





ABSTRACT

AN ANALYSIS OF
CURRENT PRACTICES IN COST ACCOUNTING
IN SCHOOL DISTRICTS

By Helen Smith Cloyd

Before any improvement in financial management can be initiated,
it is essential to determine whether those who are directly concerned
with school problems which relate, in part, to inadequate financial
means, feel that there is any need for improvement in financial management
procedures. This research study was performed to determine the frame of
mind of school administrators respecting their desires for the use of an
additional financial tool=-cost accounting, and whether it is possible
to utilize cost studies in school district accounting.

Questionnaires were sent to a random sampling of 233 school districts,
stratified by counties, located in the states of California, Florida, Illinois,
Minnesota, Mississippi, Nevada, New Jersey, South Dakota, Texas, and Wyoming.
Replies were received from 7L.6% of the districts. Answers disclosed that
92¢ of the respondents do not use cost studies but 52¢ of the group felt
that cost information would be useful in discussions of school expenses
with interested groups. A followtip postcard survey increased the majority
opinion to 57¢. Information was secursd on per capita costs, enrollments,
types of general accounting and cost accounting records used, types of
mechanical equipment available » number of bookkeeping employees, methods
used for averaging expenditures, and the diap;eition of school administrators
in small, medium, and largs school districts toward the use of cost methods



Helen Smith Cloyd
in expenditure control., Correlations of the items on the questionnaire were
devsloped by the Michigan State University MISTIC Computer, and the corre-
lations suggested that those who felt that cost reports were important already
made use of cost approximations on teaching and non-teaching expenditures.
Interviews with ten officials of small, medium, and large school districts
in Tllinois, Michigan, and Chio showed that the feelings of these school
administrators toward cost studies were almost identicel with those returning
the questionnaires,

A study of the manuals, accounting forms, regulations, and rules
of the state departments of education in the 50 states showed that in at
least L9 of the states the regulatory provisions permit school districts to
develop cost studies to aid in the solutions to their financial problems.

The criteria used was whether school districts prepare a budget, that account
classifications contain information on revemes and disbursements, and that
there is at least a one-level gradation of account classifications for
expenditures. These findings also apply in the District of Columbia.

Cost analyses using direct cost and indirect cost centers are
devsloped for_varying sizes of school districts baaod.on acceptabls business
practices as recommended in the Cost Accountants' Handbook, various pube
lications of the National Association of Accountants and t he American
Accounting Association, and on the recommendations in Handbook II of t he
Ue S. Office of Education. Cost studies on consolidations and long-term
variable budgets are two types of cost reports singularly useful for school
district financial planning which is possible undering the prevailing

general accounting structure in school distriots.
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CHAPTER I
INTRODUCTION

Scheel admiaistraters in msuy scheel distriets face the preblem
of handliag expended schoeol enrellments with limited physical facilities
and with limited teschiang persemnel. 3Beth these limitations may be
attributed in part te limited financial msans. Specifie preblems, swuch
88 tescher shertages, needs for expanded or qualitative gurriculum
offerings, as well as provisiens fer dealiag with individual pwpil
differences, sre directly or indirectly related te the primary problem
of finaneial adequacy. As finamces are basic te & comsideratiea of
educatisnsl preblems, it follews that any improvement iam schoel
financial menagement aids in the solutien of financial preblems, and
Scerues bemeficially te the scheol district aad te the commwnity which
it sexrves.

The selution te financial preblems may be appreached frem twe
directieons: an increase ia revemwss or strict cemtrel ever cests and
Sxpenditures. Neither solution cam be resched witheuwt study and effort.
1t Tleing educations]l cests caa be met with rising revemues, there may
%¢ 1f¢tle desire te comcentrate em cost studies. Hewever, when increases
i taxes are ne lenger sppreved by woters, it becemes mesessary for the
schow] officiale teo smalyse cests with the imtention of determining the
Vilua, quality, snd quaatity of educatienal offerings. Thersfere, it

1
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is incumbent wpea the scheel sdministrater te kmew and understand
finsmcial accoumting se that he may wse this teel te explain cests
in bis effort te wia the coeperation ¢f the commsmnity. On the ether
hand, evea the spprevimg, ceeperatiag taxpaysr is entitled to know
the coests of the varieus services effered by the educatienal system.
Anslysing the ceets of the verieus educational services is called
cost accounting. Cest acceunting is the waigque teel threugh which

quaatitative fimaneial figures caa be converted into meanimgful aad

significant wnit ceets.

The Predlem

It was the purpese of this study te determime whether those
vhe are direstly cencerned with the preblem of fimancial accountiag ~
feel that there is any need for imprevement, the extent of imprevement
vhich they may deem desirable, the ecelegical state in which imprevements
usde be mede, and the development of suggested practices im cest

&ccowmting.
The questions vhich fermed the basis of the investigatioem fer

the study of the predlem are:

Q. Is there & felt need by scheol administraters fer the use of
wndexlying cest vecerds as am aid te mamagerial efficiency?

®, Dees the gemeral acoeowating framewerk, as set by state regulatory
bediqg, hamper the use of cesting metheds?

€. Can cest accowmting recexds be developed iandependently of the
$%Raxra]l accounting framewerk, either om a limited or extensive basis,
dePending en the type of edusational pregram offered, the sise of the
schoel administrative wnit, and the sise of the pupil enrellment?



Need for the study /

Per capita expenditures for public school education vary widely,
not only between state boundaries but also between local school districts
in each state. It cannot be practical, nor edueationally or culturally
feasible, for each scheol to maintain the same exactitudes in educational
standards., 1f some schools were not superior, there would be no models
for comparison to create concern over inferior schools. Equalizatiom of
educational opportumities could result in self-defeat {f it should bring
about a qualitative deterioration of educational programs.

For instance, 1if a school district such as Scarsdale, New York
could not offer a program which evokes the enviows comments of lay leaders
as well as school leaders, there might possibly be a slackening in the
striving for local improvement in education. In Scarsdale, the average
cost of education (including debt service and capital outlay) fer the
year 1961-62 was $1,187.67 per pupil while the maximum classroom teacher
salary was $12,000.]1 The motives for improvements in education should
be generated within each individual school district to improve its local
8ituation in addition to a generalized attempt to raise national educational
Standards by exterior pressures.

The improvement of education in each local school district provides

the incentive for further improvement and revitalizes the urge toward the

ITown of Scarsdale, Mew York, Annual Bwdget and School Tax Election
“‘: De held on Wednesday, Msy 3, 1961 of the Union Free School District No. 1,

Scarsdale, Wew York: Board of Rducatiom, 1961), pp. 11-12.
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commmity ideal. Leeading scheel districts refleet the ambitions of
the tax-paying p‘lte commensurate with the commuaity's level in
living standaxds.

The ability ef a scheel district te attaim its geal is dependeat
net enly en its scheel leadership but alse en its lay leadership. Esch
type of leadership activetes and reactivates the other. Their cembined
efforts develep the community's semse of educational values and the
villiagness of the tax-payiag public te suppert the scheels.

There is & tried of respensibility--that of the educatienal
ideal, that of the scheel, and that of the public--which impeses the
need forxr sownd finamecial managsment en the part of the schoel adminis-
trater. It 1s the duty of the administrater te previde fimancial
managerisl efficiency despite impedimente created by legal yr:vioim,
state bureaucracy amd restraints, aand the inability of the taxing
base te suppert geed scheols. While scheel quality sam be impreved
by active and imtelligent administratiom, the effectiveness eof
financial suppert depends on the administrator's understamding eof
managerial ceptrel afforded by preper acceunting records.

A single study by the MEA Research Divisiea im 1930 reperted
that city superintendeats speat 13.1 per ceat of their working time
in financial administratiem; rural superintemdents reperted 18.1 per
cut.l The balance of the superintendent’s tims was spent ia persemnel
sdministratien, public relatiems, gemeral plamning fer the school

lnstional Education Asseciation, Public-Scheel Fimance; A Unit

» Prepared for the Committes on Tax Education and Schoel Finance
by the NEA Research Divisiem (Nashimgten 6, B. C.: MNatienal Educatiea
Assecistion, 1953), p. 3.



pregrem, etc. While the portiom of the superinteadeat's time spent in
finmmecial administration teday is subject te cemjecture, it may be
assumed that the rate of turnover in schoel personnel aad the rate of
change in the sehool administratox's duties weuld not greatly affect
the tims allocations indicated by the NEA study.

If it can be assumed that the portien of the superintendent's
time spent im financial mansagement comsisted of executive and supervisery
duties, then it is desirable that the axecutive employ this time
effectively with a sinimum of checking on clerical performance and on
the sccuracy of fimancial figures. Te be sble te do this, the executive
needs te kmew what is essential for reporting purposes and to direct
his empleoyees te reunder the imformatiom accurately and with g minimum
of effort.

The scheol administrater must be able te recerd fimancial
informatien mot enly in the prascribed legal msmner but slso im a way
that will give him needed infeormationm to handle internal financial
natters. It is in the area of internal preblems that the valuwe of
cost accounting primciples as an aid te msnagerial efficiency is being
increasingly recognised. A study im the relatienship of cost and quality
in education is important for it provides the needed answers te internal
financial predlems. The investigation of the need and the desire of the
schoel edmimistrater for cest studies and how cest studies can be a

managerial teel is the purpese of this research paper.



Current praectice in gcheel district sccounting
be e i

The scheel adwinistrater in discharging his public office works
within a framewerk of legal requirements which is set by state and federal
regulations in certain respects amd is swpplemented locally by the beard
of education. Accounting fer scheel district wmits is waique im its
treatment of the separate funds of the schoel district as indepeadent
financial eatities im accerdance with legal previsioms which previde fer
their establishment. Ascowmting for separate funds stems frem legal
provisiens which specify the exact purpese of each fund. All ssset,
liability, inceme and expemditure acceunts pertaining to & special
sctivity are grouped withinm a self-balamcing set of acceunts pertaining
te that particular fund; such funds being greuped periedically, usually
esaually, i fimencial reperts. N

Separatien of the compemsats of assets, lisbilities, income and
expenditures iate distinct fumds ia the prescribed legal mamner makes
cemparsdbility of epesratisns, either imtermally or extermally, very
difficult for the admimistrater: he is cemstantly dealing with financial
segments rather than with em imtegrated whele. It is because eof this
diversity of the sources of fimamcial infermatiem that cost information
is esseatial fer preper ceatrel.

) The value of cest scceuating lies in the analytical presemtations
of cests in variews combimatisns vhich are eut of centext with the general

aceounting recerds. Cost stuiies msy take the ferm of reports, schedules,
ledgers, or even graphic presemtations. These recerds are prepared in
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sddition to the gemeral acceunting recerds, but draw upen the general
sccounting recerds for their material ead are reconciled with these
primary recerds for purpeses of cemtrol.

Underlying cest recerds are used for the purpese of studying
the relatisnships of cests te vigaificant wmits which represent the
end results of the efferts of the ecomsmic emtity. Ia a scheel district
these units might be presented as per pupil units (based en average
daily attendance or average daily membership), weighted elementary
classreem wnits, or grede er ceurse umite.

Cest recerds sheuld be develeped for purpeses ef cost ceantrel
te check actual cests with plamned éoc.t.. for purpeses of planaing
future cests, and for a semtinual cemparisem of cests with past results
and with ether scheel distriet cests. Ths purpese of cest centrel is
to andlyse trends and to imduce chamges im functioms based en an under-
standing of wvhat is educatieonslly desirable and what it will cest the
scheol distriet.

The use ¢f cest secommting by school msmagement officials will
result im better infeormed administraters whe are able te act ea reliable
data i{n makiang their decisiens. Ia tura, these data can be used as a
powerful teel ia the educational aad pubdlic relations pregrams of the
schoel district.

Linigetion of the study

This study (s limited teo that segment of schoel financial
management which is capable of practical quantification without recourse
to sbstractioms. This stuly is limited te the eest aceewnting records

vhich administraters of certaia scheel districts maiatain, er are required



to maintaia, aad certain suggested uses of cest accoumting recerds.

fimitio t

In order fer the writer te comvey to the reader a better umder-
standing of the terminology imcluded in the contemts of this study, the
following definitions of the terms used are given.

Accrusl bagis of accownting. A method which comsiders all
revenuas as soon &8 they are earned, whether or not the momey has
been received; snd all expenses as soom as they have been imcurred,
regardless of whether the money has beem paid out.

Aggets. Items owmed by an entity. Examples include cash,
pProperty, receivables, etc.

Aveyegs daily attegdance (ADA). The sum of the days
present eof all pupils divided by the number of days scheol was
actually in session.

Average daily enrgllugnt. This term was used in this study

to emacompass either average daily attendamce or average daily
sembership.

Average daily mewberghip (ADX). The sum of the days preseat
®d abseut of sll pupils divided by the mumber of days the schoel was
&ctually {n session.

Bydget. A plaa covering financial management for a defimite

period {n the future.

Sash basip of accounting. A method which takes accownt omly
°f thosa transactioms whereim money has beem received or paid emt.



Cleariag scceynt. Aa accewnt used for the purpese of temporarily
susmarising emtries for later distributiem to the proper accounts.

Cost accoynting recerds. These finsacial records, uaderlying or
in cenjunction with general sccounting records, which diaclose variations
in expenditures with the intent of comwsidering costs in different

combinations that is not possible with the use of gemeral accounting
recoxds .

Expenditures. These are expenses incurred, whether psid er
umpaid, depending on whether the books are being maimtained on the
cash oxr accrusl basis of accounting.

Financia] management. This term refers to the exercise of
discretion by the school administretor in the handling of money matters
of the school district unit.

Financial repert. A written report shewing the results of
financial transactions of am eatity; generally, the repert centains
8 balance sheet listisg the assets, liabilities, and equity and a
Statememt showing the revenue and expenditures.

Fupd. This term refers to that sum of money, or other assets,
vhich are gegregated to comply with the rules which govern its use
hecessitating separate accounting amd reporting.

Gensral accoupting recordg. Basic books of acocownt from which
financig) reports are prepared, snd generally consist of one or more
journala gand 1edgers.

