.
While the budget reflects every penny that is
expected to be spent by state
agencies that receive state
appropriations, there are 85
agencies not represented in the
budget. And those agencies also
are spending money.

Credit Senate Appropriations
Chairman Clark Jolley for the
move to a more honest description
of state government’s breadth.

The so-called nonappropriated
agencies are run completely off
funds collected through dedicated
revenue sources. For the most part
those are small agencies, such as

Why make the change? Sen.
David Holt, a member of the
Senate Appropriations Committee,
said that’s a backward approach to
the issue.
© 2015 The Oklahoma Academy Town Hall

“The real question is: Why have we been doing it
the way we have been doing it?”
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the peanut commission, which had a 2013 budget
of $3 million and one employee.
But there are a few very big unappropriated
agencies. The Oklahoma Turnpike Authority
has projected 2016 operating revenue of $254.8
million. That comes from the tollpayers. The
Oklahoma Employment Security Commission had
a 2015 budget of $105 million, all from federal
taxes. The Oklahoma Lottery Commission had
2013 budget of $189.4 million, part of the price of
gambling.
Jolley has said he intends to get all state agencies
- whether they received appropriations or not - in
next year’s budget bill, Holt said.
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“We will have work to do next year,” Holt said.
That $611 million revenue shortfall was very
real. It’s how much less money legislators had to
appropriate this year - before they started moving
money around from the constitutional “rainy day”
fund and state agency cash accounts.
It represents $611 million worth of difficult choices
that had to be made and real reductions in the
state’s ability to deal with education, public safety,
roads, health, mental health and a lot of other
things.
Recalculating the bottom line doesn’t change any
of that, but it does give us all, for good or ill, a
more honest representation of just how big state
government is in Oklahoma.
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The State Budget: Far Larger Than Appropriated
Editorial Board, The Oklahoman

The state-appropriated budget approved by
lawmakers this year totaled $7.1 billion. That’s
quite a sum, and interest groups often loudly insist
they should get a larger slice of that particular pie.
Here’s the problem: That figure represents only
a fraction of total state government spending in
Oklahoma. The real total is at least $24 billion after
accounting for funds reaped outside the legislative
budget process.

Once you combine all sources, Oklahoma schools
have $8.2 billion in funding for the coming year,
more than three times the amount reflected in their
line-item appropriation.

Critics believe the gap between those two figures,
and the disproportionate attention given to the
smaller figure directly set by lawmakers, has
distorted budget discussions at the Oklahoma
Capitol for years. But a new transparency effort
could shift that dynamic.

Some school advocates essentially argue that
prison funding comes out of education’s hide.
We’re among those who have supported corrections
reform. Done properly, corrections reform could
reduce Oklahoma’s crime rate while also reducing
the prison system’s costs. Yet it’s a stretch to argue
that the money going into corrections is outsized
compared with the amount going to education.
For every $1 going to state prisons, Oklahoma is
spending $15 to educate children.

House Bill 2242, the most recent general
appropriations bill approved by the Legislature,
not only included line-item appropriations
that combine to represent the $7.1 billion in
appropriated funds, but also included a listing of
all state government funds. That information runs
for roughly 30 pages. Those figures were provided
for informational purposes, but they shed light on
state spending practices that have previously been
obscured when only $7.1 billion out of $24 billion
is scrutinized.

Total funding figures provide much-needed
perspective across the board. For example, the
amount of money appropriated by lawmakers this
year roughly equaled the amount appropriated
in 2008, before the national recession fully
hit. Advocates for government spending have
decried post-2008 appropriation reductions and
flat appropriation budgets. Yet in many cases,
agencies have only limited dependence upon
state appropriations controlled by the Legislature.
Thus, the national recession’s impact on state
appropriations was far easier to handle for some
entities than for others.

K-12 school funding is often a key focus of annual
budget discussions, and understandably so. This
year, the school system received $2.4 billion in
appropriations from the Legislature. Yet the school
system also received $475 million in state funding
that is not run through the appropriations process,
as well as $295 million for teachers’ retirement,
also outside the appropriations process.
Then there’s $1.6 billion in local revenues from
property taxes, another $1.8 billion that districts
carried forward, federal funding and other financial
resources.
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Contrast that with the Department of Corrections.
Total funding for the DOC is $546.3 million,
of which $484.9 million comes from state
appropriations directed by the Legislature.

73

•

In the CareerTech system, only around 21
percent of the $632.6 million budget for the
coming year comes from state appropriations.

•

At the Oklahoma State Bureau of Narcotics
and Dangerous Drugs Control, only $3.4
million of its $18 million budget comes from
state-appropriated funds.
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•

The Oklahoma Water Resources Board
received a state appropriation of $6.2 million
this year, but has $22.7 million in total funding.

Yet, oddly, the Oklahoma Supreme Court gets
just $16.9 million of its $43.9 million total budget
through state appropriations.

•

At the Oklahoma Tourism and Recreation
Department, just $19.6 million out of $94.5
million in total funding comes from state
appropriations.

It makes little sense to us for one courtroom to be
provided financial protection against legislative
politics but not vast swathes of the judiciary.

•

The Department of Environmental Quality
receives $6.7 million through state
appropriations out of a total budget of $86.1
million.

•

At the Department of Commerce, just about $1
out of every $4 in its total budget comes from
state appropriations.

•

At the Oklahoma Department of Emergency
Management, just $570,054 of a $7.7 million
budget comes from state appropriations.

One of the more interesting cases is the Insurance
Department, which received $1.6 million in state
appropriations this year, out of total funding of
$10.5 million. In prior years, officials at that
agency have asked to become nonappropriated,
meaning that $1.6 million would be freed up
for other uses. The department, agency officials
have argued, can subsist on fees generated from
regulated entities. Yet the Legislature continues to
appropriate money to it. Why?
Clearly, the way some agencies are financed
insulates them from downturns that may reduce
appropriated funds but not other funds reaped
outside the legislative budget process. Meanwhile,
others are almost entirely dependent upon the
largess of state lawmakers, including some very
important government functions.
Districts courts rely heavily on state appropriations
for funding. Of $56.5 million for court operations
this year, all but $1 million comes from state
appropriations. The entire budget for the Court of
Criminal Appeals comes from state appropriations.
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The Office of Juvenile Affairs also subsists
primarily on state appropriations, receiving $98.9
million of its $119.5 million budget that way. The
same thing holds true for the Oklahoma Ethics
Commission, which gets 84 percent of funding
from direct state appropriations.
Sen. David Holt, an Oklahoma City Republican
who worked with Sen. Clark Jolley, R-Edmond,
to identify the full funding figure, said lawmakers
“didn’t even have an educated guess as to what
the real number was” until this year. When a fuller
financial accounting was provided, he admits, “The
scale of the number shocked everyone.” Holt wants
to build on this transparency effort next year. We
hope he succeeds.
Since the recession, there’s been much hue and cry
regarding large cuts to state agency appropriations,
but the results have mostly gone unnoticed
by the average citizen. A review of total state
funding explains why this is so. In many cases,
those cuts had only marginal impact on state
government functions because so much money
was automatically directed to agencies outside the
appropriations process.
As things stand now, some government entities
are highly vulnerable to appropriation reductions,
while others are impacted only at the edges.
Lawmakers should take that information into
account in future years. A true budget would
account for all revenues and all spending, not just
parts of either. It makes no sense to ignore roughly
70 percent of state government funding when
determining how the remaining 30 percent should
be spent.
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Investing In Results

National Association of State Budget Officers (NASBO)

This section abstracted from a longer paper Investing in Results: Using Performance Data to Inform State Budgeting
Access http://www.nasbo.org/sites/default/files/pdf/NASBO%20Investing%20in%20Results.pdf for a complete copy.

BACKGROUND
For state and local governments, the “traditional”
approach to budgeting typically has centered on
making appropriations to agencies and departments
for specific activities or purposes, often referred to
as “line items,” with the prior budget serving as the
starting point for the upcoming budget cycle and
adjustments made on an incremental basis. Many
states develop a base budget that – except during a
downturn – reflects the level of funding that would
be necessary to provide approximately the same
level of service as the prior year, often adjusted for
factors such as inflation, negotiated pay raises or
health care cost increases. Using this approach,
changes to appropriation levels are viewed in
the context of an increase or a decrease from the
base or baseline, and these changes are generally
incremental in nature.
There are a variety of reason why this has been the
traditional – and still most common – approach to
public budgeting. While not an exhaustive list, the
following benefits are frequently cited as a rational
for the traditional line item budget:
•

•

Control. A government budget appropriates
dollars raised by taxes and fees for specific
public purposes. In general, the governor
proposes the state budget and submits it to the
legislature, while the legislature is responsible
for passing appropriations, subject to final approval by the governor. A budget broken down
at the line item level helps ensure that agencies
and departments use their appropriations for
the purposes intended by state lawmakers and
the governor.

Accessibility. A line item budget, built from a
“baseline” or prior year budget, is generally
simple for decision-makers familiar with the
document to follow. It allows for quick comparisons of how funding levels vary for different line items and from year to year.

•

Stability. State governments are large, complex
entities that are responsible for a multitude
of critical functions. Much like a large ocean
liner, it can be difficult for them to abruptly
change course. In this context, budget changes
that are incremental in nature are generally
perceived as more desirable and less likely to
lead to unintended consequences or problems.

•

Focus. Line item budgets that contain incremental changes allow state legislatures to
concentrate on new initiatives rather than open
up debate on the totality of state spending decisions that have accrued over the years. The
base budget method also allows agencies to
focus on justifying new requests while eliminating some of the burden of explaining past budgets; the time and resources for more in-depth,
comprehensive analysis do not always exist in
state government.

While the traditional approach to budgeting is
still widely practiced, there have been a variety
of alternatives or variations examined and used
in the public sector over the years. These budget
reforms aimed to integrate more information into
the resource allocation decisions, particularly
information on program goals and performance,
while also seeking to focus more attention
on assessing the validity of historical budget
decisions. The emergence of program budgeting
as an alternative to line item budgeting reflected a
desire to shift the focus of the budget process away
from inputs and towards the expected results of
government services. Another alternative is known
as zero-based budgeting (ZBB), where the budget
is (at least according to theory) created without any

Transparency. Line item appropriations with
incremental changes from year to year provide
a readily available, clear context in which the
executive and legislative branches (and the
general public) can discuss the budget and
government activities.
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consideration of past budgets, with all spending
requiring justification for each budget cycle. For
example, the states of Georgia, Idaho and Maine
have experience and active initiatives promoting
a zero-based or modified zero-based budgeting
approach.

variation on how this is accomplished. A broader
definition of performance budgeting, as described
here, allows for more in-depth analysis of the
benefits and drawbacks of the use of performance
in particular policy areas or specific stages of the
budget process.

Another budget approach that emerged as an
alternative to traditional line-item budgeting – and
the primary subject of this report – is performance
budgeting, which may also be referred to as
performance-based budgeting, outcome-based
budgeting, budgeting for results, and so on.
Performance budgeting has become a topic budget
theory and practice in many states (as well as other
levels of government and internationally) over the
years. It should be noted that a variety of terms are
employed in reference to the use of performance
data in budgeting, which can lead to some
confusion for state officials, academic researchers,
policy advocates and others trying to learn more
about this topic.

Just as the definition and current practice
of performance budgeting are subject to
interpretation, the history of its use is also not
clear-cut. Discussions of the linkage between
performance and budget decisions have occurred
for nearly a century, and past budget reform
efforts at the federal, state and local levels of
government have also touched on the subject.
Several sources suggest that there was an increase
interest in the use of performance information
in the budget process in the early 1990s as part
of the “Reinventing Government” movement.
Established by President Bill Clinton in March
1993 and led by Vice President Al Gore, the
National Partnership for Reinventing Government
(formerly the national Performance Review) aimed
to create a government that “works better, costs
less, and gets results Americans care about.”

In addition to this terminology problems, the actual
way that performance data informs budgeting is far
from uniform among the states that practice this
budget approach. This lack of consistency is a key
sticking point in the overall discussion of the extent
to which the approach is practiced among the states
– and whether it can be “proven” to be effective at
influencing decision-making in a way that leads to
better results.
This paper defines performance budgeting as a
budget process where performance information is,
in some way, incorporated into resource allocation
decisions. It can refer to instances whereby
performance information is available and/or used at
any stage of the budget process, including budget
preparation, budget approval, budget execution,
and audit and evaluation. Performance budgeting
practices generally link inputs or costs to program
activities and goals, although it should not be
inferred that this will always mean decreased
funding when programs underperform their goals
or increased funding when goals are exceeded.
It should also be noted that whether states use a
performance-based approach to budgeting is not
typically a straightforward “yes” or “no” answer;
in fact, performance budgeting use at the state level
should probably be viewed along a continuum
from minimal to extensive use, with significant
Budget Priorities: The Government and Taxes We Want

As the case studies in the report appendix
indicate, states that have been using some form of
performance budgeting for a longer period of time
launched their efforts around that time period.
What is the status of the use of performance
budgeting in the states currently? In today’s
limited resource environment, states are
increasingly seeking to build capacity to harness
data and technology to inform decision-making.
As one state budget official noted at a NASBO
meeting, “More and more of our budget is being
eaten up by things we can’t control. So we have to
make the most of the budget dollars we do have.”
In a recent survey of NASBO members, 44 percent
of respondents said that their state uses the term
“performance budgeting” to describe its budgeting
approach – often in conjunction with another type
of budgeting method. In NASBO’s Fall 2013
Fiscal Survey of States, several states reported
enacted changes to budgeting and financial
management practices that establish or expand
performance budgeting and management processes,
reflecting the ongoing shift towards greater use of
performance information in state government.

76

© 2015 The Oklahoma Academy Town Hall

A Priority Driven Budget Process
The Governor’s Finance Officers Association

This section abstracted from a longer paper produced by the Governor’s Finance Officer’s Association.
Access http://www.gfoa.org/sites/default/ for a complete copy.

The Philosophy of Priority-Driven Budgeting
The underlying philosophy of priority-driven
budgeting is about how a government entity
should invest resources to meet its state
objectives. It helps us to better articulate why
the services we offer exist, what price we pay
for them, and, consequently, what value they
offer citizens. The principles associated with
the philosophy of budgeting are:

•

Spend Within the Organization’s Means.
Priority-driven budgeting starts with the
revenue available to the government, rather
than last year’s expenditures, as the basis
for decision making.

•

Know the True Cost of Doing Business.
Focusing on the full costs of programs
ensures that funding decisions are based on
the true cost of providing a service.

•

Prioritize Services. Priority-driven
budgeting evaluates the relative importance •
of individual programs and services rather
than entire departments. It is distinguished
by prioritizing the services a government
provides, one versus another.

•

Do the Important Things Well. Cut back
on the rest. In a time of revenue decline,
a traditional budget process often attempts
to continue funding all the same programs
it funded last year, albeit at a reduced
level (e.g. across-the-board budget cuts).
Priority-driven budgeting identifies the
services that offer the highest value and
continues to provide funding for them,
while reducing service levels, divesting,
or potentially eliminating lower value
services.

•

Question Past Patterns of Spending.
An incremental budget process doesn’t
seriously questions the spending decisions
made in years past. Priority-driven
budgeting puts all the money on the table
to encourage more creative conversations
about services.
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Provide Transparency of Community
Priorities. When budget decisions are
based on a well-defined set of community
priorities, the government’s aims are not
left open to interpretation.

•

Provide Transparency of Service Impact.
In traditional budgets, it is often not
entirely clear how funded services make
a real difference in the lives of citizens.
Under priority-driven budgeting, the focus
is on the results the service produces for
achieving community priorities.

•

Demand Accountability for Results.
Traditional budgets focus on accountability
for staying with spending limits. Beyond
this, priority-driven budgeting demands
accountability for results that were the
basis for a service’s budget allocation.

Budget Priorities: The Government and Taxes We Want

Budget Approaches, Procedures and Tools
National Association of State Budget Officers (NASBO)

Budget Approach (see Table)
States use a combination of approaches to develop
the budget, including incremental or line-item
budgetingconsidered to be more traditional
forms of public sector budgeting-as well as
program budgeting, zero-based or modified zerobased budgeting, and performance budgeting.
Since discussions about these various budget
approaches or decision models can get bogged
down in confusion over terminology, the following
definitions were included in the survey instrument
in an attempt to standardize state responses.
Incremental Budgeting - An approach to
budgeting that generally requires explanation
or justification only for additions or deletions to
current budgeted or base expenditures. Funding
decisions are made on the margin, based on the
justifications for spending increases or decreases
of operating agencies or programs.
Line-Item Budgeting - An approach to budget
development, analysis, authorization and control
that focuses on objects or lines of expenditures (for
example, personnel, supplies, contractual services,
capital outlay).
Program Budgeting - An approach to budget
formulation and appropriations that identifies
programs or activities, rather than line items,
as the primary budget units, and presents
information on program missions, goals and
effectiveness. This information intends to aid
the executive and legislature in understanding
the broader policy implications of their funding
decisions and the expected results of services to be
carried out by programs.
Performance Budgeting - Similar to program
budgeting, this budgeting approach also uses
programs or activities as budget units, and
presents information on program goals and
performance. This budget system places emphasis
on incorporating program performance information
Budget Priorities: The Government and Taxes We Want

into the budget development and appropriations
process, and allocating resources to achieve
measurable results.
Zero-base budgeting (ZBB) or Modified ZBB
A systematic approach to planning and budgeting
that subjects all expenditures to justification
(in contrast to incremental budgeting). Funding
requests, recommendations and allocations for
existing and new programs are usually ranked
in priority order on the basis of alternative
service levels, which are lower, equal to and
higher than current levels. A modified zero-base
budgeting (ZBB) approach may use a spending
baseline above zero (e.g., 80 percent of the current
spending level) or apply the process to programs
on a rotating basis so that only a portion of
programs are subject to ZBB each budget cycle.
NASBO has been engaged in an ongoing project
regarding the use of performance data in state
budgetary decision-making, and has found through
member discussions on the subject that most states
that use a form of performance budgeting do so in
conjunction with other budget approaches In other
words, very few states practice what they would
call pure “performance-based budgeting.” Rather
they use performance data as one tool to inform
funding decisions, for example to help justify new
investments or to guide budgeting in a particular
program area.
Only three states (plus the District of Columbia)
identified performance budgeting as the “primary
budget approach” used, while 25 states indicated
that performance budgeting is used in conjunction
with another primary budget approach, such as
incremental or program budgeting. Oregon was the
only state to identify zero-based budgeting (ZBB)
or modified ZBB as its primary budget approach,
while 12 states listed this as a complementary
budget approach. A majority of states (30 total)
still identified their primary budget approach as
incremental in nature, while 13 states said they
primarily use a program budgeting approach and
three states said they use a line-item approach.
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Primary Method

Secondary Method

Inc Line Prog Perf ZBB
Inc Line Prog Perf ZBB
•							•		
Alabama
Alaska
•						•
•
•
Arizona
•						•
•
•
Arkansas
•						•			
California			•			 •				•
•						•
•
•
Colorado
Connecticut
•						•
•		
Delaware		•				
•		 •		
Florida
•						•
•
•
•
Georgia			 •						 •
•
•		 •
Hawaii			•			 •
Idaho
•						•			
Illinois		•						 •
•
Indiana
•							•
•
Iowa
•							•		
Kansas
•							•		
Kentucky			•			 •
•			
Louisiana				•		 •
•
•		
Maine
•							•		•
Maryland			•			 •
•		 •
Massachusetts
•							•		
•
•
Michigan		•				 •
•
Minnesota			•			 •
•			
Mississippi
•							•		
Missouri
•							 •
•
•
Montana
•							•		•
•							•
•
Nebraska
Nevada
•								•
New Hampshire
•								•
New Jersey				•		 •
•
•		
New Mexico			 •						 •
New York
•							•		
North Carolina
•							•
•
North Dakota
•							•		•
Ohio			•							•
OKLAHOMA
•
•
•							 •
Oregon					 •
•
•
•
•
Pennsylvania			•							
Rhode Island
•							•
•
South Carolina
•							 •
•
•
South Dakota			•			 •
•			
Tennessee
•							•		
Texas				•				•		•
Utah
•									
Vermont
•							•
•
Virginia			•			 •
•		 •
Washington
•							•
•
West Virginia
•							•		
Wisconsin			•			 •
•		 •
Wyoming			•			 •
•		 •
•
District of Columbia				
•		
•
•
•		
Totals
30
3
13
3
1
14 25
32
25
12
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Additional Thoughts and Perspectives
Town Hall Research Committee

Academy staff researched a number of websites and publications that were worthy of inclusion in this
document, but, like we are asking you to do with this topic, we had to PRIORITIZE from a long list of
informational and applicable resources to include. We reviewed the following organizations via their
websites and have cited several of the more relevant publications/articles that should assist you in better
understanding the complexities of budgeting at the state (and local) level. We encourage you to access
each prior to attending the Town Hall, as the information we provide you, as attendees, is helpful in the
development of consensus driven recommendations. Resources include:
Center on Budget and Policy Priorities: http://www.cbpp.org/
Policy Basics: ABCs of State Budgets
National Conference of State Legislatures: http://www.ncsl.org/
State Budget Update: Fall 2014
FY 2016 Budget Status
National Association of State Budget Officers: http://www.nasbo.org/
Fiscal Survey of States: Fall 2014
Budget Processes/Performance Measures – Legislating Evidence Policy making: A look at State Laws
That Support Data Driven Decision Making
Investing in Results: Using Performance to Inform State Budgeting
The Government Finance Officers Association: http://www.gfoa.org/
Developing an Economic Development Incentive Policies
Zero Based Budgeting
Budget Technology Solutions
State and Local Government Performance Management Source Book
Anatomy of Priority Driven Budget Process
State Budget Solutions: http://www.statebudgetsolutions.org
Reality Based Budgeting: How to Permanently Resolve State Budget Gaps
Williams Report: May 20, 2015
Harvard Business Review: https://hbr.org/
It’ Not Just Semantics: Managing Outcomes vs Outputs
Center for Public Policy Priorities: http://forabettertexas.org/
Budget and Tax Primer
Center for Priority Based Budgeting (local/regional levels) www.pbbcenter.org
A Dazzling Portrait of the Power of Priority Based Budgeting
Identifying and Creating a n Inventory of Core Services

Budget Priorities: The Government and Taxes We Want
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THE 2016 LEGISLATION AND BUDGET BOOK
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The Legislature’s Budget for 2016
House Bill 2242 from Oklahoma Legislature 2015

House Bill 2242 funds all agencies receiving state appropriated dollars via the Legislature. There are
seventy-three state agencies that receive appropriated dollars. There are eleven agencies that receive
over 91% of all appropriated dollars. So, a decision was made early on by the Town Hall Research
and Planning Committee that we would focus our efforts on those eleven agencies. To be clear, the
Committee is NOT suggesting that the rest of the state agencies are insignificant in terms of services
delivered or value rendered. It is simply more practical and efficient to focus prioritization and
deliberations on those agencies representing the vast majority of appropriated dollars.
On the next and following pages of this section, we list the eleven agencies, with detailed descriptions
on their historical appropriation and employment trends, missions, programs, goals, major projects, and
savings, efficiencies, and shared services that were found in the State of Oklahoma, Fiscal Year 2016
Budget, submitted by Governor Fallin, to the First Session of the 55th Oklahoma Legislative Session.
The sixty-two (62) agencies listed below share the remaining 9% of appropriated dollars.
Alcoholic Beverage Laws Enforcement Commission
Attorney General
Board of Medicolegal Investigations
Board of Trustees of the OK School of Science &
Mathematics
Commissioners of the Land Office
Corporation Commission
Council on Law Enforcement Education & Training
Court of Criminal Appeals
Department of Environmental Quality
Department of Labor
Department of Mines
District Attorneys Council
District Courts
Ethics Commission
Indigent Defense System
Insurance Department
JD McCarty Center for Children with Dev Disabilities
JM Davis Memorial Commission
Legislative Service Bureau
Military Department
Office of Disability Concerns
Office of Educational Quality & Accountability
Office of Management & Enterprise Services
Office of the Governor
Office of the Lieutenant Governor
Office of the State Treasurer
OK Center for the Advancement of Science & Technology
OK Commission on Children & Youth
OK Conservation Commission
OK Department of Agriculture, Food, & Forestry
OK Department of Commerce
Budget Priorities: The Government and Taxes We Want
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OK Department of Emergency Management
OK Department of Libraries
OK Department of Veterans Affairs
OK Educational Television Authority
OK Historical Society
OK Horse Racing Commission
OK House of Representatives
OK Merit Protection Commission
OK Space Industry Development Authority
OK State Bureau of Investigation
OK State Bur. of Narcotics & Dangerous Drugs Control
OK State Senate
OK State University Medical Authority
OK Tax Commission
OK Tourism & Recreation Department
OK Water Resources Board
Pardon & Parole Board
Physician Manpower Training Commission
Rural Economic Action Plan Fund
Scenic Rivers Commission
State Arts Council
State Auditor & Inspector
State Bond Advisor
State Department of Rehabilitation Services
State Election Board
State Fire Marshal
Supreme Court
University Hospitals Authority
Will Rogers Memorial Commission
Workers Compensation Commission
Workers’ Compensation Court of Existing Claims
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THE LEGISLATURE’S BUDGET

FY 2016 Budgets of Oklahoma’s Eleven Largest State Agencies
(in dollars, arrayed by amount of state appropriations received)
State Agency
State Board of Education
Health Care Authority
Higher Education
Human Services
Corrections
Mental Health
Transportation
Career Tech
Public Safety
Juvenile Affairs
Health Department
Group Total

Appropriated
2,484,873,132
971,050,513
963,412,106
678,946,518
484,900,943
340,691,562
184,901,463
133,872,467
100,309,377
98,999,033
60,632,476
6,502,589,590

Dedicated Interagency
Other Funds
Total
2,882,683
48,847 5,725,637,249 8,213,441,911
714,559,501 644,785,929 3,338,712,155 5,669,108,098
19,588,498
- 2,140,725,014 3,123,725,618
2,735,500 79,699,421 1,559,372,501 2,320,753,940
57,979,183
3,473,606
546,353,732
19,145,696 47,544,032
45,757,908
453,139,199
660,100,000 50,500,000
759,000,000 1,654,501,463
4,350,000
8,513,500
485,893,323
632,629,290
38,980,000 17,000,000
24,000,000
180,289,377
1,146,049 18,382,582
1,071,000
119,598,664
64,943,582 50,069,469
199,094,014
374,739,541
1,586,410,692 916,543,780 14,282,736,770 23,288,280,833

Total All State Agencies

7,138,420,504

2,097,787,267		 14,777,141,618 24,013,849,390

Group/Total Budget Percentage

91%

76%

-

97%

% Approp
30%
17%
31%
29%
89%
75%
11%
21%
56%
83%
16%
28%
30%

97%

THE LEGISLATURE’S BUDGET

FY 2016 Budgets of Oklahoma’s Eleven Largest State Agencies
(in dollars, arrayed by percent dependence on state appropriations)
State Agency
Corrections
Juvenile Affairs
Mental Health
Public Safety
Higher Education
State Board of Education
Human Services
Career Tech
Health Care Authority
Health Department
Transportation
Group Total

Appropriated
484,900,943
98,999,033
340,691,562
100,309,377
963,412,106
2,484,873,132
678,946,518
133,872,467
971,050,513
60,632,476
184,901,463
6,502,589,590

Dedicated Interagency
Other Funds
Total
57,979,183
3,473,606
546,353,732
1,146,049 18,382,582
1,071,000
119,598,664
19,145,696 47,544,032
45,757,908
453,139,199
38,980,000 17,000,000
24,000,000
180,289,377
19,588,498
- 2,140,725,014 3,123,725,618
2,882,683
48,847 5,725,637,249 8,213,441,911
2,735,500 79,699,421 1,559,372,501 2,320,753,940
4,350,000
8,513,500
485,893,323
632,629,290
714,559,501 644,785,929 3,338,712,155 5,669,108,098
64,943,582 50,069,469
199,094,014
374,739,541
660,100,000 50,500,000
759,000,000 1,654,501,463
1,586,410,692 916,543,780 14,282,736,770 23,288,280,833

Total All State Agencies

7,138,420,504

2,097,787,267		 14,777,141,618 24,013,849,390

Group/Total Budget Percentage

91%
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-

83

97%

% Approp
89%
83%
75%
56%
31%
30%
29%
21%
17%
16%
11%
28%
30%
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The Governor’s Executive Budget for 2015
FY2016 Executive Budget and Historical Information

The budget data presented here, and in the remaining pages of this section, is for
the eleven largest state agencies. The source is the FY 2016 Executive Budget.

THE GOVERNOR’S EXECUTIVE BUDGET
State Appropriations and Total Budget
(millions of dollars)
EDUCATION
Appropriation
Total Budget
Appropriation Ratio

FY-2011
$2,246,035
$3,587,623
63%

FY-2013
$2,350,552
$3,082,383
76%

FY-2014
$2,433,127
$3,131,390
78%

FY-2015
$2,484,873
$3,202,407
78%

HIGHER EDUCATION
FY-2011
FY-2012
FY-2013
Appropriation
$953,666
$945,260
$955,260
Total Budget
			
HEALTH CARE AUTHORITY FY-2011
FY-2012
FY-2013
Appropriation
$699,876
$920,719
$921,983
Total Budget
$4,768,667 $5,233,731 $5,367,598
Appropriation Ratio
15%
18%
17%

FY-2014
$988,549
-

FY-2015
$987,523
-

FY-2014
$1,001,386
$5,571,716
18%

FY-2015
$905,365
$5,555,135
16%

∆
29%
16%
11%

HUMAN SERVICES
Appropriation
Total Budget
Appropriation Ratio

FY-2014
$630,958
$2,389,740
26%

FY-2015
$674,870
$2,423,224
28%

∆
35%
7%
26%

FY-2011
$500,110
$2,262,840
22%

FY-2012
$2,330,604
$3,119,864
75%

FY-2012
$514,518
$2,275,144
23%

Budget Priorities: The Government and Taxes We Want

84

FY-2013
$586,958
$2,331,005
25%

∆
11%
-11%
24%
∆
4%
-		
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CORRECTIONS
Appropriation
Total Budget
Appropriation Ratio

FY-2011
$462,142
$561,122
82%

FY-2012
$459,831
$573,522
80%

FY-2013
$463,731
$606,103
77%

FY-2014
$476,731
$601,303
79%

FY-2015
$470,901
$582,886
81%

∆
2%
4%
-2%

MENTAL HEALTH
Appropriation
Total Budget
Appropriation Ratio

FY-2011
$183,635
$314,331
58%

FY-2012
$183,113
$304,880
60%

FY-2013
$311,421
$439,219
71%

FY-2014
$336,821
$466,342
72%

FY-2015
$338,692
$463,820
73%

∆
84%
48%
25%

FY-2011
$114,771
$1,722,580
7%

FY-2012
$106,737
$1,424,269
7%

FY-2013
$206,406
$1,856,656
11%

FY-2014
$208,707
$2,149,158
10%

FY-2015
$197,228
$2,037,655
10%

∆
72%
18%
45%

CAREER TECH
Appropriation
Total Budget
Appropriation Ratio

FY-2011
$143,377
$175,702
82%

FY-2012
$133,743
$167,275
80%

FY-2013
$135,143
$165,116
82%

FY-2014
$138,143
$165,949
83%

FY-2015
$138,728
$180,357
77%

∆
-3%
3%
-6%

JUVENILE AFFAIRS
Appropriation
Total Budget
Appropriation Ratio

FY-2011
$97,664
$109,357
89%

FY-2012
$95,916
$110,287
87%

FY-2013
$96,187
$110,652
87%

FY-2014
$98,187
$122,549
80%

FY-2015
$96,499
$116,710
83%

∆
-1%
7%
-7%

PUBLIC SAFETY
Appropriation
Total Budget
Appropriation Ratio

FY-2011
$88,432
$242,287
36%

FY-2012
$84,895
$218,087
39%

FY-2013
$89,895
$206,003
44%

FY-2014
$90,417
$202,187
45%

FY-2015
$95,709
$211,135
45%

∆
8%
-13%
24%

HEALTH
Appropriation
Total Budget
Appropriation Ratio

FY-2011
$61,548
$378,249
16%

FY-2012
$59,478
$384,885
15%

FY-2013
$61,784
$380,007
16%

FY-2014
$62,984
$392,791
16%

FY-2015
$60,632
$389,450
16%

∆
-1%
3%
-4%

FY-2011
7,549
4,151
2,426
2,072
1,773
1,435
771
451
329
288

FY-2012
7,439
4,266
2,352
2,008
1,688
1,409
701
477
284
268

FY-2013
7,188
4,264
2,323
1,985
1,636
1,408
712
489
289
260

FY-2014
7,305
4,249
2,381
1,998
1,654
1,451
715
522
295
256

FY-2015
7,293
4,135
2,364
2,081
1,653
1,492
733
543
275
247

∆
-3%
0%
-3%
0%
-7%
4%
-5%
21%
-16%
-14%

TRANSPORTATION
Appropriation
Total Budget
Appropriation Ratio

STAFFING FTE
Human Services
Corrections
Transportation
Health
Mental Health
Public Safety
Juvenile Affairs
Health Care Authority
Education
Career Tech
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Department of Education

FY 2016 Executive Budget and Historical Information
Mission
The mission of the Oklahoma State Department of
Education (SDE) is to provide assistance to school
districts across the state with a goal of improving
academic outcomes.

quantitative component. The SDE will continue
to work to implement both the qualitative and
quantitative components of TLE;
3. Continue evaluating the current A-F Grading
system and look for opportunities to increase
accuracy and transparency. It is critical parents
and communities have a valid and reliable
school accountability system;

Programs
•
•
•
•
•

Instruction
Accountability and Assessments
Student Support
Special Education
Federal Programs

4. Conduct evaluations of SDE staff to determine
the capacity to provide comprehensive
services to the state’s school districts; and

Accomplishments over Past Year
•

•

•

5. Seek to develop consistent, reliable and
continuous communication with stakeholders.

Science standards were adopted in March
2014. The State Board of Education created
a Steering Committee to develop the process
for creating new English Language Arts (ELA)
and Mathematics standards. The process to
write the standards is expected to be set in
early 2015;

Major Agency Projects
To meet the March 31, 2015 deadline, the SDE
will respond to the ESEA flexibility request
waiver to confirm requirements are being met;

•

The SDE will work to develop college and
career ready standards in mathematics and
English Language Arts; and

•

As required by the United States Department
of Education (USDE), the SDE will fully
participate in the Teacher Equity Project with a
plan produced no later than June 30, 2015.

The qualitative component of Teacher
and Leader Effectiveness (TLE) has been
implemented and is being used at a high level
of fidelity by 100 percent of districts across the
state; and

•

While continuing improvement is needed,
Oklahoma’s 2013 National Assessment of
Educational Progress (NAEP) scores for
Reading and Mathematics in Grade 4 and
Reading in Grade 8 have improved by two
points since 2011.

Savings and Efficiencies in FY-2015
1. Cooperation continues with OMES-ISD to
consolidate IT services for savings on software
and mainframe infrastructure programs;

Goals for Upcoming Year

2. Reorganized and combined conferences
statewide to allow for clear messaging,
reduced costs, higher quality presenters and
more training options at larger events to
reduce costs;

1. Work to finalize the Oklahoma Academic
Standards with input of experts across the
country and through collaboration with
education stakeholders;
2. Committed to an effective method of
evaluation for teachers and leaders, and
will work with the Legislature to find an
appropriate solution to developing the
Budget Priorities: The Government and Taxes We Want

3. Online training and resources, including
iTunesU, webinars, enhanced listservs, data
systems and free open source online content
and software, are being utilized to reduce
costs in training and software;
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4. The SDE now uses e-pro for acquisition of goods and services in order to create efficiencies in its
purchasing process; and
5. The agency has entered into agreements with CareerTech and the Department of Mental Health and
Substance Abuse Services for employee sharing of related services.

FY 2015 Revenue by Source

FY 2015 Budget by Program

47% State
12% Federal; 29% Local; 16% Other

59% School Support
13% Flex Benefit Allowance; 12% Federal Programs;
10% Nutrition/School Lunch; 6% Other
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Health Care Authority

FY 2016 Executive Budget and Historical Information
Mission
To responsibly purchase state and federally
funded health care in the most efficient and
comprehensive manner possible; to analyze
and recommend strategies for optimizing the
accessibility and quality of health care; and to
cultivate relationships to improve health outcomes
of Oklahomans.

use evidence-based techniques to improve
member self management skills and health
outcomes; and
•

Programs
The Oklahoma Health Care Authority administers
SoonerCare which is Oklahoma’s Medicaid
program. The Oklahoma Health Care Authority has
the task of providing government -assisted health
insurance coverage to qualifying Oklahomans.
SoonerCare offers varying health benefit packages,
and each has a different name. Each of those
benefit packages is listed below:
•
•
•
•
•
•
•
•

Goals for Upcoming Year
1. Purchase cost effective health care responsibly
for members by maintaining appropriate rates,
strengthening the health care infrastructure;
2. Ensure medically necessary benefits and
services are responsive to the health care
needs of members;

SoonerCare Choice
SoonerCare Traditional
SoonerCare Supplemental
Opportunities for Living Life
SoonerPlan
Soon-to-be-Sooners
Insure Oklahoma Employer-Sponsored
Insurance (ESI)
Insure Oklahoma Individual Plan (IP)

3. Educate and engage members regarding
personal responsibilities for their health
services utilization, behaviors and outcomes;
4. Protect and improve member health and
satisfaction, as well as ensure quality with
programs, services and care;

Accomplishments over Past Year
•

5. Provide and improve health care coverage to
the qualified populations of Oklahoma;

Achieved the lowest Payment Error Rate
Measurement (PERM) rating of any of the
17 states in rotation (.28 percent Oklahoma;
5.8 percent national average) with the CHIP
error rate also among the lowest in the nation
(1.39 percent Oklahoma, 6.1 percent national
average);

•

Continued success of the Patient-Centered
Medical Home (PCMH) model of care which
incorporates a managed care component
with traditional fee-for-service and incentive
payments;

•

Embedded Health Coaches at targeted
sites with high-risk and at-risk Sooner Care
members receiving face-to-face health
coaching while at the doctor’s office; coaches
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Created a database to easily refer pregnant
SoonerCare tobacco users who would like help
with quitting or remaining tobacco free to the
Oklahoma Tobacco Helpline (Helpline) with
11 percent of pregnant callers referred to the
Helpline by the OHCA Electronic Fax Referral
Initiative.

6. Foster excellence and innovation in the
administration of the OHCA; and
7. Advance collaboration among public and
private individuals and entities to build a
responsive health care system for Oklahoma .
Major Agency Projects
OHCA’s top three priorities for next year include:
(1) fiscal considerations, (2) quality initiatives, and
(3) technological improvements.
Fiscal considerations
•
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Maintaining a low PERM error rate, to build on
past success;
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•

•

Supporting our members’ needs with a strong,
statewide provider network by maintaining
provider rates; and

Technological Improvements
•

Implementing technological improvements
to increase agency productivity, enhance
communication with members and providers
using methods they prefer and improve data
exchange capabilities among other health
related state and federal entities; and

•

Continuing efforts currently underway seeking
enhanced federal funding through the use of
Advance Planning Document avenues.

Spending program and administrative dollars
as efficiently and effectively as possible.

Quality initiatives
•

•

•

Focusing on members’ clinical outcomes,
ensuring medical necessity prior to payment,
and developing approaches to expand
members’ use of PCMHs and urgent care
clinics as well as decreasing their use of
emergency room services for non-emergency
situations;

Savings and Efficiencies in FY-2015

Expanding the Health Management Program
(HMP) in FY-2015 by doubling numbers served
from 5,000 to 10,000; and
Collaborating with other state agencies to
develop the Oklahoma Health Improvement
Plan with the goal of improving the health
of SoonerCare members. The OHCA and
the Oklahoma State Department of Health
(OSDH) have agreed to focus upon the
development of joint strategies to address the
state challenges of prescription drug abuse,
childhood

•

Avoided costs of nearly $182 million since
2008 because of the implementation of
SoonerCare HMP;

•

Sustained enhancements to the Online
Enrollment system have helped keep
administrative costs down and made
enrollment and renewal processes easy for
members and partner agencies; and

•

Continued to realize cost savings through
innovative programs such as PCMHs and HMP,
both of which received independent reviews in
SFY-201417

FY 2015 Revenue by Source

FY 2015 Budget by Program

17% State
59% Federal; 24% Revolving

93% Medicaid Payments
2% Premium Assistance Programs; 5% Other
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Higher Education

FY 2016 Executive Budget and Historical Information
Mission
The mission of the Oklahoma State Regents for
Higher Education (OSRHE) is to build a nationally
competitive system of higher education that
will provide education programs and services
universally recognized for excellence, expand
frontiers of knowledge and enhance quality of life.

•

Provide additional resources to continue
support for growth in concurrent enrollment
program; and

•

Provide additional Summer Academies
throughout the higher education system
with an emphasis on Governor Fallin’s STEM
education initiative.

Programs
The OSRHE system is comprised of 25 colleges
and universities, including two research
universities, 11 regional universities and 12
community colleges.

Major Agency Projects
Complete College America (CCA) Initiative,
the most comprehensive and ambitious higher
education initiative ever undertaken by Oklahoma.

Accomplishments over Past Year

•

The goal is to increase the number of degrees
and certifications earned in Oklahoma by
1,700 per year for 12 years, resulting in a 67
percent increase by 2023.

•

CCA is part of a unified economic policy
that involves the Governor, postsecondary
education, business and industry;

•

CCA and the National Governors Association’s
(NGA) Complete to Compete action plan is
an acceleration of efforts to make significant
improvements to two critical segments of
the educational pipeline in Oklahoma: (1)
restructuring remedial and developmental
education, and (2) developing accelerated
degree and certification completion options;
and

•

Supporting these efforts is Oklahoma’s revised
Performance Funding Formula that utilizes
appropriate components of the state and
campus level CCA and NGA metrics. These
metrics reflect new priorities by measuring and
rewarding improvement in outcome measures.

•

Exceeded Oklahoma’s higher education
Complete College America system degree
completion goal for our second consecutive
year. Oklahoma higher education institutions
had a degree completion increase of 3,577,
exceeding the 1,700 goal set by Complete
College America Initiative;

•

According to “Enterprising States”, a project
of the National Chamber Foundation,
Oklahoma is ranked 5th for College
Affordability and 17th in STEM Job Growth;

•

Institute for College Access and Success
reports Oklahoma is ranked 5th in the nation
with the lowest amount of student debt –
average student debt is 33 percent below the
national average; and

•

Forbes Magazine ranks Oklahoma as 2nd
in the nation for the best state for recent
graduates to locate and secure employment
since 2008.

Goals for Upcoming Year

Savings and Efficiencies in FY-2015

•

Build upon the increase in degrees and
certificates earned by at least 1,700 each
year under the Complete College America
initiative;

•

•

Ensure a seamless arrangement of credit
transfers among institutions in the state system
through the Course Equivalency Project, with a
special emphasis toward online courses;

Budget Priorities: The Government and Taxes We Want
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The Statewide-OneNet Partnership brings
together the Oklahoma State Regents for
Higher Education, the Office of Management
and Enterprise Services and the Oklahoma
Department of Transportation in a cohesive
approach to achieve cost savings for the state.
The Statewide-OneNet Network Partnership
is estimated to achieve approximately $4.2
million in annual savings for state agencies.
© 2015 The Oklahoma Academy Town Hall

FY 2015 Revenue by Source

FY 2015 Budget by Program

38% State
47% Tuition and Fees; 16% Other

83% Colleges and Universities
9% Student Assistance; 8% Other
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Human Services

FY 2016 Executive Budget and Historical Information
Mission
Oklahoma Department of Human Services
(OKDHS) improves the quality of life of vulnerable
Oklahomans by increasing people’s ability to lead
safer, healthier, more independent and productive
lives.

Accomplishments over Past Year

Programs

2. Educated staff on process improvement
methodology and implementing LEAN/Six
Sigma process improvement projects across
the state;

Aging Services (ASD):
•
•
•
•

ADvantage Program
Personal Care Program
Local Social and Nutrition Programs
Senior Community Service Employment
Program (SCSEP)

Child Welfare Services (CWS):
•
•
•

Adoptive Services
Foster Care
Child Welfare

Child Support Services (CSS):
•
•
•

Paternity Establishment
Child Support Order Establishment and
Modification
Child Support Enforcement

Developmental Disabilities Services (DDSD):
•
•

Institutional Facilities
Home and Community Based Waiver Programs

Adult and Family Services (AFS):
•
•
•
•
•
•

Temporary Assistance for Needy Families
(TANF)
Supplemental Nutrition Assistance Program
“SNAP” (formerly Food Stamps)
Low-Income Home Energy Assistance Program
(LIHEAP)
Child Care Subsidy
Refugee Assistance
Adult Protective Services

Child Care Services (CCS):
•
•

Child Care Subsidy
Child Care Facility Licensing

Budget Priorities: The Government and Taxes We Want

1. Created several new enterprise workgroups to
enrich partnerships within the agency, reduce
duplication of efforts, and provide a better
understanding of agency work;

3. Partnered with the University of Oklahoma
Center for Public Management (OUCPM)
to measure needs, develop plans, create
curriculum and create an evaluation plan for
the Enterprise Learning Project. This project
includes a new employee orientation program,
leadership development program and
customer service training;
4. Successfully moved intellectually disabled
clients out of the resource centers and into the
community;
5. Virtually eliminated shelter use for children
under two-years-old and have greatly reduced
shelter use for children under six-years-old;
6. Improved caseloads through the hiring of more
than 600 front-line workers, supervisors and
child welfare assistants with the positive result
of decreased turnover rates;
7. Conducted an outreach project and created
extensive community partnerships to assist
with meeting customer needs and making
child support services available and more
easily understood;
8. Assumed administration of the Senior
Community Service Employment Program
which provides training and employment
services to eligible low-income job seekers
age 55 and older who have poor employment
prospects;
9. Opened up two-way communication with all
Adult and Family Services staff via forums
with the division director, enhanced use of
technology, monthly leadership meetings and
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Major Agency Projects

quarterly statewide leadership trainings for
county directors;
10. Provided clients with more information
regarding employment opportunities through
the county offices;
11. Provided an average of 2,388 child care
providers with more than $126 million to
subsidize childcare costs for low-income
families;
12. Ranked, because of DDSD, in the top two
states nationally for individuals with intellectual
disabilities that participate in employment; and
13. Issued an RFP related to OK Benefits which
when operational will convert a number of
DHS programs to a more user friendly IT
platform.
Goals for Upcoming Year

2. Initiating several projects to provide better
services to children and families; improve
staff wages, retention, and training; increase
payments to families with custody children
and adoptive families; reduce the number of
children coming into custody; and shorten the
time children are in custody;
3. Adequately distributing and balancing AFS
work throughout the state, using the results
of a time and motion study done of frontline eligibility staff in partnership with the OU
Center for Professional Development with the
goal of maximizing efficiency and improving
future customer service;

1. Improve client outcomes by focusing on
reducing abuse, neglect and exploitation in
Oklahoma;
2. Increase knowledge about individuals and
families who live in poverty;

4. Undertaking the Collaborative Coaching
Initiative to develop and implement a
structured methodology for the continuous
development of our employees and the
improvement of our business processes;

3. Develop and implement comprehensive
leadership training for managers;
4. Create a mentoring program for employees;
5. Become a certified Healthy Oklahoma
Business by June 2015;

5. AFS Child Care partnered with the Manpower
Demonstration Research Corporation (MDRC)
to develop a project aimed at increasing the
number of on-time renewals for child care
benefits by reminding clients through the
mail to renew online as well as utilizing the
client’s providers so a child’s placement and/
or the client’s job is not disrupted or placed in
danger; and

6. Provide personal financial management
education opportunities to clients;
7. Select a vendor to provide Phase I
administration of OK Benefits which will target
upgrading IT processes in the areas of Child
Support, Adult and Family Services, and Child
Welfare; and

6. Partnering with BancFirst and MoneyGram to
make it easier to comply with court-ordered
payment obligations. Now a non-custodial
parent can go to any BancFirst or MoneyGram
location and make a payment or pay with a
debit or credit card over the phone. These
new options collected more than $1.2 million
in less than a year.

8. Move from monthly payroll to a bi-weekly
payroll cycle which will make the agency
more competitive with the private sector
and most large state agencies in the area of
recruitment. Bi-weekly payroll is expected
to reduce timekeeping errors and streamline
administrative workload levels.
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1. DHS implemented a Quality Service Initiative
with six standards designed to improve
employee engagement, business process, and
customer services. The six standards are: (1)
customer, co-worker and partner feedback, (2)
quality standards and behavioral expectations,
(3) employees, (4) physical work environment,
(5) business processes and practices, and
(6) integration to make sure the pieces work
together seamlessly;
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Savings and Efficiencies in FY-2015

5. Worked with Child Support Services to make
every effort to recover the cost of welfare
benefits that have been previously paid out
thus reducing the cost of public assistance
programs to taxpayers, and to obtain regular
and reliable child support payments for the
custodial parents, which helps avoid potential
costs to the agency through future benefit
payments;

1. Developed an agency wide framework for
training and development as a response to
the decentralization of training coordination
that led to redundancy and inconsistency. This
new method creates cost effectiveness and a
continuity of learning outcomes as it relates to
employee performance metrics;
2. Partnered with a large network of state
agency partners to collectively address
community workforce development needs
including employment initiatives such as the
joint effort by each AFS County Director and
other AFS staff to build a certified workforce
development system to assist DHS clients,
connecting them to employment opportunities
through OKJobMatch.com;

6. Reduced the average time for delivery of
expedited food benefits from 3.5 to 2.5 days,
with every region seeing improvement;
7. Started the process, in conjunction with OMES,
of replacing the entire agency’s outdated
computers by leasing new computers through
two IT vendors with the computers covered
by a warranty for the next five years. DHS
is the first state agency to work with OMES
to address the critical need for replacing
employee computers in a cost-effective
manner based on available agency financial
resources; and

3. Worked to expand the use of SNAP food
benefits at farmers markets across Oklahoma
by assisting more farmers markets to gain
approval from the federal government to
accept SNAP benefits as well as educating
low income families on the health benefits of
eating fresh foods and vegetables;

8. Initiated a central Fleet Management program
expected to create some cost savings this year
as well as reduce the average fleet odometer
reading by 23,000 miles and mileage
reimbursement costs by $500,000 per year in
the next three years.

4. Realized $4.3 million in savings to the U.S.
Department of Agriculture SNAP program
due to successful SNAP trafficking retailer
investigations;

FY 2015 Revenue by Source

FY 2015 Budget by Program

28% State
64% Federal; 8% Other

39% EBT-SNAP (Food Stamps)
16% Child Welfare; 11% Developmentally Disabled;
10% Adult/Family Services; 24% Other
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“The hard truth is that, despite having a state government
filled with politicians who campaigned on the promise
of “right-sizing” government, Oklahoma government
spending is at an all-time high. If policy makers with
focus on providing core services, government can
be smaller and they can get about the business of
eliminating Oklahoma’s penalty on work.”
Michael Carnuccio
Oklahoma Council of Public Affairs, Journal Record, 4.17.15
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Corrections

FY 2016 Executive Budget and Historical Information
Goals for Upcoming Year

Mission
The mission of the Oklahoma Department of
Corrections (DOC) is to protect the public, protect
employees and protect offenders.

1. Use planning and process improvement
strategies throughout the organization to
maximize resources and ensure the safety of
the public, staff, and offenders;

Programs
•
•
•
•
•
•
•
•
•

2. Improve oversight procedures, provide staff
training, and ensure continual evaluation of
agency operations by evaluating needs for
improvements in correctional practices and
accountability;

Prison Operations
Probation and Parole Services
Community Corrections
Prison Industries
Offender Programs
Community Sentencing
Contracted Services
Health Services
Trust Fund Monies for Offenders

3. Maximize efficiency through partnerships with
community and private entities;
4. Integrate and modernize technology systems;
and

Accomplishments over Past Year
•

•

•

5. Educate and rehabilitate offenders for reentry
into society collaborating with mental health
programs for treatment of the mentally ill.

During FY-2014, DOC assisted the “It’s My
Community” project and its partner, The
Education and Employment Ministry (TEEM),
along with the Tulsa Community Service
Council in development of two Department
of Labor grant applications to serve the
workforce development and reentry needs
of discharging offenders. Both applications
were funded, bringing over one million dollars
into both the Tulsa and Oklahoma City metro
areas to provide workforce development and
training to returning ex-offenders;

Major Agency Projects
Strategic analysis of technology needs and
business processes to plan for implementation
and integration of a state-of-the-art Offender
Management System;

•

Partnership with the Oklahoma Department of
Mental Health and Substance Abuse Services
(ODMHSAS) to help offenders safely and
effectively reenter society; and

•

Collaborate with outside entities, like
Community Sentencing programs and Work
Centers, for efficient and effective offender
housing.

Through innovative partnerships with other
state agencies and private entities, 2,303
offenders participated in GED classes, 466
completed technical trade certifications,
and 1,993 benefited from substance abuse
treatment programs in FY-2014; and

•

In July of 2014, DOC implemented a
comprehensive method for evaluating
department operations. This evidencebased audit instrument is designed to assist
in ensuring compliance with directives and
developing best practices through sound
correctional principles.
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Savings and Efficiencies in FY-2015
•
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Established a fast-track protocol for tracking
and editing formulary which reduces the
financial impact of rapidly fluctuating
pharmaceutical market prices;
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•

Utilized telepsychiatry services to save an estimated 3 FTE;

•

Reduced lodging and travel expenses by regionalizing academies with predicted savings for
upcoming years; and

•

Reduced hidden costs associated with housing of inmates sentenced to DOC within county jails by
implementing pilot procedure for the electronic transmission of judgment and sentences.

FY 2015 Revenue by Source

FY 2015 Budget by Program

81% State
1% Federal; 10% Revolving; 9% Other

28% Prisons
21% Contracted Services; 12% Health Services;
10% General Operations; 29% Other
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Department of Mental Health & Substance Abuse Services
FY 2016 Executive Budget and Historical Information

Mission
The mission of the Oklahoma Department of
Mental Health and Substance Abuse Services is
to promote healthy communities and provide the
highest quality care to enhance the well-being of
all Oklahomans.

each privately operated center serving
approximately 2,000 Oklahomans;
2. Screened 3,668 offenders and recorded 2,373
final dispositions as a result of the offender
screening and assessments currently available
in 18 counties. Examples of program successes
include:

Programs
ODMHSAS is charged with the treatment and
prevention of mental illness and substance
abuse and addiction. ODMHSAS pursues these
objectives in partnership with a network of
providers spread throughout the state.

Decreased by 87 percent the length of time
offenders spend in jail in Tulsa; and

•

Decreased by 72 percent the length of
time from arrest to drug court admission in
Pontotoc County;

Treatment and Recovery:

•

•
•
•
•
•
•
•

Community mental health centers
Outpatient and residential substance abuse
services
Crisis and inpatient psychiatric care
Drug courts and mental health courts
PACT services
Systems of Care
Gambling outreach and addiction services

3. Showed significant positive outcomes in
response to ODMHSAS’s Drug Court program
including reduced recidivism rates of 6.5
percent for graduates versus 23.4 percent for
released inmates; reduced unemployment and
increased monthly income of 92.2 percent and
100.6 percent, respectively. This resulted in $2
million in taxes paid to the state over a three
year period;

Prevention:
•
•
•
•

4. Served 426 participants through mental
health courts in 16 counties with another 17
counties requesting courts that would serve an
estimated 375 additional court participants;

Regional prevention coordinators
Underage Drinking initiatives
Prescription drug abuse prevention and
treatment initiatives
Synar (Illegal Tobacco Sales to Minors)
Compliance

5. Trained 8,000 suicide prevention gatekeepers
since 2011 with these gatekeepers identifying
nearly 7,000 youth at-risk of suicide;

Behavioral Health Medicaid:
•
•
•

6. Received a national grant to implement suicide
prevention and intervention strategies in
behavioral health and primary care settings;

Pre-authorization
Reimbursement
Policy and Rules

7. Worked with the Oklahoma Health Care
Authority (OHCA) to establish a mandate for
the use of Screening, Brief Intervention and
Referral to Treatment (SBIRT) tools with all
patients seen in SoonerCare Medical Homes;

Accomplishments over Past Year
1. Implemented additional components of the
agency’s Smart on Crime proposal including
the addition of a new behavioral health
crisis/urgent care center located in Sapulpa.
Two similar centers were previously funded
and established in Ardmore and Tulsa with
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8. Provided a online physician certification
program and established the Prevention in
Practice web prescence to assist physicians in
applying SBIRT;
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9. Assisted law enforcement with the completion
of 2,231 alcohol compliance checks for youth
access;

3. Continuing the statewide Take As Prescribed
initiative that includes media, public outreach
and information sharing, education and
training for health/medical professionals
(including promotion of the Naloxone program
being piloted with Tulsa emergency response
personnel), data analysis and community
partnership;

10. Reduced youth access to alcohol, through the
Region 17 Regional Prevention Coordinators,
at the Tulsa State Fair by 100 percent and
at the Tulsa Mayfest by 80 percent through
the use of alcohol compliance checks and
responsible beverage service and sales
training;
11. Provided training to over 3,000 servers at
multiple retail establishments statewide
through the Responsible Beverage Sales and
Service Training Initiative;
12. Created the TakeasPrescribed.org website with
over 22,000 page views within the first four
months of full operation;
13. Implemented a pilot Naloxone training and
emergency responder program (Tulsa) resulting
in 14 lives saved in the first six months of
implementation; and
14. Created a television and radio PSA on
prescription drug abuse, with over 14,000
spot placements that have generated over 10
million impressions.

Continue providing core services of superior
quality to the citizens of Oklahoma.

7. Moving forward with an aggressive plan to
make available Mental Health First Aid Training
for all school systems statewide that includes
training and support services; and

Major Agency Projects
1. Continuing utilization of specialty courts to
reduce the negative consequences of mental
illness and substance abuse with programs
such as drug court, mental health court and
family drug court, saving lives and state
dollars;

8. Working with the City of Norman, per House
Bill 2831, to partner in the local development
of agency lands surrounding Griffin Memorial
Hospital that will further community goals
while paying for the upkeep and renewal of
needed service infrastructure on the hospital
campus.

2. Advancing efforts related to jail screenings
and utilizing funding to expand beyond the 18
counties where services are currently offered;
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5. Expanding crisis services available in the state
while working with community, hospital and
law enforcement leaders to address the issue
of crisis services and the resulting impact on
communities;
6. Prioritizing efforts to make continued progress
related to behavioral health Medicaid system;
previous agency efforts have resulted in
millions of dollars in cost-savings. Activity is
planned to further those savings and realize
increased efficiencies/quality of care;

Goals for Upcoming Year
•

4. Expanding suicide prevention efforts
throughout the state and working to identify
key intervention strategies to positively impact
the issue including engagement of suicide
prevention and intervention strategies within
behavioral health and primary care settings
(to include 6,000 primary care physicians and
83 emergency rooms) – for example, the
Zero Suicide effort which provides specialized
training and resources for behavioral health
clinicians statewide;
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Savings and Efficiencies in FY-2015
1. Achieved almost $40 million in cost savings from the use of evidence-based purchasing since the
shift of behavioral health Medicaid responsibilities to ODMHSAS in FY-2012;
2. Reduced annual Medicaid growth by 90 percent since the transfer with the prior growth rate of
14 percent being reduced to 1.7 percent estimated for FY-2016 and leading to $100.3 million in
avoided behavioral health care Medicaid costs;
3. Implemented a rule change limiting mental health psychosocial rehabilitation services to a specific
eligibility criteria which will provide an annual $26 million in cost avoidance to the state while
maintaining consistency with evidence-based practices and preserving services to as many at-risk
children as possible;
4. Saved $2.2 million in incarceration costs in Tulsa as a result of the offender screening program; and
5. Avoided over $331.8 million in direct costs such as incarceration and other criminal justice expenses
since FY-2000 because of the drug court program.

FY 2015 Revenue by Source

FY 2015 Budget by Program

73% State
1% Federal; 15% Revolving; 11% Other

68% Community Treatment Recovery Services
13% Inpatient Services; 11% Community Mental Health
Centers; 8% Other
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Transportation

FY 2016 Executive Budget and Historical Information
Mission
The mission of ODOT is to provide a safe,
economical and effective transportation network
for the people, commerce and communities of
Oklahoma.

Major Agency Projects
1. Continued focus on structurally deficient and
“at-risk” bridges;
2. Continued construction on the I-235/I-44
Interchange in Oklahoma City;

Programs
•
•
•
•
•
•

3. Construction of the I-35/I-240 Interchange in
south Oklahoma City;

Railroads
Waterways
Transit
Highways
Capital Outlay
County Projects

4. Construction of bridge and approaches at Bird
Creek on US-169 near Owasso;
5. Bridge construction at I-44 and 145th East
Avenue in Tulsa;

Accomplishments over Past Year
•

•
•

•

6. Pavement rehabilitation on I-244 east of US-75
in Tulsa;

Percentage of structurally deficient bridges
reduced from 8.1 percent in 2013 to 6.8
percent in 2014;

7. Construction of over 5 miles of US-60 highway
and 3 bridges between Pawhuska and
Bartlesville;

Number of crossover fatalities went from 10 in
2013 to 7 in 2014;

8. Over 9 miles of interstate resurfacing on I-40 in
Beckham County;

Number of two lane rural highways without
shoulders dropped from 4,600 in 2013 to
4,530 in 2014; and

9. Bridge replacement and over 4 miles of
highway reconstruction on SH-32 in Love
County near Marietta;

The number of lane miles in critical or
inadequate condition dropped from 3,862 in
2013 to 3,842 in 2014.

10. Construction of over 5 miles of highway and
a bridge replacement on SH-3 in McCurtain
County;

Goals for Upcoming Year
•

Reduce the number of structurally deficient onsystem bridges by approximately 70 bridges
during 2015 and another 90 bridges during
2016;

•

Reduce the number of crossover fatalities
through continued installation of cable barriers
and concrete barriers throughout the state;
and

•

Reduce the number of two-lane rural highways
to 4,390 - a reduction of approximately 140
two- lane rural highways without shoulders to
increase safety.

11. Replacement of 4 structurally deficient
bridges and 2 miles of interstate pavement in
Henryetta on I-40;
12. Replacement of the eastbound bridge over
the South Canadian River on I-40 in Caddo
County;
13. Construction of 5 miles of four-lane divided
highway, including 3 bridges on SH-3/US-270
in Woodward County;
14. Reconstruction of interchange and added
lanes at I-40 and Choctaw Road;
15. Construction of interchange improvements on
I-35 in the Norman area; and
16. Continued reconstruction and rehabilitation of
rural interstate highways.

Budget Priorities: The Government and Taxes We Want
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Savings and Efficiencies in FY-2015
•

The highly successful implementation of relying on private sector experience and technologies has
allowed ODOT to streamline its business practices. These practices will continue along with the
adoption of practical innovations;

•

There are several technological advances that ODOT continues to enhance which greatly increase
productivity. These advances prevent redundancies, reduce customer wait time and help provide
real time information; and

•

In addition, ODOT recently completed consolidation efforts with OMES, moving all servers and basic
operating systems under the state’s central control.

FY 2015 Revenue by Source

FY 2015 Budget by Program

59% State
41% Federal

58% Highway Projects
20% County Projects; 17% Highway; 5% Other
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Career Technology and Education
FY 2016 Executive Budget and Historical Information

Mission
The Department of Career and Technology
Education’s (CareerTech) mission is to prepare
Oklahomans to succeed in the workplace, in
education and in life.

5. Developing students’ technical knowledge and
skills required to succeed in postsecondary
education or careers;
6. Designing training and consulting based upon
requirements at specific organizations;

Programs
•
•
•
•
•
•
•
•
•
•

7. Providing curriculum, assessment and digital
delivery products and services to customers;
and

Student and Stakeholder Support
Administration
Workforce Recovery and Advancement
Curriculum, Assessment & Digital Delivery
Career Readiness
Work and Family Studies
Academic Enhancement
Career Preparation and Enhancement
Customized Training and Consulting
Educational Experience Distribution

8. Continuously improving agency operations
and services.
Major Agency Projects

Accomplishments over Past Year
•

Developed and implemented a new strategic
plan to address seven strategic purposes and
16 major processes;

•

Reorganized agency programs and personnel
around strategic purposes and processes; and

•

Developed a five-year business plan and
budget that reflect the agency’s goals and their
alignment with Oklahoma’s Statewide Goals.