Grade or courge units. Unite of measurement which use a grade

Or Courga for computimg per umit expenses.
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Income. This term is syneunymous with reveaue which represents
increases in assets without aany increases in liabilities, nor recoveries
in expenditures; and may result from debt cancellations without cassing
a decrease in assets nor an increase in liabilities.

Liabilteiop.

indebtadness, etc.

Debts owed. Examples include payables, boud

Sinking fund. Money or other assets which have been set aside
forxr making payments om debts at a future date.

Standard accounting recgrdg. This term refers to those acceumting

records which have been adopted on a wide scale within an industry or

other activity so that comparability of finamcial figures betweem uaite
is facilitated.

Heighted clomeatary classroom units. A uait of measwremeat
which takes the average expense per classroom for elementary schools,
multiplies it by a factor which represents the mational average difference

in per classreem expense betweea elementary and high scheels to shew the

average classroom expense in weighted classroom umits.
The Methodology

The study proceceded from a statemeat of the problem as indicated
¢arlierx to the devising of & questiemmaire te determine the feelimgsof
schoel district administrative perscmmel toward the problem of cost
Studies a9 & part of financial management. The questiemsaire which was

developed expleres the basic festures of the acocewmting structure through
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questions which lead the respondent from an initial consideration of
the general accounting records to an expression of an opinion on the
desirability of cost accounting information. The questionnaire and
covering letter, and a follow-up letter are shown in Appendix A.

The next step involved an analysis of the general accounting
framework for school districts as recommended nationally by the U. S.
Office of Education and statewide by the state departments of education
of the 50 atates (including the District of Columbia). The following
criteria was used for this purpose:

If a school district is required to have:

a. A budget for predetermining costs;

b. a set of general accounting rgfordo to show revenues and
expenditures; and

c. & sub-classification of the expenditure accounts at least
on & one-level gradation;
then it is possible for the school district to add further sub-classifications
to compute unit costs on & basis determined to be desirable by its manage-
ment .

Cost analyses and reports are developed next for school districts
of varying size. These cost techniques are those accepted procedures used
by accountants today, and are based on & consideration of recommendations
from authoritative sowrces, such as the Cost Accountants' Handbook, various
publications of the Mational Association of Accowntants end the American
Accounting Association, and the Handbook II publication of the U. 8. Office

of Education.



CEAPTER II
REVIEW OF LITERATURE

The review of literature cevers two fields im the area of
schoel district accoumtimg: (1) general acceuating publicatioms, and

(2) cost sccowmmting publications.
General Accowntimg Literature

The general acceumtiag literature is available in the form of
books, pamphlets, handbosks, and periedicals.

Beoks, pesphlets apd handbooks

Recogrising the need for stamdard practices in gemeral
accountiang termimology, the United States Office of EBducation in 1937
issued a handbook for fiasmcial accowmting for local amd state school
mt-.l This handbeok was the outcome of an earlier effort in 1953
by the Office of Rducatien to compile s basic list of educational

1y, 8., Department of Health, Educatien, aad Welfare, O0ffice of

Rdwcation, 1 t or () 1 t
e Receipt and i s, State Educational Records and

Reports Series: Hamdbeek 1I, (Washimgtom, D. C.: U. $. Gevermment
Printing Office, 1957).

12
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terninology end informatiom to be used by state departments of education.l

Succeeding this basic sewrce, three boeklets recemmending proper
sccouating for schoel activities,?2 pmorty.3 and school insurance’ were
issued by the same office im 1939. These booklets imprees upon school
adminietrators the need for proper accounting for coets ia the areas
vhere laxness in record-keepiag has occurred. This emphasis on these
areas is of particular significeace to this study because these areas
are especially suited te cost studies. Efforts are being made for the
adoption of these publications on a natiomwide basis because it is bhoped
that standard accowmtiag prectices will previde a basis for repert
comparisens of ome school district's operatioms with that of anether
schoel district te discleee areas in which improvemeats im managerial
efficiency may be made. These publicuio:l of the Office of Educatiom
have been devised due to a felt need by school administrators for

assistance in the development of gemeral accoumting precedures and

lp, 8., Depertment of Health, Educatieam, aand Welfare, Office of

Education, m&m&mwg State
Bducatiomal Records Reports Series, Handbook I, (Washinmgtom, D. C.:

U. 8. Coverament Primting Office, 1953).

2y, s., Department of Health, Education, amd Welfare, Office of
Education, Financisl Accewating foy Schee]l Activities, State Educational
Recoxrds and Reports, (Washington, D. C.: U. S. GCoverument Primting
o0ffice, 1959).

3y. 8., Department of Health, Educatiom, and Welfare, Office of
Bducatien, 14 £ and $ 8c t , State
Rdwcational ) Reperts Series, Handbeok III, (Washimgtom, D. C.:
U. 8. Govermment Primting Office, 1959).

4y, 8., Department of Mealth, Rducatiem, and Welfare, Office of

Education, WMM- Bulletin 1939,
No. 23, (Washingtem, D, C.: U. $. Govermmeut Primting Office, 1959).
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metheds whick will impreve fimaacial mamagement.

Two nom~governmental growps concerned with educatiomal
accounting recerds have been working to provide help teo school
sdministrators with meaningful literature. Ome of these groups is
the Association of School Business Officials of the United States and
Canads which issued, in 1961, a statement of accounting principles
for school districts. This statement was subsequently published in
the April 1962 issue of Scheol Busimess Affairs.l The principles
basically follow the recommended accoumting primciples and procedures
set forth by the Natiemal Committecon Governmental Accounting which
were issued in September 1951 under the sponsorship of the Municipal
Finance Officers Association. Current practices snd thinking are
incorperated into the newly issued statement of accounting principles.

The other interested growp is the Committee on Public School
Accounting of the American Institute of Certified Public Accountants
(of which group the writer is a coumittee member) which has been
endegvoring since 1938 to develop a statement of accoumting and
reporting principles applicable to public schools. At its last meeting
in Chicago on May 7, 1962, the cemmittee decided to proceed with a
suggestion to issue a monograph om school finance directed toward an
understanding of scheool costs by the layman rather than to help the
school administrater dus to the help the administrator is already
receiving because of the consideradle literature ia the area of schoel

logficial ergan of the Assecistiem of Scheel Dusimess Officials
of the United States and Canada.
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tfinsmc 1@l accountiag. Literature by this committee om accounting
primciples and their application was deferred indefimitely. A
publication of the committee eatitled, 'Public Schoel Costs: Aa
Account ing Primer for Taxpayers,'" was released for priating in March
1963.

In 1960, Sam Tidwell, s member of the accountiag staff at the
Michigan College of Miming & Technolegy, published & beok om public
schoel fund accounting.! In a meeting at Houghton, Michigan with the
author 1in 1958, the writer was informed that this book resulted from
an efforxrt to apply generally accepted fund accounting principles to
school accownting, an endeavor which bhad not been previocusly attempted.
The publicstion has been W11 received and it is anticipated that it
vill be edopted as a textboek by numerous scheels. There is no other
book em the book merket dealing exclusively with this swbject. A
sreduate summer course in public school accewntimg wsing this textboek
is offered by this Michigan college currently.

The financial reporting aids which state departments of education
render ¢o gchoel districts is covered in a later sectiom of this work;
bhovever, it appears appropriate here to memtion seversl schoel business

BAnagement handbooks isswed by the State Educatisen Departmeat of New York?

lgem B. Tidwell, Public School Fund Accounti Principles a
Erocedyres, (New York: Harper & Brethers, 1960).
2The University of the State of New Yerk, The State Education

Depertmeat, School Busiggss Mepagement Hendbooks (Albeny, N. Y.: The
Univergity of the State of New Yerk, 1955-1956).
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to aid school administrators. These handbooks are especially well-
writtenn end comprehensive im their subject matter.

Handbook No. 3, Budget, prescribes recommended budgetary
proceduxes, and gives i1llustratioms of work sheets, accounting
systems , and pro forma budgets.

Handbeok No. 4, Aqgceunting and Reporting, contains 144 pages
of exce@ellent material on school fund accounting. It shows the necessary
forms for budgetary and encumbrance accounting, machine accounting, and
financ1 al reporting.

Handbook No. 6, ‘rraggmrtg‘tion, contains recommended methods
for recordiag costs and maintenance of school buses. Expense reports,
yearly recerds, smd cost analysis records provide such needed information
on bus egperational costs.

Handbook No. 7, Opexatiom and Maintenance, is the title of this
neteworxthy cost accounting booklet for the comtrol of plant eperatiomal
co8ts Lncluding a special treatment of work orders and job orders.

Handbook No. 8, School Luynch, prevides standard forms for the
Netiona) Scheol Lunch Program amd the Special Milk Program, purchasing
and requisitioning procedures pertaining to the lumch roem pregram, and
the use of foed inventory and accoumting records.

The remaining booklets deal with Responsibility (No. 1),
lsgvramce (Ne. 2), Purchases amd Stoxes (No. 5), Income (No. 9), and
w (No. 10).
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Periodical literature
Current periodical literature om gemeral scceuntiag for school

districts appears in several publications listed in the bibliography
to this manuscript. Perusal of these articles and comtinual reference
to these publications by the school administrator mey prove to be
very helpful to him.

In the Matioms Schools, Carmichaell recounts his experiences
in convertiag from "pen-aand-ink"” to machine accountiag for the eighteeam
public schoels in Muncie, Indiama. He states that there are two ways
to stay within the school budget: either te cut dewn on the quantity
or quality of the educational service rendered or to operate every
department with maximm efficiency.

Casey and Bogg? im the Americaa Schoel Beard state that at
Tarrytown, New Yerk gross inefficiemcies were eliminated through the
use of the cembination adding machine and typewriter-keybeoard accounting
machine. Procedures for machime imstallations, the designing and
selection of forms for machine werk, and many practical suggestions

are given by the authors based on their experiemeas.
At Wayne Township, New Jersey, the installatiem of an accoumting

machine which coet about $700 saved the cost of two salaries and was used

lporrest V. Carmichael, "We Switched to Machine Accounting aad
are Money Ahead,"” Nations Schools, (March 1954), pp. 108-112.

2100 M. Casey and Ridgley M. Bogg, ''Descriptive Accounting Machine
Operations for School Districts,"”" American School Board, (December 1954),
PP. 26-29. ‘
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for payroll and budgetary control. Demarestl describes the results
of this experience in the Movember 1954 issue of The School Executive.

Erviti2 recommends that educators should support and comply
with all recommendations dealing with the improvement of school
accounting, bookkeeping and business practice, but they should resist
suggestions by auditors which might curtail any part of the school
program.

Extracurricular funds accounting is the subject of a study
conducted by Ivins and Anderson.3 From their national study, three
patterns emerged:

8. Individual schools or school boards may account for these
funds in whatever manner they choose without interferemce or control
from either state law or the regulatory policy of the department of
education of the state concerned.

b. 8chools or school boards are required to conform to
provisions of a state law that establishes procedures for accouwnting.
c. 8chools or school boards are required to adhere to
provisions of regulatory policies determined by the state department

of education.

1Neal Demarest, "How to Simplify Your Accounting," The Schoo
Executive, (November 1954), pp. 56=57.

2James Erviti, "State Audits Could Weaken Local Control,"
Jhe School Bxecutive, (August 1953), p. 54.

3wilson H. Ivins and Helen I. Anderson, "Extracurricular Funds
Accounting in the Various States, Preliminary Report," National

Association of Secondary School Primcipgls, (March 1954), pp. 122-136.



19

A tabular summary (by states) of the precedures ia accoumtiag for
extracurricular funds was develeped by the authors to show the trends
prevailing in scheol districts.

A survey by the Rations g&nl on athletic fumds points out
that the national pattern of school athletic activities accountiag is
still nebulous. Good aceounting practice dictates that the financial
contrel of these fumds rest with the beard of education, and that the
related record-keeping be a part of the scheel district's gemersl
accownting system. The descriptive materisl on accowating procedures
is especially well writtea.

School cefeteria accoumtiang is the subject of am article by
Mowery.2 He describes the beeks gud the forms used iam a secoundary scheol
cafeteria which bad been develeped from their experiemee to meet their
particular needs. Second-year boekkesping studeats are given an
opportunity te keep these books. Swpervisiom is givea by the
bookkeeping instructor of the high echool.

Kilpatrick3 recoumends independent anmual awdits and lists
their advamtages to the school district. Om the other haad,

ljury Survey, "Practice and Theory inm Athletic Pends Accountiag,"
Nations Sgheels, (September 1958), pp. 70-71.

2. T. Mowery, "School Cafeteria Accownting," The Balance Sheet,"
(Jamuary 1952), p. 207.

3x. W. Kilpatrick, "Advantages of an Independeat Annual Audit
of School Accounts,' Proceed of ty-Efighth tion,
(Evanston, Illimois: Association of ool Business Officials of ted

States and Canada, 1952), pp. 80-85.
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Normanl points eut present wesknesses in scheel audits ecd makes

recomnendations to correct these inasdequacies by the adoptien of &

medel state schoel audit statute. He states that twelve states

(Arisena, Illimeis, Kansas, Michigan, Minmeseta, Mississippi, Miseeuri,

Nebraska, Nevada, Oklahema, Seuth Carelina, and Texas) have mo state

laws requiring the auditing ef lecal scheel district fimancisl accewnts.2
Three articles describe the use and sdvantages of the Office

of Educatien financial acceunting hamdbeek. An editerial im Scheel Life 3

details the ameount of werk that was speant by variews greups in the

drafting of the handbeek. McElligetté gives s condemsed but imterpretative

versien of the handbeek while Reasen’ explaias the wses of the handbeek

threugh a very illwminative paper presented at the 1956 cenvention eof

the Asseciatien of Scheel BDusiness Officials of United States end Canada.

Reasen® centinues his centributiem te scheel aaceunting literature

lLeyal V. Nerman, "A Medel State Scheel Awdit Statute,”
Ihe Scheel Executive, (March 1934), p. 71.

2\ gurvey of the gemeral sccewmmting framewerk im Chapter IV
showed that at the preseat time feur of these states have passed laws
requiring the auditiag of lecal schoel district aceeunts.