1. Deploying statewide online career
development system for kindergarten through
adult students. The online system will help
students, parents and counselors make
informed career decisions based on facts,
improve student transitions to college and
careers, strengthen the connection between
students and industry, promote career
exploration through awareness of career
options and increase student engagement and
motivation through business collaboration and
involvement;

Goals for Upcoming Year

2. Upgrading information management system
by replacing antiquated data management
system to provide more timely and accurate
data- driven decisions;

1. Assure students have the knowledge and skills
to make informed career choices and they
can create education plans to be prepared for
those careers;

3. Realigning agency budget and structure
to new OMES Hyperion system, which will
improve statewide budget management and
reporting;

2. Assure students know how to analyze issues,
resolve problems, work with others and adapt
to complex workplaces;

4. Redesigning printing and digital delivery by
moving instructional materials from print to
digital delivery; and

3. Assure students develop specific life skills that
operate in synergy with career skills;

5. Assessing the agency based on “Baldrige
Performance Excellence” criteria in order to
help reach goals, improve results and become
more competitive.

4. Assure students develop the academic
knowledge and skills required by their career
choices;
Budget Priorities: The Government and Taxes We Want
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Savings and Efficiencies in FY-2015
•

Defined 16 major processes to be more successful and reorganized all staff to increase efficiency;

•

Developed formal written procedures for each of the major processes to better communicate for
improved performances and efficiencies; and

•

Reduced staff by 3 percent of the budgeted FTE as a result of improved processes.

FY 2015 Revenue by Source

FY 2015 Budget by Program

82% State
15% Federal; 3% Revolving

54% Career Prep/Enhancement
9% Career Readiness; 8% Educational Experience
Distribution; 8% Student/Stakeholder Support;
13% Other
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Juvenile Affairs

FY 2016 Executive Budget and Historical Information
Accomplishments over Past Year

Mission
The mission of the Office of Juvenile Affairs (OJA)
is to provide professional prevention, education
and treatment services as well as secure facilities
for juveniles in order to promote public safety and
reduce juvenile delinquency.

1. Contracted with Southern Plains Secure
Services (SPSS) for a 22 bed female gender
specific medium secure facility;

Residential Programs:

2. Embedded Department of Rehabilitation
Services (DRS) staff within secure male
institutions to assist in providing re-integration
services to juveniles exiting the facility;

•
•
•
•
•
•

3. Determined through a Performance Based
Standards (PbS) audit that, in the past year,
juveniles fear for safety was reduced from
64.52 percent to 8 percent, and the staff fear
for safety was reduced from 50 percent to 8.33
percent;

Programs

•

Secure Institutions
Level E Group Homes
Specialized Community Homes
CareerTech Training
Therapeutic Foster Home Program
Southwest Oklahoma Juvenile Center (SWOJC)
Charter School
Central Oklahoma Juvenile Center (COJC)
Charter School

Non-residential Programs:
•
•
•
•

Juvenile Services Unit - District/County
Services
Juvenile Offender Victim Restitution Work
Program
Regional Secure Detention Centers
Graduated Sanctions Program

Reintegration Programs:
•
•
•
•
•

Community-At-Risk Services
Residential Substance Abuse Treatment
State Transition and Reintegration Services
(STARS)
Community Based Youth Services
Life Skills

Community Outreach:
•
•
•
•
•
•
•
•

First Offender Program
Emergency Youth Shelters
Community Intervention Centers
Community At-Risk Services
Juvenile Justice and Delinquency Prevention
Juvenile Accountability Block Grants
Santa Claus Commission
Administrative Services

Budget Priorities: The Government and Taxes We Want

4. Implemented the following evidence-based
programs in the institutions: cognitive based
therapy, trauma-focused therapy training,
Phoenix Gang Groups and Thinking for
Change for the female population;
5. Completion by OJA staff of the Youth in
Custody Certificate Program through the
Center for Juvenile Justice Reform (CJJR)
at Georgetown University; Implemented
evidence-based prevention \programming
in 21 Youth Service Agencies, serving
approximately 4,500 children in a schoolbased setting;
6. Received approval of the Capstone Project
proposal by the CJJR that outlines a plan for
improving outcomes for re-entry and family
engagement, as well as goals pertaining to
public relations and education about what
works in juvenile justice. It is a collaborative
effort involving OJA, DRS, Oklahoma
Commission on Children and Youth (OCCY),
Oklahoma Institute for Child Advocacy (OICA),
Department of Mental Health and Substance
Abuse Services (ODMHSAS) and the Chief
Judge of the Juvenile Division in Tulsa County
;
7. Upgraded the evidence-based Youth Level of
Services/Case Management Inventory (YLS/
CMI) risk and needs assessment which will
provide reliable classification and predict
reoffending traits within the male and female
juvenile populations as well as be utilized for
pre-adjudication to screen for risk and needs
of juveniles for proper placement.
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FY 2015 Revenue by Source

FY 2015 Budget by Program

83% State
13% Federal; 3% Revolving; 1% Other

42% Non Residential Services
28% Residential Services; 19%
Community Based Services;
11% Other

Goals for Upcoming Year

10. Develop and enhance the re-entry services
for OJA custody youth in medium secure
placements by requiring early involvement of
parents and family in the treatment of their
youth at the earliest point in the out-of-home
placement process;

1. Prevent and divert at-risk youth from entering
the juvenile justice court system;
2. Reduce further delinquent/criminal activity of
custody and probation youth;
3. Continue use of “best practice/evidencebased” means to classify and assess juveniles
as a way to ensure accurate placement, service
provision and outcomes measurement;
4. Prioritize funding needs, reduce program
duplication and enhance budgeting
information necessary to improve the
efficiency of operations and improve services
to the public;
5. Aggressively search for available grant
applications and, through needs analysis,
distribute funding to promote effective
community programs;
6. Finalize a multiagency agreement to place
a DRS employee at the SPSS female secure
facility;
7. Obtain American Correctional Association
(ACA) re-accreditation at SWOJC;
8. Increase the number of evidence-based
prevention programs in the community;

11. Continue development of policy and
procedure changes with the goal of agency
compliance with the Prison Rape Elimination
Act (PREA); and
12. Conduct a compliance PREA audit at a
medium secure facility.
Major Agency Projects
•

Development of an application for an
Oklahoma charter school within OJA through
the SDE;

•

Procurement and replacement of water system
at COJC, including the installation of a water
tower; and

•

Capital improvement projects at SWOJC
and COJC including a parking lot, panic
pager, juvenile unit renovation and HVAC
replacement.

Savings and Efficiencies in FY-2015
•

9. Assist the State Department of Education
(SDE) in reducing the number of youth
suspended from schools;
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Expanded and implemented evidence-based
programming in the community through the
Community-based Youth Services Division
which will reduce the overall cost of juvenile
justice in Oklahoma, realizing savings from the
lower costs of the programming.
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Department of Public Safety

FY 2016 Executive Budget and Historical Information
Mission
The Oklahoma Department of Public Safety’s
(DPS) mission is to provide a safe and secure
environment for the public through courteous,
quality and professional services.
Programs
•
•
•
•
•
•
•
•
•
•

Administration
Homeland Security
Highway Safety Office
Law Enforcement Services
Management Information Service
Driver Licensing
Motor Vehicle Operations
Size and Weights Permits and Other
Board of Chemical Tests
Capital Outlay Troop Headquarters

Accomplishments over Past Year
•

Goals for Upcoming Year
•

The Oklahoma Highway Patrol has already
selected cadets and will begin the 63rd OHP
Cadet Academy which will be complete before
the end of FY-2015; and

•

The Driver License division will continue
to modernize services, including customer
“people flow” queuing system to further
reduce wait times for citizens.

Major Agency Projects
•

DPS is working on upgrading and enhancing
the 800MHz statewide communication system.

Savings and Efficiencies in FY-2015
•

DPS has significantly reduced wait times for
Driver License testing.

Driver License wait times continue to improve
with system upgrades as well as more
examiners to serve the public.

FY 2015 Revenue by Source

FY 2015 Budget by Program

45% State
17% Federal; 38% Revolving

55% Law Enforcement
11% Driver Licensing; 7% Homeland Security; 7%
Highway Safety; 20% Other

Budget Priorities: The Government and Taxes We Want

108

© 2015 The Oklahoma Academy Town Hall

State Department of Health

FY 2016 Executive Budget and Historical Information
Mission
The mission of the Oklahoma State Department of
Health (OSDH) is to protect and promote health,
to prevent disease and injury and to cultivate
conditions by which Oklahomans can be healthy.

Public Health Infrastructure:

Programs

•

Reduced infant mortality over 20 percent from
8.6 infant deaths per 1,000 live births in 2007
to 6.8 in 2013, demonstrating the continued
success of the statewide, collaborative
program Preparing for a Lifetime, It’s
Everyone’s Responsibility;

•

Reduced adolescent obesity rates among high
school students from 17 percent (2011) to
11.8 percent (2013) while the growth in adult
obesity has slowed to 32.5 percent of the adult
population;

•

Increased the number of organizations who
voluntarily adopt policies and programs
to assist in health outcome improvement,
reaching an all-time high of 1,710
organizations certified through the Certified
Healthy Oklahoma program. This figure
represents a 51 percent increase over 2012
and includes businesses, early childhood
programs, congregations, campuses and
restaurants; and

•

Improved the number of students attending
school with a 24/7 no tobacco use policy from
74 percent in 2012 to 83 percent in 2014.

•

Accomplishments over Past Year

Community and Family Health Services:
•
•
•
•
•
•
•
•
•

Child Guidance Services
County Health Departments
Dental Health Services
Family Support & Prevention Services
Maternal and Child Health Services
Nursing Services
Records Evaluation and Support
Sooner Start Services
Women, Infants and Children (WIC)

Health Improvement:
•
•
•
•

Center for the Advancement of Wellness
Center for Health Innovation and Effectiveness
Center of Health Statistics
Partnerships for Health Improvements

Prevention & Preparedness Services:
•
•
•
•
•
•
•
•
•

Acute Disease Services (Infectious Disease
Control)
Chronic Disease Services
Emergency Preparedness and Response
Services
HIV/STD Services (Surveillance & Prevention)
Immunization Services
Injury Prevention Services
Public Health Laboratory
Screening Special Services
State Epidemiologist

Protective Health Services:
•
•
•
•
•

Consumer Health (Restaurant and Motel
Inspections Sanitarians)
Health Resources Development Services
Long Term Care Services
Medical Facilities
Quality Improvement Evaluation Services
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Office of the Chief Operating Officer

Goals for Upcoming Year
1. Continue to implement Preparing for a
Lifetime, with the goal of reducing infant
mortality to the Healthy People 2020 goal of
6.0/1,000 live births;
2. Protect Oklahomans and reduce sudden
cardiac events by expanding secondhand
smoke laws to all public places;
3. Continue reductions in adolescent/childhood
obesity through the launch of the Governor’s
Get Fit Challenge, including the voluntary
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adoption of Fitness Gram (a partnership
between TSET, OSDH and Blue Cross/Blue
Shield of Oklahoma) to help parents and
schools keep kids in a healthy fitness zone;
4. Improve two-year-old immunization rates
to the national average by implementing
evidence based practices and ensuring vaccine
availability and access to services; and
5. Decrease potentially preventable
hospitalizations and unnecessary emergency
room visits through the use of payment
incentives that reward high-quality and
efficient health services.
Major Agency Projects
1. Rewriting the Oklahoma Health Improvement
Plan (OHIP) to be implemented on January 1,
2015, through December 31, 2019, focusing
on specific and measurable outcome goals
related to four flagship issues - obesity,
tobacco, children’s health and behavioral
health - as an important set of health
conditions that must be addressed to improve
overall population health;
2. Managing a NGA healthcare workforce
policy academy (in coordination with state
workforce initiatives) in order to reduce
healthcare workforce shortages and plan for a
transformed health system;

3. Working with stakeholders to develop a State
Innovation Model (SIM) for healthcare and
with multiple insurance carriers, health systems
and associations to develop an innovative and
transformed health system rewarding quality of
care rather than quantity;
4. Repairing the central office building which
has experienced multiple mechanical and
structural issues in recent years. This will lead
to an annual savings of more than $170,000 in
utility costs as well as repair and maintenance
expenses; and
5. Planning the construction of the new Public
Health Laboratory (PHL). The current facility
is over 40-years-old and requires updates
for testing agents of bioterrorism and other
emerging organisms.
Savings and Efficiencies in FY-2015
•

Created a centralized billing office and
consolidated the billing functions within each
of the 68 county health departments which
will save time and effort of local county health
department staff, yield better collections, and
saved more than $20,000 on postage alone;
and

•

Reduced costs by $260,009 through printer
consolidation.

FY 2015 Revenue by Source

FY 2015 Budget by Program

16% State
58% Federal; 26% Revolving

56% Community & Family Health
15% Protective Health
13% Prevention & Preparedness;
16% Other
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Section 4

OKLAHOMA TAXES

THE SOURCES OF STATE TAXES AND THOUGHTS ABOUT THEM

“Solving the budget situation will take real leadership.
The public would simply prefer the problem go away.
Most voters do not see the state in a crisis and they see
few, if any, programs they would cut. And raising taxes,
at least income or property, are not viable options.”
Pat McFerron, Daily Oklahoman, 5.2.15
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Oklahoma Revenues

State of Oklahoma FY2016 Executive Budget
Major Tax Sources
The single largest source of revenue collected
by the state comes from taxes paid by Oklahoma
citizens, businesses and others doing business in
the state. Tax revenue accounted for approximately
50% of total state revenue collections in FY-2014.
Most of the state’s appropriated revenue is from
general taxes. For FY-2014, tax revenue comprised
approximately 93% of total appropriated revenue.
Taxes such as income tax are compulsory
payments and cannot legally be avoided. This
is in contrast to fees, like fishing licenses, which
are discretionary and voluntary to the extent one
decides to utilize a state service.

In 2006, the Legislature passed and the Governor
approved the largest tax cut package in history.
House Bill 1172 lowered the individual income
tax rate and increased the standard deduction over
several years. Based on the amount of growth
revenue for the coming fiscal year as required by
this legislation, the State Board of Equalization
determined on February 22, 2011 that conditions
had been met to lower the top income tax rate to
5.25% beginning on January 1, 2012.
House Bill 2032, passed in the 2013 legislative
session, would have lowered the top rate to 5.0%
beginning January 1, 2015 and to 4.85% as of
January 1, 2016 contingent upon a determination
to be made by the State Board of Equalization
pursuant to the enacted statute. This bill was
declared unconstitutional by the Oklahoma
Supreme Court in December of 2013 because it
violated the one-subject rule.

The six major tax categories for FY-2016
(estimated to provide approximately 95% of total
appropriated state tax revenues) are shown below:
Income Tax
Oklahoma’s income tax laws date back to 1915
when an income tax was imposed on the net
income of individuals residing in Oklahoma and
upon the Oklahoma portion of nonresidents’
income. The income tax was extended to
corporations and banks in 1931.
The importance of the income tax to state
revenues increased when voters approved the 1933
constitutional amendment prohibiting state taxation
of property. While there have been numerous
changes to the income tax law since its inception,
today it is the single most important source of state
revenue and represents more than 40% of all state
tax revenue collected for the General Revenue
Fund.
Individual Income Tax: The Oklahoma individual
income tax calculation employed rates from 0.5
percent to 5.50 percent through calendar-year
2011. Effective January 1, 2012 the top rate was
reduced to 5.25 percent; and, based on a finding
of the State Board of Equalization in December
of 2014, will be further reduced to 5.00 percent
Budget Priorities: The Government and Taxes We Want

beginning January 1, 2016.
Federal income
taxes paid are not deductible from net income.

Senate Bill 1246 passed during the 2014
Legislative Session implemented a mechanism
to reduce the top marginal individual income tax
rate to 5.00 percent and further to 4.85 percent
contingent upon specific findings required of the
State Board of Equalization. On December 18,
2014 the board found that conditions had been
met to authorize the first reduction to 5.00 percent
for the tax year beginning January 1, 2016. The
reduction to 4.85 percent will be based upon
findings to be made in December of 2016 and
February of 2017 for possible implementation for
tax year 2018.
The increase in the standard deduction has been a
gradual increase. By tax year 2011, the standard
deduction became equal to the federal standard
deduction. The table below shows the individual
income tax rates and corresponding standard
deduction increase since 2006.
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In addition, the apportionment of individual income
tax receipts was changed by the 2006 Legislature.
The following table shows those changes through
FY-2011. There have been no subsequent effective
changes.
Corporate Income Tax: Like current individual
income tax rates, corporate income tax rates
were progressive when implemented in 1931
and remained that way until 1935 when a flat,
six percent rate was established. The rate was
decreased to four percent in 1947. The rate has
since been increased to its original and current
level of six percent.
The corporate income tax rate is applied to all
taxable income. Manufacturers’ exemptions and
some targeted credits and incentive payments
frequently are used as economic development tools
which reduce a company’s income tax liability.
The largest of these targeted incentive programs is
the “Quality Jobs” program.
While revenue from the corporate income tax is
important to the overall revenue picture, it provides
less than 10% of total tax revenue for the General
Revenue Fund. That is because corporations
subject to the corporate income tax have become,
over time, a smaller part of the overall economy.
This is due, in part, to the fact that many businesses
now organize as subchapter S corporations or
limited liability organizations.
Under those classifications, all income immediately
goes to the partners or shareholders, and as a
result, the companies pay no corporate income
tax. The partners or shareholders, however, are
taxed on that income, as well as income from other
sources, under the individual income tax, rather
than under the corporate income tax. Additionally,
some businesses may be subject to some other
form of taxation, such as the bank privilege tax or
the insurance premium tax. Legislation in 2004
changed the apportionment of corporate income tax
revenue. The following table shows the change in
apportionment through FY-2011. There have been
no subsequent effective changes.
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State Sales and Use Taxes
The State sales and use tax has varied considerably
in both rate and purpose since its initial imposition
in 1933 when a temporary one percent tax was
dedicated to public schools. Two years later, the
tax was renewed, but the revenue from the tax
was apportioned to the General Revenue Fund. In
1939, the rate was increased to two percent with
97 percent of the revenue apportioned to the State
Assistance Fund or welfare programs administered
by what is now the Department of Human Services.
The revenue continued to be dedicated in this
manner until the 1980s, when all collections were
apportioned to the General Revenue Fund. Since
then, the General Revenue Fund has been the
primary source of state funds for the Department of
Human Services.
When Oklahoma faced a state funding crisis
brought on by the decline of the petroleum industry
in the 1980s, the state sales tax was increased
incrementally to four percent. In 1990, the
“Education Reform Act”, also known as House
Bill 1017, was passed, increasing the sales and use
taxes to the current 4.5 percent level.
The sales and use taxes are imposed on sales of
tangible personal property and on the furnishing of
some services, such as transportation, meals and
lodging, as well as telecommunication services.
Most services, however, are not subject to the sales
and use taxes. Exemptions are also allowed when
the product or service is subject to another tax,
such as the motor fuels tax.
Other specific exemptions are made for
governmental and nonprofit entities, agriculture
and to certain areas targeted to encourage economic
development. The value of some of the larger
exemptions from the sales and use tax include an
exemption on sales to manufacturers equal to $1.8
billion in sales tax revenue and sales for resale
which total nearly $4 billion in sales and use tax
revenue.
During the 2005 legislative session, the
apportionment for sales and use tax revenue
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changed. Now, for each fiscal year the
apportionment for use tax is the same as the
apportionment for sales tax. The table below
shows the change in apportionment through FY2011. There have been no subsequent changes.

the 2012 legislative session and effective January
1, 2013, reapportioned Motor Vehicle taxes
previously flowing into the General Revenue Fund
to increase funding for the County Improvements
for Roads and Bridges Fund. The following chart
shows this change in apportionment of motor
vehicle taxes and fees.

Motor Vehicle Taxes
Motor vehicle taxes and fees have a long history
in Oklahoma. Oklahoma City was the birthplace
of the parking meter in 1913 and it was here that
“horseless carriages” were tagged before it was
required by the State.
Oklahoma’s modern day motor vehicle taxes are
comprised of a broad category of taxes and fees
imposed on the purchase and use of motor vehicles,
including an excise tax levied on the purchase of
cars, trucks, buses, boats and motors, as well as
annual registration fees.
Motor vehicle registration fees, commonly called
tag fees, are paid annually in lieu of ad valorem or
personal property taxes. Voter’s passage of State
Question 691 in 2000 tied the cost of registration
fees to the age of the vehicle:
Years 1 – 4:
Years 5 – 8:
Years 9 – 12:
Years 13 – 16:
Years 17 and beyond:

$91 annually
$81 annually
$61 annually
$41 annually
$21 annually

The question also changed the calculation of the
motor vehicle excise tax, which is paid in lieu of
state and local sales taxes. Previously, the tax was
assessed at 3.25 percent of the factory delivered
price and depreciated at a rate of 35 percent
annually. The state question’s approval left the rate
the same, but assessed it against the actual sales
price of the vehicle, which is usually lower than the
factory delivered price of a new vehicle.
Motor vehicle taxes are collected by independent
businesses operating as motor license agents or
tag agents. The only exception to this is the taxes
and fees imposed on trucks and trailers used in
interstate commerce, which are collected by the
Oklahoma Tax Commission. HB 2249, passed in
Budget Priorities: The Government and Taxes We Want

Motor Fuel Taxes
In 1910, local roadways were maintained by
requiring able bodied males to provide four days
of labor per year – less if they brought their own
horse. By 1916, a two mill tax was levied in
townships to supplement the work requirement but
both were completely abolished by 1933.
The first gasoline tax become effective in 1923
and was used for the construction and maintenance
of roads and bridges. Prior to that time, local
governments were responsible for roads and
bridges which were supported through ad valorem
taxes at the local level.
Motor fuel taxes in Oklahoma are a form of
selective sales tax and include the gasoline tax and
diesel excise tax, the motor fuel importer use tax
and the special fuel use tax. The taxes are levied
on the quantity or volume of fuel sold, rather than
the price. The state gasoline tax is 16 cents per
gallon, plus a 1 cent per gallon special assessment.
The state tax on diesel fuel is 13 cents per gallon,
plus a 1 cent per gallon assessment.
There are some major exemptions to the payment
of motor fuel taxes. All government entities
are exempt and the tax paid on diesel fuel used
off-road and for agricultural purposes may be
refunded upon application to the Oklahoma Tax
Commission.
Fuel used by all recognized Indian tribes for tribal
governmental purposes may be exempt. Tribes
may request a refund for taxes paid on motor fuel
used for tribal purposes, or in the alternative, they
may enter into a compact with the State to receive
a portion of the motor fuels tax collections. If they
compact with the State, the tribes must agree not
to challenge the constitutionality of the motor fuel
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tax code. The law permitting the sharing of motor
fuels revenue went into effect in 1996.

While the ad valorem property tax became strictly
a local tax in the 1930s, the oil and gas gross
production taxes have continued to be an important
source of revenue for state government, schools
and road building and maintenance.

Motor fuels tax revenue supports road and bridge
building, plus maintenance, for both state and
local governments. A one cent per gallon special
assessment provides for environmental cleanup
of leaking petroleum storage tanks. Almost onethird of the total motor fuel revenue is apportioned
for local uses with the remainder used for state
purposes.
According to state statute, motor fuel taxes, like
sales taxes, are assessed on the consumer when
they purchase fuel. This tax incidence was defined
by statute during the 1996 legislative session as
the result of a court ruling that required whoever
actually paid the tax be specified in the statutes.
Yet while the statutes identify the consumer as
paying the tax, it is technically collected and
remitted at the terminal rack or refinery level.
The following chart shows the apportionment
of gasoline and diesel taxes, after mandated
apportionments to the Public Transit Revolving
Fund, the Oklahoma Tourism and Passenger Rail
Revolving Fund and a specified apportionment “off
the top” each month to the State Transportation
Fund:
Gross Production Taxes
Gross production or severance taxes are imposed
on the removal of natural products, such as natural
gas and oil, from land or water and are determined
by the value and quantity of the products removed.
Gross production taxes placed on the extraction
of oil and gas were separated from the ad valorem
property tax in 1910. For the first 20 years of
statehood, oil and gas gross production and the ad
valorem property tax were the major sources of
state revenue.
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Prior to July 1, 2013, oil and natural gas production
was subject to a three-tiered tax rate structure that
specified a certain tax rate based on the current
price of oil or natural gas. For natural gas, if the
price per thousand cubic feet (MCF) was equal to
or greater than $2.10, the tax rate was 7%. If the
price was less than $2.10 and equal to or greater
than $1.75 per MCF, then the rate was 4% and
any price lower than $1.75 resulted in a tax rate of
1%. For oil, for prices greater than $17 per barrel
the tax rate was 7%. If the price was between $17
and $14 per barrel, the tax rate was 4%, and a price
below $14 per barrel yielded a 1% tax rate.
During the 2006 Legislative Session, The
Rural Economic Access Plan (REAP Fund)
apportionment from the Gross Production tax on
oil was divided between three new funds. Each
of the three funds receives 33.33% of the 4.28%
apportioned to the REAP Fund. A cap of $150
million applies to six of the funds receiving Gross
Production oil revenue (identified by an asterisk in
the apportionment chart that follows). Oil revenue
collected above the $150 million cap that would
have been apportioned to those funds is deposited
into the General Revenue Fund after the cap is
reached.
Under new legislation passed in the 2014
Legislative Session all new wells spudded
beginning July 1, 2015 will be taxed at a 2%
rate for 36 months and be subject to the 7% rate
thereafter. Collections received at the 2% rate will
be apportioned 50% to the General Revenue Fund,
25% to counties for the County Highway Fund
and 25% to counties for individual school districts.
Most other special rates and incentives will be
phased out over time.
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2013-14 Tax Collection by Tax Category
Annual Report, Oklahoma Tax Commission, June 30, 2014

TAX CATEGORY
FY 2013
Aircraft Excise Tax
4,852,322
Aircraft License Fees
408,977
Alcoholic Beverage Tax
37,430,643
Beverage License
1,233,832
Bingo Tax
123,725
Business Activity Tax
44,194,482
Charity Games Tax
174,884,654
Cigarette License
87,569
Cigarette Tax
187,616,949
Coin-Operated Device Decals/Permits
4,138,883
Compressed Natural Gas
339,741
Computer Enhancement Fund
27,236,783
Controlled Dangerous Substance Tax Stamps
240
County Clerk Fees
64,892
Diesel Fuel Tax
113,310,385
Documentary Stamp Tax
15,010,736
Drivers License Reinstatement Fee
3,000,000
Drivers Record Fee
521,571
Electric Co-op Tax
37,123,382
Energy Resources Assessment
15,726,666
Estate Tax
933,154
Farm Implement Tax Stamps
10,603
Franchise Tax
459,494
Freight Car Tax
728,535
Gasoline Tax
298,168,227
Group Self-Insurance Premium Tax
2,763
Horse Track Gaming
20,590,636
Income Tax – Check-Off
178,491
Income Tax – Corporate
628,893,483
Income Tax – Individual
3,494,967,725
Individual Self-Insurance Premium Tax
7,378
Liquefied Natural Gas		
Mixed Beverage Gross Receipts Tax
44,002,413
Motor Fuel Special Assessment Fees
32,126,375
Motor License Agent Remittances
648,438,634
Motor Vehicle Rental Tax
10,069,383
Occupational Health & Safety Tax
2,681,501
OK Tax Commission Reimbursements
6,247,282
Organ Donor Program
152,450
Overweight Truck Permits
14,952,000
Pari-Mutuel Tax
1,183,821
Petroleum Excise Tax
12,563,808
Pick Six/Seven Wager
7,843
Prepaid Wireless Fee
2,656,101
Registered Agents Fees
9,395
Rural Electric Co-op License
5,090
Sales Tax
2,309,126,245
Sales Tax Permits
641,418
Sales Tax Vendors List
1,050
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FY 2014
3,748,715
198,091
39,088,073
1,340,267
103,073
29,505,326
35,905
91,810
174,884,654
3,524,269
534,785
29,503,268
140
96,082
123,620,612
16,298,610
3,000,000
1,199,123
41,414,853
22,304,789
1,221,723
11,793
5,867,924
837,888
301,612,900
937
20,674,374
169,171
533,420,280
3,600,532,708
3,322
1,362
46,903,610
33,156,850
757,861,539
10,989,524
2,612,658
4,460,425
154,261
14,492,000
1,106,326
16,399,772
7,063
3,413,570
104,030
3,567
2,368,921,431
641,720
1,050

Change
-23%
-52%
4%
9%
-17%
-33%
-100%
5%
-7%
-15%
57%
8%
-42%
48%
9%
9%
0%
130%
12%
42%
31%
11%
1177%
15%
1%
-66%
0%
-5%
-15%
3%
-55%
7%
3%
17%
9%
-3%
-29%
1%
-3%
-7%
31%
-10%
29%
1007%
-30%
3%
0%
0%
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Service Charge Fee
Severance Tax
Special Fuel Decals
Special Fuel Tax
State/Tribal Compact Stamps
Sustaining Oklahoma Resources Fee
Telephone Surcharge
Tire Recycling Fee
Tobacco Products License
Tobacco Products Tax
Tourism Gross Receipts Tax
Transport & Reclaimer Permits
Tribal Cigarette/Tobacco Payments
Use Tax
Vehicle Revenue Tax Stamps
Wire Transmitter Fee
Workers Comp Insurance Premium Tax
Total Tax, License, Fee & Permit
Total Miscellaneous Collections
Grand Total Collections

FY 2013
49,920
702,508,729
88,049
35,970
23,890,932
682,561
712,765
12,588,057
77,070
40,536,720
3,282
58,195
30,781,871
232,266,535
51,753
9,764,828
9,932,740
9,110,372,016
64,962,963
9,175,334,979

FY 2014
29,508
843,708,334
86,861
18,047
51,871,005
823,761
641,376
13,037,358
84,986
44,196,398
667
102,623
21,855,668
252,924,018
46,974
10,502,470
10,256,316
9,490,210,406
59,973,384
9,550,183,790

Change
-41%
20%
-1%
-50%
117%
21%
-10%
4%
10%
9%
-80%
76%
-29%
9%
-9%
8%
3%
4%
-8%
4%

Leading Tax Generators by Tax Type

(Four taxes make up 80% of collections; seven taxes equal 91% of collections;
and 20 taxes represent 98% of all taxes collected by the Oklahoma Tax Commission)
Income Tax – Individual
Sales Tax
Severance Tax
Motor License Agent Remittances
Income Tax – Corporate
Gasoline Tax
Use Tax
Cigarette Tax
Diesel Fuel Tax
State/Tribal Compact Stamps
Mixed Beverage Gross Receipts Tax
Tobacco Products Tax
Electric Co-op Tax
Alcoholic Beverage Tax
Motor Fuel Special Assessment Fees
Business Activity Tax
Computer Enhancement Fund
Energy Resources Assessment
Tribal Cigarette/Tobacco Payments
Horse Track Gaming
Subset Total
Other Taxes
Grand Total Collections
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FY 2013
3,494,967,725
2,309,126,245
702,508,729
648,438,634

FY 2014
3,600,532,708
2,368,921,431
843,708,334
757,861,539

Pct
37.7%
24.8%
8.8%
7.9%

Cum
37.7%
62.5%
71.3%
79.3%

628,893,483
298,168,227
232,266,535

533,420,280
301,612,900
252,924,018

5.6%
3.2%
2.6%

84.9%
88.0%
90.7%

187,616,949
113,310,385
23,890,932
44,002,413
40,536,720
37,123,382
37,430,643
32,126,375
44,194,482
27,236,783
15,726,666
30,781,871
20,590,636
8,968,937,815
206,397,164
9,175,334,979
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174,884,654
1.8%
92.5%
123,620,612
1.3%
93.8%
51,871,005
0.5%
94.3%
46,903,610
0.5%
94.8%
44,196,398
0.5%
95.3%
41,414,853
0.4%
95.7%
39,088,073
0.4%
96.1%
33,156,850
0.3%
96.5%
29,505,326
0.3%
96.8%
29,503,268
0.3%
97.1%
22,304,789
0.2%
97.3%
21,855,668
0.2%
97.6%
20,674,374
0.2%
97.8%
9,337,960,690		
212,223,100
2.2% 100.0%
9,550,183,790		
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Oklahoma Tax Expenditure Report
Oklahoma Tax Commission, Tax Policy Division

This section lists the contents of the “2013-14 Tax Expenditure Report ”.
Access http://http://www.ok.gov/tax/documents/Tax%20Expenditure%20Report%202013-2014.pdf for a complete copy.
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INTRODUCTION
The following report is the twelfth issue of the Oklahoma Tax Expenditure Report. Pursuant to Section 1
of Enrolled Senate Bill No. 135 of the Forty-fifth Legislature, First Regular Session, codified at Section
205 of Title 68, the report includes the Tax Commission’s best estimate of the amount of state revenue
that would have been collected but for the existence of each exclusion, deduction, credit, exemption,
deferral, or other preferential tax treatment allowed by law for the previous fiscal year. Enrolled House
Bill 2426 of the Forty-sixth Legislature, Second Regular Session amended Section 205 to provide that
the report will be prepared no later than October 1, of each even-numbered year. Our next report will be
issued October 1, 2016 with estimates for fiscal year 2016.
Budget Priorities: The Government and Taxes We Want
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The provisions of state tax law that fall within this definition of a “tax expenditure” are separated by tax
type. Statutory provisions that affect more than one tax type are listed under each tax. Tax expenditures
do not include incentive payment programs or exemptions to taxes not administered, regulated, or
collected by the Tax Commission.
The estimates are based upon information from actual tax returns and secondary data sources. Each
estimate has a different level of reliability based upon the accuracy of both the data and the estimation
procedure. The different categories are as follows:
Level 1 Estimate based upon information contained in actual tax returns. The data collected is from
returns verified for accuracy and unverified returns. This is the highest level of reliability.
Level 2 Estimate based upon a projection from a composite of a fraction of returns filed or average
amount of collections for the particular tax type involved.
Level 3 Estimate derived from secondary data sources, such as other governmental agencies, industry
sources, or national reports.
Level 4 Level assigned for those items for which no known reliable data source exists.
The estimation process for income tax expenditures prevents the summing of each expenditure and the
drawing of any precise conclusions about their aggregate value. Estimates which are less than Twentyfive Thousand Dollars ($25,000.00) are listed as “Minimal” unless a Level 1 estimate is available.
Expenditures for which data resources are unavailable to provide an estimate contain the notation N/A
(not available). The Commission will continue to strive to provide an estimate for these expenditures
in subsequent reports. In 1995, the Tax Commission contracted with the Center for Economic and
Management Research (CEMR) at the University of Oklahoma and the Office of Business and Economic
Research (OBER) at Oklahoma State University wherein the departments utilized their resources to
provide revenue estimates for sales tax expenditures. The expenditures for which the departments
provided estimates are noted in the “Data Source” line as “OU/OSU Group.” The original estimates
provided by the OU/OSU Group have been adjusted for the 2014 fiscal year. The sales and use tax
estimates were not adjusted for the remuneration allowed vendors as compensation for collecting taxes,
partial compliance upon the removal of an exemption, or changes in buyer patterns due to the loss of an
exemption.
This report does not propose to offer an official list of tax expenditures. Rather, it describes as many
statutory “tax expenditures” as possible and provides revenue estimates for as many provisions of the
state tax laws as can be isolated and measured. Further, each description is a very brief overview and is
not intended to describe the tax expenditure with specificity.
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Revenue Raising Options Given SQ 640
Craig Knutson and Kent Olson, PhD

The following are excerpts from an article Dr. Kent
Olson wrote for the State Policy and Economic
Development: 2000 publication, entitled “State
Question 640: Fiscal Effects and Economic
Growth.” The complete article can be found at
the State Chamber’s Research Foundation website
(www.okstatechamber.com).
This is presented for educational purposes and
provides a thoroughly researched perspective about
what impacts the law might have on the state’s
budget and overall economic development. Keep
in mind that 15 years have passed since this was
authored, so the relative importance of sources of
revenue might have changed.

1992
1997
2002
2007
2012

Although SQ 640 reduces the probability of tax
increases, it does not eliminate them entirely.
Given the ultimate requirement of voter approval,
however, legislators will tend to favor increases in
the taxes most likely to be approved by the voters.
These taxes will become relatively more important.
In the long run, SQ 640 will affect the sources of
state government funds in four principal ways; by
(1) reducing the total tax burden, (2) changing the
relative importance of specific taxes, (3) increasing
income from fees, and (4) increasing government
borrowing.”
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While the trend suggests a lowering of tax burden
relative to income, there is no way to determine
correlation or causation due to one action (passage
of SQ 640). As with most events being studied, the
number of independent variables and their level of
explanation are numerous.
IMPACTS OF OKLAHOMA SQ 640

“Oklahoma voters approved State Question 640,
amending article 5, Section 33, of the Oklahoma
Constitution in March, 1992. This amendment
requires majority approval by voters of all revenue
bills that pass either the House of Representatives
or Senate with less than a three quarters majority.

At the time of passage, “the prevailing view in the
electorate appeared to be that the tax burden (taxes
as a share of income) had increased too much, too
fast, and that a measure making it more difficult to
secure future tax increases would lead to a lower
tax burden as state income continued to grow.”

The following table shows per capita personal
income (PCPI) trends, for the U.S. and Oklahoma,
in five year increments. 2012 is the most current
PCPI data by state. The last column uses Tax
Foundation Data for Oklahoma Total State & Local
Taxes Per Capita, divided by PCPI, to calculate the
ratio. The first entry in the last column is actually
2011 Data.

US
$20,799
$25,654
$31,481
$39,506
$42,693

OK
$17,269
$20,866
$26,185
$34,329
$39,006

*OK/ US
83.0%
81.4%
83.2%
86.9%
91.4%

Rank **Tax/Inc
39th
9.4%
44th
9.7%
39th
9.4%
38th
9.1%
32nd
8.5%

*PCPI Ratio
**Oklahoma Total State & Local Per Capita Taxes divided by OK Per
Capita Personal Income

“Although we expect the tax burden to fall as
a result of SQ 640, we also expect changes in
the relative importance of specific taxes. A tax
becomes important over time if revenues from the
tax increase as a percentage of total tax revenues.
The five largest taxes in Oklahoma, in order of
amount normally collected, are the individual
income tax, the general sales tax, the motor vehicle
license tax,, the motor fuels excise tax, and the
severance tax on oil and gas production.
Fees are an important source of revenue for
state government, surpassed in size only by the
individual income and general sales taxes. SQ 640
does not appear to apply to fee increases. Thus, we
expect discretionary increases in the future.
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Borrowing, or the issuance of debt, is a widely
used means of financing state and local government
expenditures, especially for expenditures for
durable capital goods. Given that debt financing
is not subject to provisions of SQ 640, it will
probably become a more frequently used source of
funds.”

of Oklahoma that called for tax increases since
1992; one passed (SQ 713) and one failed (SQ
723). If the intent was to help improve sustained
economic growth over the past twenty three years,
the claims become less certain and, as Dr. Olson
opined, “could be determined only after extensive
research.”

Dr. Olson’s article concludes with a qualitative
assessment of SQ 640’s impact on future state
economic growth, stating that “there’s no
compelling reason to believe that SQ 640 will
ultimately have a positive effect on state economic
growth. In fact, a negative impact on economic
growth is much more likely.”

This summary was sent to Dr. Olson for review and
his comments follow:

Despite having been very active in economic
development circles at the time of the passage of
SQ 640, I am uncertain what the stated purpose(s)
of the bill was/is . . . but I believe we have only
had two state questions presented to the voters

“I think that SQ 640 has made/will make it very
difficult (hopefully, not impossible) to mitigate/
reverse the tax cuts of 2004-2018. Though I
know of no direct evidence to date, I believe
that the combination of the two has significantly
reduced the state’s growth prospects by forcing
the legislature to “pay” for these tax cuts with
reductions in a host of government programs,
especially K-12 and higher education.” - Dr. Kent
Olson

“So how could the governor’s office claim the 2016 budget is
smaller than the 2015 budget? They make this claim because
the 2015 budget grew throughout the year with supplemental,
or additional, spending. To date, the 2015 budget totals
more than $7.2 billion. Each year, for at least two decades,
supplemental spending has boosted the size of budgets.”
Editorial, Daily Oklahoman, 6.7.15
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Chamber Thoughts ...

Mike Neal, The Tulsa Regional Chamber
Oklahoma just emerged from a very challenging
legislative session, made that way by a $611 million
budget hole in legislatively-appropriated revenue.
Our state’s Governor and legislative leadership are
to be applauded for grappling with tough decisions,
and prioritizing Oklahoma’s greatest needs. But
unfortunately, Oklahoma’s budget problems are not
going away quickly – and that requires us to think
long-term about our state’s budgeting needs, and
how we can invest strategically in what will grow
our state’s economy.
Our state appears to have a structural deficit
– one that will likely keep our budget in the
hole in future years. Some temporary factors
are contributing to this: continued uncertainty
surrounding gas prices and a growing percentage
of pre-apportioned revenue could cause the current
shortfall to continue into next year. But there are
larger structural issues at play: an income tax cut
taking effect next year which is expected to cost
the state an estimated $57 million in revenue, and
another cut likely to take effect in several years.
This is a dismal prognosis, and threatens to derail
Oklahoma’s ability to address its top priorities.
In light of these scary predictions, where should the
focus of our minimal resources be next year? The
Tulsa Regional OneVoice Coalition has argued that
core services and growth strategies should be top
budget priorities. To drive future growth, we have
to start by focusing on economic growth: creating
additional revenue in addition to utilizing existing
revenue smartly to increase future return.
These strategies need to be directed at both shortterm, and long-term solutions. One of the quickest
methods to drive new revenue is to attract new
industry to the state. Unfortunately, again, you
have to spend money to make money in a global
competitive environment. Oklahoma still lags
behind neighboring states in its quick action closing
fund, which has only $5 million - compared to
$555 million Texas has used to attract industry, as
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well as $50 million annually in Arkansas - to offer
companies that add vital jobs to our economy.
That’s a problem if we want to remain competitive
with states in our region.
Another core budget priority that will drive
corporate investment in our state is a reliable
transportation network. The preservation of
all existing road funding must be a top midterm priority for our state’s decision makers
— especially when it comes to preserving the
Oklahoma Department of Transportation’s Eight
Year Plan, the County Improvements for Roads and
Bridges (CIRB), and municipal roads funding to
rebuild our crumbing roads and bridges.
This funding was preserved in the last budget
cycle, and that’s great news as Oklahoma continues
addressing the 25% of its highway system that is in
need of critical repair. If we continue to maintain
our focus here, all structurally-deficient bridges
on the state highway system will be addressed by
2019, and we’ll make great progress to addressing
the backlog of critical maintenance on our city and
county road system. Smart companies locate where
they can safely and economically transport their
goods to customers: Oklahoma must maintain and
grow transportation funding in the years to come.
Finally, we must play the long game of
competitiveness and continue to invest in our
greatest asset: a talented and healthy workforce.
By focusing on economic prosperity, a strong
transportation and infrastructure system, and
attracting and retaining a talented and healthy
workforce, we can position Oklahoma for decades
of economic growth. But tackling the challenges
we currently face requires us to have a serious
conversation as a state about the resources we
have, the investments we need to make, and how
we close that gap. Ensuring a stable, sustainable
revenue stream and a thoughtful budget process is
the key foundation for this success.
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“For too many Republicans, government is bloated
-- unless it’s the part of the government they are
most intimately involved in, at which point they
act as though government simply can’t be cut.”
Editorial, Daily Oklahoman, 5.24.15
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Think Tank Thoughts ...

Jonathan Small, CPA, Executive Vice President, Oklahoma Council for Public Affairs, Oklahoma City
The views on taxes vary considerably. While many
disagree on what and who should be taxed, and at
what level, we all agree that we want government
to have available revenue that provides for core
government services in the least damaging way
possible to the economy.

2. Municipal government services are almost entirely reliant on sales tax revenues.
3. Oklahoma is surrounded on its north, south
and west borders by states that either assess no
personal income tax or assess one lower than
Oklahoma.

•

Those who tend to think first of the revenue
needs of government do so with a heart for
those reliant on government services.

•

Those who tend to think first of taxpayers and
the burden taxpayers face do so with a heart for
those who go without the fruits of their labor
for government and concern for preserving
opportunity for others.

Both perspectives are valuable, and necessary,
for deriving a tax system for the betterment of all
Oklahomans.

5. Oklahoma’s state tax system, and data about
it, is often analyzed in purely a static analysis ignoring the reality of market response to government incentives and disincentives.
To move Oklahoma’s tax system into the future we
must recognize and value our strengths and work to
remedy our weaknesses.

Whether you think taxes should be raised or cut, it
is clear that Oklahoma must change some of its tax
system to be competitive and securely fund core
services of government. The world is changing.
Municipalities, counties, states and nations are
making adjustments to their respective tax codes.
They know that they must attract wealth production
in order to provide economic opportunities to their
citizens and steady revenues for the government
services citizens rely on. Portions of Oklahoma’s
current state tax structure resemble more the design
of relics than one that is modernized and poised for
the sustainability of Oklahoma.
What is the evidence that Oklahoma’s tax
system is currently destined to be a challenge for
Oklahomans?

The great news for Oklahoma is that for more
than a decade, Oklahoma lawmakers have worked
in bi-partisan ways to correct severe flaws in our
weaknesses. Oklahoma eliminated its damaging
death tax, cut its high personal income tax rate and
income tax burden on millions of Oklahomans,
permanently preserved competitive and low oil and
gas taxes, prevented property taxes on intangible
property, solidified taxpayer protections, and other
positive measures. These have all led to significant
growth in Oklahoma in measures of state and local
tax collections, per-capita income increases, and
declines in unemployment.
But Oklahoma cannot rest.

1. Government services in Oklahoma are too reliant on state taxes.
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4. While other energy states such as Texas have
diversified their economy and rely much less
on oil and gas (severance) tax revenue because
they are structured to grow their private sector,
Oklahoma is heavily dependent on this volatile
revenue source.

A review of Oklahoma’s job growth since 2010
reveals that 66 percent of the growth was in the
oil and gas industry. Oklahoma must strive to be
attractive for growth across all sectors and make
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Oklahoma economically attractive to all, including
those looking to relocate from other states.
Oklahoma can best do that by gradually phasing
out its personal income tax. A study conducted in
2015 by The Oklahoma Council of Public Affairs,
Americans for Prosperity-Oklahoma and academia
from three Oklahoma universities found that this
can be done over a 20-year period without reducing
year-to-year revenue growth for the state.
Including the gradual phase out of the state’s
personal income tax, Oklahoma must also reform
its tax code in the following manner:
1. Amend the state constitution to allow local
school districts to have greater discretion over
the use of property tax dollars by removing the
requirements that property tax dollars must be
spent on certain expenditures
2. Amend the state constitution to specifically
dedicate a portion of current property tax dollars to municipalities without increasing the
property tax burden

4. Adopt dynamic scoring for any changes to the
tax code proposed at the state or local level,
this provides a fairer picture of proposed tax
changes
If things remain as they are, when our children and
Oklahoma’s future generations are faced with the
decision of where to go for opportunity, we will be
forced to tell them that places like Dallas, Houston,
Frisco, Lewisville, Abilene, Plano, Orlando, Fort
Myers, and elsewhere hold better promise than
Oklahoma City, Tulsa, Edmond, Broken Arrow,
Enid, or Bartlesville.
With these reforms, the state can ensure funds are
available for core services while transitioning our
economy into one that can’t be easily surpassed.
For the sake of future generations, and to unleash
the full economic potential of all Oklahomans, let’s
eliminate damaging taxes and update the code to
provide the utmost in flexibility and opportunity.

3. For the future, focus on the gradual elimination
of taxes that are deterrents to growth: the personal income tax, corporate income tax and the
franchise tax - as opposed to specific targeted
breaks for specific activity
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Thoughts of a Business School Dean ...
Mickey Hepner, PhD, University of Central Oklahoma

Three Tax Code Changes for the Middle-Class
No one likes paying taxes. So why do we? Because
we know that the world would be much worse if no
one paid any.
After all a world populated by uneducated,
unhealthy people who travel down dirt roads
overrun with criminals is not something anyone
aspires to live in. So we pay taxes. We pay taxes
to build better schools for our children. We pay
taxes to provide better health care to the sick. We
pay taxes to provide better roads for our businesses
and families. And we pay taxes to make our
communities safer.
We pay taxes…and we grumble about it.
We grumble about how much we have to pay, and
we grumble about what types of taxes we have
to pay. And we believe (as if that all it takes to
make it true), that we can provide higher quality
government services and still pay less for them. Of
course this is not new, nor is it something unique
to Oklahoma. Somehow though, the effects in
Oklahoma have been stronger.
In our state, a state that prides itself on being childfriendly, only two states pay their teachers less. 1
In our state, a state where law-and-order justice
rules, our prisons are staffed at only 60% of what
they should be. 2 In our state, where the uninsured
rate exceeds the national average, we’ve chosen to
spurn billions in federal funds to help. And all of
this can be traced to our low taxes.
The fact is that overall, Oklahoma is a relatively
low-tax state. According to the nonpartisan Tax
Foundation, the tax burden for Oklahoma’s state
and local tax burden is the 39th highest out of
the 50 states — and lower than all but one of
our neighboring states. 3 When you couple our
state’s low tax rates, with our state’s relatively
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low income, there is simply insufficient funding
for our state to provide the education, health care,
transportation, and public safety services that our
citizens deserve.
Furthermore, the WAY we tax people, places
too much of the burden on the wrong people.
According to the latest data from the Institute on
Taxation and Economic Policy (ITEP), the middleclass taxpayer in Oklahoma pays 9.4% of their
income in state and local taxes. This is more than
double the effective rate of 4.3% for the highestearning 1%. 4
Why the disparity? The answer comes back to
all of that grumbling. You see, in Oklahoma we
tolerate the sales tax (the nickel-and dime tax), we
dislike the income tax, and we absolutely hate the
property tax. In response, we have a tax system
with a high sales tax, a below-average income tax,
and property taxes that are among the nation’s
lowest. In fact, according to ITEP’s estimates, more
than 60% of the tax burden a typical Oklahoma
family faces, is due to our state sales taxes.
Furthermore, the Tax Foundation recently reported
that Oklahoma’s state and local sales tax rates are
the 6th highest in the nation. 5
Unfortunately for Oklahoma’s middle-class
families, sales taxes (especially those that include
groceries like in Oklahoma) tend to be more
regressive than income taxes. Consequently, a state
with relatively high sales taxes and relatively low
income taxes, is effectively forcing the middleclass to shoulder a much greater burden for
financing government services…making it feel to
the typical family, that Oklahoma’s taxes are much
higher than they are in reality.
The good news though, is that this is fixable. Here
are three ideas to make Oklahoma’s tax code fairer
for Oklahoma’s families:
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1. Tax Groceries Less

proposal does two things. First, it would enable
Oklahoma to begin addressing one of its critical
needs—low teacher pay. Second, by exempting
income below the poverty level from the tax, this
tax disproportionately falls on those who have the
lowest tax burden

38 states plus the District of Columbia exempt
groceries from state sales taxes, or charge lower
rates, while 5 other states do not even charge
a state sales tax at all. Thus, only 7 states (one
is Oklahoma) charge the same sales tax rate on
groceries as other items. By reducing the state
sales tax on groceries, the benefits to Oklahoma’s
families—those most in need of tax relief—are
immense.
2. Tax Apps (Software) More
In Oklahoma if you buy software in a store on
a CD-ROM, you must pay sales tax…but if you
buy the exact same software and download onto
your device, your purchase is exempt. From an
economics perspective, such a discrepancy in
taxing similar products is inefficient and effectively
raises the overall sales tax rate (as the state must
increase the rate to generate the same revenue with
a smaller tax base). Currently, more than 35 states
tax downloaded software. By taxing downloaded
software, ebooks, and apps the same as canned
software, Oklahoma could broaden the tax base and
reduce its overall sales tax rate.
3. Impose a new 1% tax on all incomes above
the poverty level to provide a dedicated funding
source to increase teacher pay.
Under this scenario, a family of four earning
$30,000/year would pay an additional $57 in taxes
per year, while families earning $250,000 annually
would pay an additional $2257 in taxes. This
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It’s easy to see why people don’t like to pay taxes.
If one looks carefully though, one can also see
how making the tax code fairer can simultaneously
reduce the tax burden for Oklahoma’s middle-class
families while providing additional revenues to
invest in Oklahoma’s future. Not doing that…is
something well worth grumbling about.
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Thoughts of a University Economist ...
Russell Evans, PhD, Oklahoma City University

Discussions of state revenues and expenditures
are, at their essence, discussions of how and how
much money governments should collect and how
governments should spend their collections.
The double use of the word “should” is intentional
and conveys at the outset that answers to these
very important questions rely on a heavy dose of
subjectivity. Two readers may see an identical
data set and reach very different conclusions as
individual preferences, shaped by life experiences,
political philosophy, and moral attitudes leverage
the data to reach very different policy conclusions.
Perhaps the most important takeaway on this
topic is a frank admission that there are not right
answers – only answers that better reflect the

billion represent 1.05% of total U.S. state
collections of $865.7 billion while Oklahoma’s
2014 gross state product of $183 billion also
represents 1.05% of the U.S. gross domestic
product of $17.4 trillion. That is, Oklahoma as
a state is responsible for 1.05% of all economic
activity in the nation and raises at the state level
1.05% of all state tax revenues. Oklahoma does
not have a state property tax making it less reliant
on the property base for state revenues that the
nation as a whole.

In contrast, Oklahoma’s status as an energy state
lends itself to an increased reliance on severance
tax collections. Compared to the national
characteristics, Oklahoma is less reliant on sales,
income (individual
and corporate) but
Table 1
more reliant on
Tax Reliance: FY 2014 Tax Collections by Major Category
license taxes (of
U.S. and Oklahoma (in thousands of dollars)
which motor vehicle
license fees are the
United States
Oklahoma
largest component).
FY 2014
Pct
F Y2014
Pct
After looking
Property Tax
$14,232,835
1.6%
0.0%
briefly at patterns of
411,414,175
47.5%
$3,989,358
43.8%
Sales Tax
expenditures across
License Tax
51,120,024
5.9%
1,057,768
11.6%
time and category,
Individual Income Tax
310,828,815
35.9%
2,962,128
32.5%
Corporate Income Tax
46,275,970
5.3%
397,290
4.4%
we’ll return to the
Severance Tax
7,780,808
2.1%
679,406
7.5%
tax discussion with
865,752,089
100.0%
9,103,302
100.0%
Total Taxes
commentary of some
principles of effective
taxation.
attitudes and preferences of the constituents of the
state. The intent of this paper is to advance the
Figure 1 illustrates the pattern of general state
discussion with a little background information
expenditures over time. Note that discussion of
and commentary on some key principles worth
budget shortfalls in the media generally refer to the
considering. It would be disingenuous to suggest
appropriable budget only. The appropriated budget
that anything about my education or profession
accounts for just more than a third of total state
makes clear an enlightened path left ill illumed for
expenditures as often tax dollars and collected and
others.
allocated by statute without passing through the
formal appropriations process. Over the ten-year
Table 1 compares tax collections by major
period from 2004 to 2013 real (inflation adjusted)
categories for all states and for Oklahoma
state expenditures per person increased 14.5%
specifically. Oklahoma tax collections of $9.1
from $4,442.55 to $5,084.73 for an average annual
Budget Priorities: The Government and Taxes We Want
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Table 2
State General Expenditures by Major Function: 2013 and 2004
(in thousands of dollars)
			
2,004
2,013
2004
Education
$5,547,702
$7,321,724
43%
Public Welfare
3,535,549
6,258,083
27%
Hospitals
154,342
258,175
1%
Health
495,409
861,552
4%
1,064,245
8%
Highways
1,802,547
Police Protection
102,790
233,623
1%
Correction
501,001
569,140
4%
Natural Resources
205,152
231,332
2%
Parks and Recreation
77,230
81,657
1%
Governmental Administration
419,205
747,200
3%
Interest on General Debt
286,836
460,984
2%
Other and Unallocable
504,089
753,082
4%
Total
12,893,550
19,579,099
100%

rate of real expenditure growth of 1.6%. Since
peaking in 2010, real expenditures per person have
decreased 7.6%.
State general expenditures are allocated across
major categories including education, public
welfare, health, and highways. Table 2 compares
that allocation pattern of 2004 with that of 2013.
The share of state general expenditures allocated
to education fell from 43% in 2004 to 37.4% in
2013 while allocations to public welfare increased
from 27.4% in 2004 to 32.0% in 2013. Over the
same time period, allocations to both health and
highways increased while allocations to corrections
decreased.
Having reviewed briefly how the state collects
taxes (with reliance on sales, income, and
severance taxes complemented by motor vehicle
license taxes), how much the state collects and
spends ($5,084.73 inflation adjusted dollars per
person compared to $4,442.55 in 2004), and how
the state spends those revenues (education, public
welfare, health, and highways), we turn to one
brief comment on public finance.
Nobel economist Kenneth Arrow argues
convincingly that, subject to a reasonable set
of constraints, it is impossible to combine the
preference rankings of individuals using a rank
order voting system to convert the individual
© 2015 The Oklahoma Academy Town Hall

preferences into a group-wide social
welfare ranking. In short, it is not
possible to combine the ranked
preferences of all Oklahomans for
public sector priorities and solve
the problem budget prioritization
in one pass. It was stated earlier
that there wasn’t a right answer
but we see now that there is a right
answer – only that the right answer
is unknowable to us!

2013
37%
32%
1%
4%
9%
1%
3%
1%
0%
4%
2%
4%
100%

Given that the right answer of how
much to collect, how to collect it,
and how to spend it is unknowable,
we are left to grapple through trial
and error to arrive at improved
rather than optimal allocations. If
it seems discussions of the optimal size and reach
of government never end you may be intuitively
attuned to the economic principle presented here.
These conversations will never end. Changes
in societal preferences will continually demand
further grappling with the public sector as trial
and error moves us (hopefully) in an improved
direction.
Meetings such as this town hall gathering are an
important component of the ongoing grappling
process. Careful analysis of policy and funding
alternatives is equally important if we are to be
confident that our grappling, trial and error efforts
are moving society to an improved condition.

Figure 1
Oklahoma
Real General Expenditures Per Capita
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All About Tax Credits, Deductions and Exemptions

Gene Perry (OK Policy), Jonathan D. Buxton (State Chamber), and Russell Evans, (OCU)
GENE PERRY
Oklahoma’s tax expenditures are allowed to play
by different rules than other state spending
by Gene Perry, Policy Director, Oklahoma Policy
Institute

2014. The credit pays employers in the aerospace
industry up to $12,500 per engineer that they
hire, plus another credit of up to fifty percent of
any tuition they reimburse for their employees.
A separate tax credit pays up to $5,000 to the
aerospace engineers directly; it was claimed on 895
returns for a cost of almost $2.5 million in fiscal
year 2014.

Beginning in fiscal year 2010, we can see a clear
inflection point for Oklahoma’s state budget. Prior
to that year, the state budget reliably increased
alongside inflation, population growth, and a
large state economy. Although the growth could
be disrupted by recessions from time to time, in
good years it would return to the trend and keep
pace with the increasing needs of a larger, more
developed Oklahoma.
From 2010 on, that picture looks very different.
Revenues and state appropriations plummeted
during the Great Recession, and they have never
recovered to anywhere near the pre-recession trend.
Even after the economy began to grow again, state
agencies have faced year after year of flat funding
or cuts.
Some have called the flattened budget a “new
normal.” This new state of affairs has several
causes, and Oklahomans may differ over how much
we should be concerned about it. But whatever
we think about the “new normal,” we should note
that one major category of state spending carries
on under the “old normal” — the growth of tax
expenditures in Oklahoma continues uninterrupted.
There are more than 400 tax credits, deductions,
and exemptions on the books in Oklahoma, with
costs ranging from zero to hundreds of millions
of dollars every year. Some of these benefit
large swaths of the state — such as the personal
exemption that all Oklahoma households can claim
on their tax return. Others subsidize very specific
activities or industries.
For example, take the “Credit for Employers in the
Aerospace Sector,” which was claimed on 31 tax
returns and cost Oklahoma $677,000 in fiscal year
Budget Priorities: The Government and Taxes We Want

Under any fair assessment, these tax credits
are state spending by another name. Although
implementation of these credits happens through
the tax code, the effect is that Oklahoma is directly
using money collected through general taxation
to subsidize a specific activity — in this case,
providing tuition assistance and hiring aerospace
engineers.
Between incentives like the Aerospace tax credit,
the Quality Jobs program ($82.3 million in fiscal
year 2014), the Investment/New Jobs credit ($94.8
million), and others, reimbursing the payroll
costs of private businesses has become a major
destination for taxpayer dollars — one that is tens
of millions larger than the entire appropriation
for the state CareerTech system, which provides
vocational training to students at public schools
and technology and skills centers.
However, these tax expenditures operate under
very different rules from other state spending.
For example, the CareerTech system must
operate within the annual budget appropriated by
lawmakers each year. That budget has been cut
more than 15 percent since FY 2009.
As a result, the agency has cut employees through
layoffs and buyouts and eliminated much of the
administrative oversight over their programs,
which CareerTech officials say threatens to result
in “inconsistent teaching/administration practices,
loss of quality program content, and improper data
reporting.”
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This example illustrates the stark contrast between
two kinds of state spending with very similar
missions to promote workforce development
and economic growth within the state. Over the
same time as funding for CareerTech was slashed,
spending on the Quality Jobs program, Investment/
New Jobs credit, and aerospace tax credits have
more than doubled. Because these programs award
tax credits to any qualifying company that applies,
our spending on them continues to grow without
oversight by lawmakers or the general public. We
never know how much they will cost until we get
the bill.
It is clear that growing tax expenditures are shifting
money away from CareerTech and other services.
We may debate whether it is better for Oklahoma to
grow our economy by directly subsidizing private
sector jobs versus investing in public workforce
training programs. Unfortunately, Oklahoma
lawmakers have not even acknowledged that they
are making this tradeoff.
For example, when the Legislature voted in 2014 to
extend the sunset date for the aerospace tax credit,
the analysis provided by legislative staff claimed
that “there is no additional fiscal impact due to
extending the sunset date.” In another example,
when lawmakers voted this year to allow chicken
egg producers to receive Quality Jobs subsidies, the
bill’s summary claimed that spending this money
would not cost money “due to the revenue neutral
features” of the Quality Jobs Program.

We should do more. Another good step would
be to require a sunset date be added to all tax
expenditures, so lawmakers have to regularly return
to them and assess if they should continue.
Tax breaks should also be capped with an annual
spending limit to reduce the risk that lawmakers
could severely underestimate how much they will
cost. Estimates of how much the state is currently
liable for in tax credits vary widely and credits can
be used years after they are issued, so we never
know exactly what the impact will be until the bill
comes due.
These reforms would bring some much needed
accountability by taking Oklahoma’s tax
expenditures off auto-pilot. Fundamentally, we
need a shift in perspective among Oklahoma
lawmakers and the public to recognize tax
expenditures for what they are and to exercise the
same scrutiny over them that we do for all other
forms of state spending.
JONATHAN BUXTON
The Business Perspective on Tax Credits,
Deductions and Exemptions; Jonathan D.
Buxton, Senior Vice President of Government
Affairs, State Chamber of Oklahoma
In order for any endeavor to thrive, investment
must be made. Tax credits, deductions and
exemptions allow the state to invest, via the tax
code, in creating a thriving and diverse economy in
Oklahoma.

The revenue neutrality of tax expenditures is
highly suspect, especially when contrasted with
our very different treatment of appropriated
spending programs. We have decided Quality
Jobs doesn’t cost money because the spending
leads to economic growth that increases tax
revenues. However, CareerTech isn’t allowed that
convenience when lawmakers decide its budget.

The state of Oklahoma has been blessed with
abundant natural resources and an enterprising
spirit in her people. However, a lot of other states
have a very similar set of raw materials and we
compete with them every day. Unless the state
provides a fertile field of growth, these resources
will not be utilized. This will result in Oklahoma
being outpaced by our neighboring states.

This approach prevents an honest examination of
how best to use Oklahoma taxpayer dollars.
Oklahoma made some progress this year with
reforms that will require new tax breaks to be
regularly assessed based on a measurable goal.