3rditerial, "Fiasmeial Accounting for the Natien's Public
Schools," Scheel Life, (Octeber 1955), p. 7.

4Jeseph McElligett, "Hamdbeek for Scheel Accewntants,"
Nati g8, (Nevember 1956), pp. 90-92.

3paul L. Reason, '"New Finamcial Accewntiag Handboek,"

Preceedings
ﬁmmw. (Evansten, Illineis: Asseciatien
of School Business Officiale of United States and Cuneda, 19356), pp. 132-

136.

6Paul L. Reasen, "Clearing Acoevuts Preclude Deceptive Scheel
Costs," Natiens Scheels, (August 1956), pp. 49-50.
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by his authorship of two srticles on the use of clearing accounts.

In his first article, he shows hew artificial balloening ef receipts
end expenditures can happean, and how it can be sveided through the use

of clearing acceunts. HNe itemizes transactiems where duplicatien of

receipts might eccur and discusses the chances of error. His secend

articlel shows the use of four additional clearing acceunt operatiems:
materials purchased for resale, purchases and sales of securities,
abatemsnts, and interfund transfers.

Tidwel12 gives his opinion on the need for fundamental schoel
fund acceunting trainimg fer the scheel executive. He decries the lack
of preperly trained persemnel fer scheel fund accounting and analyszes
the courve offerings in this type of traiming in graduate schoels eof
education. Ia his opinien, traditional accounting ‘couraeo are too
aarTowly business while goveramental accounting courses cever city,
county, state, and federal levels. His recemmendation is that the
public scheel systems can gain for themselves the seme accounting
sdvantages that sre presently enjoyed by ether areas of public
service through the development of formal courses in scheols of
educatienal business administrationm.

lpaul L. Reason, "Costs May be Lower Than You Think," Nations
Schools, (July 1958), pp. 50-51.

23am B. Tidwell, "Fundamental Scheol Fund Acceunting," American
Schoe] Bosyd, (May 1957), pp. 134-137.
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McLachlan! sdvocates that each school system should install
en sccounting system te meet that particular school's needs and Spitser?
suggests an sccounting system that meets the meeds of a secendary scheol.

Babeockd writes abeut the preblems in the acceunting and reporting
of public scheel funds in his master's thesis submitted to the Graduate
Scheool of the University of Oregen. He reperts that "less than satisfactery"
accountiag is mest prevaleat in the smaller scheol districts due te
inadequately trained persemnel, large empleyee turmover, insufficient
equipment, and use of part-tims workers. He advocates centralized
scceunting recerds for these small scheel districts.

Whitlock? states that as of Jume 1960 twemty-twe of the fifty
states were collecting in etandard form less than one-half ¢f the items
ia Handboek I of the Office of Educatiem. PFerty of the forty-six states
receiving Federal funds under Sectiem 1009 of Title X of the Natiemal
Defense Education Act were putting iate use the standard classificatiens
recommended im Hamdboek II but their efforts "ranged frem a mere
begimning te substantial acecemplishment." This difficulty is caused,

sccording te the auther, by the failure of Handbeok II to previde feor

1z, u. McLashlan, "Designing Yeur Acceuating System te PFit Your
Keeds," Preceedings of the Fertieth Aanual Couventien, (Evamston, Illinois:
Asseciation of Scheel Business Officiale of United States and Canada, 1954),
pp. 85-90.

2,, Spitser, "Suggested Beekkeeping and Acceunting System fer

Secondary Scheels,” United Business Educetion Ferum, (December 1950),
PP. 30-31.

32enald k. Babceck, "Preblems in the Acceunting and Reperting
of Public Schoel Funde,™ (wmpublished master's thesis, Graduate Scheel,
University of Oregem, 1938).

4James W. Whitleck, "Fimancial Acceunting," Schesl Life,
(Jume 1961), pp. 18-21. -
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an adequate functiom-ebject cediag system. S8chool districts using
bookkeeping machines and date-processing equipment find it necessary
te change sub-accoeunt letter designatiens te decimals, to devise new
scceunt numbers, and te rearrange the sub-acceunts.

Lack of adequate staff te maintaia preperty recerde is the
reason that Bandbook II1 is not adopted more widely by schoel districts
accexdiag te Reberts.l Only two state and three local schoel systems
use completely the property accounts that are defined and classifled
in the Handbook. Under Title X of the National Defense REducation Act,
funds for the improvement of records of local, state, and national
school systems are provided. Reports from the states using these
funds indicate that several statee are plming.to use these accounts
in the near future. The author states that the way to start on the
adoption of property accounting methods is to:

a. make a fermal decision to use the Handbook;

b. develop a plan of organization;

c. develop a pregram of operating activities; and

d. develop an evaluative program.

The personnel training problems which present themselves when
a change to automatic accounting equipment takes place is reviecwed by

Saathoff.2 He outlimed the work necessary to convert to automation at

1Charles . Roberts, “Why Preperty Accownting?" Scheol Life,
(September 1961), pp. 21-25.

2Addtoen B. Saathoff, "Autemation in Sehoel Acceunting,"
American Scheel Beard, (March 1961), pp. 17-19, 48.
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Oakland Public Scheels, Oakland, Califormia where he is comtroller.
This school system has 65,000 pupils in average daily attendance
and empleys appreximately 4,500 employees, ineluding part-time and
temporary vorkers. Te make the change, they bhad te prepare in excess
of 60 separate prograns invelving mere than 8,000 instructiens te the
computer. The transition took ene and one-half years. In this system,
the aceounting responsibility rests with the data-precessing staff,
net with the accounting department. Jeb cest information, special
detailed cost ledgers, budget, persemnel infermstiem, general ledger
contrel, expenditure ledger, and warehouse inventory cemtrol are
prepared with the new date~-precessiag machinery.

James J. Smith,l clerk-treasurer of Willeughby-Eastlake City
Scheol Digtrict, Willeuwghby, Ohie urges scheel districts to imvestigate
sutomatioa because of the benefits which these machines offer.
Empleyees are rekmed from clerical work te perferm more impertant
functiens of education and detailed informatien is mere readily
asvailable. He was net certain that the installatien of automation
equipment would reduce school costs. This scheel district's
enthusiastic adeptien of sutematic data processing machines is
evident in that they developed a program te train techaicians
in dsta precessing.

William M. mu:,l directer of cemstructien and maintenance,

Inyorkable Ideas for School Businessmen," Natiens Schoolg,

21p44., p. 88.
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Pheenix Uniea High Scheels and Cellege District maintains that the
saving in laber cests which is imherent in data precessiag installatiens
vill be abserbed by the labor meeded to prepare the data for the
cemputers in the area of cemstruction and maintensnce.

A. F. 0'Rearn,l directer of purchases, Chicago Public Bchoels,
claims that data precessing precedures sheuld be extended to the
purchasing functiem.

Cest Acceunting Literature

Cest accoumtimg literature teday is available enly in periedical
form and in small segmented portiens of the various general acceunting
publicatiens considered earlier in this chapter. Therefore, this section
will survey receat pori\odical literature in the field ef school cost
acceunting.

Amoung the suthers whe cencern themselves with scheol cost
accounting recerds, Gltjo‘ ferges ahead with am advocatien of a system
of cost acceunts, and the allecatien ef indirect cests to product

(direct) cests. HNis thesis is centained in the fellewing chart:

llbgbg ’o ,zo

2Geerge H. Gatje, "Let's Revise Our Schoel Acceuntimg System,"
Ihe Scheel Execytive, (April 1955), p. 56.
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INDIRECT
COST ACCOUNTS
A General Centrel 0
Buildings and Grounds
Transpertation
T Cafeteria H]
DIRECT COST ACCOUNTS
Elementary Rducatien
o Secendary Education T
Adult Education
Community

Figure 1. Gatje's allecation ef costs.

Bi11l states, "Cost data is significant, net in relation to
profit making, but only in establishing and improving comparative
levels of local operating economy and efficiency.”" Criteria fo; the
selection of a specific type of equipment to meet a local situation is
given by this author, and he prevides comparative studies of acquisition
coots with rental costs and cemparative costs of typewriter-adding-machines
wvith cash register and punch-card machines.

Analyzing school cafateria costs is the study cenducted by
Prate? at the Unified Schoel District of Sen Jose, California.
Cemparative operating cests at thirty-ome school cafeterias are arrived
at tfireugh the use of 1o-uy' printing calculaters, an essy machine on

which to traim clerical employees.

lprederick W. Hill, "Machine Accownting, When and Why," American
Schoel Beard, (March 1952), p. 40.

2pormm U. Pratt, "Cost Analysis for Scheoel Cafeteria," Systems
for Educators, (September-October 1959), pp. 11-12.
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'uylot1 advecates machine accoumting utilization fer
appropriations, revenuss, payrolls, and accounts payable records.
She states that meet scheol districts of over 150 employees might
well investigate possible economies through the mechaniszation of
payroll and budgetary accoumting proecedures. She feels this is
particularly true {f encumbrance aceounting records are maintained.
Conducting a study similar te that dome by Taylor, as mentioned
in the preceding paragraph, Bermath? in his doctorsl dissertation
submitted to the University of Washington, states that beneficial
uses can be secured from machine payroll operations only if at
least 216 employees are empleyed in schoel operations. He presents <
recommendations relative to costs, methods, and results of present
machine and manual bookkeeping practices. He notes that the work
volume should indicate that the mechime will be used & minimm of
207 of the time before initial installation of & machine is contemplated.
Davies’ advocates that the computation of per-square-foot or
per-cubic~-foot costs of buildings should be supplemented with area/use

analyses or time/use analyses for proper cost determinatiom.

lperbara Taylor, "Machine Accounting in Small Scheol Systems,"
Amazican Scheel Besrd, (March 1954), pp. 47-48.

2Llcweuyn Laurence Beruath, ''Payrell Purchasing and Budgetary
Coantrel Precedures in First Class School Districts in Washingtem,"
(umpublished E4.D. dissertatiom, University of Washimgtem, 1957).

3Williem Devies, "Cost Analysis Should Censider Time as Well as
Space,” The Scheel Executive, (October 1953), p. $6.
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Summary

The literature indicates that there is a great deal of interest
in secheel accownting by varieus groups and authers. The survey shows
that the preblems im schoel acceunting are well known; that numerous
individual solutiens are offered; and that recommendations for improvements
are rampant with authore.

The general aceounting publications fer school districts ingathered
by the source of the literature appears as follows:

a. GCevernmental publications by Federal and state units.

b. Non-governmental publications by the Association of Scheol
Business Officials of United States and Canada and the American Institute
of Certified Public Aceountants.

¢c. Ons textbook on public school fund accounting.

d. Artiecles in various periodicals, such as American School

Beard, The Balauce Sheet, Nations Schools, Scheol Business Affairs,
Ihe Schee]l Executive, Sghoe]l Life, Systems fer Fducatoxs, School and
Cowmnity, etc.

Current interest in the aspects of general accounting preblems
is fecused mainly em the follewing topice:

a. Adeption of general acceunting terminelogy standardizatiom.

b. Data precessing machine installatiems.

c. Aceownting fer special funds.

Ceet acceuating literature is available enly in periodical form

and in sections of the varieus general acceunting publicatioans. In this
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review of aceoumting literature, the general acceunting material
exceeded the cest aceeunting material by five-fold which is indicative
of the paucity of cest sccewntiag literature.

Intersst in cest secountiag centers on the fellewing topics:

a. Automatic equipment for cost information processes.

b. Cest allecatiemns.

c. Cemparability ef cest studies.

The survey of the literature indicated that there is a great
deal of interest in school accounting by various greups and authers
at the present time. Hewever, less interest is evidenced by authors
in cest accewnting for scheel districts. The neced for & comprehensive
publication on cost acceuntiag for school districts is apparemt in this

review of the literature.



CHAPTER III

STAGE I - COLLECTING AND REPORTING DATA REGARDING
THE OPINIONS OF SCHOOL ADMINISTRATIVE PERSONNEL ON
THE DESIRABILITY OF COST INFORMATION
In order for a school district to feel the meed for cost studies,
the volume of financial transactions should be large enough to cause a
feeling of inadequacy with the general accounting recerds due to their
collective rather than analytical nature. If the amounts in the acceunt
classifications become large, or if the volume of fimamcial tramsactions
is constantly increasing, it becemes desirable te determine
how and why these costs occur,
to which objectives they are related,
the reasonableness of these costs,
the cost curves for certain educational products,
the anticipatory costs of future educationsl aime,
how costs compare with other school districts or with
historical costs,
the allocation of variable costs on am equitable basis, etc.
The importance of cost studies such a; these to schoel district financial
management wvas the basis for imvestigation im this study. The first stage
of this study imvolved a survey to determime if school sdministrators made
use of cost records, amd if there is & felt meed for such recerds by schoel

district officials in selected districts in the United States. The survey

30
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invelved a mail questienmeire based on a stratified sample of scheol

districts in the United States.

The Random Sample

Stratificatien of the sample according to states, and then

counties, was decided in order to insure an unbiased sample. The

following publications of the Office of Education were used to select

the random sample:

tigtics of State School Systems:

) 2§ es -
Statistics ef City Sc Syst
Einasces - 1933-54.
ien Di - 8-59 -

sation, Staff

: _Staff, Pupils 4

Cities.

The Office of Education divides the number of school districts

in the United States into feur geographical areas.

Table 1. Tetal scheel district pepulatien ef S50 states and outlying

parts of the United States.

Region Tetal Population
Nertheast 7,248
North Central 462,418
South 6,670
West 6,633
Outlying Parts of the United States 35

TOTAL

63,004
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Scheels not eperatiag & schoel program and ome-teacher schoels
are net included im the sampling of the total populatien. A schoel
district sheuld be of a sufficient sise in order to have the necessary
volume of finamcial transactions which would lend themselves to costing
procedures befere there is & need te amplify the general accounting records.
There weuld be ne need for a one-teacher schoel to censider the additien
of cest recerds to those records which they are already required to
saintain te comply with the law. Accordingly, scheels net operating a
scheel pregram and ene-teacher secheols are eliminated frem the total

population to arrive at the pepulation used fer saempling in the survey.