Historically, Oklahoma has relied heavily on the
agriculture and energy sectors of the economy.
These industries remain vital to the future of
our state, but recent growth in other sectors has
diversified the Oklahoma economy. As we have
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seen in the past, when we rely solely on agriculture
and oil and gas commodities, our state revenues
suffer from the fluctuations in those markets. There
is a value in diversifying Oklahoma’s economy, and
the primary tool in the toolbox of state government
is a reduction in the tax burden imposed by the
state to achieve specific goals.
Unfortunately, the term “tax credit” has become
more of a pejorative than a description of a tool.
The problem arises when people fail to recognize
that these credits are reductions in the burden of
the taxpayer. Perhaps better terms are “targeted tax
cuts” or “economic development programs.”
It is important to note that the assumption of the tax
code at both the state and the federal level is that all
income, from businesses and individuals, belongs
to the government and the government simply
allows taxpayers to keep some of that income.
Thus, tax credits are reported by the government as
tax expenditures. This shift in ownership of income
allows legislators to claim that tax credits are
handouts and cost the state money. Nothing could
be further from the truth.
Businesses create jobs and make capital
investments in the state. These investments make
the state attractive to new talent while also helping
the state government better weather recessions and
economic downturns. Attracting new industries and
businesses within existing industries through the
use of tax credits helped the state move away from
solely depending on one or two industries subject
to the ebbs and flows of the markets.
The state should examine the return on these
investments, and the business community
welcomes fair minded evaluations of all credits,
exemptions and deductions. The creation of the
Incentive Evaluation Committee by House Bill
2182 last session is an excellent opportunity to
evaluate these economic development programs.
The business community looks forward to sharing
the stories of how these programs have provided an
opportunity for their industries and the growth of
all of Oklahoma.
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RUSSELL EVANS
The Impact of Tax Credits, Deductions, and
Exemptions on the Oklahoma Budget
While the focus of this town hall gathering is on
Oklahoma budget priorities, a focus of the impact
of credits, deductions, and exemptions on the state
budget omits from consideration important features
of these programs. Credits issued against a tax
liability, deductions offered to reduce a taxable
base, and exemptions from taxable coverage all
have an unambiguous negative effect on the state
budget. In a static world (considering credits,
deductions, and exemptions in a vacuum and
ignoring dynamic economic impacts across time),
every credit, deduction, and exemption reduces
what would otherwise be available to the state
budget. But we do not live in a static world, and
these tax programs are implemented in recognition
of this reality with the explicit intent to alter
economic activity. The real question is whether
or not the positive impacts to economic behavior
offset the costs of foregone state revenue.
As an example, consider the federal mortgage
interest deduction. The deduction has an
unambiguously negative impact on federal budgets
as a nearly $70 billion tax expenditure (one of the
largest federal tax expenditures and the subject of
much recent reform debate).
When implemented, the intent was to encourage
home ownership by decreasing the real costs of
buying a home. In theory, renters may be more
inclined to transition to homeowners if they know
the increase in monthly living expenses (mortgage
principal and interest payments, property taxes,
homeowner’s insurance, utilities, etc.) would be at
least partially offset by a smaller tax burden.
The belief being that homeownership is associated
with a host of positive economic spillovers on
the community including increased likelihood
of voting in local elections, decreased likelihood
of criminal activity, increased likelihood of
participation in local education, etc. Indeed, the
federal mortgage interest deduction was seen as
an integral part of the strategy to promote the
American dream.
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More recently, economists have wondered if
the community benefits still outweigh the fiscal
costs as it increasingly appears to have little
effect on homeownership decisions and only
offers significant tax savings to a small segment
of the population – high income earners with
large housing expenses (east coast, west coast,
and select high cost of living metro areas). One
Nobel economist, Robert Shiller, went so far as to
note sarcastically that the deduction incentivized
the uniquely American dream of being heavily
leveraged in a singularly undiversified asset
portfolio!
Returning to the state discussion, the remaining
commentary will focus on the role of credits,
deductions, and exemptions in determining the
location of economic activity (successful economic
development).
In a terrifically insightful paper published nearly
twenty years ago entitled State Tax Policy and
Economic Development: What Should Governors
Do When Economists Tell Them That Nothing
Works? by Dick Netzer, he poses and answers the
following question:
“What do we really know about the effects of state
tax policies on the location of economic activity?
The answer to this first question is dismayingly
inconclusive. It would be absurd for governors
to act on the conviction that location is entirely
indifferent to state-local taxes, but equally absurd
for them to accept the proposition that there is
usually a big bang for the buck. Ordinarily, it
will cost a great deal in tax revenue to get strong
economic effects and, in some circumstances,
even a very costly tax change may have negligible
effects (except perhaps in the very long run). But
there are conditions in which strategic tax actions
can have a strong impact. Those conditions relate
to geography, a state’s economic structure and the
specific features of its tax system.”

be evaluated on a case by case basis to determine
if their implementation improves social welfare.
As before (see the previous article by this author),
there is no sweeping answer to the issue that
reveals the exact combination of taxes and tax
expenditures that are optimal for a state. Instead,
careful and considered analysis on a case specific
basis is required to determine if the policy advances
or impedes the public good. The second point is
a little more subtle and is found in the recognition
that the intent of these programs is to advance
social welfare. The ability of the state to provide
basic public sector support (the state budget) is
certainly a component of social welfare, but so
too is the level and growth of economic activity,
private household consumption, environmental and
natural resource quality, and many other arguments.
All too often discussion of credits, deductions,
and exemptions focus almost exclusively on the
question of “does the program pay for itself” to the
exclusion of other potential avenues of benefits.
In this light, the focus becomes less on the impact
on the state budget, but more broadly, the impact
on the state. In the interest of time and space, the
following bullet point thoughts may prove useful
in considering the role of credits, deductions, and
exemptions.
•

Credits, deductions, and exemptions are a
complement to effective local government in
regional economic development; there is likely
no tax expenditure program or local incentive
that can overcome the negative development
effects of a community that has a culture of
contention between local levels of government
or the public and private sector; for regional
economic development, a culture of success is
more important than the specifics of a credit,
deduction, or exemption incentive;

•

A natural tendency to adopt and duplicate
the programs of other regions is misplaced;
successful programs must be complements
to a region’s existing economic geography,
economic structure, and resource base;

The preceding paragraph highlights at least two
important points worth considering. First, tax
credit, deduction, and exemption programs must

© 2015 The Oklahoma Academy Town Hall

133

Budget Priorities: The Government and Taxes We Want

•

Credits, deductions, and exemptions should be
evaluated on a case by case basis; sweeping
assertions of their effectiveness or wastefulness
are more likely to reflect a philosophical rather
than an empirical analysis;

•

The above bullet points combined suggest that
a regular review of tax expenditure programs
is beneficial, as the program may be stagnant
against a changing geography, structure, and
resource base;

•

Netzer summarizes the above discussion nicely
while underscoring the need for careful analysis
rather than sweeping change. He notes that “…a
careful reading of the evidence leads to a much
more agnostic type of advice: there are indeed
conditions in which tax policy changes that are not
enormously costly can make a difference.
Don’t expect miracles, however.

The effectiveness of a tax expenditure program
should be evaluated using a set of metrics more
broad than simply evaluating if the program
pays for itself by generating more tax revenue
than it foregoes in tax expenditures

To get a big bang will take a lot of bucks, more
often than not, and the scene is littered with
examples of a lot of tax relief or reduction bucks
producing no economic development bang at all.”
Evaluating state tax credits, deductions, and
exemption is certainly an important piece of the
budget prioritization process, but a singular focus
on budgetary impacts does a disservice to the
broader aspiration state prioritization at the heart of
this town hall gathering.

“It’s (this year’s budget) $73.2 million lower than the
amount spent last year, it takes $150 million out of the
state’s emergency savings, and it uses some uncertain
assumptions to assure that it is theoretically balanced.”
Editorial, Tulsa World, 5.21.15
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The Inevitable, Indispensable Property Tax
Josh Barro, New York Times, July 4, 2015

If you’re a homeowner, you probably don’t like
paying property taxes. But economists like property
taxes for the same reason taxpayers hate them:
They’re hard to avoid.
A 2008 study by researcher at the Organization for
Economic Cooperation and Development looked at
a number of countries and found that taxes on real
property caused the least drag on gross domestic
product per dollar of revenue raised. Next came
sales taxes, personal income taxes and corporate
income taxes. In other words, property taxes were
the best way to collect revenue without hurting the
economy too much.
As the economist Greg Mankiw wrote in this space
three years ago, “A good rule of thumb is that when
you tax something, you get less of it.” That idea
helps explain why property taxes do relatively little
economic damage.
The main way taxes harm the economy is by
causing people to change their behavior. Raising
the income tax can cause people to work less; a
higher sales tax can make people spend less. But
the only way to avoid a property tax increase is to
sell your property, and even then, you have to find
a buyer who’s willing to take on the tax burden
you’re giving up.

So from an economist’s perspective, it’s a bit of a
problem that Americans have fought so strongly
against property taxes for the last 40 years. Since
the 1970s, most states have significantly restricted
how high local property taxes can go. The main
effect has been not to restrict the growth of
government but to push government to rely on less
economically efficient taxes.
Property taxes declined to 24 percent in 2007
from 31percent of local government revenues in
1977. Even as property taxes were restricted, local
government grew as a share of the economy, driven
by a combination of higher sales and income taxes
and greater aid from state governments.
Increased reliance on these taxes has brought
problems, and not just because they cause people to
change how much they work or where they spend:
•

Sales tax, which falls disproportionately on
the poor, is what economists call regressive.
Property tax is often perceived as regressive,
but because wealthy people own much more
property than poor people do, it is more
progressive than sales tax, though not as
progressive as income tax.

•

Sales tax receipts are suppressed by several
trends. Online sales have cut into the sales tax
base, and the economy has shifted over time
away from goods toward services, which most
states don’t subject to sales tax. States have
responded to this base erosion by raising sales
tax rates over time, increasing the extent to
which the sales tax damages the economy.

•

The shift toward sales and income tax has led
to an erosion of local control. Sales and income
taxes are often levied across a large geographic
area (lest people simply shop across municipal
borders to get a better sales tax rate). The shift
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Real property is an excellent tax base because it
can’t be moved and it lasts a long time. In the case
of land, it usually lasts forever. We, as economic
actors, cannot respond to a higher tax on land by
reducing the amount of land that exists. We may
change what buildings to construct and where, but
once a building exists, it’s not likely to move in
response to tax changes.
In rare cases, property taxes can get so high that
they encourage people to abandon their property
(see Detroit). But in general, property taxes simply
lead to an efficient transfer of wealth from property
owners to the government. That’s not necessarily
lovely for property owners, but we need to
© 2015 The Oklahoma Academy Town Hall

finance government somehow, and it’s best for the
economy that the manner be an efficient one.

Property tax was the only major state and local
government tax that held up well in the Great
Recession. In most states, property tax collections
are devised to grow in a stable, steady manner, with
the tax rate falling when property values spike and
rising when they fall.

away from property tax has meant that local
governments have had to depend on state
governments to collect taxes and send them
aid. This structure is fairer to poor cities and
towns with weak property tax bases, but it also
leaves local officials responsible for providing
services without control over the revenue
sources to fund them.
•

Sales and income taxes are volatile. It’s their
biggest problem. State and local income tax
receipts fell 12 percent from 2007 to 2009,
igniting budget crises around the country. In
past recessions, sales tax held up much better
than income tax, but not this time: Sales tax
receipts fell nearly as much, 9 percent, over the
same period.

The federal government deals with revenue
volatility by borrowing money. But states and
cities are supposed to balance their budget every
year. Governments were caught off guard as the
recession hit. Half of states missed their revenue
projections by more than 10 percent in 2009,
forcing large midyear budget cuts.
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Indeed, property tax has grown as a share of total
state and local government receipts since 2007. In
2012 it was 27 percent, up from 24 percent in 2007,
not because governments have re-evaluated their
choice to de-emphasize property tax, but because
sales and income taxes have been so extraordinarily
weak in the recession and its aftermath that
property tax has grown by comparison.
That growth serves as a reminder of the virtue of
property tax: In good times or bad, it provides a
stable, efficient source of revenue.
The Upshot provides news, analysis and graphics
about politics, policy and everyday life. A version
of this article appears in print on July 5, 2015, on
page 6 of the New York edition with the headline:
The Inevitable, Indispensable Property Tax.
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Section 5

OKLAHOMA PRIORITIES
WRITTEN BY STATE AGENCY ADVOCATES AND LEADERS

The Tulsa World published a series of articles concerning the priorities of government
in Oklahoma. The theme questions was “why should (insert function) have a higher
state budget priority?’ The responses of the invited authors follow in this section as
single page essays.
The opposite page is reserved for ... those heads of the eleven agencies who responded
to the Academy’s request for any modification, changes, and/or updates to the
December 2014 articles. We have asked the State Health Department, which wasn’t
highlighted in the Tulsa World series, to provide their response independently.
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Human Services

Steven Dow, Executive Director, Community Action Project, Tulsa
Kelsey Briggs. Joshua Minton. Aja Johnson.
Ahonesty Hicks. Serenity Deal. Maggie Trammel.
Each of these six Oklahoma children was a victim
of the worst form of child abuse. They were
murdered by the very people who were supposed to
love and nurture them.
It wasn’t too many years ago that we became
accustomed to waking up to the headlines
and horrific images of a failing child welfare
system and a troubled Oklahoma Department of
Human Services. DHS was spending millions of
taxpayer dollars paying attorneys and defending
itself against a class-action lawsuit, rather than
focusing on improving services to our state’s most
vulnerable children.
Finally, in early 2012, the lawsuit was settled.
Shortly thereafter, Gov. Mary Fallin and a
bi-partisan group of state legislative leaders
announced their support for the Pinnacle Plan - an
ambitious, five-year effort to transform Oklahoma’s
child welfare system. The Pinnacle Plan outlined
a set of specific steps that entailed hiring more
child welfare workers and paying them more,
recruiting and paying foster care families enough
to provide for the children, and making many other
improvements at DHS. At the time of its adoption,
based on the estimated 8,000 children then in
state custody, fiscal estimates were that it would
cost $100 million annually in excess of previous
spending. Few, if any, issues have galvanized
legislators, policy makers, and citizens across
party lines as the need to fund adequately the DHS
reforms.
Yet, even as DHS was beginning the reforms,
the number of children in state custody has
skyrocketed to more than 11,000 - nearly a 40
percent increase over what was used as the basis
for cost estimates. Such growth in the number
of children, coupled with what has been a much
slower than projected increase in the number
of foster care families, has overwhelmed DHS.
Budget Priorities: The Government and Taxes We Want

Front-line workers are carrying unreasonable and
unsustainable caseloads. Hence, the need for funds
is even greater than what the original projections
contemplated.
No one is satisfied with the pace of the reforms
nor the current status of the child welfare system.
The federal court co-neutrals who are monitoring
Oklahoma’s progress have issued a number of
highly critical reports. The DHS Children and
Family Issues Citizens Advisory Panel (of which I
am one of five members) has issued two reports to
the governor and legislative leadership expressing
its concern about the continuing problems. Director
Lake himself recently commented that “we still
have a long way to go before we can be completely
satisfied with our services.”
Nearly three years into the Pinnacle Plan five-year
timeline, DHS is behind where it had hoped to
be. The governor and Legislature must accept the
unfortunate fact that there are now more children
who need services than we had anticipated and
adequately fund the reforms. DHS desperately
needs many more case workers and needs to
increase the salaries of those who are on the
front lines of protecting our children. Oklahoma
desperately needs more foster families.
Our broken foster care system is one of many
areas of human services that needs the attention of
our elected officials, policy makers, and everyday
citizens. When the Pinnacle Plan was approved,
Gov. Fallin stated, “DHS will continue to have my
support and assistance as it works to implement
the Pinnacle Plan. The success of these reforms is
critical to ensuring the state can provide adequate
protection and care to vulnerable Oklahoma
children.”
I hope her budget and the Legislature’s
appropriations to DHS evidence that support. Our
state’s most vulnerable children depend on it.
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Director Lake Says ...

Ed Lake, Director, Department of Human Services
At the time of Steven Dow’s call in January for
appropriate funding in support of the Department
of Human Services Child Welfare Services, it
was becoming clear that the state fiscal year 2016
budget was going to be a difficult one for DHS. As
it turned out, a majority of state agencies received
some level of reductions in their appropriations
to make up a $611 million state budget shortfall.
The DHS share of the cuts for the upcoming state
fiscal year was not insurmountable-- $11.8 million.
However, we also had a $33.4 million shortfall in
our current fiscal year operating budget and had
to identify additional reductions to make up the
shortage.
That deficit is the result of multi-year cost increases
for the growth in foster care and adoptions,
increases in the state’s required share of the
Medicaid match rate, and the need for additional
child welfare positions to meet increased workload
demands. The agency has requested additional
appropriations the last two years for all but the
latter item, but did not receive appropriations to
cover those costs. DHS had been able to cover
the costs in past years with “carry-over” funds
that are no longer sufficient. (Carry-over funds are
essentially savings accrued each year and are onetime sources of revenues not suited for covering
continuing operational costs.)
Thankfully, Governor Fallin and the legislature
continued their strong support of the Pinnacle
Plan, appropriating $15.9 million for Year Four
of the Plan. Those funds, however, are dedicated
exclusively for specified Pinnacle Plan initiatives
and could not be used to make up the deficit created
by multi-year cost increases, even though the
majority of the increases occurred in child welfare
programs.
Challenged with the task of identifying $45 million
state dollars ($61 million total including federal
dollars) in reductions, we employed the following
framework to guide our decisions: 1) Minimize
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service impacts to clients; 2) Minimize impacts on
employees who work directly with clients; 3) Look
first within the department for more reductions
than its proportionate share; and, 4) Protect our
core services and functions to the greatest extent
possible.
The entire DHS executive team representing all
areas of DHS worked diligently together over
the past few months to develop ideas on what
to reduce or eliminate. The results of that work
are not necessarily all things we want to do, but
with certainty I can say our list of reductions was
developed thoughtfully and exhaustively within the
framework outlined above.
The internal DHS reductions include cutting
back budgets for travel, equipment purchases and
conferences, many of these to the level(s) spent in
2014 and/or 2015. The numbers of various types
of unused or significantly under-used equipment
will be reduced. The move to a biweekly payroll
period has been postponed indefinitely, generating
$4.5 million in state dollars we had reserved for the
conversion from a monthly payroll process. The
amount of payroll “lapse” (salary costs saved from
vacancies) will be reduced. Unspent funds in the
federal TANF and Child Care Block grants totaling
almost $10 million will be used to cover approved
services and the associated state dollars will be cut.
However, over and above the amount that will be
saved from those cuts, the total amount of internal
DHS reductions needed was more difficult to
achieve. In an agency like ours, excluding direct
assistance payments to clients, 64 percent of our
administrative expenses are personnel costs and
that is an area we must look to for reductions
of significance. Identifying positions to cut is
an especially difficult decision-making process
because so much of what we accomplish is
carried out directly by our employees. While we
have made every effort to lessen the impacts on
personnel, we have targeted salary savings roughly
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equivalent to more than 200 positions, or $11
million state dollars.

some contracts were eliminated. Several contracts
for which we had been providing more state dollars
than required for the federal match were cut back
to the minimum match rate. Other large contracts
were reduced by significant percentages.

Although we have many vacancies now, it is
not sound management to simply abolish all the
current vacancies because those positions are
not evenly distributed among divisions or duties.
Each division therefore selectively targeted their
position cuts. Fortunately, fewer than half of the
targeted positions are occupied and many of them
are supervisory, management or support positions.
We have extended Voluntary Out Benefits Offers
(VOBOs) to all employees occupying positions
identified for reduction. Unfortunately, if not
everyone affected accepts the offer, as we
anticipate, it will be necessary to implement a
Reduction in Force (RIF) to achieve the required
number of positions to abolish.

Even after all of the internal and external
reductions described above were identified, our
budget still was not balanced. Our last step was
to implement a 3.5 percentage reduction in the
rates paid to providers in both the Developmental
Disabilities and Aging Medicaid Waiver programs.

Continuing to deal with the growing fiscal demands
in Child Welfare Services presented a unique
challenge. Although Child Welfare Services
were protected from an overall reduction, the
division did make internal cuts and those funds
were reallocated to help cover program expenses
noted previously. In addition, we will be adding
approximately 300 positions at the field level.
That may seem counterintuitive given our fiscal
predicament, but as an integral part of our efforts
to address the high number of children currently
in our custody and continue our progress to reduce
workload levels as required by the Pinnacle Plan,
we need more child welfare specialists and we need
them now.
Turning to those reductions we are making
externally, we first reduced almost all contracts at
least to their recent actual expenditure levels and
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Altogether, the reductions we are making will both
balance our budget and account for the legislature’s
reduced appropriated funding for state fiscal year
2016. Measured in total dollar impact (federal
+ state), 64 percent of the cuts will be internal to
DHS ($38.9 million), 22 percent from contracts
($13.6 million), 9 percent from Waiver Program
provider rate reductions ($5.5 million), and about
5 percent ($2.8 million) may more directly impact
client services.
This has been an agonizing process for all of the
leadership in this agency. We absolutely want to
and should be fiscally responsible, always looking
for the most cost-effective ways to provide our
services, get the results we need to achieve, and
support the operations of the agency.
That said, we sure didn’t choose to make so many
and such large reductions all at once this year.
But, we have faced our financial reality, made the
difficult decisions, and I am confident DHS will
survive these unsettling times – this agency has
been in this place before and still moved forward.
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“Regent Jody Parker noted that Regents had requested
an additional $88 million in performance funding to
reward institutions that meet retention and degree
completion goals consistent with the Complete College
America Initiative pushed by Mary Fallin. Because
of budget cuts, not a single dollar will go into the
performance funding program, Parker lamented.”
Daily Oklahoman, 6.1.15
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Public Schools

Keith Ballard, Superintendent, Tulsa Public Schools
There is tremendous momentum taking place
on many fronts in our state. Oklahoma City and
Tulsa are experiencing a rebirth. As we transform
our cities into places where companies want
to relocate, the increased demand for a highly
educated workforce grows.

Collectively, TPS and other districts made some
tough decisions when the economy tanked in
2008. TPS cut 225 teacher and 130 administrative/
support positions. This has increased class sizes,
and has put a strain on the number of teachers we
are able to hire.

Common education in Oklahoma is at a pivotal
point; it is one I am hopeful will set a new tone
with substantial investments to enable us to meet
these growing demands.

Shortly before the holidays, a number of districts
learned that our mid-term adjustments would be
lower than expected. TPS - and other districts stands to lose $1 million that wasn’t anticipated.
That is because a law passed in 1992 was never
implemented. It is the state’s fault and this issue
should be addressed at no financial loss to schools.

A person’s potential lifetime earnings, as connected
to education attainment, are staggering. According
to the Bureau of Labor Statistics, high school
graduates earn 38 percent more than individuals
who do not complete high school. Those with a
college education earn an astounding $830,000
more over their lifetime than those with just a high
school diploma.
Last year, 30,000 teachers and parents joined at
the state Capitol calling for increased education
funding. State legislators, to their credit, added
$80 million to last year’s budget, which was much
appreciated.
Unfortunately, even with that substantial
commitment, half of those funds paid for mandated
health-care increases. Even more unfortunate was
the decision by the outgoing state superintendent to
redirect $32 million to out-of-state, online schools.
This left about $7 million, which doesn’t cover the
increased number of students in the state.
From 2008 to 2012, the total loss of education
funding in the state was $226 million; the loss to
TPS was $22 million. Precious little of that has
been restored, with most of it being earmarked for
increased mandated expenditures. In 2008, TPS
had $311 million in the general fund budget; this
year, our budget is $310 million. Statewide, we’ve
added 43,000 more students since 2008.
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Teacher pay is abysmally low in Oklahoma.
Recently, Tulsa was ranked No. 109 in teacher
pay and Oklahoma City No. 117 out of 125
U.S. cities, even when cost of living was taken
into account. The five surrounding states all pay
teachers significantly more than Oklahoma. The
average starting salary in Oklahoma is $31,600,
about $4,500 below the national average. Teacher
shortages and low pay are connected to insufficient
funding. Teacher pay is the largest expenditure
in school district budgets. Today, TPS still has a
shortage of 45 teachers. Statewide it is more than
800.
Parents and employers tell us they want graduates
who are high-achieving in science, technology,
engineering and math (STEM), yet we are having
a difficult time finding enough highly qualified
teachers in these subject areas. Unless we fix
teacher pay, we have only seen the tip of the
iceberg.
Oklahoma has a long history of low per-pupil
spending. Oklahoma recently received a D-plus
grade from Education Week and ranked 43rd
compared with other states, with the seventh-lowest
per-pupil expenditures. It is indeed a new day for
common ed in Oklahoma. Let’s make it a new
day for our children. It can be done. The time for
increased public education funding is now.
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Superintendent Hofmeister Says ...
Joy Hofmeister, State Superintendent of Public Instruction

The Investment of Public Education:
Shoring Up the Foundation
Oklahoma is basking in a truly amazing time of
growth, but what is missing in the equation is a
priority focus on education. I’m proud of what
my administration has accomplished since I took
office in January, particularly during a dramatic
revenue shortfall, but a great deal of work remains.
Building and maintaining a first-rate public
education system can only come about through the
engagement of citizens. That is why organizations
such as the Oklahoma Academy play a critical role
encouraging and shaping public discourse.
Aside from family, a teacher is the most important
component in education. Their influence is
immeasurable. Yet too many teachers now find
themselves feeling marginalized or neglected to
the point that Oklahoma schools are in the midst of
a historic teacher shortage. Earlier this year, there
were as many as a thousand teacher vacancies. This
is a crisis in which schoolchildren are suffering.
Our students deserve a vibrant, permanent teacher
in every classroom.
The state’s K-12 budget remained flat at $2.5
billion for fiscal year 2016. I am grateful to the
governor and legislators for maintaining a standstill
budget for public K-12 education in a difficult year
that saw many other state agencies take large cuts.
However, with enrollment numbers increasing
by 43,000 more students since 2008 and a steady
rise in Flexible Benefit Allowances (FBA) costs, a
flat budget in 2015 to common education actually
meant a cut in per- pupil spending.
I will continue to make our case to the Oklahoma
State Legislature that our teacher compensation
must, at the very least, be competitive. And I don’t
mean competitive with Mississippi and South
Dakota, the only states in the nation that on average
pay their teachers less than Oklahoma.
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My proposal is simple but effective: Elevate
teacher pay to the regional average, and days of
instruction to the national average, phased-in over
five years. That’s five new days and a $5,000 pay
increase over five years -- what we have dubbed
#OKHigh5. It didn’t happen this past legislative
session, but the stakes are too high, our children
too precious and our teachers too important to give
up this fight.
Fair compensation would help staunch the
hemorrhaging, but it’s not a cure-all.
We have to look for ineffective tax incentives,
reduce excessive education mandates and find
ways to divert money back into the classroom that
now goes to testing vendors. This summer I will
appointed a Red Tape Task Force to determine
the best and most responsible ways to toss out
burdensome paperwork and regulation and usher in
an era of trust, respect and efficiency. Time in the
classroom is too crucial to be consumed by largely
meaningless standardized testing.
Today’s End-of-Instruction exams (EOIs) are too
costly ($7-8 million a year) and counterproductive
to produce much of anything useful concerning
student performance. Some testing is certainly
valuable, provided it is properly designed and
aligned — but what we see today too often impedes
instruction and diverts focus from individual
learning. That’s why I strongly believe Oklahoma
should instead meet Achieving Classroom
Excellence (ACE) requirements by switching to
a single, nationally respected and time-honored
assessment like the ACT, which 75 percent of our
Oklahoma students already take.
Moving to the ACT (approximately $2.5 million a
year) would free up valuable instruction time and
return to the classroom millions of dollars currently
tied up in testing contracts.
We are making great strides in academic standards.
Dedicated educators across the state have taken on
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However, sustained, long-term economic and
cultural growth is dependent on education.

the mission of developing high-quality standards
in English language arts and mathematics. It
is painstaking work, but our standards-writing
teams are pushing ahead admirably and within
a very tight timeline. They are committed, as is
the Oklahoma State Department of Education, to
crafting new standards that are rigorous, ensure
depth of knowledge, are properly aligned and
reflect valuable feedback from Oklahomans. We
will be conducting town hall meetings and taking
public comment until our Final Draft is ready in
October 2015.

Without a strong emphasis in education, Oklahoma
is building without a foundation to support itself.

Oklahoma is in the midst of an extraordinary
renaissance that has drawn national and even
international attention. Our state is seventh in the
nation for economic performance, boasts a median
household income growing at twice the national
average, and enjoys low unemployment. A dynamic
entrepreneurial spirit is fueling creativity and
changing the cultural landscape.
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You wouldn’t be involved in this town hall
conference if you weren’t ready for a challenge.
So I call on you to engage your neighbors, your
families, your communities and your legislators.
Let them know our kids are worth the investment.
All we do should be about results for kids. I’m
setting goals with our education stakeholders.
I believe our goals must be audacious – fearless,
daring and bold. Nothing worthwhile is easy,
and nothing is more worthwhile than education.
Education changes the world. Let’s work together
to accomplish what cannot be accomplished alone.
We must never settle for less than the best. Let’s
stay engaged, invest in our students, invest in our
future, and move our state forward – together.
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“If writing a budget is a zero-sum game, increasing
funding to these programs would mean reducing funding
to others. But there are two halves to the fiscal equation.
For the state budget to balance, appropriations must
equal revenue. The solution to meeting more needs isn’t
to slice the pie differently, but to get a bigger pie.”
Editorial, Tulsa World, 2.1.15

© 2015 The Oklahoma Academy Town Hall

145

Budget Priorities: The Government and Taxes We Want

Medicaid

Nico Gomez, CEO, Oklahoma Health Care Authority, Oklahoma City
Another ordinary Monday morning and before
she has a chance to take a sip of coffee, one of
our nurses is on the phone with a desperate and
exhausted mom who is seeking a medical specialist
for her child. Our nurse gets to work and a few
phone calls later a mom finds relief and a child has
a potentially life-changing medical appointment
that they would not have been able to afford
without SoonerCare.
The Oklahoma Health Care Authority administers
SoonerCare, the state Medicaid program. We serve
more than 800,000 Oklahomans each month whose
income is low enough to qualify. This includes
more than 500,000 kids (more than half of the kids
in the state) as well as pregnant women, individuals
with disabilities and seniors.
To ensure our members have access to health care,
I will be asking for $140 million in state funds
in addition to our current state funding of $953
million. This includes replacement of federal
dollars and one-time savings carried forward from
the previous year, and a conservative 4 percent
growth mostly in the demand for services.
Unfortunately, most of this request stems from
issues outside of state control. The Federal Medical
Assistance Percentage used to determine federal
matching funds for state Medicaid expenditures
will continue to decrease because our state’s percapita income is performing better than many
other states. This will require new state dollars to
maintain services.
Our budget is also impacted by the uncertain
reauthorization of the federal Children’s Health
Insurance Program by Congress no later than
September — three months after the state fiscal
year begins. This amounts to $42 million used
to take care of Oklahoma children.Frankly, I
find it difficult to argue for the Medicaid budget
needs without regard to the state’s overall longterm needs. We need to invest appropriately in
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Oklahoma’s education, workforce development
and poverty eradication if we truly desire to reform
and reduce the fiscal pressure on SoonerCare. I
don’t envy state leaders who must prioritize and
fund a complex group of systems that drives our
economy, keeps our citizens healthy, educates our
children and grows our workforce. The impact of
poor investments in health, education or otherwise
affects us all. In turn, we all benefit from producing
positive results. We all have a role in moving
Oklahoma forward.
We share in the consequences and must share in
the solutions. Government, private and nonprofit
leaders - including the health-care authority - are
uniting to look at ways to leverage resources
and achieve positive outcomes. We partner with
the Oklahoma State Department of Health, the
Oklahoma Department of Mental Health and
Substance Abuse Services and others to improve
health outcomes. I am confident we will see
significant improvements within the next five years
in tobacco prevalence, uncontrolled hypertension
and diabetes, controlled substance drug overdose/
abuse and immunization rates for children.
We work to ensure Oklahoma has the most efficient
program in the nation. We work with our state
and community partners to maximize dollars and
results. However a shrinking pool of funds makes
it difficult to maintain services. We have thousands
of Oklahomans counting on this program to make
access to life-saving health care not only affordable
but simply available. We count on the generosity
of the state’s taxpayers to make this program work
for our children, pregnant moms, individuals
with disabilities and our seniors. With taxpayer
support and the confidence of state leaders, we can
make sure our state’s kids have every chance to
be healthy learners and are prepared to be healthy
earners while still serving the complex medical
needs of individuals with disabilities and seniors.
This is how we love our neighbor and are honored
to live it out every day.
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More Medicaid ...