JTable 2. Total pepulation used in the survey.
k- _ _________________________________________________
Tetal Scheol District Schoels One-Teacher Tetal Population Frem

Pepulation of 50 Operating Schools Which Sempling Was
States and Outlying Ne Drawn in the Survey
Parts of the U. S. Program

63,004 7,351 43,787 11,866

The random sample comsisted of 2% (233 school districts) of .the tetal
pepulatien of 11,866 school districts dus te time and cest limitations.

The sample was otratified by states and by ceunties.

atificat b t
Stratification by states equalled 207 of the total states, or

10 states, selected by counting every 5th state shown in the geographical
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classifications om page 39 of Statistics of State Scheol Systems:
ti Staf i1 Pi - =54 which happens

te fall as follows:

Table 3. Stratification of sample by states.

Tetal Scheols One- State Population
Number of Operating Teacher From Which Sempling
Regions and States 8chool Me Schools Was Drawn in Survey
Districts Program
Nertheast -
New Jersey 558 28 12 518
Nerth Ceatral:
Il1linois 2,480 - 772 1,708
Minneseta 4,752 1,468 2,831 453
~ Seuth Dakota 3,383 929 2,775 (321)
Seuth:
Flerida 67 - 119 ( 52)
Mississippi 971 - % 1,088 (117)
Texas 2,045 92 193 1,760
*Ro information available.
West:
California 1,973 36 410 1,527
Nevada 176 11 84 81
Wyoming 298 30 347 ( 79)
TOTAL 16,703 2,594 8,631 5,478

Selectien of 233 schoel districts (due to a limitation of 17
county-unit school systems in Nevada) frem the state stratification of
5,478 schoel districts equals 4.3% of the state population. As seme
school districts operate mere than ene one-teacher scheel, the number of
One-teacher schools exceed the total number of scheel districts in the

States of Florida and Wyeming in the preceding table.
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The selection of state stratification was resolved due to the
weight which should be accerded to state regulations governing types
of schools. As state laws govern the type of school district accounting
within their jurisdictiem, it follows that if scheool district distribution
in the United States were used without regard to state distributiom
whatever, the sample would be weighted in favor of certain types of
state schoel districts as scheol districts are more populous in some
states than in others. Therefere, the sample is drawm proportionately
from each state listed in Table 3, 1. e., 24 school districts from

each state (except Nevada), which are selected on a random basis from

the school districts listed ia t D ory - 1958-1959 - Countie
and Cities.
at t ti

The selectien of 24 school districts withia each of 10 states
is further stratified by counties. Yor example, Illinois lists 102
counties; therefore, every 4th county listed in the Education Directory
wves selacted. In each of these ceunties, one school district was
selected by assigning numbers to the schoel districts within the county,
and drawing these numbers at random. In Nevada, the coumty-unit system
is in use and, comsequently, the sample included the emtire 17 counties
in this state.

Mailed questiomnaires were sent to a sample of 233 schools
as showm in the listing im Appendix A. In sixteen schoel districts,
twe questiomnaires had been mailed; one to the superintendent in charge
of the elementary schoels and eme te the superintendeat in charge of the
secondary schoels, making a total of 249 mailed questiennaires. Second
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and thixrd requests were mailed in some instances making a total of
385 msiled letters. The first of these requests was mailed in

October 1959 and the last reply was received in Pebruary 1960.

The Questionnaire

The questionnaire explores the basic features of the accounting
structure through questions which lead the respondent from an initial
consideration of the gencral acceunting records to am expression of an
opinion on the desirability of cost accounting information. The
reaction of schoeol administraters to a sequential development of the
importance of cost accounting records was the determining factor in
the placement of each question.

The questiemnaire was tested durimg the School Business
Officials’' Workshop held at Michigan State Umiversity during July 1959.
Each point on the blank was discussed with members of a problems
discussion group. The grewp unsnimously appreved the questiomnaire.
The questionnaire and covering letter, and a follow-up letter are

shown in Appendix A.

Procedures for Statistical Analysis
The amswers to the questions om the returned questioanaires
were tabulated om IEM cards by the Michigem State University Cemputer
Laboratory for processing on the MISTIC Computer. The writer test-
checked the tabulation of the information shown om the IBM cards te the
questiomnaires through a 10% random check. No key punch errors were
discovered. Based on this anditing procedure, it can be assumed that

the cards were correctly punched.
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The MISTIC Digitsl Cemputer computed the product mement
correlation, the varisace-covariances, means and standard deviations
for each variable showa in Table 4 om the succeeding page, as programmed
on Library Routine K11-M(C) dated July 20, 1961. The tape produced by
the computer was processed through a primting machime which showed the
correlation matrix (triangular) in the firet colummn, the covariance
satrix (triaagular) im the secend celwmm, then the means and the
standard deviations printed in two parallel columms. The triangular
matrix preduced by the printer showed the coefficieat of correlation
of variable 1 to 1; 1 to 2, 2¢t0 2; 1 to 3, 2 to 3, 3 to 3; etc.
There was ne attempt made to check the computatiomal accuracy of the
KISTIC. It is presumed that the technical staff at the Laboratory
assumes this regponsibility.

No amalysis of the standard deviations, variamces, or
co-varisaces of the sample is contemplated. These statistical
tools are not used in this study, except for their use in the
computation of the coefficient of correlatiom, because it is felt
by the writer thet the time which would be spent on the expansive
task of analyzing these measures of variability fer the 23 variables
included im the questionnaire is not warranted for the results which
night be obtained.

The coding of the material on the questionnaire in 79
columns of 80 available columms oa the IBM card assigned the
follewing positions to the variables. These positions will be used
to identify each variable in the study.
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Table 4. Idemtification of variables used in the study.

Dascription of Variable Position

Elementary schools - Number of schools

Elementary schools - Number of teachers

Secoundary schools - Number of schools

Secondary schoels - Number of teachers

Commmity colleges - Number of schools

Commmity colleges- Number of teachers

Elemsntary and secondary - Jumber of schools

Elementary and secondary - Number of teachers

Elementary, secendary, and community college - Number of achools

Elementary, secondary, and community college - Number of teachers

Secondary aad commumity college - Mumber of schoels

Secondary and commmity college -~ Number of teachers

Average daily enrollment

Annual per capita costs

Number of gemeral accounting records in use

Number of cost accounting records in use

Types’ of mechanical equipment available

Number of employees assigned te duties of a bookkeeping nature

Types of msthods used for averaging expenditures

Questions:

1. Do you have cost approximations on the teaching of certain
fundamental subjects (swch as spelling, handwriting, physics,
etc.) to each student ia your system?

2. Do you have cost spproximations om the cests of nou-teaching
items (such as study hall supervision, library services,
guidance, etc.) to esch student in your system?

3. Do you have your employces (administrative, imstructiomal,
clerical, custodial, etc.) keep time reports on all time
worked by them?

4. Have you ever felt that imformation of the above type
would be useful {n discuseions of school expenses with
P. T. A., faculty, or citiseas' groups?

VO NEWN -

20

21

22

23
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Due to the limitation of 80 celumns om the INM card, a
"yes" answer was indicated by the mumber "1"; a "no'" amnswer was
imdicated by the mumber "2" om each of the last four questions.
Thus, the computer showed the ceefficient of correlatiem of all
of the variasbles in the survey with the predeminating answer to
the last feur questions. These predomimating amswers are important
in the discussions en the significamce of the coefficients of
correlation between the variables which is presented im the section
on findings. The predemimance of either answer to the interrogative
variables is shown im the follewing table.

Table 5. Predominance of affirmative and negative answers to
interrogative variables.

Perc a8
Varisble No Predominating
Total Yes Ne Response Answer
20 180 5 17 4 No

100.0% 2.8% 95.0% 2.2%

21 180 15 161 4 No
100.0% 8.3% 89.5% 2.2%

22 180 27 147 6 Neo
100.0% 15.0% 81.7% 3.3%

23 180 9% 74 12 Yes
100.0% 52.2% 41.1% 6.7%
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ficient o rrelati

"Cerrelation may be defined as the amowmt of relatiomship
between paired facts er of the tendency of two or more variables, or
attributes, to ceacomitant v.rution."l If the correlation is positive,
then if ome of the variables increases, se does the other; if the
correlation is negative, then 1f one of the variables imcreases, the
other variable decreases. If they increase together, the measure
is shown as +1.00 for perfect positive relationship through .00 for
aone or pure chance; if one variable increases as the other decreases,
this can be shown as -1.00 for perfect negative relatiomnship. The

simplest form for showiag the coefficieat of correlatiom is:2

re= _J;;
N
when
r means coefficiemt of correlatiom
B means the sum of (Greek symbol)

x means the deviations of x variable
frem its mesan

y means the deviatiens of y variable
from its mean

Ox means standard deviation of x variable

oy means standard deviation of y variable

1c. w. odell, oductien t tional Statistics,
(New York: Prentice-Hall, Inc., 13&5, p. 104,

21pia., p. 107.
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The symbol r is sometimes called "coefficient of linear correlation"!
or Peareson r after its author, Karl Pearsom.
The Michigan State University Cemputer Laboratery describes the
following formula in its imstructional material for the library routine

which was used in this otudy:z
EX-X) (Y-T)
Ty " [ x-%)2 x(y-DHI/2

when
Txy means the product moment correlatiom coefficient
E means the s of (Creek symbol)
X means & gross score or measure of a variable
Y means a gross score or measure of a variable
X mesns the mean of a sample
Y means the mean of a sample

1/2 means square reot

In machine work for computational convenience, the formula is changed
to show gress scores instead of the deviations because there is ne need
to keep the numbers small and rounding errors im division and square
root are performed as late as possible in the process, thus, the

MISTIC Computer used the following formula:

lRelen M. Walker and Jeseph Lev, Statistical Inference,
(New York: Henry Bolt and Company, 1953), p. 233.

21b4d., p. 233.
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s EXY - EXEY

Txy = ( foxx? - ®0)Z] [feEv? - (xV)27 )1/2

when
Ixy means ths preduct mement correlation ceefficient
o means the sample size
E meeans the sum of (Greek symbol)
X means gross score or measure of a variable
Y means gross score or measure of a variable

1/2 means square root

8 ing errors

Generally, it can be aseumed that the distribution of random
errors has & negligible effect if the sample is large (that is, the
positive snd negative errors temd to balance each other). A large
sample occurs vhen the number of cases in a sample is 30 or wore.l
As the number of cases in this survey is 180, the following formula

may be used to find the standard e::-tor:2

1

when

0 means standard error

r means ceefficient of correlation
2 wmeans square root

N means number of cases in a sample

1/

l1bid., p. 251.

21p4d., p. 252.
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thus, 1

(180-1)1/2

_
(179)1/2

1
13 "

= .0746

If the true stendard error in the populatiem is .00, then the
standard error in this study due to random errors is .0746, indicating
that the stated values of the coefficienta of correlation obtained in
this study are within .0746 of their true value. For example, dividing
the coefficient of correlation of Variable 23 to Variable 22, which {s
positive .1989 (according to the findings), by .0746 gives 2.67, the
value of the coefficient in terms of its standard error. Reference to
a table of normal curve!l showing heights, areas, and corresponding
ratics of areas of a normal distribution correspending to standard
deviation or error units indicates that the chances are about 263 to 1

that s value of pesitive .1989 or more would not be obtained.

loden, op. cit., p. 259.
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The Findings

The results of the survey are presemted as: (1) interpretative
considerations, (2) summarizatioms, and (3) statistical analyses.
Supplementary material imcludes a follow-up study, a report of personal
iaterviews, and an examination ef the interrelations of the variables

in this study as a source for answers to pertineat questions in the

field of school district accounting.

Interpretqtive copsiderations

In order for the reader to view the fiadings im their true
perspective, it is necessary to show: (1) the weight of the various
schoel district sizes sampled in the survey, and (2) the effect of the
computation of the means on the resulting computatien of the ceefficients

N\
of correlation by the MISTIC Cemputer.

of the vario [ district sizes sampled in the survey.
The questiomnaires which were returmed by the 174 school districts were
sumariged by city population groupings to indicate which population
group has the greatest determinate weight im the results of the survey.
Table 6 on the succeeding page shows that approximately 55% ef the
- scheol districts (exclusive of cownty-umits) which cooperated im the
furvey represent population greups of less than 5,000 inhabitaants;

approximately 75% represent city pepulations of less tham 10,000
inhabitants.
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Table 6. Varieus schoel district sizes sampled in the survey.

City Population

Regions Less 2,500 5,000 10,000 25,000 100,000
and Total than to to to to or
States 2,500 4,999 9,999 24,999 99,999 Over
Rortheast -
New Jarsey 14 - 7 4 3 - -
Morth Central:
Illinois 20 3 4 8 2 2 1
Mimnesota 23 2 8 6 S 2 -
Seuth Dakots 15 9 3 - 2 1
Seuth:
Florida (16 county-umits not included)
Missiseippti 13 7 4 - - 2 -
Texas 18 2 5 7 3 - 1
West: |
‘California 19 3 6 2 5 2 1
Nevada (14 county-units not included)
Wyoming 22 5 11 1 4 1 -
TOTAL 144 31 48 28 24 10 3

PER CENT OF TOTAL 100.00% 21.53% 33.33% 19.442 16.67% 6.947% 2.09%

Note: 30 questionnsires from county-units
are not included.

Rffect of the cemputatiop ¢f the means on the resulting computatiem
of the ceeffict of correlat by the MISTIC utey. The means

(everages) computed by the MISTIC Computer are lower in all cases because
the computer used the tetal mnumber of returned quedtionnaires (180) as the
diviser without taking inte account those cases where no response was
indicated. Technically, with standard pregramming there i{s no other
mathed available to the researchsr for cemputing meams with the uge of the

@lectronic machime.
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The sverages shown by the MISTIC Cemputer and the averages
developed by the writer appear in Table 7. Based on the evidence,
it may be assumed that sll the coefficients of correlation reported

in this study are lower than actual.

Table 7. Cemparisem of averages cemputed by the MISTIC Cemputer
and by the writer of selected items on the questionnaire.

Average C ted by: Number of
Item Questionnaires
MISTIC Writer Bearing
No Response
Average daily enrollment 4,165 4,322 7
Annual per capita costs $345.60 $358.91 12
Number of general accounting
records maintained by
reporting units 8 9 k3
Number of cost accounting
records maimtained by
reporting unite 2 3 34
Types of mechanical equipment
available 2 2 1

Number of employees assigned
to duties of a bookkeeping
nature . 3 4 7
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Swmparigetions

Summaries of the amswers to the questions by respendents
participating in the survey sppear im Tables 8 through 13. The items
summsrized imclude number of replies returmed, types of educational
programs offered by the sample, gemeral accoumting records used by
reporting scheol districts, cest accowmting records im use by
reporting scheol districts, metheds of averagiang expemditures, and
types of mechanical equipment used by the respendents. Tsbulation
of the affirmative and negative amswers to the last four questions
on the questiommaire is shewn in Table 5. Cemments placed on the
questiommaires are classified affirmatively and negatively with
respect to the desirability of cost information and are identified
by states only.

Some errers and imaccuracies by the respondents im completing
the questionaaire became obvious to the writer during the compilatien
of the summary figures. Some of the errors probably arose from
insdequate knovledge by the respomdemts relative te acceunting
terminology and accoumting recerds. The questiemmaires were partially
completed in some cases. It is felt by the writer that portioms were
left incomplete because the respoadents did not have the figures
available or they were not able to develop them. Gross errors were
completely thrown eut and mot used im any way. Instances of gross
errors occurred ia such cases as the reperting of the ammual per capita
coste at $6099 in a Califoraias school district, $5.00 im an Illineis
scheel district, and $2.79 im a Flerida district.
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There was cooperativemess and imterest showa om the part of
the respondents in the returaing of the questiommaires and inm the
completing of the detailed questiems. Many of the respondeats noted
that they were leeoking with interest teward the fimal results of the
survey. In all cases, the questiemmaires had been sent to the
superintendeat of scheel in the school districts amd to the county
superintendeat of schools where the county-unit system was im use.
Rowever, amswers were received frem individuals with a wide raage of
title descriptions, vis., clerk, director of research, ceunty super-
intendent, directer of business affairs, secretary te superintemdent,
business manager, general supervisor, superintendent, bookkeeper,
‘diotrlct secretary, etc. The requests, replies, and per cent of

replies returned are shown in Table 8.
L Y

Table 8. Requests, replies, and per cemt of replies returmed.
—_—— ]

Wumber MNumber of Per ceat of
Regions and States of Replies Replies
Requests Returned Raturned

Northeast - New Jersey 24 14 58.3%
North Central: Illinois 24 20 83.3
Minnesota 24 23 95.8
Seuth Dakota 24 15 62.5
South: Florids 24 16 66.7
Mississippi 24 13 54.2
Texas ’ 24 .18 75.0
West: Califormia 24 19 79.2
Nevada : 17 14 82.4
Vyoming 24 22 91.7

TOTAL 233 174 74.62%
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Tabulation of the 180 questionnaires from the printed IBM
listing of the imformation received from the 174 participating scheol
districts disclosed that these districts offer the educational pregrams
shown in Table 9. The informatiom is given im the order shown on the

questionnaire.

Table 9. Types of educatienal programs and aumber of schools and
teachers in these claseifications.

Number of Number Number
Type of Educational Program Clasesifi- of of
ations Schools Teachers
Elementary only* 49 23.3% 523 28.1% 4,487 14.1%
Secondary omly 29 13.4 64 3.4 2,271 7.1
Cemmmunity college only 1 5 2 .1 29 .1
Elementary and secondary 119 S56.4 989 53.3 18,342 57.6
Elemeatary, secondary and
commmity collegew 11 5.4 276 14.8 6,459 20.2
Secondary and commmmity
college 2 1.0 6 .3 263 .9
TOTAL 211 100.0% 1,858 100.0% 31,853 100.0%

* One school district is listed in the number of schoels
but no figure was given for the number of teachers.
The daily average enrollment (either average daily attendance or
average daily membership) for 173 returns showed a total of 747,705 pupils
or an sverage of 4,322 pupils per reporting unit. Seven of the question-

naires failed to shew this inforwmation.
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Aamual per capita coets for 158 reperting umits showed s total
of $56,707.52 or an averags of $358.91 for the school districts reporting
this figure. Twelve questiomnsires did not show this information. Per
capita costs ranged from a low of $45 for a "separate' school district
in Mississippi to a high of $693.19 in a New Jersey tewnship school
district.

The general accountiamg records used by reporting schools are
shown in Table 10. The average nwmber of records maimtained by each
unit is approximately 9. Netations on six ef the returns indicated that
seven of the school records were kept in the county offices for the

schoel district.

~

Table 10. General accounting records used by reporting units.

Type of Recoxd ¥umber Per cent
Veucher registers or disbursement ledgers 169 11.27%
Cash receipts jouraals 163 10.8
8chool lunch records 161 10.7
Payroll journals 150 10.0
Student activities records 145 9.6
Individual earnings records 142 9.5
Petty cash records 126 8.3
Revenue ledgers 102 6.7
Bond registers 98 6.5
Appropristion or emcumbrance and expense ledgers 91 6.0
Insurance registers 83 5.5
Property ledgers 53 3.5
Note registers 17 1.1
Other (general ledger, veader comtrol ledger, etc.) 10 .6

TOTAL 1,510 100.0%
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Cost accounting records inm use by 146 reporting units total
only 421 records as shown by Table 11. The average number of cost

accounting records used by each unit is approximately 3.

Table 11. Cost accounting records used by reporting units.

Type of Record Number Per cent

Transportation cost analyses 129 30.7%
Payroll allocation schedules 116 27.6
Cafeteria costs analyses 9% 22.3
Expense allocation schedules 55 13.1
~ Jeb cost ledgers 2 5.7
O;her (instruction, coet per school, attendance) 3 .6

TOTAL 421 100.0%

Schoel employees in the 173 reporting units totaled 625 persouns,
which indicates approximately 4 employees for each unit. These employees
kept a total of 1,931 bookkeeping records. Maintenance of certain
bookkeeping records involves more time than is spent on other bookkeeping
records, so there is no basis for any statemeant involving the number of
records kept by each employee.

The methods of averaging expenditures in use by 163 reporting
schoel units is shown in Table 12. Seventeen units, or 9.4%, did not

respond to this questien.
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Table 12. Methods of averaging expenditures.

Methed Used Nusber of Per cent
Respondents

Per pupil umits 143 79.5%
Weighted elementary classroom unite 6 3.3
Grade or course umits 4 2.2
Other 10 5.6
TOTAL REPLIES 163 90.6%
No respomse 17 9.4
TOTAL QUESTIONNAIRES 180 100.0%

A total of 383 types of mechanical equipment was reported by 179
r‘ecpondenu as showm by Table 13. The tabulatiom discloses that an average

of 2 types of mechanical equipment was available to the school districts.

Table 13. Types of mechanical equipment used by reperting umits.

Type of Machine Number of Per cent
Respondents
Adding machines 176 46.0%
Calculating machines 122 31.9
Beokkeeping mechines 63 16.4
Data processing equipment 10 2.6
Other (Verifax, Thermefax, Addressograph, etc.) 12 3.1

TOTAL 383 100.0%
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Fo request was made te indicate the number of each type of equipment
svailable te each reperting unit. Omly those machines which could be
utilized im accounting werk were listed in the questiomnaire. No
attempt was made to request imformation on other types of office equipment,
such as typewriters, mimeographs, spirit duplicators, etc. Districts which
reported the availability of data processing equipment were:

San Diege, Califormia

Cerpus Christi, Texas

Clark Couaty, Nevada

Fert Myers, Florida

Waynesboro, Mississippi

Santa Ana, California

Austin, Minnesota

Millburn Township, New Jersey

Breward Coenty, Florida

Mission, Sowth Dakota

- Twenty-seven respondeats placed comments on the questionnaires

indicating affirmatively or negatively their reaction to the desirability
of cost studies. These comments are identified by states omly.

Affirmative comments. The affirmative comments were as follows:

This information would be useful te the superintendent and
board of education im future plams.--Illimois.

We prepare special subject ares reports from time to time
for the purpose of re-evaluating our services.--Texas.

Probably, if understoed.--California.

Occasionally.--Califoruia.

We are gradeually geiamg to mere breakdowams.--Illinois.

We are new invelved inm chamging our acceumting practices
wvith the idea of incerporatiag cest acceuntimg records. I will
be interested in the results of your survey.--lllineis.

Sufficient accommt classifications have been established to

develep cest appreximations in general areas of imstruction, such
a8 science, library, English, etc.--Califormnia.
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Whenever informatiem is meeded, our records make it
possible to obtain cest amalyses.--Illinois.

We do estimatas for discussion purposes from time to
time in these areass.--Illimois.

I have often felt the need for 2 more detailed accounting
80 that breakdewn costs could be more casily determined.--
Minnesota.

Negative comments. The negative comments were as follows:

Public cammot profit by such detailed information im
comparisen with the cost.--Florida.

Some things are not practical because of school volume
limitations.--Mississippi.

Inadequate clerical force prevents cost studies except
in gemeral classifications: administrative, instructional,
high school, and elementary.--Mississippi.

We have too few peeple te do as much cost acceunting
a8 ve would like and actually need to do.--Texas.

Limited bookkeeping and clerical help mecessitates
elimination of many desirable types of information. Trainmed
personnel wunavailable.--Texas.

The time factor eliminates much of the above data.
We encumber against budget appropriations for each department
in each schoel, a total of 1,000 different categories.--
California.

Even though the information would be helpful at certain
times, I dom't thimk it would justify the expenmse of
obtaining it.--Nevada.

Would be quite time consuming amd teo expensive for our
analysis.--Nevada.

(Answer to last question.) But not worth expense of
compilation.--Wyoming.

The self-centained classroem, variances im class size,
differences in salary schedules, etc., would make such
information of little value in its practical spplication.--
Illinois.
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Our schools are organized upon too small an earolliment
basis (populatiom sparse and topographically hilly) so that
persoanel and efficient accounting procedures (and machines)
are difficult to procwre.--Illinois.

I do not believe that the data proposed would be accurate
enough to justify the time and cost.--Minnesota.

Teo difficult to keep. Persommel would object to keeping
this record.--New Jersey.

Above analyses (are) based on some business practices
which camnot be correlated to schoel performances or job
distributions.--New Jersey.

This blank does mot fit a prairie state or rural community
of the kiad I supervise.--South Dakota.

Every report of a cest analysis nature is started to fit
the needs of the moment. 80 many relevant factors occur in
each cost analysis that to do an honest job of reporting is
pretty nearly impossible. Mostly they are just time com-
suning.--Minmeseta.

Our grewth has been se rapid (during) the past few years

(that) we do well to keep up with routine; the above would
be valuable to have but we haven't (the) time (ner) money
to get it.--Califormia.

The comments are revealing as to the problems which confront
schoel administrators. Their enlightening comments show that they
are giving thought to the various aspects of financial management.

The last summarization concerns the number of days im the
school session im the selected school districts. The number of days
in session was requested from the respondents to ascertain whether a
normal school period was in force in these school districts. It was

determined that the number of days varied from a low of 170 to a high

of 190, both of these extremes being im South Dakota.
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In conclusion, these summarizatiens present a composite
picture of the types amd characteristics of the schoel districts
included in the ssmple. The opinions of persomnel im school districts
of varying size and educatiomal pregram types regarding the value of

cost racerds are statistically analyzed ia the next sectiom.

Statist @

The statistical analysis of the informatiom om the question-
naires moves from the mest impertant imformationm received from the
respendents to subordimate information. As mentioned in the section
on statistical precedures, each item on the questiomnaire is considered
a varisble and the coefficient of correlation for each varisble was
computed by the MNISTIC Computer at Michigan State University Computer
Laboratory.

The four most significant relatienships in this study are
those of Variables 23, 22, 21, and 20, respectively (as defined in
Table 4), to the other variables. These relatienships will be considered
at the beginming of our statistical analysis. It is te the reader's
advantage to use Table 4 as a reference in reading this section. Also,
the reader should keep im mimd that the purpese of this statistical
analysis is to determine the opimioms of scheol personnel toward cost
studies and to find the envirommental state for the expression eof the
affirmative and megative epinions. As the succeeding material is based
on the significance of the ceefficients of correlatiem between variables,
it is necessary for the reader te understand that these correlations

suggest relationships but do mot show causations.
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It should be mentioned that there are errors in the gross
scores of these variables dua to several incomplete (no response)
answers to the questions by the respondents. Consequently, the values

shown may be lower than the actual or true values. (See Table 7).

riabl -Question: e er felt that information

Apalysis of yeriable 23--Question: Have you ever felt that information
of the above type would be uegl in discussions of school expenses with
P. T. A., faculty, or citizens groups?

The correlations suggest that school districts which already
require proper time records from their employees and have developed
cost analyses on teaching and nom-teaching items are inclined to feel
that cost records are impertamt. As the number of general accounting
records and types of mechanical equipment used increases, the favorable-
ness of the respondents toward costing procedures increases.

As the average daily emrollmeant and amnual per capita costs
increases, the favorableness of the respondents towards costing methods
decreases. This is due te the unfavorable disposition toward costing
precedures of those school districts which eperate secondary schools
only, and from a lesser awmber of school districts which operate the
three levels of elementary, secondary, and commmity colleges. The
smount of work involved in obtaiming cost studies im these types of
scheols is much greater tham that to be done in elementary schools.

On the other hand, respomdents from school districts operating elementary
schoel only, commmity colleges omly, and elementary and secondary schools,
and secendary and commwmity colleges were favorably disposed toward the

use of cost accounting data.
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As the number of cost accounting records in use, and the
aumber of bookkeeping employees imcreasses, the favorableness of the
respondents towards costing methods decreases. This suggests a
resistance by the respondents to the addition of bookkeeping employees
for the purpose of cost studies. The positive and negative correlations

affecting Variable 23 are given in Table 14.

Table 14. Coefficients of correlation of variable 23 with other variables.