Nico Gomez, CEO, Oklahoma Health Care Authority, Oklahoma City
The vision of the Oklahoma Health Care Authority
(OHCA), our state’s Medicaid agency, is for
Oklahomans to enjoy optimal health status through
access to quality health care regardless of their
ability to pay. We work with public, private and
nonprofit partners, our SoonerCare members and
our health care providers to administer responsive
and responsible programs.
While the majority of our members (66 percent)
are children, we also cover qualified pregnant
women, seniors and disabled Oklahomans. It is a
privilege to be here for those temporarily in need—
our neighbors, family, co-workers and friends.
As taxpayers and Oklahomans, you are investing
directly in programs that provide access to quality
health care with priceless returns.
You invested in caring for Piper in Wilburton who
at 7 years of age went in for a routine checkup and
found that her blood sugar was over 1,000 and her
pancreas was failing. You provided care to Brady
in Claremore, a 15-year-old high school baseball
player who needed a transplant. Brady’s operation
was a success and he was later featured in a
hometown newspaper for his athletic achievements.
You provided long-term care to seniors like Bob
Nealy of Tulsa who said “…I want to let anyone
near the sound of my voice understand that this
program is necessary, without a shadow of a
doubt.” These individuals represent the more than
one million Oklahomans served each year by the
OHCA.
Responding to the needs of our fellow Oklahomans
and providing access to preventive and primary
care keeps our children and families healthy and
supports their contributions to our community
and our economy. Not all of our members have
dramatic stories of life-saving treatment. However,
they all have a story that unfolds over decades. We
know that healthy learners become healthy earners.
A January 2015 publication by the National
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Bureau of Economic Research reported a return
on investment of $0.56 for every dollar spent on a
child served by Medicaid or the Children’s Health
Insurance Program by the time they reach age 60.
The return is primarily from increased earnings and
the resulting tax dollars paid by the individual. We
all recognize that policy decisions are often made
based on short-term constraints and immediate
needs without the luxury of assessing costs and
benefits accrued over decades. The call for the
latter is not at all new, but deserves continued
attention nonetheless.
The OHCA takes very seriously our role in
being good stewards with your dollars. Among
the agency’s core values are innovation and
accountability—both of which are ingrained in its
culture. While tight budgets often require program
cuts, the OHCA is always working to identify,
implement and evaluate innovative ways of doing
business.
The OHCA was the first Medicaid agency in the
country to roll out real-time, online enrollment that
was not only more customer-centric, but also saves
approximately $1.5 million per year.
We created and administer a nationally recognized
Health Management Program that has significantly
improved the quality of care, maintained high
member satisfaction and reduced the number of
inpatient days and emergency room visits among
SoonerCare members. The return on investment
for this program over a five year period was 562
percent, resulting in $6 in medical savings for
every dollar in administrative expenditures. The
agency consistently maintains one of the lowest
payment error rates in the nation (0.28 percent
in federal fiscal year 2012). These are just a few
examples.
Despite successful efforts to streamline and
maximize efficiency and impact, there are
times when program cuts that affect members
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or providers are necessary in order to achieve a
balanced budget. Over the past several years, our
state’s economy has done well relative to other
states resulting in fewer federal dollars.
The formula for determining the federal match for
Medicaid services is meant to provide the highest
match for the states in the most need based on a
three-year rolling average of per capita income.
However, as a number of Oklahomans have
experienced an increase in income, we have
witnessed a growing number of people who need
temporary assistance. According to the Annie E.
Casey Foundation, our state has seen an increase in
recent years in the number of children (n=288,000)
living in low-income families where at least
one parent worked 50 or more weeks—families
struggling to make ends meet.
More than half (51 percent, n=471,000) of our
children live in low-income households (<200
percent of the federal poverty level). And, data
from the Annie E. Casey Foundation and the
Oklahoma Institute for Child Advocacy indicates
that three of four key indicators used to measure
economic well-being for our children have
worsened. While the dollars have decreased, the
need has increased.
For state fiscal year 2016, the OHCA appropriation
included an increase of $18 million new state
dollars, resulting in more than $971 million state
appropriated dollars and a total budget, including
federal match, of $5.6 billion.
To achieve a balanced budget, targeted program
cuts were made amounting to $34.6 million state
dollars. The total dollar impact of these cuts
including loss of federal match is $94.4 million.
The OHCA consulted with numerous stakeholders
over several months to make difficult decisions.
Though these cuts were painful, the OHCA
recognizes that many of our sister agencies had
to make even deeper cuts affecting the lives of
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Oklahomans. None of us operate in a vacuum.
We realize that a cut in one policy area has the
potential for consequences in another. There are
clear relationships between health, education,
human services and corrections to name a few. To
minimize the negative consequences of program
cuts and ensure maximum return for taxpayer
investment, we know how critical it will be to
continue working across sectors, systems and
policy areas.
To be good stewards of the collective investment
of Oklahoma taxpayers, we must continue to view
complex issues from a broader, more systemic
perspective and meet them with a coordinated,
systemic response. This means continued crosssector and cross-system coordination of resources,
planning, implementation and evaluation.
The OHCA has for years collaborated with partners
across the state to achieve shared goals. Recent
examples include partnering with the Oklahoma
State Department of Health (OSDH) and other
public, private and nonprofit stakeholders to
improve key health outcomes in the state related
to heath concerns such as diabetes, hypertension,
tobacco use, obesity and childhood immunizations.
These collaborative efforts also include identifying
needed system-level changes such as payment
reforms, improved quality of care and value-based
purchasing of health care services. As we move
forward together, we believe that all Oklahomans
will benefit from these efforts.
We share in the problems and must share in the
solutions. We must be jointly accountable for
the investments we make in one another and the
outcomes we produce. The dividends we reap from
better coordination across sectors and systems will
be long-term and will produce a healthier, more
productive and stronger state.
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“Maybe we can’t afford all the government
we have, so we have to sit down and figure
out what government we’ve got to have.”
Gary Jones
State Auditor and InspectorJournal Record, 6.8.15
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Higher Education

David Boren, President, University of Oklahoma
As a new legislative session begins and the
governor prepares a new budget, Oklahoma has an
opportunity to get on the right track.

the percentage of our young people who go on to
obtain college or university educations.
Especially in uncertain economic times, it is not
reasonable to think that our state can get back to
2008 revenue levels for higher education in just
one year. However, it is critical for state leaders
to take the first step this year even if it is only a
modest one.

In many ways, we are like a private business. Wise
businessmen and women know when it is time to
invest in the future of their businesses - even when
times are difficult.
As we face uncertainty with oil and gas prices, we
are reminded again of the need to diversify our
economy and broaden the skills of our workforce.

How should our investment in higher education be
focused?

It is clear that we should be investing more in
higher education in Oklahoma. National statistics
show that states with more college graduates have
higher per capita incomes.

First, the state should help colleges and universities
pay the cost of uncontrollable fixed cost increases
like health care, utility rates, and the maintenance
of facilities. This will help keep down costs
including tuition which are paid by students and
their families. This will enable our state to educate
a larger number of well prepared citizens.

Oklahoma has been going in the wrong and
opposite direction.
Oklahoma higher education is operating with about
$100 million less than the system received from the
state in 2008. As an example, the percentage of the
University of Oklahoma budget coming from the
state has fallen in the past 20 years from 32 percent
to 17 percent. The medical school receives only 7
percent from the state! As a result, college tuition
and fees paid by Oklahomans have had to increase
to fill the gap.
Public disinvestment in higher education is causing
a crisis all across America. Access to affordable
higher education is critical if we are to preserve
the middle class. As the doors of opportunity
have been closing to young Oklahomans and
young Americans, in the last decade, the U.S.
has fallen from first place to 14th in the world in
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Second, the Legislature and the governor could
require the State Regents for Higher Education
to put at least half of any new funds into science,
technology, engineering and math (STEM)
education. Increasing funding for these areas and
for training more teachers in these fields would
have a direct impact on the state’s economy. Jobs
come to states with the best trained workforces.
Jobs in fields which require STEM skills also pay
more and boost the entire state’s economy.
It’s a new year with new opportunities. All
Oklahomans will benefit from wise and carefully
focused investments in higher education. It’s time
for Oklahomans to send a short clear message to
our elected leaders: “Seize the moment! Invest for
our future.”
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Chancellor Johnson Says ...

Glen D. Johnson, Chancellor, Oklahoma State Regents for Higher Education
Higher education is one of the major engines that
drives the United States economy. According to Dr.
Robert Dauffenbach, Director of the University of
Oklahoma’s Center for Economic and Management
Research, college degree holders created more than
$1 trillion in new wealth in the country since the
2008 recession, which represents 93.1 percent of all
the wealth created in the country.
What is compelling about this study is not only the
impact that higher education has on income and
wealth in the nation, but more importantly, that the
economic impact may not be the most significant
contribution higher education makes to the nation
and our state.
Higher education changes the lives of citizens
in remarkable ways that are more difficult to
measure. Study after study reveal that college
graduates are more likely to vote and volunteer and
much less likely to need public assistance, seek
unemployment benefits or enter the corrections
system. College graduates are likely to be the
leaders in professions ranging from medical
science to information technology to social work to
media and entertainment. They enrich lives through
both monetary wealth and social capital. College
graduates are not a commodity—they are a unique
production of both individual initiative and public
strategy.
Oklahoma is not gaining the maximum benefit
from college attainment, as we still lag behind the
national average in the number of college graduates
as a subset of our population. And we are not just
foregoing economic growth. Not reaching our
college attainment potential actually means a direct
economic loss to the state. Real earnings of high
school graduates and those that did not finish high
school actually dropped significantly after the great
recession period beginning in 2009.
Looking at only the economic aspect of producing
more college graduates, we simply need more
© 2015 The Oklahoma Academy Town Hall

college graduates not only to reach the national
average, but also to provide the workforce for
Oklahoma’s growing, and increasingly knowledgebased, economy. To ensure growth in Oklahoma,
we must invest in higher education. The return on
investment is undeniable. A recent study by the
private non-profit technology corporation, Battelle
Technology Partnership Practice, said the return
on state appropriated dollars invested in higher
education in Oklahoma is more than 4 to 1.
In February 2015, Norm Augustine, former
chairman and CEO of the Lockheed Martin
Corporation, said before an Oklahoma audience,
“If one cares about jobs, health, knowledge or
an enduring democracy, there can be no finer
investment than to invest in education.” To keep
moving Oklahoma forward, we must invest in
higher education.
Oklahoma needs to make an even more significant
investment in higher education in order to be
competitive in the national and global economy.
Appropriation levels for public higher education
are $87.6 million below the 2008 level. Higher
education understands that other areas of state
government have needs, too. We know that K-12
education and our partners at CareerTech are part
of the pipeline to create graduates and expand our
workforce. We know that because their teachers
and administrators are our graduates, as are the
geologists, nurses, criminal justice workers, social
workers, aerospace engineers, agricultural and bioscience workers, financiers, computer scientists,
and logistics specialists that make the Oklahoma
economy vibrant. None of this works without
a highly functional and properly funded higher
education system.
The challenges that higher education faces are
clear. According to the Georgetown Center
for Education and Workforce Development,
by 2020, 67 percent - or 418,000 - of all jobs
in Oklahoma will require a college degree or
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additional postsecondary education. A highly
educated workforce is an essential component of
any flourishing state economy. Almost universally,
states with a high percentage of college degreeholders have higher per capita incomes.

technologies, business management, health
occupations and education are our largest
productivity areas.

Oklahoma higher education has been highly
successful even in the face of successive budget
shortfalls. Enrollments are up, indicating that
parents and students understand the importance of
a college education. We have joined a consortium
of 35 other states called Complete College America
(CCA) to develop ways to increase our degree
productivity while maintaining quality. Our CCA
goal has been to increase the total number of
degrees and certificates earned in the state by an
average of 1,700 per year, resulting in a 67 percent
increase by 2023. Oklahoma’s public and private
institutions and career technology centers have
exceeded our annual CCA goal, awarding 2,945
additional degrees and certificates in the first year
and 3,577 in year two.
While the State Regents are constitutionally
required to allocate the lump sum appropriation
received from the Governor and the Legislature to
address the priority needs of the system of higher
education (Okla. Const. Art. 13A, § 3), it is clear
that STEM initiatives have been and will continue
to be a top funding priority. For example, in the
wake of a 3.5 percent budget cut this year, the State
Regents increased funding for the STEM Summer
Academies at our colleges and universities by
$300,000.
The U.S. Chamber of Commerce Foundation ranks
Oklahoma 17th in STEM job growth. The number
of STEM degrees and certificates conferred at state
system colleges and universities reached a record
high in our previous academic year, with more than
6,000 students receiving degrees and certificates in
STEM disciplines, a 28 percent increase over the
last five years.
Our degree programs are both relevant to the
economy and provide the breadth required to
produce graduates who are adaptable in an everchanging world. Engineering and engineering
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We are delivering more with less. But this progress
cannot be sustained without new investment.
Oklahoma higher education is committed to
efficiency, developing cost savings in areas such
as utilities, information technology, and course
delivery. As reported by the National Center for
Education Statistics, these efficiencies have made
Oklahoma’s four-year public higher education
institutions the 3rd most affordable in the nation.
Innovative scholarship programs like Tulsa
Achieves, OKC GO and Ticket to Rose make the
two-year college experience close to cost-free
for residents of Tulsa county and select school
districts in Oklahoma county. These programs have
received national attention in the effort to reduce
college costs.
Oklahoma’s Promise, one of the premier college
access and merit scholarships in the country, has
also received national acclaim. However, after
14 years with no adjustment to the income limits,
inflation has dramatically reduced the scholarship
program’s reach in providing scholarships to a
broader cross-section of Oklahoma students.
At the research university level, both the University
of Oklahoma (OU) and Oklahoma State University
(OSU) have achieved historically high national
rankings. Each freshman class brings more highly
qualified students in terms of ACT scores and high
school ranking. Increasingly, the two Oklahoma
research institutions are seen as destination schools
for students outside the state.
Yet, both OU and OSU have cost structures that
place them at or near the bottom of the Big 12 in
tuition and fee costs each year, and they are among
the most affordable state flagships in the nation.
In many cases, the Oklahoma flagship institutions
operate at 80 percent of the cost of comparable
Big 10 institutions, yet compete on an even basis.
In comparing OSU to Purdue University, both
are land grant institutions with an agriculture
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and engineering emphasis. OSU operates at 77
cents on the dollar in comparison to Purdue, yet
the institutions have similar admissions profiles,
and Purdue has the advantage of a larger scale
enrollment.
While tuition and fees have soared in many
states, average tuition and fees in Oklahoma have
increased minimally in spite of significant budget
cuts. This year, our systemwide tuition and fees
increased an average of 4.8 percent.
Other states are making significant investments in
college completion initiatives — and Oklahoma
must remain competitive. The Georgia legislature
recently pumped $70 million into degree
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completion initiatives, and the Nevada legislature
enacted legislation providing $1 billion earmarked
for K-12 and higher education.
Oklahoma higher education continues to partner,
innovate and excel, surpassing degree completion
benchmarks and strengthening our workforce and
economy. A recent OETA survey revealed that
higher education ties with the Oklahoma National
Guard as the top valued service in Oklahoma.
No entity in state government can help Oklahoma
reach its educational excellence and workforce
development goals faster or more comprehensively
than public higher education. It is indeed the best
investment for Oklahoma’s future.
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Mental Health

Richard Wansley, PhD, Chairman, Public Policy Committee, Mental Health Association of Oklahoma
As a longtime medical educator, I teach my
students to not simply treat symptoms but to
look for the root causes. Treating symptoms may
offer temporary relief but often doesn’t address
an underlying disease which might become
increasingly worse without some form of direct
intervention. When it comes to the Oklahoma
Legislature in its upcoming session, the choice
facing our elected officials will be to either seek
only to provide temporary relief of symptoms
or make the smarter decision for our future by
addressing root causes.
Oklahoma is behind only West Virginia for the
percentage of residents impacted by a serious
mental illness. Yet our state government spends
less than $54 per capita to provide mental health
services to its citizens when the national average
for states is more than $120 per person. The
“symptoms” of inadequate funding for prevention,
early intervention, and treatment of mental illness
and substance abuse disorders are seen in the rapid
growth of incarceration in state prisons and local
jails, escalating demands on our foster care system,
higher rates of uncompensated medical care in
emergency rooms, a rising number of people
experiencing homelessness, and far too many
suicides.
In 2014, the Tulsa World published a series
regarding the challenges faced by our community
and state associated with the long-standing
inattention to meeting adequately the needs of
those who suffer from this disease of the brain.
We need not look further than our own community
to see the cost of untreated mental illness by
recognizing the millions of tax dollars to be spent
on expanding jail facilities to house offenders
who are mentally ill. As a professor at OSU’s
medical school, I hear the frustrations of our
emergency room physicians who provide care to
those impacted by mental illness and homelessness
who are without enough other options for more
appropriate medical care.
Budget Priorities: The Government and Taxes We Want

A chronically underfunded state mental health
system is an enormous and growing financial
burden on each of us every year when our
policymakers fail to look beyond the symptoms
alone caused by inadequate attention to mental
illness and substance abuse in Oklahoma. In
its newest budget proposal, state mental health
officials seek a substantial funding increase for
programs such as the Smart on Crime Initiative,
suicide prevention, more and better treatment
for military veterans, and additional beds for
residential substance treatment and mental health
crisis. Making this investment will certainly pay
dividends to Oklahoma taxpayers in the future.
The Oklahoma Department of Mental Health and
Substance Abuse Services’ fiscal 2016 budget
request, however, is premised on the assumption
that the state must meet this financial challenge
alone when, in fact, other dollars are available
from federal sources to help provide relief.
Oklahoma is one of only about 20 states that
have, to date, refused federal funding to expand
Medicaid coverage. Accepting back our federal
tax dollars would provide coverage for 126,000
currently uninsured Oklahomans and close the gap
on providing mental health services to our family
members and neighbors who are in need.
Mental Health Association Oklahoma endorses
our state mental health agency’s proposal to
more comprehensively and directly address the
mental health issues plaguing Oklahoma, and we
encourage state leadership to accept federal tax
dollars to expand Medicaid coverage.
Partisan politics have proved to be too strong of a
force in decision-making when it comes to taking
care of people’s health. It’s time for our elected
officials to step up and represent the Oklahomans
who elected them even during these brutal financial
times and make the best choices for all of our
needs.
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Director White Says

Teri White, Director, Oklahoma Department of Mental Health and Substance Abuse Services
Dr. Richard Wansley is correct on several points.
He accurately addresses the fact that there is a
disparity in treatment for diseases of the brain,
something that makes little sense given the
importance of brain function in every aspect of
our lives. As a state, we have never adequately
invested in brain health, and have failed for
decades to provide needed care for Oklahomans
with mental health and substance abuse challenges.
These untreated, and under-addressed issues,
simply result in negative consequences for the
individual, their families and our communities as a
whole.
Dr. Wansley is correct in that a lack of access to
appropriate care means more cost to the state to
deal with the consequences; direct and indirect
costs that are far greater than what it would have
cost to provide appropriate care in the first place.
However, we need to be clear that there is not one
simple fix to the problem, or that this is a problem
for which the government bears sole responsibility
to correct.
Appropriately addressing brain health and
overcoming our history of inattention to
preventative and early-intervention treatment needs
are complex problems that will require all of us,
both in the public and private sector, to help solve.
Access to Care
If more people had access to a third-party payer
source to help cover the cost of behavioral health
care, whether that is Medicaid or access to covered
care through private health plans, would there be
a substantial impact the ability for both public
and private treatment providers to serve more
Oklahomans? There would be a substantial impact.
The burden of unfunded care would be lessened
and existing treatment dollars could be stretched
further.
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So, is the answer that simple? If we make sure that
everyone is insured, does the problem go away?
The answer is no, not necessarily; and, the reason
why can be tied back to Dr. Wansley’s remarks
related to treating symptoms and ignoring the root
cause of the problem.
Parity in health plans is the law of the land. If
a health care plan includes behavioral health
coverage, then it must do so the same as it would
for any other disease. That is not happening for
the majority of health plans. Insurers have not
been held to parity standards, and as a result many
people who are paying for health insurance are
still unable to afford treatment. There are also
exemptions to parity. Of particular interest in
Oklahoma is that small businesses, who employee
a substantial amount of our state’s workforce, are
not only exempt from requirements to provide
insurance, but also from parity provisions related to
behavioral health services.
Even then, the services that are addressed in the
plans exclude many of the services that have
become a standard for addressing the needs of
persons who are chronically ill. Many of these
private plans are significantly lacking in terms of
coverage for long-term treatment needs, treatment
support systems or services that assist persons to
achieve wellness and recovery.
Even Medicaid is discriminatory in coverage of
treatment services. First of all, it doesn’t pay for
services provided in free-standing psychiatric
facilities with more than 16 beds. This is because
of something called the Institutions for Mental
Disease (IMD) exclusion. Only an act of Congress
can change the law, and quite frankly it is a policy
that needs to go away. It shifts an increased burden
for care on the state and creates an unnecessary
barrier to inpatient services. It also does nothing
to incentivize the creation of new private beds. In
fact, it has significantly contributed to a reduction
in private beds as these providers would be
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responsible for picking-up the cost of care; not to
mention the fact that the smaller facilities often are
less cost efficient to operate.
In addition, poor reimbursement rates paid by
Medicaid for many behavioral health services are
significantly lower than the rates paid to other
health providers. This excludes psychiatrists
and psychologists, but the majority of behavioral
health services are delivered by other licensed and
certified professionals. Currently, behavioral health
Medicaid rates are reimbursed significantly lower
compared to physical health providers. In addition,
residential substance abuse services are not even
covered by Medicaid. This leaves the state as a
sole source of treatment when there is no other
supporting payer source.
It is therefore the state that is saddled with an
increased burden to provide treatment services
for the most seriously ill; the persons who are the
most difficult and costly to treat. What resources
the state does have are used specifically for that
purpose, leaving little to no funding to meet the
needs of persons who are seeking services to
address early stage illness.
It is a vicious cycle.
These people become more ill, adding to the
burden of care or growth of related negative
consequences such as no longer being able to
work and losing health coverage, crime and
incarceration, emergency room overcrowding,
family fragmentation or any other host of poor
outcomes that result from untreated mental illness
and addiction.
There is still a barrier created by the stigma that
surrounds these illnesses. This is a stigma that is
perpetuated by a system that treats brain illness as
something other than a disease. People are afraid
to seek treatment because they are not sure where
to go, because they have trouble paying for services
or even finding the services in the first place,
because they are afraid that there are no successful
treatment options, or they fear repercussions from
their decision to seek help.
Budget Priorities: The Government and Taxes We Want

We label people with brain disease as their
illness…alcoholic, addict, schizophrenic. People
aren’t their illness. They are people. And, nothing
short of ending this stigma will bring about needed
change.
Challenges That Require System Change
Unfortunately, state leaders have inherited a
problem that is decades in the making; and, the
responsibility to find solutions goes beyond
just government. It is up to all Oklahomans to
make a difference. As a state, we must prioritize
behavioral health and support smart targeting of
resources.
A 1944 newspaper article in the Oklahoman
reported that our state’s per capita funding for
mental health care ranked dead last nationally.
Today, we are ranked 46th. That is not a lot of
progress over the past 70 years. This is not to say
that small gains have not occurred. They have, and
certainly there is more attention to these issues now
as evidenced by support from state leaders over the
past few years related to programs and services for
at-risk populations. Still, most would agree that we
can and must do better.
We have not given mental health and substance
abuse issues due attention. In the end, this has
led to a fractured and fragmented system of care.
Publicly-supported and private care behavioral
health service delivery systems have not developed
in concert with one another. Capacity is not what
it needs to be so that we may serve all of those
in need. There are significant gaps across the
treatment spectrum. And, complex challenges must
be overcome if we hope to correct many years of
inattention.
The answer is that public and private medical
and health leaders must come together to create
a comprehensive system of care for everyone. It
means partnership and hard work.
We know investments can be made that are capable
of creating positive outcomes. These, in turn,
can lead to significant cost avoidances in other
areas – such as crime and incarceration, long-term
treatment needs and acute care, children in state
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custody and premature death – providing an even greater return on those investments and potentially
leading to continued expansion of resources.
What is Needed
Needed in Oklahoma is a comprehensive system of care that involves prevention, early intervention and
appropriate treatment.
Brain health is essential to a person’s well-being, healthy family and interpersonal relationships, and the
ability to live a full and productive life. Unfortunately, many people do not get the treatment they need
when they need it. While no one change can fix all problems, there are priority policy decisions that
will help lay a foundation to advance behavioral health services and creation of a comprehensive service
delivery system.
These include:
1. Integrate behavioral health with other medical care;
2. Invest in publicly-supported core services that promote prevention and early intervention;
3. Continue to invest in programs that work including specialty courts and other Smart on Crime
initiatives.
The bottom-line is that we must change our understanding of behavioral health issues. How we have
treated mental illness and substance abuse in the past, is not how we know these diseases must be treated
today. To continue as we have, to paraphrase Dr. Wansley, is to simply provide temporary relief of
symptoms and ignore the root cause of disease. As the disease worsens, so do the consequences.
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Transportation

Neal McCaleb, former Director of the Oklahoma Department of Transportation
Prioritizing Oklahoma’s budget has always been
a delicate process, and as government has grown,
numerous non-core entities have reduced funding
to the core priorities of transportation, education,
public safety and health and human services. State
leaders have a responsibility to properly fund these
priorities, and opinions certainly vary as to whether
they are funded to the 100 percent satisfaction
of taxpayers or respective state employees.
While there is constant debate as to government
priorities, I strongly advocate for a modern, safe
transportation infrastructure system as chief among
them.
The past is important for historical context.
From 1985-2005, the Oklahoma Department of
Transportation’s budget stood still. Monies were,
at times, dedicated to selected capital improvement
projects, however no new revenue was available to
address Oklahoma’s structurally deficient bridges.
The result was Oklahoma quickly garnered a
reputation for having arguably the worst bridges
in America. In 2005, when our bridges and
many of our roadways were literally crumbling,
transportation advocates from across Oklahoma
joined forces in support of State Question 723,
a fuel tax increase to revitalize our bridges and
infrastructure. The proposal’s overwhelming defeat
by voters was a true reality check. The lesson
learned was that somehow state leaders were going
to have to find a method to return transportation
funding — after a 20-year absence — as a core
priority of state government.
Since 2006, the Oklahoma Legislature has
transformed its approach to transportation funding.
The defeat of SQ 723 shifted the responsibility of
reversing years of inadequate funding to the 149
members of the Senate and House. To their credit,
the Legislature accepted the challenge, and through
annual dedicated funding programs, such as the
ROADS (Rebuilding Oklahoma Access for Driver
Safety) and CIRB (County Improvements for
Roads and Bridges) funds, the past eight years have
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seen a marked transformation in how Oklahoma
funds its transportation infrastructure. State and
county highways, roads and bridges are in a far
better place than they were just five years ago,
however the list of sorely-needed projects remains
immense.
Today, the fate of Oklahoma’s highways and
bridges remain at the hands of decision makers at
the state Capitol, and never before in our 107-year
history have there been more entities competing for
a share of the state budget. 2015 is another critical
one for the future of Oklahoma’s transportation
infrastructure system. The final budget must
protect the transportation department’s eight-year
construction plan, a definitive blueprint proposal
to reduce structurally deficient bridges on the state
system to less than 1 percent by the end of 2019.
The proven ROADS and CIRB programs must be
allowed to reach their completion, and as a matter
of sound public policy, all transportation-generated
revenues should be used strictly for highway and
bridge construction and maintenance and not
diverted to the general revenue fund. A self-funding
transportation system would allow additional
revenues to be allocated to education, public safety
and health and human services.
I have stated many times that in order for
Oklahoma to prosper and be a modern,
economically vibrant, job-creating state, we must
safely and efficiently move product to market
while providing our residents and visitors with
safe roadways and bridges. Legislators of both
parties have been tremendous partners in recent
years, and Gov. Mary Fallin has placed highway
and bridge investment as one of her top priorities.
Their collective efforts are making a real difference
and have Oklahoma on a path to recovery. It is
imperative the progress continue, and Oklahoma’s
transportation infrastructure investment remain a
budgetary priority, not just this year but for eternity.
The economic vitality of Oklahoma and the safety
of our citizens depend on it.
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Director Patterson Says ...