Variable Coefficient Description
of Correlation
POSITIVE

1 .0103 Number of elementary schools

5 .0000 Number of commmunity colleges only

7 .0066 Number of elementary and secondary schools

8 .0484 Number of teachers in elementary and secondary
schools

11 .0600 Number of secondary and commumity colleges

12 .0545 Number of teachers in secondary and commmity
colleges

15 .0291 Number of gemeral accounting records in use

17 .0214 Types of mechanical equipment available

19 .0078 Methods used for averaging expenditures

20 .1856 Have cost approximations on fundamental subjects

21 .1860 Have cost approximations on non-teaching items

22 .1989 Bmployees keep time records on all time worked

NEGATIVE

2 .0241 Number of teachers im elementary schools

3 .0320 Number of secondary schools

4 .0427 Number of teachers in secondary schools

6 .0430 Number of teachers in community colleges

9 .0468 Number of elementary, secondary schools and
community colleges

10 .0486 Number of teachers in elementary, secondary
schools and commmity colleges.

13 .0276 Average daily enrollment

14 .0133 Aonual per capite costs

16 0001 Number of cost acceumting records

18 .0321 Number of bookkeeping cmpleyses




Negative answers (81.7%) by the respoundents predominate in
answer to this question. The respemdents also stromgly imdicated that
they did not use cost approximations. This fact is confirmed by the
strong positive correlatioms of Variables 20 and 21, vwhich inquire
about the use of cost information, with Variable 23.

Comumity colleges and the multiple units of elementary and
secondary schools show positive correlations indicating the unfavorable
attitude of these units toward the use of time reports. Also, as the
annual per capita costs increase, the use of time reports by school
districts in this sample decreases. Time reports are favored by
districts having eclementary schools only, secondary schools oanly,
the multiple units of elementary, secondary, and community colleges,
and secondary and community colleges.

The more advantageous record-keeping positions of those
school districts which have increasing availability of bookkeeping
personnel, mechanical equipment, and accounting records, as well as
larger average daily emrollments, show a favorable attitude toward the
use of time reports. The positive and negative correlations affecting

Variable 22 are given in Taeble 15.
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Table 15. Coefficients of cerrelation of variable 22 with other varisbles.

Variasble Ceefficient Description
of Cerrelatiem

POSITIVE

5 .0000 Fumber of community colleges

6 .0333 Mumber of teachers in community colleges

7 .0669 Number of elementary and secondary schools

8 .0881 Number of teachers in elementary and secondary

schools

14 .0744 Amnual per capita costs

19 .0528 Methods used for averaging expenditures

20 4347 Have cost approximatioms on fundamental subjects

21 .3188 Have cest aspproximations on mon-teaching items

NEGATIVE

1 .1002 Number of elementary schools

2 .1008 Numbexr of teachers im elementary schools

3 .1419 Wumber of secondary schools

4 .1269 Number of teachers in secondary schools

9 .1565 Number of elementary, secondary, and community
colleges

10 .1534 Number of teachers in elementary, secendary,
and commmity celleges

11 .0833 Number of secendary amd commmity colleges

12 .0609 Number ef teachers in secondary and community
colleges

13 .1091 Average daily emrellment .

15 .0195 Number of gemeral accounting records iam use

16 .1685 Number of cost accounting records in use

17 .0383 Types of mechmical equipment available

18 .1551 Number of employees assigned to duties of a

bookkeeping nature
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o iab and 2l-- ions: Do e coot
approximations on the t ing of certain dawental subjects
such as spelling, handwrit hysics, etc.) to each student

in yoyr system? De you have cost approximations em the costs
of non-teaching items (such as study ball supervision, librar

ervices dance, etc,) to each studeat in r system?

Hegative responses to these two questions (95.07 and 89.5%,
respectively) predeminate the answers te these questions. A strong
positive correlation of .7105, as shown in Table 16, betwsen these
two questions enforces the reliability of the coefficients of
correlation of these two similar measures to the other variables.

A cemparison of the correlations shows that positive and negative
cosfficients appear for the same varisbles in relation to these two
questions with the exceptiom of the variable of average daily
enrollment.

Negative correlations appear between cost approximations used
by these school districts and the two variables inquiring about the
mmber of cost accounting records in use and the types of mechanical
equipment available. This was expected due to the predominance of
"no'" snswers to these two questioms which, conversely, indicates a
positive correlation with the "yes" answers; that is, a favorable
correlation exists between the use of cost approximations and the use
of cost acceunting records and mechanical equipment.

8chool districts having multiple units of elementary and
secondary schoels, and clemsntary, secondary, and cemmunity colleges
are favorably disposed toward the use of cost infermation for both

fundamental and nem-teaching items. The correlations affecting

Variables 20 and 21 are givea in Table 16.
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Table 16. Ceefficients of correlation of variables 20 and 21
with other variables.

— ]

Coefficlemt
Variable of cerrelatiom - Description

—Jarisbles
20 21

POSITIVE

1 0548 .0546 Numbexr of elementary schools

2 .0277 .0135 MNumber of teachers in elementary schools

3 .0109 .0306 Number of secondary schools

4 .0059 .0174 Number of teachers in secondary schools

5 .0000 .0000 ¥umber of community colleges

6 .0171  ,0242 Number of teachers im community colleges

11 ‘.0231 .0399 Number of secondary and commmity colleges

12 0303 .0430 Number of teachers in secondary and community
colleges

13 - .0026 Average daily enrollment

14 .0440 .0666 Annual per capita cests

15 .0198 .0544 DMNumber of general accounting records in use

18 0336 .0496 Mumber of employeces assigned to duties of a
beokkeeping nature

19 0998 .0583 Metheds used for averaging expenditures

20 1.0000 .7105 Have cost approximations on fundamental subjects

MEGATIVE

7 .0914 .0593 Number of elementary and secondary schools

8 0456 .0136 MNumber of teachers in elememtary and secondary
schools

9 0440 .0194 Number eof elementary, secomdary, and community
colleges

10 0373 .0167 Number of teachers in elementary, secendary, and
cemmmity colleges

13 .0351 Average daily enrollment

16 0331 .0541 Number of cost accounting records in use
17 0400 .0476 Types of mechanical equipment availgble
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included in the gtudy.
The correlations showed all positive relationships which is a

natural consequence. As may be expected, the largest enrollments are

in school units having elementary, secondary, and community colleges.

Table 17 indicates the areas of high and low average daily enrollments
in the public schools.

Table 17. Ceefficients of correlation of variable 13 with other variablea

Y —

Variable Coefficient Description
of Correlation

POSITIVE
1 .15%0 NMumber of elementary schools
T2 .3382 Number of teachers in elementary schools
3 .3072 Number of secondary schools
4 .3521 Number of teachers in secondary schools
5 .0000 Number of community colleges
6 .0682 Number of teachers im commmity colleges
7 4059 Number of elementary amd saecondary schools
8 4788 Number of teachers in ¢lementary and secondary
schools
9 .7238 NHumber of elementary, secondary, and community
colleges
10 .7363 W¥umber of teachers im elementary, secondary, and
- commmity colleges :
11 .0379 Number of secondary and community colleges
12 .0375 Number of teachers in secondary and community

colleges
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The cerrelatioms shown in Table 18 indicate that annual per: capita
costs decrease most rapidly with the additiom of elementary schoels and
decrease lesst rapidly with the additiom of secomdary schools. This
finding coincides with the general asswmption that per capita costs are
apt to be lower in elementary schools than im secondary schoels. Also,
there is the indication that amnual per capita costs decrease with increases
ia sverage daily earollment which shows that costs are apt to be less in
school districts with multiple units of elementary, secondary, amd community
colleges where the enrollments sre the largest. In this analysis, Variable 5,
the number of community colleges, was the enly variable to show a positive
relationship. This correlation appeared as .0000 indicating pure chance.

Table 18. GCoefficients of correlatiom of variable 14 with other variables.
S R R

Variable Coefficieat Descriptiean
of Cerrelation

MEGATIVE

1 .0517 Mumber of elementary scheols

2 .0009 Fumber of teachers in elememtary schoels

3 .0148 Mumber of secondary schools

4 .0157 Fumber of teachers im secomdary schools

6 0117 Number of teachers in commumity colleges

7 .0420 ¥umber of elementary and secoundary schools

8 .0323 Fumber of teachers in elementary and secondary
schools

9 .0220 Number of elementary, secendary, and commmity
colleges

10 .0084 Fumber of teachers im elementary, secondary, end
commmity coelleges

11 0457 Number of secondary and community colleges

12 .0346 Number of teachers im secomdary and commumity
colleges

13 .0285 Average daily enrollment
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of variables 15 16--Number of genera ountin
rd [ ecord use

Due to the similarity of these two varisbles, their correlations
with the ether variables will be presented at the same time. A strong
pesitive cerrelation of .4477 betweea Varisble 15 and 16 is a natural
censequence resulting from the interdependence of general and cost
accounting records. Therefore, this findimg points out the reliability
of the coefficients of correlation of these twe similar variables to
the other variables in the study.

The positive cerrelation of Veriable 15, the number of general
accounting records in use, with the other variables is stronger than
that of Variable 16, the mﬂ;ct of cost accounting recerds in use, in
every case except in school districts with multiple units of elementary,
gecondary, and cosmunity colleges. Evidently, school districts with
these multiple units empley cost accounting records to a larger extent
than the use of general accounting records. The number of accounting
records in use decreases as the number of elementary schools increases
indicating the umfavorable disposition of these school districts towards
the use of both types of accounting records. As average daily emrollment
increases, the use of all types of accounting records increases which is
8 consequeace of larger emrollments. Aleo, anmusl per capita costs
decrease as the number of accountimg records increase which wmey be an
indication of the managerial efficiency present im a school district
which makes considerable use of accewnting recorxds.

As a conclusien, the correlations show the wider use of general
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accounting records as compared with the use of cost accounting records.
The positive and megative correlatioms affectimg Variables 15 and 16

are given in Table 19.

Table 19. Coefficients of correlation of variables 15 and 16
with other variables.

Ceefficient
Variable of Correlatioa - Description

Variables
15 16

POSITIVE

2 .1100 .0230 Nwmber of teachers in elementary schools

3 .1009  .0432 MNumber of secomdary schools

4 .1357 .0210 Number of teachers im secondary schools

5 .0000 .0000 Number of commmity colleges

7 .1932  .1041 Number of elementary and secondary echools

8 .1937 .0987 RNumber of teachers im secondary and elementary
scheols

9 .1676  .1887 Mumber of elementary, secondary, and community
colleges

10 1562 .1882 Number of teachers in elementary, secoadary and
community colleges

11 0819 .0574 Number of secondary and community colleges

12 .0894 .0392 Number of teachers in secondary and community
colleges

13 .2869 .2335 Average daily enrollment

15 1.0000 .4477 Number of gemeral accounting records in use

NEGATIVE
1 .2293 .09355 MNumber of elementary schools
6 .0103 .1084 Number of teachers in community colleges
14 .0837 .0071 Amnual per capita cests
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Anglysis of variable 17--Typeg of mgchanica]l equipment available

Teble 20 shows that strong positive correlations appear between

increases in the average daily enrollment amd the number eof general and
cost acceunting recerds in use, and the increase in the types of mechanical
equipment available. These correlations are to be expected for these
facters are cencemitant. The school districts haviag the larger average
daily enrollments (viez., the multiple units of elementary end secondary
schools, and elementary, secondary, and cemmunity colleges) show strong
correlations with increases in the types of mechanical equipment available.
This tendency can be expected due to the need for more equipment a&s
enrollment incresases. Negative correlatiems appear in comparisens with
Variable 1, the number of elementary scheels, and Variablel4, anaual per
capita costs, as .0550 and .0398, respectively. This shows that elementary
schools have less need for mechanical equipment and that schools with
smaller annual per capi.t: costs make greater use of mechanical equipment.

Table 20. Ceefficienty of cerrelation of varigble 17 with ether variables.
.- _____________ ____________ - -~ ]

Variable Ceefficient - Descriptien
of Correlation

POSITIVE

2 .1891 Number of teachers in elementary schools

3 .1598 Number of secendary schools

4 .1979 Number of teachers in secondary schools

5 .0000 Number of community colleges

6 .1553 -Number of teachers in community colleges

7 . 2664 Number of elementary and secondary sehools

8 .2552 Number of teachers in elementary and secondary
schools

9 .2488 Number of elementary, secondary, and community
colleges

10 .2309 Number of teachers in elementary, secondary and

community colleges
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Tadle 20. Ceutipued

POSITIVE, Cgntinued

11 1441 Number of secondary and community colleges

12 .1331 Number of teachers in secondary and cemmunity
collegss

13 4066 Average daily enrollment

15 .3876 Number of general accounting records in use

16 .2875 Number of cost aceounting records in use

Analyeis of variable 13--Number of employees assigned to duties
of a boo ing natur

Streng pesitive correlations appear between Variable 18 and
average daily enrollment snd the number of teachers in these schoel
districets indicating thet as enrellments and the number of teachers
incresse, the number ef boeokkeeping employees also increasea. Positive
correlations with Variables 15, number of general aecceunting recerds
in use, and 17, types of mechamnical equipment available, suggest the
pessibility that the larger use of gemeral accounting records and
nechanical equipment croates more jebs fer these employees. It alse
appears that less of these employees are engaged in cest acceunting
work than im general accounting work.

A negative cerrelation of .0122 for Variable 6, number of
teachers im commmity colleges, may indicate thet community colleges
employ less beokkeeping employees than other types of schools. The
pesitive correlations affecting Variable 18 are shown in Table 21.

A nsgative correlation of .0021 fer Variable 14, amnual per
capita costs, shows that as per capita costs decrease, the number of
boekkeeping employees incresses. This may be due to increased
managerial efficiemcy.
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Ceefficients of correlation of variable 18 with other variables.