Mike Patterson, Director, Department of Transportation
“The mission of the Oklahoma Department of
Transportation is to provide a safe, economical and
effective transportation network for the people,
commerce and communities of Oklahoma.”
This simple, fundamental statement is engrained as
a culture that guides the daily operations and efforts
of the ODOT workforce. The statement could
not be more accurate. Oklahoma’s transportation
system, including turnpikes, is a primary facilitator
of the state’s economy and is a direct determining
factor in our quality of life. Likewise, investments
in the transportation network support and
contribute to the state and national economy by
maintaining, improving and expanding a critical
and empowering infrastructure.
Regardless of how digitally connected and
productive America is today and will become in
the future, states, communities and major centers
of commerce cannot exist in physical isolation.
Rather, a symbiotic and personally interactive
travel, supply chain and trade relationship with
each other and even with other countries is
necessary to remain productive and economically
viable. A strong, well maintained and efficient
local, state and national transportation network is
the only publicly accessible infrastructure that can
freely facilitate this relationship.
Specific to transportation in Oklahoma, recent
population and economic growth have placed
increased demands on major roads and highways,
leading to mounting wear and tear and capacity
issues on a historically underfunded and
conditionally deficient transportation system.
Oklahoma’s population reached almost 3.9 million
in 2014, a 25% increase since 1990, when the
state’s population was approximately 3.1 million.
Today, there are more than 2.4 million licensed
drivers in the state using the transportation
system to conduct business, access educational
opportunities and jobs and to take advantage of
everyday activities from retail to recreation.
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Comparatively speaking, Oklahoma has a large and
intensely utilized transportation network. Annual
vehicle miles traveled (AVMT) in the state have
increased 45% from 1990 to 2014 - from around
33 billion AVMT in 1990 to almost 48 billion
AVMT in 2014. Oklahoma easily eclipses the rate
of growth nationally for the same period, which
increased by roughly 38% since 1990. By 2030,
vehicle travel in Oklahoma is projected to increase
by another 25 percent. Accordingly, from 1990 to
2014 Oklahoma’s gross domestic product (GDP),
a primary measure of the state’s economic output,
increased by more than 60%, when adjusted for
inflation.
The efficiency of Oklahoma’s transportation
system, particularly its highways, is paramount to
the state’s economy. Businesses are increasingly
focused on an efficient and reliable transportation
system to move products and services. A key
component in business efficiency and success is
the level and ease of access to customers, markets,
materials and workers. Annually, $117 billion
in goods are shipped from sites in Oklahoma
and another $135 billion in goods are shipped to
sites in Oklahoma. Eighty percent of the tonnage
shipped annually from sites in Oklahoma is carried
by trucks and another seven percent are carried
by courier services or multiple mode deliveries,
which include trucking. Highway accessibility
was ranked the number one site selection factor
in a 2011 survey of corporate executives by Area
Development Magazine. Sound investments
in transportation infrastructure add travel and
access value and provide an immediate and easily
quantifiable return.
Historically, state investments in transportation
system improvements in Oklahoma have been
supported by volumetric gasoline and diesel taxes.
Motor fuel taxes are the most common form of
transportation revenue stream and represent a direct
user fee. Certainly, state motor fuel tax revenue
has served the state well in the past. However, the
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current state gasoline and diesel taxes are $0.17
and $0.14 on the gallon respectively and neither
has been increased since 1987. The current national
average for state motor fuel taxes is approximately
$0.31 per gallon (gasoline and diesel). For clarity,
Oklahoma’s simple volumetric fuel tax is entirely
collected on the consumption of a gallon of fuel
and is in no way tied to the price per gallon nor is it
indexed for inflation.
As such and even with reasonable growth in
vehicle miles traveled, federally mandated fuel
efficiency increases have largely suppressed
consumption numbers and therefore have
artificially limited the growth of volumetric fuel
tax proceeds. For Oklahoma, the ODOT statutory
share of motor fuel taxes was approximately $200
million in 1985. In the most recent budgetary
year of 2016, the Department saw the motor fuel
tax statutory allocation legislatively reduced to
$184 million for 2016, down from the Board of
Equalization certified estimate of $214 million and
the previous year’s $197 million allocation.
Today, motor fuel tax revenues reflect the first
facet of a three pronged investment strategy and
are entirely dedicated to support the Department
of Transportation’s daily operations. Daily
operations are considered to include facilities
and physical plant, overhead and personnel, fleet,
equipment management, information technology
and communications and, most importantly,
transportation system maintenance. Therefore,
when fuel tax revenues are flat or reduced, keeping
pace with the routine and reactive maintenance
needs of the transportation system like mowing
rights of way, snow and ice removal, patching
potholes and maintaining adequate pavement
surfaces becomes increasingly difficult.
Understanding that a world class transportation
system is the cornerstone of a vibrant economy
and a leading factor in growing and attracting new
business, the state Legislature and Governor have
generally held that investing in transportation
infrastructure is a priority of state government.
After 20 years of stagnant state transportation
funding originating from motor fuel taxes,
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Oklahoma’s highways were quickly becoming an
unmanageable liability with no viable solution.
Beginning in 2006, consistent and incrementally
increasing state resources have allowed the
Department of Transportation to develop and carry
out a more robust investment strategy focused
on deficient bridge infrastructure and safety. At
the state level, these improvements are mostly
capitalized from the Rebuilding Oklahoma Access
and Driver Safety (ROADS) fund as instituted
by the Legislature in 2005. The ROADS fund
proceeds originate from income tax revenues and
will ultimately generate $575 million per year
beginning in 2018.
While the daily operations of ODOT and the
maintenance of the transportation system are
provided for primarily by motor fuel taxes and are
extremely important, the second and third facets
of ODOT’s investment strategy encompasses
the asset preservation and major construction
projects supported by the ROADS fund revenues.
Asset preservation projects are carefully planned
and scheduled improvements comprised of more
intensive maintenance activities intended to
extend the life cycle of bridges and pavements
and are encompassed by the annually published
ODOT Asset Preservation Plan. Other major
bridge repair and replacement projects along with
significant pavement replacement, reconstruction
and rehabilitation projects are encompassed by the
annually published ODOT Eight Year Construction
Work Plan.
Why does ODOT have such an intense focus
on bridges? In the previous times of less than
adequate investment, many older Oklahoma
bridges are beyond their expected life cycle
and have not been replaced or have developed
conditional deficiencies. Bridge infrastructure has
become a serious weak link in the transportation
network. Structurally deficient bridges can have
an immediate and direct detrimental effect on the
safety of the traveling public and the movement
of goods and services. For example, a structurally
deficient bridge that can no longer carry a legally
loaded truck must be posted with a load limit to
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remain in service or sometimes even closed to
reduce the risk of a failure. Such a closure or load
posting then becomes a restriction to commerce,
limiting economic expansion opportunities and
driving up transportation costs and travel times.
Oklahoma has experienced a catastrophic bridge
event in the past that galvanized attention on bridge
infrastructure.
In addition, an increasing state transportation
investment also allows ODOT to implement
strategic pavement, operational and critically
important safety improvements on all
classifications of highways in all regions of the
state. Safety is of paramount concern as Oklahoma
has averaged almost 700 tragic and disheartening
traffic fatalities a year since 2007.
Considering traffic safety alone and according
to a 2011 national report entitled “Crashes vs.
Congestion – What’s the Cost to Society” as
prepared for AAA by Cambridge Systematics,
the overall cost of vehicular crashes, estimated at
$299.5 billion, equates to an annual per person
cost of $1,522 in the US. The cost of crashes are
based on the Federal Highway Administration’s
comprehensive costs for traffic fatalities and
injuries that assign a dollar value to a variety of
components, including medical and emergency
services, lost earnings and household production,
property damage, and lost quality of life, among
other things.
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The ability for ODOT to construct, maintain and
operate the transportation system in a state of
reasonable repair is absolutely and undeniably
predicated on consistent, sustainable, long term
and carefully protected resource commitments and
new funding mechanisms that grow as resulting
economic growth is achieved. Likewise, an
understandable and transparent transportation
infrastructure investment strategy that is free
from the threat of funding diversions and needless
regulation is also paramount to insure the public is
fully informed and being provided with measured
results.
While far from perfect and certainly not finished,
Oklahoma’s transportation system is improving
due to a vision founded on providing opportunity,
sustaining long term and diversified economic
growth and providing a better quality of life for
citizens. Oklahoma can be an exceptional model
of transportation system improvements that can
be accomplished when the public is informed and
understands the value of along with the critical
needs of the infrastructure. And, of what is
possible when business, government and private
sector transportation partners work together with a
focus, a plan and a common goal. Optimistically,
Oklahoma’s transportation successes are not going
unnoticed and will be sustained and enhanced to
the future benefit of all.
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Career Technology

Steve Tiger, Superintendent and CEO of Tulsa Technology Center
Did you know Oklahoma has a world renowned
education system that improves science,
technology, engineering and math education while
helping businesses find and train workers for
wealth-building careers?
We do. It’s known as CareerTech. Created by
visionary leaders in the 1960s as a vocationaltechnical education system that now has more
than 500,000 enrollments in nearly 400 public
school districts, 29 technology centers and 16 skills
centers located in correctional facilities statewide.
CareerTech is commonly referred to as Oklahoma’s
economic development arm of public education.
In fact, last year Tulsa Tech enrolled more than
4,300 high school and adult students in full-time
career majors and had over 31,000 enrollments
in part-time classes and customized business and
industry training. Statewide, more than 6,600
businesses utilized technology centers’ customized
training.
While that is an impressive contribution to
workforce education, the state commerce
department projects by 2025 Oklahoma will need
more than 67,000 new workers to maintain job
growth and another 88,500 to expand Oklahoma’s
economy by 3 percent in key industries. The
majority of these workers will need the type of
certificates or industry credentials that Tulsa Tech
and our CareerTech system provide.
In order to train and employ workers for this
massive influx of jobs, the Legislature must
increase their investments in career and technology
education. This is why CareerTech is asking the
Legislature to invest an additional $36 million in
fiscal year 2016 to expand access to workforce
education.
Legislators have the difficult task of prioritizing a
finite amount of funds where almost infinite needs
exist. My fellow superintendents and I thank them
for this difficult work.
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We encourage policymakers to take into
consideration CareerTech state appropriations over
the last six years has declined by approximately 15
percent. If the Legislature sees fit to reverse this
trend, CareerTech has the ability and determination
to embrace performance-based funding.
CareerTech will invest new dollars into highperforming classrooms without depleting funding
for existing programs. This will spur the entire
system toward greater achievement.
Additionally, CareerTech will use these new
investments to increase student participation in
CareerTech offerings by 5 percent statewide;
increase industry credentials by 10 percent;
increase the number of students seeking
postsecondary education or training by 5 percent;
and increase our contribution to the goals of
Complete College America by 10 percent.
The CareerTech system embraces innovation,
collaboration and performance. At Tulsa Tech,
recent examples include partnering with our area
high schools to increase science, technology,
engineering and mathematics education output
to more than 1,000 students completing preengineering, biomedical sciences and applied
engineering technology programs in just two years
and the creation of an aerospace academy that will
allow high school students to attain technical skills,
industry internships and academic credit aligned
with aerospace careers.
Oklahoma is at the precipice of diversifying its
economy and expanding jobs with attainable and
practical hands-on education that bring a high
return on investment. We must expand access to
these opportunities by increasing state funding for
CareerTech education so that our vision to provide
a quality job for every Tulsa Tech student and a
skilled workforce for every company in our region
can become a reality.
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Director Mack Says ...

Marcie Mack, EdD, State Director, Oklahoma Career and Technology Education
Oklahoma’s Career and Technology Education
System is a comprehensive educational system
focused on creating high-quality educational
experiences for students and companies. These
educational experiences improve the Oklahoma
economy because they provide individuals with
the training and skills necessary to be successful
in the workplace and provide companies with the
required workforce necessary to compete globally.

comprehensive schools, technology centers and
skills centers. State appropriations for CareerTech
is expended as 85 percent pass through to the
delivery arms and 15 percent for Skills Centers and
agency operations. This comprehensive statewide
workforce touches all entities of education, local
communities and business and industry. Specific
work focuses on connecting all entities to meet
the needs of Oklahoma. The CareerTech System
is perfectly positioned to deliver on workforce
development by providing jobs for Oklahomans
and workforces for companies in a cost-effective
and timely manner.

CareerTech is vital to economic development in
Oklahoma. CareerTech delivers in various areas:
•

Oklahoma CareerTech System graduates add
more than $3.5 billion annually to the state’s
economy.

•

Oklahoma CareerTech enrollments in FY14
totaled 546,877. Secondary enrollments were
152,227, and postsecondary enrollments were
394,650.

•

Nearly half of Oklahoma ninth- through 12thgrade students – 81,515 – were enrolled in
CareerTech classes in FY14.
CareerTech served more than 6,600 businesses
last year.

•

Comprehensive schools are educational entities
administered by the Oklahoma State Department
of Education that provide education for
prekindergarten through 12th-grade students.
CareerTech programs within the comprehensive
schools are available for sixth- through 12thgrade students and are supported by ODCTE.
Comprehensive schools employ approximately
1,250 CareerTech personnel.

•

Oklahoma CareerTech Skills Centers offer
specialized occupational training to adult
and juvenile offenders in juvenile facilities,
community correction centers and state
correctional facilities.

•

Student placement in FY13 was 92.94
percent: employed - 39.44 percent; continuing
education - 50.9 percent; entering military - 2.6
percent.

The CareerTech System can meet the diverse
needs of Oklahomans and provide individuals and
companies with the educational experiences needed
to compete globally through its delivery arms:
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Technology centers are educational entities that
provide educational experiences for various
customers. Technology centers provide educational
programs in areas that include manufacturing,
health science, science, technology, engineering
and mathematics, information technology, business
administration, finance, construction, automotive
technology and human services. Technology
centers also provide customized training to local
businesses and industry and provide guidance,
resources and facilities to startup companies
through their business incubators. Technology
centers employ approximately 4,870 CareerTech
personnel.
The Skills Centers system is an educational
delivery arm of CareerTech under the governance
of ODCTE. The centers are located within
Oklahoma correctional facilities and provide
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career and technology education to inmates under
the supervision of the Oklahoma Department of
Corrections and to juveniles under the supervision
of the Oklahoma Office of Juvenile Affairs.

to deliver high-quality educational experiences.
Key partners are an integral part of determining
what is taught within the CareerTech System to
ensure a well-trained workforce is available for
employment. It is critical we deliver value to
Oklahoma taxpayers.

Middle school through adult students in
comprehensive schools and technology centers
also achieve goals through one of seven cocurricular CareerTech student organizations and
the National Technical Honor Society. Each of
these organizations is integral to the Oklahoma
CareerTech System. More than 84,000 students
learned important leadership skills as members
of CareerTech student organizations: Business
Professionals of America, DECA, Family, Career
and Community Leaders of America, FFA, HOSA,
SkillsUSA and Technology Student Association.

In “A History of Career and Technology
Education in Oklahoma,” University of
Oklahoma historian Danney Goble writes, “I
began (writing this book) knowing very little; I
ended in absolute awe. Here is the story of one
thing that Oklahoma does well, does better than
most Oklahomans know, maybe as well as can
be imagined.”

Oklahoma’s Projected Job Growth
Oklahoma has 1,670,046 jobs by industry. The
number is projected to grow 12.3 percent between
2014 and 2023, outpacing the nation’s job growth.
This aggressive growth projection reinforces the
need for all Oklahomans to have the skills and
knowledge necessary to be productively engaged in
the workplace. CareerTech provides programs and
services that support Oklahoma’s job growth for
each of the key business ecosystems identified by
the Oklahoma Department of Commerce.
The specific needs of the current workforce and
the workforce projected to exist in 2025 indicate
a majority of workers will need certificates,
credentials or associate degrees to maintain the
growth of Oklahoma’s economy. Business and
industry require and will continue to require a
qualified workforce. CareerTech has the ability to
provide that workforce and fill the gap in skills in
areas of critical importance.
The CareerTech System’s competitive advantage
is intrinsically linked to its ability to work
with partners to create and deliver high-quality
educational experiences to its customers. Key
partners and stakeholders play an essential role
in collaborating with CareerTech to provide the
knowledge, resources, support and services needed
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No other Oklahoma educational system serves such
diverse constituencies, either in age or occupational
status and interest. And while much of the content
in Oklahoma’s other education systems remains
fairly static, the content taught in our programs
changes regularly, driven by advancing technology.
The strength of Oklahoma’s CareerTech System
lies in its diversity. Its constituencies are many and
varied: junior high school students, high school
students, dropouts, unemployed adults, employed
adults, senior citizens, prison inmates, Oklahoma’s
businesses and industries -- the list goes on and
on. Each of these constituencies has its champions,
Oklahomans who have personally experienced
what the system has done for them or who have
witnessed that personal growth in others.”
CareerTech is an integral part of Oklahoma’s
economy. It ensures individuals have the necessary
knowledge and skills to be productive and
successful in the workplace and as entrepreneurs.
Investment in CareerTech programs and services
is necessary to ensure Oklahoma companies have
the workforce they need to compete in the global
economy.
Spurring Oklahoma’s economic growth through the
CareerTech System is a low-risk and high-reward
investment that will allow future generations to
prosper.
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Juvenile Justice

Doris Fransein, Tulsa County District Judge
Gang prevention contracts as well as military
mentoring went by the wayside as well as the
contract with an outstanding program offered by
Thunderbird Academy. OJA is no longer able
to provide transportation assistance for parents
to attend family therapy with their children
who are placed hours away from home and a
proven evidence-based program most effective
in addressing drug abuse and delinquency was
dissolved. The only female residential treatment
facility is at risk of closing. And most disheartening
is the reduction of specialized training for line staff
whose average wage is $8 per hour.

Several years ago, I was honored to participate
as co-chairman of the Oklahoma Juvenile
Justice Reform Committee. After two years of
study, our finished product was a “best practice”
modification to our juvenile code, but we hit a
barrier in recommending an efficient and effective
organization and programs to accomplish the
goals of Oklahoma’s juvenile justice system.
Why? Oklahoma’s state agency responsible for the
implementation and funding of programs within
this state - the Office of Juvenile Affairs - suffered
crippling budget cuts that rendered it incapable.
We did not have to re-invent the wheel. Many
states have faced major budget cuts. In an effort
to meet the unique needs of adolescents and the
safety needs of the communities, Washington,
Pennsylvania, Wisconsin, Florida and others
have been able to apply a cost-benefit analysis
in an effort to save taxpayer dollars and reduce
recidivism. Florida gained a cost benefit of $36.4
million by keeping kids out of locked detentions;
Pennsylvania saved $317 million in reduced
criminal justice costs and salaries; Wisconsin
reduced the monthly cost by more than $2,000 per
youth; and Washington saved $11.66 for each $1
spent on proven effective programs.

Oklahoma youth deserve much more. Decades
of quality research has proven that smaller and
community-based facilities are most effective in
targeting programming and operations that are
responsive to the specific treatment and supervision
needs of the youth in their care. A child’s continued
connection to family and community is critical to
the success of youth development.

So now you ask: What’s the problem? Just
implement those programs and save us some more
money. The answer is: We can’t. Not with OJA’s
current budget woes. OJA was appropriated $105
million in 2007. It received $96 million in 2014. As
a response, OJA eliminated a secured facility for
older youth. Now 14-year-olds are housed with 18plus age youth. The Rader Center - conveniently
located in eastern Oklahoma - was closed with no
replacement facility.
The mental health unit was eliminated as well as
specialized group homes for special needs youth.
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There must be a creation of a continuum of
community-based youth development services
and supervision options for youth. Evidencebased treatment such as multisystemic therapy and
functional family therapy — all proven to produce
lower recidivism, improved school performance
and reduce drug abuse — ought to be available to
all youth and families. And for those youth who
must be confined, aftercare services upon release
are imperative.
By initially investing in evidence-based
programs, states are realizing the decline of costly
expenditures for prisons and institutions. Likewise,
Oklahoma must learn to invest and spend its
limited resources effectively on our most precious
commodity - our youth. We can no longer afford to
build more prisons to house those adults we have
chosen to ignore as children.
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Director Wilson Says ...

T. Keith Wilson, Executive Director, Office of Juvenile Affairs
I find very little that I could disagree with in the
article written by Judge Fransein and published in
the Tulsa World on January 29th, 2015. Starting in
2007 state appropriations for the Office of Juvenile
Affairs (OJA) has decreased substantially. When
the resources provided to the agency decrease, it
becomes necessary to reduce the resources made
available to staff working with at risk children.
Each youth is different with different needs that
must be addressed. The needs of each youth
should be addressed through a plan developed
for that youth. When the staff member has a
limit on available resources, his or her ability to
individualize the plan is limited. The problem is
much like that which a doctor would have if he had
a patient with a problem that none of his treatment
options would address. The more limited the
available options, the less individualized and less
effective the rehabilitation plan becomes.
The article by Judge Fransein might lead one to
believe Oklahoma is placing far more youth in out
of home placements than is necessary. That is not
the case, in Oklahoma placement decisions are
made on an case by case basis.
If possible, youth are left in their homes with
services provided by various providers in the
community. Placement decisions are made by OJA
once the Court places the youth in OJA custody.
Prior to that time placement decisions are made by
the Court. If the youth must be removed from the
home for the protection of the youth or public, the
least restrictive option available is selected. Budget
reductions have limited the options available.
When it is necessary to remove a youth from the
home, options remaining for OJA include two (2)
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specialized community homes, fourteen (14) level
E group homes, one (1) level D group home, and
three (3) medium secure treatment institutions.
Both specialized community homes, one (1) level E
group home and one (1) medium secure treatment
institution is reserved for female residents. The
remainder is reserved for male youth.
In this past legislative session OJA was provided
with an increase in funding of two million five
hundred thousand dollars ($2,500,000.00) for the
FY-16 budget year. This will allow OJA to keep
the medium secure treatment facility for female
youth open. Without this increase it would have
been necessary to close that facility and move those
beds back to Central Oklahoma Juvenile Center
which has a male youth population. If OJA should
be subject to a significant budget reduction in the
future, something must go.
At this time, it seems likely that the medium secure
treatment facility dedicated to treating female
youth would be selected.
I agree with Judge Fransein, we have an obligation
to provide a better range of services to these at risk
youth. OJA continues to implement additional
evidence-based programs and search for ways to
keep a youths family involved in the treatment and
rehabilitation programs.
However, many services needed to improve the
effectiveness of treatment and rehabilitation is
not available because resources are limited. With
the best interest of the youth we serve and the
taxpayers of Oklahoma, we would be better served
if additional resources were available.
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Public Safety

Gary James, Attorney, Oklahoma City
Salaries were one of the top reasons the Oklahoma
Highway Patrol was struggling to recruit trooper
candidates, as reflected by applications declining
from 862 in 2005 to 557 in 2013.

The public safety component of the state of
Oklahoma is comprised of 17 state agencies.In
a review of the agencies that make up the public
safety sector, it is evident of their importance to
the mission of state government to its citizens.
All of these agencies fulfill a critical element to
policing, protecting, or providing critical services
to Oklahoma.
The fiscal 2015 Oklahoma budget was set at $7.12
billion. When adjusted for inflation, the budget is
$680 million below the fiscal 2009 budget. The loss
of revenue for appropriations is directly affecting
the protection and services provided by these
public safety agencies.
In 2013, the state commissioned the Total
Remuneration Study of state employees’ salaries
as compared to salaries in regional states and the
private sector. Overall, the public safety sector
employees’ salaries were below those of their
contemporaries.
In the 2014 legislative session, law enforcement
personnel in ABLE, OSBI, CLEET, DOC, Fire
Marshal, OBNDD, Pardon and Parole, and DPS
received a 6.25 percent raise. DOC Correction
Officers received an 8 percent raise. These raises
went in to effect on July 1, 2014. OHP Troopers
received a 22.8 percent raise, which went in to
effect on Jan. 1, 2015. Most of these agencies had
not been appropriated monies for raises since 2006.
While these public safety agencies received
appropriations for modest salary increases, these
raises were diminished by cuts to approximately
half of these agencies appropriated the fiscal 2015
budgets.
Pay increases to troopers of the Oklahoma
Highway Patrol, while beneficial, still leave
trooper salaries in ninth position as compared to
municipal law enforcement agencies in Oklahoma.
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Since 2012, the state has funded three years
of OHP academies. This has resulted in these
academies graduating approximately 110 new
troopers. With approximately 775 uniformed
members, the OHP still needs approximately 200
more troopers to fulfill its mission. The state must
continue to appropriate funds to pay competitive
salaries and continue training academies.
The critical needs of the Office of Chief Medical
Examiner have been extensively reported by
the media. The lack of pathologists, personnel,
adequate equipment and facilities has severely
complicated their mission. As a result of its
currently inadequate facilities, the office lost
accreditation in 2009 from the National Association
of Medical Examiners.
As a result of the lack of appropriations, the
Oklahoma ABLE Commission has been hindered
in fulfilling its constitutionally mandated duties.
Due to budget cuts, agent positions have not been
filled and equipment and technology is antiquated.
The ABLE Commission’s 1994 appropriation
was approximately $100,000 more than its 2015
appropriation. Ironically, ABLE is one of the few
state agencies that collects more money for the
state general fund than it is appropriated.
The critical needs of all of these public safety
agencies must be met. To address all of the needs of
these agencies would be too lengthy for this forum.
The DAC, DOC, OSBI, OBNDD, CLEET, OIDS
and the other public safety agencies each have their
own unique needs that must be adequately funded
by the state, because its first duty is to protect the
people.
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Commissioner Thompson Says ...

Michael C. Thompson, Commissioner, Oklahoma Department of Public Safety
Every year various groups will compete for their
share of our state’s annual budget. With so many
competing interests, it has to be a daunting task
to determine who and how much different state
agencies will be funded. Invariably, as state
agencies, we will all compete for appropriations in
an era of dwindling resources. The question that
consistently endures is, as a state government, what
are our priorities?
Selfishly, as the Commissioner of the Oklahoma
Department of Public Safety and Cabinet Secretary
for Safety & Security, I respectfully submit that
public safety without question is and always
should be a core function of government. Simply
stated, the people who live, work, and visit our
great state expect to do so safely. Our citizens
rightfully expect a degree of safety, and it is our
responsibility as public safety professionals to do
everything in our control to make Oklahoma a safe
place to live and work.
Unfortunately, public safety officials have little
influence or control over appropriations. The
Oklahoma Academy, however, is the perfect
organization to champion the cause for public
safety through quality research and well thought
out policy recommendations. As a state, we all
hope to continue to grow and secure long term
economic developments that will allow us to attract
and retain our best and brightest.
If we are to achieve that sort of success, it is
imperative we maintain an environment where
people feel safe in their own homes, in the public,
and traversing across our roadways. Despite
significant gains under Governor Fallin’s
leadership, the Oklahoma Highway Patrol (OHP) is
still sorely understaffed and struggles daily to keep
up with the expectations of a demanding public.
For some people, the OHP is not important until
they are victimized by a drunk driver, stranded on
a blistering hot highway, searching for a drowning
victim, or desperate to locate their teenage daughter
© 2015 The Oklahoma Academy Town Hall

who is missing from a weekend trip to visit friends.
The OHP is not unique in its struggles. The
Oklahoma Department of Corrections (DOC) is
understaffed, underfunded, and regularly fighting
a persistent battle related to retaining correctional
professionals who are willing to work with the
worst of society on a daily basis. Correctional
Officers who are regularly working 40-plus hours
a week shouldn’t be eligible for food stamps, but
they are in many instances.
The Oklahoma Bureau of Narcotics and Dangerous
Drugs (OBNDD) has a monumental task of
keeping pace with prescription drug abuse,
manufactured drugs in clandestine communities,
and a large quantity of drug trafficking across or
throughout our state. Similar to other Safety and
Security agencies, OBDNN is also undersized and
understaffed.
Our Oklahoma State Bureau of Investigation
(OSBI) possesses some of the brightest
investigative and technical minds in the state.
The grim reality is, OSBI struggles regularly to
retain their talented employees who are frequently
tempted to leave the agency for better paying jobs
in the private sector or a municipality. Adequate
funding is imperative.
It would be easy to go through each agency in
the safety and security cabinet and highlight their
issues and concerns. Suffice it to say, all of our
state public safety agencies are struggling to keep
pace with the demands of the people who live and
work in Oklahoma. The unflinching truth is, the
public has every right to expect a safe place to live
and work, and we as public safety professionals
have to do our best to deliver that environment. At
the end of the day, public safety should be beyond
debate. It is unequivocally the core function of
government that we owe our citizens.
Public safety is a top priority and we should treat it
as such and fund it appropriately.
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Corrections

Sean Wallace, Executive Director, Oklahoma Corrections Professionals, Oklahoma City
With the exception of the year when rioting
inmates nearly burned Oklahoma State Penitentiary
to the ground, Oklahoma’s corrections employees
will tell you they are hard-pressed to remember a
worse year in Department of Corrections history
than 2014. The DOC is in desperate need of help
from our lawmakers.
To recap the year, it began with promise when
lawmakers welcomed new agency Director Robert
Patton to Oklahoma by providing the DOC $13
million in emergency funding to scrape through
another fiscal year. Unfortunately, in exchange, the
director assured lawmakers he wouldn’t come back
asking for more money the next year.
With that great deal in hand, lawmakers stripped
the $13 million out of the 2015 DOC budget and
gave the agency only the money necessary to fund
the first state employee pay raise in eight years,
which amounted to less than a dollar an hour for
starting corrections officers and left out 35 percent
of agency employees.
Director Patton took over an agency barely getting
by on what was left after years of budget cuts.
The agency had already shed 25 percent of its
workforce in six years and those who remained
worked more hours, managed more inmates,
had more duties than ever and were increasingly
frustrated with the deteriorating conditions.
For better or worse, the director’s first order of
business was to move the 3,000 state inmates
housed in county jails into state prisons. That effort
would save the agency the millions it was paying
to counties every year, but also would obviously
make the already overcrowded and understaffed
prisons even more volatile. Prison staff stuffed
beds into every nook and cranny they could find
without getting any help to manage the increased
population.
At the same time, the DOC looked to Oklahoma
law for a solution to the overcrowding. According
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to Oklahoma Watch, 1,500 offenders, most of
whom were convicted of violent and sex crimes,
had as much as 12 years of previously revoked
“good time” credits restored to them in order to
get them out of prison. One released offender
subsequently raped seven women in Tulsa.
Besides releasing inmates, the agency has also
saved money by seeking every possible means
to reduce personnel costs. They’ve done this by
requiring fewer officers to work during a shift,
closing towers, eliminating perimeter security,
increasing caseloads and more, all while mandating
each facility reduce overtime.
Amid this, Oklahoma gained worldwide infamy
in its execution of a death row inmate, which the
penitentiary warden described as a “bloody mess.”
Its female prison in McLoud was reported to have
the highest rate of sexual assaults in the nation. At a
prison in Lexington, an inmate took a staff member
hostage during an escape attempt, the same prison
where an officer and Marine Corps veteran working
the mandatory 20 hours of overtime per week was
killed when he fell asleep at the wheel driving to
work. And inmates regularly escaped from prisons
all over the state.
The Oklahoma Department of Corrections is failing
in its mission “to protect the public, the employee,
and the offender.” The agency, doing everything
it can not to ask for help from lawmakers this
year, has submitted a request for an additional $85
million for next year to properly house and secure
our prisons and lawmakers face a $300 million
budget hole.
This session, we need commonsense, meaningful
changes to the sentencing laws that lock up far too
many drug-addicted and mentally ill Oklahomans.
Only with a reduced prison population will
the DOC begin to tip the balance back toward
adequately staffed prisons and restoring public
safety so that our most dangerous criminals are
locked away as they should be.
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Director Patton Says ...

Robert Patton, Director, Oklahoma Department of Corrections
Director’s Comment: Although we were
encouraged to give staff raises after the most recent
legislative session with the allocated $14 million, it
would have forced us to reduce services and staff. I
will continue to work with our legislative leaders to
find a long-term solution to this problem to ensure
that all staff is paid a fair wage.

At the Oklahoma Department of Corrections,
our main priority is to protect the public. We also
ensure a safe environment for our employees and
the offenders. To do that adequately, we must
continue to prioritize our spending and craft
budgets in a way that will be most efficient.
In 2014, the agency was facing a $23 million
shortfall with no plan on how to address it. So we
went to work and began looking at ways to save
and ended up reducing department budgets by an
average of 11 percent. We did this by centralizing
our payments of utilities, increasing the utilization
of halfway house beds, adding temporary beds to
state facilities, increased oversight of overtime and
many other ways.

Overcrowding
•

State Institutions are operating at an average of
over 112 percent of capacity.

•

Cells are full and activity rooms, classrooms
and common areas are often times converted to
housing areas.

These reforms are just the beginning of ways we
are going to make the Oklahoma Department of
Corrections a more efficient and effective agency.
On subsequent pages, you will find priority budget
items the Department of Corrections considers most
important to carrying out its mission and values as
an agency. These areas are: personnel, infrastructure
and re-entry programs. Underneath each outlined
area are sub- categories that fall under the scope
of each main priority that are just as crucial to the
long-term sustainability of the agency.

•

The problem will continue to get worse with
an estimated 1,200 additional inmates to be
added to the already overcrowded population
this year.

PERSONNEL

INFRASTRUCTURE

Understaffing and turnover

Facilities

•

•

•

Currently, the Department of Corrections has
a correctional officer shortage of about 33
percent.The vast shortage in officers poses a
real threat to staff and offenders.
Oklahoma corrections officers are paid less
than most states in the region, contributing to
turnover and shortage.

Director’s Comment: One potential long-term
solution would to place more non-violent offenders
on GPS monitoring. It is the agency’s estimation
that the long-term cost savings would outweigh the
short-term cost for additional probation officers and
equipment.

•

Only 9 of Oklahoma’s 17 state institutions
were built to house inmates

•

The other 8 facilities are renovated hotels, boys
and girls homes or old army barracks that have
been retrofitted to serve as prisons.

•

We are experiencing deteriorating conditions
at the majority of the facilities. For example,
the state’s oldest facility, the Oklahoma State
Penitentiary in McAlester, was opened in 1908
and it is facing majority infrastructure issues.

All together in FY ’15 the Department of
Corrections had a total employee turnover rate
of nearly 24 percent.
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behaviors and discourage impulsive decisionmaking; and implementing a mandatory
post-incarceration period of probation for all
releases in order to better monitor transition to
a non-prison environment.

The administration area is just now being
moved from an area shut down by the federal
government for offender housing more than
two decades ago.
Operations
•

Aging facilities result in a trickledown effect in
the physical plants and other operations in the
facilities. Currently some units in our facilities
are without air conditioning because critical
parts and components have gone out and there
is no room in the agency’s budget to replace
them.

•

The heat inside of the prison could lead to a
myriad of problems including heat stroke or
worse, which in turn raises medical costs for
treatment and medication.

Education
•

The majority of state facilities have volunteer
instructors and professors from local colleges
and CareerTech institutes who come to the
facilities at a reduced cost to the offender to
help them obtain their high school diploma or
other forms of education that will give them
marketable skills upon their re-entry to society.

•

However, there is a need for more partnerships,
like the Tulsa Community College Second
Chance program, to help educate offenders.
This program has helped over 400 offenders
receive associate’s degrees or career certificates
and is all privately funded. Those who go
through the program have a less than 5 percent
recidivism rate.

Equipment
•

•

In addition, aging equipment state prisons
operate with require more expensive parts to
replace when something goes wrong because
of the availability of the part and lack of
resources.
A large number of the locking mechanisms for
the cells are no longer made. Companies must
retool their production line in order to mass
produce the locks we need. That dramatically
increases the cost of each item.

Healthcare
•

Total healthcare costs for state institutions
in FY ’14 was nearly $84.5 million, with
pharmaceuticals alone costing the state over
$13.3 million.