——
sv—

e

Variable Coefficiemt

T

Description

of Correlation

POSITIVE

1 .3943 Number of elementary schools

2 .6647 Number of teachers in elementary schools

3 .6831 Number of secendary achools

4 .7375 Wumber of teachers in secomdary schools

5 .0000 Numsber of community colleges

7 1271 Number of elementary and secondary schools

8 .1860 Number of teachers in elementary and secondary
schools

9 4631 Number of elementary, secondary, and community
colleges

10 4841 Number of teachers in elementary, secondary and
commmity colleges

11 .0109 Mumber of secondary and commumnity colleges

12 .0065 Number of teachers im secondary apd commmity
colleges

13 .7763 Average daily enrollment

15 .2593 Number of general accounting records in use

16 .1431 Number of cost sccountimg records in use

17 .2971 Types of mechanical equipment available

tistical es

The conclusions which are derived from the statistical analyses

of the feregeing dataare treated in a special study which examines the

interrelations of the variables as a source for answers to pertinent

questioens in the field of school district acceunting. The examination

is an outceme of this statistical analysis but because of its importance

to the entire findings, it is treated in a topical sectien at the

conclusien of the findings.
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Yollow-up study

Swumarization of the results of the mailed questionmaire survey
vas sent to the 180 respondents from the participating school districts
on August 15, 1962. This summarizatiom encompassed the material shown
in Table 5 and in Tables 9 through 13.

To test any changes in the opinions of these respondents, a
postcard request was sent inquiring whether the respendent agreed or
disagreed with the expression of the majority opinion to question #4
(sse Table 35) as disclosed by the questionnaire survey, if he had or
bad not chamged from his former opinion, and if the results of the
survey were or were not beneficial to him in his work. The postcard
request and the covering letter are shown in Appendix A.

Fifty-nine postcards were returned representing answers from
32.87% of the respondents. The last postcard was returned‘on October 26,
1962. Only one request for reply was mailed to these respondents.

The returns from each state are showm in Table 22.
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Table 22. Requests, returms, and per cent of postcards returned.

Number Number of Per cent of
Regioms and States of Postcards Postcards
Requests Returned Returmed

Northeast - New Jersey 14 6 42.9%
North Central: 1llimois 23 7 30.4
Mimmeseta 23 11 47.8
South Dskota 15 4 26.7
South: Florida 15 3 20.0
Missiseippi 13 4 30.8
Texas 18 8 44 .4
West: California 22 3 13.6
Nevada 14 S 35.7
Wyoming 23 8 3.8

TOTAL 180 59 32.8%

Findi of postcard survey. Forty-two (71.2%) of the respondents
agreed with the majority opinfon to question #4 as disclosed in the
questionnaire survey. The answers to question #1 on the postcard appear

in Table 23.

Table 23. Answers to question #1 in the postcard survey.

Question Agree Disagree No Response

1 (agree/disagree) with the expreseion
of the majority opinion to question #4
a8 disclosed in the survey. 42 10 7
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Twenty-three of the respoadeats to the postcard request were
not the persons who had participated in the questiommaire survey.
This change in respendents is evident in the number of ne responses
received to the second question om the postcard which is shown in

Table 24.

Table 24. Answers to question #2 im the postcard survey.

Question Have Have Not No Response

1 (have/have not) changed from my
former opinion. 9 26 24

Nine respondents changed their former opinions to agree with the
majority opinion to question # as disclosed in the questiomnnaire survey.
Of the 26 respondents who have not changed their former opinions, 5
disagreed and 21 agreed with the majority opinion to question #4.

The reaction of the respondents to the receipt of the survey
results was sought. Their responses to an inquiry regarding the
beneficial use to them of the survey material are shown in Table 25.

Table 25. Answers to question #3 in the postcard survey.
£ .- - - .- .- - - -~ - _ 3

Question Is 1Is Kot No response

This material (is/is not) bemeficial to me
in my work. 33 9 17
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The fellowing comments appeared on the postcards received
from respondents who indicated that knowledge of the results of the
survey was of benefit to them. These cemments are identified by
states omly.
Lack of clerical persomnel ie & problem with us.--Texas.
Only slightly.--Minneseta.

Material would be of benefit to instructiemal personnel
in selling pregram.--Floridas.

Sorry that I shall not be able to enjey it more but this
office will close forever - Jsnuary 1, 1963.--Wyoming.

In a limited way applicable to our district. Salary
schedules program, pupil-teacher ratio, etc., make dangerous
comparison with other districts im any but a very gemeral
way.--11llineis.

Respendents who did not feel that the summary report benefited
them, gave the following comments:

The time and cost of determining detailed cost breakdowns
cannot be justified. We have to teach children. Also,
extremely complicated.--New Jersey.

Our district--a county independent district--is so unique
that that which applies to other districts varies greatly from
procedures we must use.--South Dakota.

Figures are interesting, but not of much use to me. The
circumstances vary se greatly for each school involved.--Illinois.

We bave no P. T. A. for our high school; only parent-teacher
cenferemces twice & year.--Illinois.

1 was net employed by the schoel district at the time the
original questiomnaire was semt out so I de not appreciate the
repert as much as I weuld had I answered the questions myself.--
Minnesota.
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Respondents who were noncommital om the value of the report to
them, gave the following comments:
Yeur report was very detailed. I doubt 1f lay groups
would understand fully the details; yet we administrators
like it very much!--Minneseta.
The statistics given are most iaterestimg and I think
I can gee that fimances are a great factor in most schools
baving interest im this informatioem.--Mississippi.

We are meving inte more and more fields of breakdowns,
such as these and find it valuable.--Texas.

I appreciate this report. Cost procedures asnalysis is
important or should be to amy school administrator.--Texas.
In summary, the postcard requests reaffirmed the prevailing
opinion of school administrators that cost informatiom is useful to
them. Nine respondents were influenced to agree with the majority

opinion after receiving the results of the survey.

Personal iaterviews

Purposively, to acquire depth and meaming to the answers to
the questionnaire used in the survey, the writer imterviewed ten key
perecmmnel in school districts, either superintendmnts or those responsible
for the accounting records. The school districts were selected by random
sampling of districts in the states of Illinois, Michigan and Ohio.
Selectien of imterviewees was limited to these three states due to
the necessity of being within a reasonable traveling distance from
the writer's residence.

Selection of the citics was based on the city scheol systems
listed in Statistice of City Scheol Svstems: Staff, Pupils, and



74

Finances, 1923-3&‘.1 These city populatien groupings are shown in
Table 26.

Table 26. City population greupings.

Number of
Groupings City School Systems
100,000 or more 100
25,000 to 99,999 387
10,000 to 24,999 826
5,000 to 9,999 1,061
2,500 to 4,999 1,401
TOTAL 3,775

In this publication} city school systems are described as "these
public-school systems ia cities of 2,500 population or more which are
administered by & superimtendent under the board of education as & school
district operating coordinate with, or under, a mumicipal governnent.“2
As these city systems are also listed in state school systems even though
they are subject to the additiomal mmicipal authority, it was felt by
the writer that a better knowledge of the accounting setup may be obtained
through personal interviews in at least tem of these city systems,

independent of those cities which may have been selected under the mailed

1y. S., Department of Health, Education, end Welfare, Office of

Education, Stati of City 8c 8 : _ Staff, Pupils, and
Finances - 1933-54, (Washingtem, D. C.: U. 8. Geverument Primting Office,
1956) .

inpdd., p. 2.
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questionnaire random sampling selectien. The school districts im the
three states mentioned were comsidered as the total population for the
five population groupings used by the Office of Education. The number

of cities in each population grouping, by states, is shown in Table 27.

Table 27. Number of cities in each populatioen grouping, by states.

Population Grouping Total Number Number of Cities inm
of Cities 1Illinois Michigan Ohio

100,000 or more 13 2 3 8
25,000 to 99,999 67 24 18 25
10,000 to 24,999 74 31 13 25
5,000 to 9,999 88 42 18 28
2,500 to 4,999 110 48 26 36
TOTAL 352 147 83 122

Random selections of the cities in these states were made by
numbering the cities in each of the groupings and drawing two numbers
from each group. The cities selected represent approximately 3% of the
population groupinge listed in these states, or approximately .3% of the
total city school systems in the United States. The cities selected are
shown in Table 28.

The data sheet which had been used for the mailed questiounaires
served as the basis for interviewing. The interviews are reported in
Appendix B. Letters requesting interviews were sent preceding the date

of iaterview sppointment.
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Table 28. City school systems selected for personal imterviews.

Population Grouping Selection
100,000 or more Akrom, Ohio
Columbus, Ohio
25,000 to 99,999 Bay City, Michigan
Pert Huron, Michigan
10,000 te 24,999 Chicago Heights, Illinois
Mt. Vernmon, Ohio
5,000 to 9,999 Bellevue, Ohio
Maumee, Ohio
2,500 to 4,999 Marengo, Illinois

Stickney, Illinois

Summary of persenpl interviews. The interviews with school

officials lasted epproximately an hour in each case. The interest in

cost accounting records by interviewees is shown in Table 29.

Table 29. Opinions of interviewees regarding cost accounting records.

City 8choel System ons
Positive Negative

Akron, Ohio Not interested
Bay City, Michigan Very interested
Bellevwe, Ohio Very interested
Chicago Heights, Illimois Feel unnecessary
Celumbus, Ohio . Already usiung
Marengo, Illinois Very interested
Maumee, Ohio Feel unneceesary
Mt. Vernon, Ohio Very interested
Pexrt Hurom, Michigan Very interested

Stickney, Illinois Insufficient staff
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The ratie of the number of school officials whe are favorably inclined
toward the use of cost recerds is almost in the same proportion as was
disclosed by the mailed questiomnaires.

It appeared to the writer that the persomnel involved had
precouceived ideas sbout the uses of cost accounting records before
there wvas aa opportumity to discuss the uses of cost studies in a
schoel system. The staff positiom of the interviewee did not appear to
have & bearing on his opinion. Rather, it might be conjectured, that
the background, training, and experience of the interviewee influenced
his attitude toward cost accounting records more than his present
position. The number of clerical employees under the directiom of the
school official was not a decisive factor in the directiom of his
response, viz., the large achool districts of Akron and Chicago Heights
wvere negatively inclined toward the use of cost studies whereas Columbus
and Bay City were affirmatively inclined.

It is the opinion of the writer that the enthusiasm which the
interviewees had for the use of cost accounting records or their lack
of interest had beem developed previous to the interview. Generally,
the interview did not last over am hour. This was a period of time
too short to change the interviewee's attitude but sufficiently long
to determine the school efficial's basic conception of the role of
cost accouating. It appears to the writer that further study in the
direction of ascertaining the basis of the attitude held by scheol
officials could be undertaken.
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B;ggguacion of the 1nterre1¢tionl of the variables
in thi nswers to pertin

guastion. in the iie;d of oggggl district accounting

Answers to certain questions which are inherent and pertinent

to thia study are suggested by the relationships of the coefficients
of correlation of the various variables. The answers suggested are
based upon statistical analyses and related findings presented earlier,
of which this presentation is an integral part.1

To what extent does school type influence the use of supplementary
cost acceunting records? The statistical findings suggest that the

multiple school district units of elementary and secoadary schools, and
elementary, secondary, and community colleges are users of supplementary
accounting records to a larger extemt than school districts encompassing
individual unite of elementary schools, secondary schools, and community
colleges.

To what extent does school enrollment size influence the use
of supplemgntary accounting records? The correlation between the
variables inquiring about the use of cost approximations for fundamental
subjects and the average daily enrollment suggests that as the average
daily enrollment decreases, the use of cost records decreases. Conversely,
it suggests that the use of cost approximations for fundamental subjects

increases as the average daily enrollment size increases.

lpue to the limitation of 80 columms on an IBM card, a "yes"
answer to Variables 20, 21, 22, and 23 was indicated by the number "1";
a "no' answer was indicated by the mumber "2" in the computational work.
Therefore, the correlations to these four questions are based on the
predominaat "me'" snswers to Variables 20, 21, and 22, and the predominant
"yes'" answer to Variable 23. (See Tables 4 and 5).
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The correlation between the variables relative to the use of

cost approximations for non-teaching items and average daily enrollment
suggests that as the average daily earollment increases, the use of
cost records decrecases. This may be due to the determinate weight of
the epinions of the many districts with elementary schools whose answers
are included in the survey (see Table 9). As this question made
specific reference to study hall supervision, library and guidance
sexrvices, etc., the elementary school districts would not be able

te answer this question affirmatively as these services are available
primarily im secendary schoels.

What influence does smnual per capita cost of current e itures
of a schoo] diptrict exert om the desire to determine the costs of certain
edycatienal expenses? Correlatiens between the question relative te the
use of cost approximations and the questiom relative to annual per capita
costs suggests that as the per capita costs increase the use of cost
studies docreascs. This fimdimg suggests that the less prosperous
school distxicts are more intent on the use of cost studies or that

poesibly per capita cests are decreased through the use of cost records.

How extensively are cost sccounting records utilized in school
digtricts at the preseat time? Twenty affirmative answers and 332

negative amswers to the two questions relgtive to the use of cost
approximations on the questiomnsire shows that approximately 927% of

the respendents do not use cost studies.

N |
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d T ce
reonnel iaf ¢ the ication ounting records?
Tabulation of the replies indicated that the average schoel district
had four bookkeeping employees and two types of mechamical equipment.
Correlations between the types of mechanicsl equipment
available and the use of cost approximations suggests that any decrease
in types of mechanical equipment creates a decrease in cost studies.
Conversely, any increase in mechanical equipment available will increase

the use of cost studies.

e naa agmemt

Correlations between the number of employees assigned to duties
of a bookkeeping mature and the use of cost approximations suggests
that as these employees increase im number, the use of cost studies
Qecreqen. This unusual phenomenon leads to two other questions:

Are additional employees hired te work on gemeral accounting records?
If so, are schoel officials unfavorably disposed teward the use of
employee time for cost studies?

~ A positive correlatiom of .2593 of Variable 18, the number of
bookkeeping employees, to Variasble 15, number of gemeral accounting
records in use, as compared with a positive cerrelation of .1431 of
Variable 18 with Variable 16, number of cost accounting records in

use, suggests an affirmative answer to the first question (see Table 21).
Thus, the effect of hiring employees for general accouat record-keeping
produces the negative effect on hiring additional employees to produce
cost records. The material in this study does not provide an answer

to the second questiom.
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a_fe by school tratexrs for the use of

underlying cost records as am aid to managerial efficiency? Approximately
52% of the respondents felt that coset information would be useful te them
in discussions of school expenses with imterested groups. The follow-up
study shewed that at & later date the majority opinion was sbared by
approximately 57% of the respondents.