•

These expenses are not just routine checkups
and dental exams; a large portion of this is
attributed to mental health.

•

With the help of the Oklahoma Department
of Mental Health and Substance Abuse
Services, we are seeking other funding sources
for programs and ways to treat mentally ill
offenders to keep them from re-entering the
prison system.

•

We are also in dire need of more mental health
professionals and doctors who are willing
to come into the facilities. The state simply
cannot afford to pay the doctors and mental
health workers the same salary as the private
sector.

PROGRAMS
Reduced recidivism
•

Oklahoma’s current recidivism rate is 22
percent, and the state’s goal is to reduce that
number to 20 percent by 2017.

•

Some strategies with potential recidivism
impact we are working to employ are
maintaining and operating safe program
environments providing for academic and
vocational education as well as cognitive/
behavioral programs; implementing secure
behavior modification systems such as
counseling to encourage practice of acceptable
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Health

Terry Cline, PhD, Commissioner of Public Health, Oklahoma State Department of Health
Every single person in the state of Oklahoma benefits from services
provided through OSDH, whether it’s a healthier birth, eating safe
food at a restaurant, improved quality of care in a nursing home or a
multitude of other services literally reaching beyond the cradle to the
grave.
It all starts with our most vulnerable future residents – unborn
babies. Our Children First program works with expectant mothers
and continues to work with them beyond delivery. Children First
is a primary prevention program whose goals include improving
pregnancy outcomes, improving child health and development;
improving clients’ parenting skills, strengthening the parent-child
bond and returning to school, and finding employment for parents.
Through the program Oklahoma taxpayers saved more than $2.7
million dollars, with estimates of hospital costs associated with low
birthweight and prematurity being $75,000 per child.
Another OSDH program, Every Week Counts, works with hospitals
to eliminate unnecessary scheduled births. Just three years after the
kickoff of this initiative, participating hospitals showed a remarkable
94 percent reduction in such early scheduled births. That’s important
because results show that babies who are carried at least 39 weeks
before birth stand to be born healthier.
Once these babies arrive, OSDH is there to make sure they have the
best possible outcomes. Every year, our Public Health Laboratory
screens about 53,000 infants born in Oklahoma for 54 lifethreatening disorders. Many of these require rapid action after birth
– some within 48 hours – to prevent lifelong disability or possibly
death. Through our screening program, we are able to provide early
detection and treatment to ensure children with these disorders can
live healthier lives.
Our Women, Infants and Children (WIC) program is in place to also
provide prenatal care and postnatal nutrition for low income families.
Every dollar spent on pregnant women in WIC produces $1.92 to
$4.21 in Medicaid savings for newborns and their mothers. Healthier
moms having healthier babies have many, many benefits.
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As our children begin to grow, OSDH is there to make sure they are
protected from preventable diseases.
The Vaccines for Children Program (VFC) provides vaccines for lowincome children through our County Health Departments (CHD’s). Studies
from the National Institute of Health show that better immunization rates
contribute to the reduction of the spread of preventable diseases; one dollar
spent on childhood vaccines saves a potential $16.50 in future health costs,
as well as preventing sometimes tragic outcomes.
The health of every citizen is important and the work of OSDH Acute
Disease Service protects everyone from emerging threats. To stop the
spread of infectious diseases in Oklahoma, OSDH monitors more than
60 diseases and conditions. Our most recent numbers show 114,000
infectious disease case reports were received and 63 disease outbreak
investigations took place in 2014. Rapid identification and response
resulted in reduced illness and hospitalization which generated enormous
cost savings to our state. Healthier students learn better; healthier
employees have better productivity and lower healthcare costs.
In our society, we believe strongly that individuals should be able to “age
in place” and stay in their homes as long as they would like. For those who
do need to reside in care facilities, we are working on programs to reduce
falls among the elderly, to increase the quality of care, and to decrease
overuse of medications. One recent partnership with nursing homes to
reduce the use of unnecessary drugs achieved a 22% decrease in unneeded
drugs within two years.
Although Oklahoma has one of the highest smoking rates in the nation,
we continue to make strides in tobacco use. Through groups like Students
Working Against Tobacco (SWAT), we are getting the message out that it is
not cool to use tobacco. It is projected that each smoker in Oklahoma who
gives up tobacco saves $1,800 in a year, which amounts to $1.2 billion
dollars for the entire state. And that doesn’t include the health savings that
we would experience. Every dollar invested in school tobacco prevention
programs yields nearly $20 dollars of medical cost savings.
Working together in our schools, our churches, our communities and our
businesses, we can ensure that Oklahoma can be a healthier place for
us and for our children. Public health programs protect everyone in the
state. The ever-improving health of our people is critical to Oklahoma’s
economic development and future prosperity.
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Section 6

MORE DATA & ANALYSIS
The following reports and articles are included to supplement and compliment information in
previous sections of this document. A number of the reports present competitiveness rankings by
state, using similar but different criteria ... hence the ranking differentials from study to study.
It is important to remember that the types and levels of tax/taxation do impact investment
decision-making in terms of expansion, attraction, and new start ups. But, so too does the
efficiency and effectiveness of service/program delivery on the part of the government.
Solving/answering the revenue/quality of delivery conundrum is the heart of this topic. We hope
this data and analysis helps with your deliberations.
All analysis narrative was provided by Craig Knutson, Principal, Growing Global, LLC
in Norman. Mr. Knutson coordinated the gathering of materials for this book and assumed
responsibilty for interpreting many of the data tables and charts, including this section.
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ACE 2015: Accountability

Research Foundation, State Chamber of Oklahoma

This section is the table of contents of a 33 page report ACE Book 2015: Accountability for a Competitive Economy”.
Access www.okstatechamber.com/sites/www.okstatechamber.com/files/2015ACEBookFinal_WEB.pdf for a complete copy.
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Summary
Accountability for a Competitive Economy
The 2015 Accountability for a Competitive Economy (ACE) Book provides a snapshot of some key
elements of the Oklahoma economy in order to provide a better understanding of how Oklahoma can
build towards the future. This book is in four sections (Economy and Infrastructure, Business Climate,
Taxation and Business, and Education and Workforce Development). Each section focuses on the
strengths and weaknesses of Oklahoma’s economy and how our state compares against our regional
neighbors and the United States as a whole.
While Oklahoma’s economy has seen improvement due to a significant increase in job creation, gross
domestic product and per capita personal income over the past ten years, our state’s growth is inhibited
by our poor education system and the quality of health of Oklahomans. Workforce development is tied
to both of these obstacles, which affects the future of our economy. Until the problems of our education
system and the health and well-being of Oklahomans are solved, our economy will not achieve its
maximum growth and performance. This assessment of Oklahoma’s situation compared to other states is
designed to inform and assist policy makers in their quest to guide Oklahoma towards a more prosperous
future.
An Overview of Oklahoma’s Economy & Infrastructure
Due to an increase in migration, per capita personal income and non-agricultural employment,
Oklahoma’s economy continues to show great promise. People are moving to Oklahoma due to our sound
economy, which in turn bolsters our state’s economic performance. With more people and businesses
moving to our state, a sound infrastructure is critical. From our roads and bridges to our water and
telecommunications, every aspect of our infrastructure is important. We must continue to build and
maintain our infrastructure so Oklahoma can continue to grow.
Business Climate
Oklahoma continues to be an attractive place for business, as our state provides a more competitive
business climate than in the past. While we have improved, more work must be done. This year’s ACE
Book includes several indicators that could prevent Oklahoma from being competitive with other states,
unless we do something to correct them soon.
Taxation & Business
Business taxes are an important part of every state’s tax code. In 2013, businesses in Oklahoma paid $7
billion in total state and local taxes. Most of the taxes collected were not from the corporate income tax,
which is commonly misconceived as the only tax cost for businesses. There are many other taxes that
businesses have to pay, including property taxes and excise taxes. Oklahoma’s largest portion of taxes
paid by businesses came in the form of sales taxes in 2013, while businesses nationwide paid the largest
portion of their taxes in property taxes.
Education & Workforce Development
Oklahoma’s education system is underperforming. We are lagging behind most states in terms of student
achievement, education spending and teacher salaries. Consequently, our students are not ready for
college or the workforce after they graduate from high school.
Workforce development needs to be more of a priority, and it starts with common education. Oklahoma
must look at our education system as an early training ground for developing a workforce that will help
our state thrive in the future.
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2015 Facts and Figures
The Tax Foundation and Craig Knutson

OK
TX AR MO
KS CO NM
Tax Freedom Day
36
32
34
36
19
13
44
State Local Tax Burdens
39
47
12
33
26
32
37
Federal Aid as a % of State Revenue
17
24
22
5
44
35
8
State Individual Income Tax Collection/Capital
33		 25
26
21
37
38
							
State Corporate Income Tax Collections Per Capita 18		 24
43
25
42
29
							
State & Local Sales Tax Rates
6
12
2
14
9
15
16
State Sales Tax Rates
36
12
9
37
15
45
32
State General Sales Tax Collection/Capita
34
13
15
42
12
45
17
							
State Gasoline Tax Rates
47
72
38
46
29
35
44
Road Spending Covered by State & Local
Tolls, User Fees, & User Taxes
8
10
15
33
30
9
35
							
State Cigarette Excise Tax Rates
30
24
29
50
35
33
20
State Spirits Excise Tax Rates
25
45
19
47
43
46
22
State & Local Excess Tax Collections Per Capita 41
17
26
39
42
36
44
							
State & Local Property Tax Collections Per Capita 49
14
48
36
20
22
47
							
State Debt Per Capita
34
45
46
27
37
28
23
State & Local Debt Per Capita
46
11
48
28
16
14
24
24
17
47
Income Per Capita
27
25
42
32
							
Property Tax
17% 41% 31% 27% 31% 33% 19%
General Sales Tax
32% 31% 39% 32% 30% 26% 39%
Individual Income Tax
21% 0% 14% 16% 23% 23% 15%
3%
2%
4%
Corporate Tax
3% 0% 3%
4%
Other Taxes
26% 28% 14% 22% 13% 16% 23%
100% 100% 100% 100% 100% 100% 100%
Interpretation of Rankings
A state ranking of 1 means “highest” - “most onerous” or “worst” depending on the context.
A state ranking of 50 means “lowest” - “least onerous” or “best” depending on the context.
For example, Oklahoma ranks 49th in State & Local Property Tax Collections Per Capita. That
means the collections in Oklahoma are among the lowest in the nation (lower than 48 other states)
and therefore “less onerous” on the public.
For example, Oklahoma ranks 6th in State & Local Sales Tax Rates. That means these rates are
higher than all but five other states and are “more onerous” on the public..
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Interpretation of Data
The Tax Foundation published its first Facts & Figures in 1941 “to meet the challenge presented by the
broad problems of public finance.” The Tax Foundation is guided by the following principles of sound
tax policy: Simplicity, Transparency, Neutrality, Stability, No Retroactivity, and Broad Bases and Low
Rates.
We have assembled the most current tax information for Oklahoma and our regional states. With almost
forty tables on information, we have selected what we consider to be the most critical revenue raising
sources states utilize to finance government and used the states’ national rank for each source. In all
cases, the higher the ranking, the higher the tax rate/burden. The URL for all tables is listed at the end of
this summary.
Tax Freedom Day represents how long Americans as a whole work into the year before they have earned
enough money to pay all federal, state, and local taxes for the year. Nationally, that day was April 21.
Oklahoma’s “day” was April 11, ranking us 36th from the most heavily burdened states (Connecticut and
New Jersey, May 9). Louisiana was least burdened state, paying all its taxes by March 30. Regionally,
Oklahoma has a relatively favorable ranking, with only New Mexico “besting” us.
Oklahoma’s population ranking is 28th from the top, just ahead of Connecticut and just below Oregon.
Texas, Missouri, and Colorado have populations larger than ours; the remaining states have populations
lower than ours. We mention that because on a per capita basis, many of our key tax rankings fall in the
mid-30s and 40s, suggesting our tax burden, on a per capita basis, is less onerous.
On the “high end” of the rankings, Oklahoma receives more than its fair share of federal dollars (Federal
Aid as a % of State Revenue) and ranks 8th from the top in the share of state and local road spending
covered by state and local tolls, user fees and user taxes. A recent study pointed out that Oklahoma is
second only to Florida in the number of miles of toll roads (605 miles in Oklahoma vs. 719 in Florida),
which might explain the high ranking.
From a business competitiveness standpoint perhaps the most problematic ranking for Oklahoma is
the relative high ranking in State Corporate Income Tax Collections/Capita. Not only do we have the
highest ranking in the region, but one of our strongest competitors - Texas has no corporate or individual
income tax. Our individual income tax ranking (33rd) is much more competitive regionally.
While our state and local sales tax rates are quite high (6th from the top), our state and local property tax
collections are the second lowest in the country (49th). In terms of Income per capita, we rank (27th)
very close to our population ranking, just below Texas but outpacing three of our regional counterparts.
Finally, the last five rows of the preceding table summarizes what percentage each tax sources
contributes to overall collections in the state. Like our regional counterparts, we are very dependent up
sales tax collections. What is interesting is that the second largest contributor is “Other Taxes;” only
Texas generates a higher percentage in this category. Other Taxes include excise (alcohol, tobacco,
motor vehicles, utilities, licenses), severance, stock transfers, estate and gift, and miscellaneous.
For a complete copy of the report see http://taxfoundation.org/sites/taxfoundation.org/files/docs/
Fact%26Figures_15_web_2.pdf
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2015 State Business Tax Climate Index
The SBTCI, The Tax Foundation and Craig Knutson

AR
39
40
28
44
39
19

CO
20
12
16
43
35
22

KS
22
38
18
30
9
28

LA
35
23
27
50
6
24

MO
17
4
29
29
12
7

NJ
50
41
48
48
32
50

NM
38
35
35
45
10
1

OK
32
7
40
38
1
11

TX
10
39
6
36
15
36

AR

CO

KS

LA

MO

NJ

NM

OK

TX

31
4.93
39
4.68

17
5.36
20
5.27

24
5.12
22
5.17

32
4.92
35
4.83

15
5.5
17
5.41

50
3.44
50
3.43

38
4.73
38
4.75

30
4.94
32
4.91

9
5.98
10
5.8

1
7.65
1
7.58

Corporate Tax
2012 Rank
2012 Score
2015 Rank
2015 Score

AR
36
4.74
40
4.56

CO
18
5.33
12
5.5

KS
35
4.75
38
4.59

LA MO
4
16
5.4 6.12
4
23
5.25 5.98

NJ
39
4.59
41
4.48

NM
38
4.61
35
4.79

OK
8
5.92
7
5.79

TX
37
4.68
39
4.57

WY
1
10
1
10

Individual Income Tax (2013-2014)
2012 Rank
2012 Score
2015 Rank
2012 Score

AR
26
5.26
28
5.18

CO
14
6.56
16
6.34

KS
20
5.52
18
5.74

LA MO
25
23
5.32 5.27
29
27
5.21 5.17

NJ
48
2.45
48
2.57

NM
33
4.34
35
4.25

OK
38
4.08
40
4.05

TX
6
8.7
6
8.25

WY
1
10
1
10

Sales Tax
2012 Rank
2012 Score
2015 Rank
2015 Score

AR
37
4.13
44
3.73

CO
43
3.55
43
3.84

KS
32
4.63
30
4.7

LA MO
26
49
3.16 4.78
29
50
3.15 4.72

NJ
46
3.44
48
3.45

NM
44
3.51
45
3.5

OK
38
4.11
38
4.07

TX
35
4.23
36
4.23

WY
12
5.37
13
5.13

Property Tax
2012 Rank
2012 Score
2015 Rank
2015 Score

AR
17
5.43
19
5.3

CO
9
5.73
22
5.19

KS
28
4.98
28
4.98

LA MO
6
23
5.28 6.06
7
24
5.14 5.98

NJ
49
2.92
50
2.76

NM
1
7.08
1
6.94

OK
12
5.68
11
5.67

TX
32
4.79
36
4.68

WY
35
4.52
35
4.72

Unemployment Insurance Tax
2012 Rank
2012 Score
2015 Rank
2015 Score

AR
17
5.25
39
4.45

CO
25
5.02
35
4.63

KS
6
5.83
9
5.79

LA MO
5
8
5.9 5.74
6
12
5.86 5.65

NJ
28
4.94
32
4.8

NM
13
5.53
10
5.71

OK
1
6.38
1
6.38

TX
14
5.48
15
5.51

WY
33
4.83
34
4.65

Overall Rank
Corporate Tax Rank
Individual Income Tax Rank
Sales Tax Rank
Unemployment Insurance Tax Rank
Property Tax Rank
Overall SBTCI, 2012-2015
WY
2012 Rank
2012 Score
2015 Rank
2015 Score

WY
1
1
1
13
34
35

COMPONENTS OF SCTCI 2012-2015
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Interpretation of Data
The Tax Foundation’s State Business Tax Climate Index (SBTCI) enables business leaders, government
policy makers, and taxpayers to gauge how their states’ tax systems compare. While there are many ways
to show how much is collected in taxes by state governments, the index is designed to show how well
states structure their tax systems, and provides a road map to improving those structures.
The absence of a major tax is the common factor among many of the top ten states. Property taxes and
unemployment insurance taxes are levied in every state, but there are several states that do without one or
more of the major taxes: the corporate tax, the individual income tax, or the sales tax. Wyoming, Nevada,
and South Dakota have no corporate or individual income tax; Alaska has no individual income tax or
state-level sales tax; Florida and Texas have no individual income tax; and New Hampshire and Montana
have no sales tax.
But this does not mean that a state cannot rank in the top ten while still levying all the major taxes.
Indiana and Utah, for example, have all the major tax types, but levy them with low rates on broad bases.
“The evidence shows that states with the best tax systems will be most competitive at attracting new
businesses and most effective at generating economic and employment growth.”
The table on the preceding page follows a similar format at previous tables, showing Oklahoma and our
regional counterparts . . . but we have added the state with the BEST business climate (Wyoming) and the
WORST business climate (New Jersey) for comparison purposes. While the report has four years worth
of data on each state, we chose 2012 and 2015 to show change over time, not just year to year.
So, from a tax system structure standpoint, Texas (10) and Missouri (17) more closely emulate Wyoming
than any of the other regional states. Oklahoma’s ranking of 32nd is the 4th worst in our region and
suggests what pundits on both the right and left have clamored about for years in that our tax structure
is in need of change. Our structure for both unemployment insurance and corporate tax ranked in the
top ten, but high rankings (less competitive) in both individual income and sales tax, the two largest
contributors to revenue in this state, hurt the overall ranking.
The regional state that had the largest change from 2012-2015 in SBTCI was Arkansas, dropping a
significant eight points in the rankings; the only state that showed improvement over that time period was
Kansas. It should be noted, however, that Kansas actually DROPPED three places from its 2014 position!
The report provides detailed explanations on changes, up or down, for a number of the states.
Looking at the key tax components, the two tax sources that we rank most competitively in - Corporate
and Property = are the only two where we improved in the rankings, from 8th to 7th and 12th to 11th,
respectively. We continue to have the most onerous Unemployment Insurance Taxes in the nation.
The full report can be accessed at http://taxfoundation.org/article/2015-state-business-tax-climate-index
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Best & Worst Taxpayer Return on Investment
John S Kiernan, Senior Writer and Editor at Evolution Finance

There is an obvious
STATE
INFR
EDU
disconnect in
1
Minnesota
1
5
the minds of the
8
Colorado
32
8
14 Kansas
20
11
taxpayers between
24 Texas
31
15
the amount of money
31 OKLAHOMA 26
35
we fork over each
33 Missouri
33
23
April and what we
41 New Mexico
9
50
ultimately receive
48 Arkansas
12
43
50 Alabama
34
45
in return from the
government. Tax
Day is a tangible,
painful reminder in our investment in the operation
of federal, state, and local governments, but it’s
difficult to discern their precise role in our day-today quality of life or overall pursuit of happiness.
Perhaps that’s why 52% of people feel they pay too
much in taxes and most people think roughly half
of their tax dollars are being wasted. One thing
we do know is that taxpayer return on investment
varies significantly based on simple geography.
Federal income tax rates are uniform across the
country, yet some states get far more federal
funding than others -- as WalletHub recently
illustrated in its Federal Government Dependency
Report. But federal taxes and funding are only part
of the story.
Ideological differences regarding the roll of
local taxation have resulted in citizens of each
state shouldering dramatically different tax
burdens. This, of course, begs the question of
whether people in high-tax states benefit from
correspondingly superior government services or
if low-tax states are more efficient. In short, where
do taxpayers get the most and least bang for their
buck.
WalletHub sought to answer that question by
contrasting state and local tax rates to the quality
of services provided within the following six
categories: Infrastructure, Education, Health,
Safety, Economy, and Pollution. We used 22
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HLTH
2
8
6
15
37
29
22
48
49

SAFE
5
27
38
42
39
37
47
49
41

ECON POLL
1
10
8
5
11
23
16
44
24
18
29
33
40
19
47
41
49
30

total metrics.
Our complete
methodology as
well as expert
commentary are in
the full report.

The following is the
Overall Government
Services Rank;
we have listed
the highest ranked state, followed by the seven
regional states, followed by the lowest ranked state.
The list of all 50 states, for this metric as well as
many others, can be accessed at the website posted
at the top of this article.
For more insight into how taxpayer funds are
ultimately turned into government services as
well as how taxpayers can measure the efficiency
with which their money is being used, WalletHub
turned to a panel of leading economics and public
policy experts. You can check out their bios as
well as their responses to the following questions at
the same website.
•

Do states with high tax burdens provide better
government services?

•

How can state and local governments use tax
revenue more efficiently?

•

How can average citizens assess the ROI of
their local tax dollars?

The six panelists weighing in on these three questions
were:Beckett Cantley, Atlanta’s John Marshall Law
School; Yair Listokin, Yale University Law School; Lori
McMillan, Washburn University Law School Joseph
Olson, Hamline University School of Law; Ivo Welch,
UCLA William Wood, Southwestern Law School.
A copy of the full report is at http://wallethub.com/edu/
state-taxpayer-roi-report/3283/#main-findings
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Tax Policy Ramifications; North Carolina & Kansas
Craig Knutson, Principal, Growing Global, LLC, Norman

State Business Tax Climate Index
Best Rank - 1; Worst Rank = 50

Overall 2013
Rank Score
North Carolina		 44
4.27
Oklahoma		35
4.87
Texas		 9
5.86
Louisiana		32
4.89
Arkansas		 33
4.89
Missouri		16
5.48
Kansas		25
5.10
Colorado		 19
5.28
New Mexico		 38
4.71

Overall 2015
Rank Score
16
5.44
32
4.91
10
5.80
35
4.83
39
4.68
17
5.41
22
5.17
20
5.27
38
4.75

2015
Rank
16
32
10
35
39
17
22
20
38

Corp
Rank
25
7
39
23
40
4
38
12
35

Income Sales
Rank
Rank
15
33
40
38
6
36
27
50
28
44
29
29
18
30
16
43
35
45

Unemp
Rank
11
1
15
6
39
12
9
35
10

Prop
Rank
29
11
36
24
19
7
28
22
1

Academy staff reviewed data and analysis from a broad swath of sources for greater insight into this
topic, from the Wall Street Journal and Daily Oklahoman to the New York Times and Tulsa World. It is
clear from virtually all of these sources, the efficiency, level, and effectiveness of state tax policies impact
both business climate AND quality of life.
Two states that caught our attention were North Carolina and Kansas. North Carolina because of the
dramatic “improvement” in the state business climate index from 2013, when they passed significant tax
reform initiatives, and Kansas, whose Governor and Legislature passed the largest tax cut of any state,
relative to the size of their economy, the same year.
What follows are links to three different perspectives on the North Carolina experience, followed by two
links on Kansas. There are many more, but these provide you with a more balance (pro vs con) read.
http://okacademy.org/2015Elibrary/Seeded-With-Tax-Cuts.pdf
http://okacademy.org/2015Elibrary/What’s-The-Matter-Kansas-Tax-Cuts.pdf
http://okacademy.org/2015Elibrary/Tax-Cut-Payoff-Carolina.pdf
http://okacademy.org/2015Elibrary/Dark-Sid-Carolinas-Tax-Cuts.pdf
http://okacademy.org/2015Elibrary/North-Carolinas-Tax-Cuts.pdf
According to the 2015 State Business Tax Climate (SBTC) Index, the ranks and changes in ranks for both
North Carolina and Kansas, as well as Oklahoma’s regional competitors, 2013 – 2015, are as follows:
•
•
•

Over the 2013-2015 period, North Carolina’s rankings improvement (+28) was followed by Arizona
and Nebraska, both improving five positions.
Pennsylvania saw the largest drop of all, from 22nd in 2013 to 34th in 2015 (-12).
Finally, Wyoming had the BEST SBTC Index (7.57) and New Jersey had the WORST (3.44).
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Competitiveness of State/Local Business Taxes
Ernst & Young and the Council on State Taxation & Craig Knutson

Academy staff reviewed data and analysis from a broad swath of sources, from the Tax Foundation and
Heritage Foundation to the Council on State Taxation and the Tax Policy Center.
A study prepared by Ernst & Young (E&Y) entitled Competitiveness of State and Local Business Taxes
on New Investment generated state rankings by tax burden on new investment. One of their premises was
that “much of the focus of legislators and the public centers on statutory tax rates.” But their research on
private sector business investments showed that “business contemplating a new investment are concerned
with the actual tax liability that results from an investment in a given location,” or an Effective Tax Rate.
While the detailed methodology of the business tax competitiveness index can be found at www.cost.
org, E&Y presented a table of the overall burden of major state and local taxes on investments, in new or
expanded facilities, over a 30 year period for each state.
We have placed the state with the lowest burden (best), the highest burden (worst), with Oklahoma and
our regional competitors in the following table and encourage you to peruse the study at the URL listed
above.

EFFECTIVE TAX RATES (ETR)

Table 2. State and Local Business Tax Competitiveness Index
Taxes on New Investment by Selected Industries
Weighted by Capital Investment
Maine
Colorado
Texas
Missouri

ETR
3.0%
6.8%
6.9%
7.1%

Rank
1
18
20
22

OKLAHOMA

8.8%

35

Weighted by Jobs
Maine
Colorado
Texas
Missouri
OKLAHOMA

Arkansas
8.9%
36
Arkansas
Kansas
11.2%
48
Kansas
New Mexico
16.6%
51
New Mexico
				
50-state mean
7.9%
50-state mean
50-state median
7.3%
50-state median
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ETR
4.3%
7.7%
8.2%
8.4%

Rank
1
14
19
24

10.5%

38

10.5%
12.5%
17.9%

39
48
51			

9.1%
8.7%				
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Interpretation of Data
The business tax competitive index reported in the study referenced on the previous page “isolate
the impact of state and local business tax systems on new capital investment, the cornerstone of
state economic development.” Most site selection companies and their clients select locations for
new investment by looking at a wide variety tax and non-tax factors, such as labor, utility costs and
availability, and transportation costs and infrastructure. While the non-tax factors normally more
significant to overall costs, the tax-related components can be a determining factor for states with like tax
systems and costs.
State and local taxes imposed on businesses are extensive and complex, but the results from this study
clearly suggest that “legislators need to examine the entire system of state and local business taxes, not
just a single tax, in evaluating their state’s tax competitiveness.”
The table on the previous page shows the Effective Tax Rate (ETR) for Maine, which had the lowest
(best), and Oklahoma and its regional counterparts. Ironically, New Mexico, had the highest (worst) rate
in the nation. The states that are ranked highest in business tax competitiveness have the lowest overall
ETRs.
While Colorado, Texas, and Missouri lead the regional set of states in competitiveness, it might be
instructive to focus on what makes Maine so competitive, in both the new investment AND new jobs.
Maine’s business tax structure imposes the smallest burden on new investment for selected industries with
an overall index of 3%. The reasons are as follows and it might be good for the Oklahoma Legislature to
review make up of Maine’s tax system/structure to improve our ranking of 35th best in the nation.
The report notes that Maine uses a single sales factor corporate income apportionment formula. While
Maine’s corporate tax rate is higher than the average (8.9% in Maine compared to 6.7% nationwide),
Maine’s income apportionment regime more than offsets the rate differential.
Maine has an average property tax rate; 1.69% in Portland compared to the national average of 1.97%.
Personal property tax rates in Maine are slightly above the nationally average as well (1.777% vs
1.65%). But, new equipment is exempt from the property tax and any local property tax paid on qualified
equipment is refunded through the Business Equipment Tax Reimbursement Program.
Maine has no franchise tax. Oklahoma does; corporations are taxed $1.25 for each $1000 invested or
used in our state. Finally, Maine’s state and local tax rate is one of the lowest in the nation (5% compared
to the national average of 6.2%). Oregon, which ranked 2nd in terms of a low ETR, has a number of
similarities found in their tax structure, including no sales tax on business inputs. As you might guess,
New Mexico, at the other end of the competitiveness index, has a tax system/structure that in many
categories is a polar opposite. The report cited the following as just one of its “black marks:” “New
Mexico imposes a gross receipt tax on virtually all business activity.”
I found the index, while somewhat complicated in structure and definition to wade through, could be quite
useful for both private companies and state policy makers/legislatures to assess the relative state and local
tax burden on mobile business investment. In the cost-conscious business of deciding where to place new
and investment, with ban eye toward maximizing ROI, this is a useful tool to help “narrow the potential
field.”
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More Information on Revenue and Taxation
Craig Knutson, Principal, Growing Global, LLC, Norman

Academy staff researched a number of websites and publications that were worthy of inclusion in this
document, but, like we are asking you to do with this topic, we had to PRIORITIZE from a long list of
informational and applicable resources to include.
We reviewed the following organizations via their websites and have cited several of the more relevant
publications/articles that should assist you in better understanding the complexities of taxation on state
competitiveness.
We encourage you to access each prior to attending the Town Hall, as the information we provide you, as
attendees, is helpful in the development of consensus driven recommendations.
The Institute on Taxation and Economic Policy
http://www.itep.org/whopays/
Oklahoma State and Local Taxes in 2015
Council on State Taxation
http://www.cost.org
Competitiveness of State and Local Business Taxes on New Investment
The Best and Worst of State Tax Administration
Center on Budget and Policy Priorities
http://www.cbpp.org
Policy Basics: Where Do Our State Tax Dollars Go?
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Academy Town Halls
2014 - We Can Do Better: Improving the Health of the Oklahoma People
2013 - Moving Oklahoma: Transportation Infrastructure
2012 - Where In The World is Oklahoma?
2011 - Developing the Oklahoma Economy
2010 - Municipal Governments in Oklahoma
2010 - Water Planning for Oklahoma
2009 - Getting Ready for Work: Education Systems and Future Workforce
2008 - Oklahoma’s Criminal Justice System: Can We be Just as Tough but Twice as Smart
2007 - Building Alliances: Tribal Governments, State & Local Governments and Private Sectors
2006 - Strategies for Oklahoma’s Future
2005 - Drugs: Legal, Illegal...Otherwise
2004 - Oklahoma’s Environment: Pursuing a Responsible Balance
2003 - Oklahoma Resources: Energy & Water
2002 - The State of Oklahoma Health
2001 - Competing in an Innovative World

Academy Conferences
2000 - The Oklahoma Constitution: Back to the Future
1999 - Technology and Oklahoma’s Future: Lighting the Fuse
1998 - Technology Applications: Accelerating Toward Prosperity
1997 - Education and Training: The Key to a Richer Oklahoma
1996 - Crime: Building Safer Communities
1995 - Restructuring State, County and Local Government
1994 - Entrepreneurial and Small Business Development: Future Economic Growth
1993 - Today’s Budget Decisions, Tomorrow’s Priorities
1992 - Oklahoma: Mind Your Own Politics: What Should Oklahoma’s Policies Be?
1990 - Oklahoma’s Future: Choice or Chance?
1989 - Oklahoma’s Future: Developing our Human Potential
1988 - Elementary and Secondary Education: Will Oklahoma Pass or Fail
1987 - The Future of Oklahoma
1986 - Strategy for Economic Expansion in Oklahoma
1985 - Economic Development in Oklahoma

© 2015 The Oklahoma Academy Town Hall

187

Budget Priorities: The Government and Taxes We Want

Moving Ideas Into Action

The Oklahoma Academy, 401 West Main Street, Suite 390, Norman, OK 73069
405.307.0986 (phone) 844.270.4690 (fax) Email: julie@okacademy.org
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