Those school districts which already had some cost studies showed
a strong inclination teward cost information gathering as a managerial
aid. Also, as & school district increases the types of mechanical
equipment in use and the types of general accounting records in use,
the correlations suggest that the school district has a propensity to
increase its cost studies. Pertineat correlations suggest that the
less prosperous school districts feel the need for cost studies more
acutely, that school districts with cost accounting records already in
use feel a greater need for further cost studies, and that multiple
school units were more favorably inclined toward the use of cost
studies than school districts encompassing imdividual waits of

elementary schools, secondary schools, end community colleges.

Summary

Based on the foregoing findings, it appears that a slight
majority of the respondents felt that cost information would be useful
in discussions of scheol expenses with interested groups. Those

respondents who participated in the first questionmaire survey indicated

F
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by approximstely 52% that they were favorably disposed toward the

development of cest studies. The schoel districts which already

had some cost methods in use showed a strong affirmative viewpoint.
The questiommaire survey imdicated that as a scheol district increases
the types of mechanical equipment im use and the types of general
accounting records im wse, it shows s propensity to increase its

cost studies.

The fellow-up postcard questiommaire showed a prevailing
affirmative majority opinion as hed beem indicated in the earlier
survey. Nine respondents were influenced to agree with the majority
opinion sfter receiving the results of the survey, thus increasing
the affirmative majority to spproximately 57%.

Interviews with persommel in ten cities disclosed that six
of the imterviewees were favorably disposed toward the development
of cost information in their school districts. This ratio of
sffirmative opinion by the interviewees is almost in the same proportion
as was dieclosed by the quastiomnaires.

It is the opinion of the writer that the persomnel involved
in this research study had precouceived ideas about the uses and
desirability of cost accounting records based on an attitude nurtured
by the background, training, and experience of each individual. The
postcard questionmnaire follow-up etudy showed that these attitudes may
possibly be changed by dissemination of informatiom en this topic.
Further etudy im the direction of analyzing the attitudes held by

school officials could be undertaken to determine the effect of
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of training and knowledge of accounting on a school administrator's

viewpoint with respect to the importance of cost accounting.



CHAPTER IV

STAGE II - ANALYSIS OF THE
GENERAL ACCOUNTING FRAMEWORK
A school district works within & body of regulations imposed
spon it by regulatory bodies. If the school district is to proceed with
its desire to develop cost countrol methods, it is necessary to ascertain
whetber these regulatory provisions hamper the use of costing methods.
Analysis of the general accounting framework, as recommended nationally
by the Office of Education and statewide by the state departments of
education, will be made on the following pages with respect to expenditure
accounts to determine whether cost accounting records can be easily
added to the general accountimg framework.
Relationship of General Acceunting Records
and Cost Accounting Records
Accounting records and reports are the tools by which the

school executive secures effective control over the funds and assets
entrusted to his care by the school board and taxpayers. The accounting
system is based on a suitable classificatien of accounts in which the
detailed data from the books of original entry are sorted out and
analyzed. The importance of & good classification of accounts from
which reports may be developed in the easiest and quickest mamner is

apparent.
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The classification of accounts should proceed from the general
to the specific, that is, general groupings of items should be subdivided
to an extent found necessary for the particular school unit. As an
example, the amount of total payroll is important for cash purposes but
if the payment is for different types of services (or expenses), such
as instructional, custodial, etc., provision should be made in the
classification of accounts for these specific subdivisions. If further
subdivisions are desirable for cost control purposes, accounts for
specific school buildings, departments, courses or units of study,
etc., may be provided. It should be borme in mind, that the classifi-
cation of accounts mugst be devised in such a way that informat:ion for
both internal and external purposes can be secured with the least
possible work.

The Committee on Cost Concepts and Standards of the Americanm
Accounting Association describes cost claseifications as:!

Cost is classified normally in terms of a managerial
objective. Its preseantation normally requires sub-
classification. Such sub-classification may be according
to functional lines, areas of responsibility, the nature
of the cost elements, or some other useful breakdown.

The appropriate sub-classification depends upon the uses
to be made of the cost report.
It seems appropriate to point out the significance of the last quoted

sentence. Each school qnit needs to devise such sub-classifications

that it will desire for its own purposes. The purposes of these cost

lanerican Accounting Association, ''Tentative Statement of Cost
Comgepts Underlying Reports for Management Purposes," The Accounting

Review, (April 1956), p. 184.

-y
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records are determined by those in charge--the school administrators.
Therefore, all individuals directly concerned with cost information
should fully understand the results which are desired and the methods
which will be used.

Summarily, a school district needs general accounting racords
to record the assets, liabilities, receipts, expenditures, and equities
of the entity. These accounting records consist of one or more journals,
which record the daily transactions, and one or more ledgers, in which
transactions are sorted. Control over expenditures is exercised by the
use of a budget, which is a financial plan for a definite period of
time for the school district. Comparison of the budgeted figures with
the accounting records determines whether the district is operating
according to plans. Cost control exists when there is a breakdown of
the cost elements to such an exteat that management can easily and
economically determine where favorable or unfavorable conditions exist,
wvhere improvements can be made, in what areas changes should or should
not be made based on an evaluation of the existing con&itions.

Accounting Recommendations
by the Office of Education

Much attention has been focused on the recommendations for
classifications of school district accounts by the Office of Education

as described in their booklet, Financial Accounting for Local and State
School Sggtggg.l As this paper is concerned primarily with costs, ouly

1y. S., Department of Health, Education, end Welfare, Office of
Educatton, Financial Accewnting fer Local and State School Systems,
Standard Receipt and Expenditure Accounts, State Educational Records and
Reports Series: Handbeek II, (Washingtom, D. C.: U. S. Government
Printing Office, 1957), p. xix.
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the expenditure sccounts recoumeamded by this handbook will be noted.
Control accounts using the following series of numbers for use for
both small and large school districts and for any fund, geuneral

special, are recosmended:

Table 30. Classification of control accounts recommended by the
Office of Educatien.

A |

Series Acceunt Name
100 Administration )
200 Instructien
300-400 Attendance and Health Services L
500 Pupil Transportation Services
600 Operation of Plant
700 Maintenance of Plant
800 Fixed Charges
900-1000 Food Services and Student-Body
Activities
1100 Community Services
1200 Capital Outlay
1300 Debt Service from Current Funds
1400 Outgoing Transfer Accounts

The Office of Education recommends further subdivisions of these
acceunts in each of the\éaeegorieo listed if the activities of the school
district werrants the additional accouunts. There are 234 sub-classifications
suggested in the Nandbook. As an illustration, Account No. 100, Adminis-
tration is gsubdivided into Salaries, Contracted Services, and Other
Expenses; Salaries is further divided into Salaries, Board of Educationm,
ete.

The llandbook recommends that the accounts be further divided

into categories into which different program area expenses may be



accumulated, such as Elementary Day Schools, Secondary Day 8chools,
Summer Schools, Adult Edwcation, etc. Distribution to these categories
may be accomplished by using separate accounts or by setting up
distribution columns for accounts which show accumulated totals.

The Office of Education advocates the use of average daily
membership as the unit of measure for computing per-pupil expenditures.
Two chapters (13 pages) are devoted to the determination and proration
of costs. The Handbook states that it is comcermed with three prorating

problems: (1) as between functions, (2) as between organization units

J T S T

or program areas, and (3) as to community services. There is no
recommendation for analyzing the costs of the fuactions nor the program
areas, such as elementary, secondary, adult, etec., into basic cost wnits.
The Handbook further recommends that expenses be prorated on several
bases, either time, time-floor area, average daily membership or average
daily attendance, hour-consumption, nwmber of pupils, mileage, or quantity
consumed .

Although the Handbook does not elaborate on costing techniques,
& genesis for cost accounting studies is establighed. The recommendations
of the Office of Education are conducive to the development of cost
analyses and studies.

The recommendations made by the Handboek are compatible with
the following description of cost control made by Jesse G. Kline, Chief
Cost Accountant of The Atlantic Refining Company of Philadelphia,

Pennsylvania at the regional conference of the Mational Association
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of Cest Accountants .1

Cost control is the result of executive decision, which
can be provided only wvhen managemeat is supplied with the
toels for intelligent analysis. The latter can best be
readered by the accounting department, which systematically
assembles the necessary cost data. In order that the data
desired may be compiled expeditiously, it is best to set
up appropriate classifications of expenses . . . . Our
task thus is to set the machinery in motion to assemble
these data in the most economical manmer possible. This
will involve machine and mannual effort in proportions
best suited to imdividual conditions.

The Office of Education hopefully states in its preface to
the Handboek that its use will help to "establish a sound basis for
cost accounting." It remains for the individual school district to
take the tools which are provided by the Handbook and to use it in
establighing cost controls.

Accounting Recommendations
by State Departments of Education

An analysis of the mamuals, accounting forms, and regulations
of the 50 state departments of education was made te determine whether
the Bcheol district is hampered or encouraged by state regulations in
the development of cost accounting records. The acceunting record
information received by the writer from the departments of education
from each state is analyzed in Appendix C te investigate whether it
is possible to add cost accounting records to the gemeral accounting

records already prescribed by state regulations. The following

1National Association of Cost Accountants, A Return to Cost
Control, (New York: J. J. Little & Ives Company, 1946), p. 18.

T
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criteria was used for this purpose:

If a school district is required to have

a. 8 budget for predeterminimg costs;

b. a set of general accounting records to show revenues and
expenditures; and

c. a sub-classification of the expenditure accounts at least
on a one-level gradation;
then it is poasible for the school district to add further sub-
classifications to compute unit costs on a basis determined to be

desirable by its management.

L

Summary

Analysis of the general accounting framewerk as prescribed
by the 50 state regulatory bodies indicates that with respect to the
conditions of the criteria:

8. Each state requires that the school unit operate within
the framework of a budget.

b. Each state, with the exception of Geergia, where co:plete
information on accounting is lacking by the writer, requires gemeral
accounting records showing receipts and disbursements.

c. Each state, with the exception of Georgia, where complete
information on accounting is lacking by the writer, requires that
expenditures be divided into at least one-level gradatien of account
classification.- (These findings also apply in the District of Columbia.)
With the recommendation of at least a one-level greuping of expenditures
in 49 of the states, a beginning has been made for the use of additional

breakdowns of expenses .
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The analysis of state regulations disclosed that some states
permit a single~entry system of accoumts where the bookkeeper records
all cash receipts and disbursements in a digtribution ledger. Other
states advocate utilizing a double-entry set of books which provides
a more complicated but highly effective system of accounting, With
thig system each financial transaction is analyzed im relation to its
effect on the assets, liabilities, and equity of the school unit, Cash,
accrual, or a composite accounting basis is used in the various states.

Rigid control over school accounting is exercised in a majority
of the states by the imposition of strict rules governing budget,
auditing, and reporting procedures. Anmnual reports are required in
all states, but this is the only control device applied in a few of
the states. Legislation governing education has been passed in all
the states, and is being carefully followed by the school units.
The use of cost studies is recommended in & majority of the states'
accounting manuals. The types of cost analyses usable in schoel

districts is discussed in the next section.



CHAPTER V

STAGE 111 - DEVELOPMENT OF
COST ACCOUNTING ANALYSES
FOR USE IN SCHOOL DISTRICTS

There is a widespread belief among accountants that cost
accounting is a valuable management tool. This belief can be
substantiated by the wide use of cost accounting by business enterprises,
the large number of persons employed in cost accoumting work, and the
large amount of imterest im cost accounting courses by students. The
need for cost accounting records becomes appareat whem the uses of these
records are comsidered.

Although financial management decisions are based on statements
developed from general accountimg records, a large proportion of these
decisions also require analytical studies. The techniques for developing
cost studies depends, first of all, on the purposes for which the anslyses
will be used. Then the :oot accountant analyzes the costs to supply the
needed information. Therefore, the cost accountant must secure the
necessary figures from the genmeral accounting records, separate costs
into new classifications, and accumulate figures in a form appropriate
and significant to the solution of the financial problem. Some of these

cost reports may be developed comtinually, while other cost reports are

developed for special purposes.

92
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Cost Control Precedures

[ ro
In school accounting, cost records should be developed to
check actual costs with planned costs, and to plam future costs.
The purpose of school cost accounting is to maximize services to
the commmity. The means for accomplishing the maximization of

serxrvices is discussed on the following pages.

ters for comtrol

Accerding to the Cost Accountants' Handbook, a publication
containing the essence of modern cost accounting methods and knowledge,
specific unit costs may be accumulated in pertineat cost centers.l
Such centers are selected to group similar activities. Im a school
district, these cest centers may be scgregated according to the lines
of xresponsibility shown omn an organization chart. As an example,
accumulation of costs for a school district with the following
orgamizational chart may proceed with an analysis of costs for
each department. This chart shows a unit system of administrative
organi zation with the superintendent as the chief executive from whom
tuithority extends to each department. In the development of cost
Snalymes, it is important to determine costs without antagonizing
the pergonnel who have the responsibility for comtrolling expenses

within gheir service areas.

ltheodore Lang (ed.), Cost Accewntants' Handbook, (New York:
The Rema1d Press Cempany, 1947), p. 132.
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d of
Superintendent of Schoolsg
/
Assistant Superintendent Agsistant Superintendent
mmglmm;gm ___.__73._‘222:&__7__299__.71 e of Fingnce
/ /

/ / Bldg. Chief Purch. Cafe.
Prigﬁigall Sugeigtgoro Suyt. gggggﬁgggg Agent Suﬁvr.
/ Special Cuato- / / /
Ieachers Ieachers diang Clerks Clerks  Workers

Figure 2. Organization chart.

Cost centers in this organizational example are formed in the following
order to correspond with the coordinate classification of accounts as

provided i{n Handbook II of the Office of Education (see Table 30).

Table 31. Account classifications coordinated with cost centers.

 EEE———,———— ]

Cost Center Account Classification
Baged on Organization Chart Provided in Handbook II
Instructional - by schools Instruction
(direct costs) Salaries
Principals Principals
Teachers Teachers
Supervisors Congultants or Supervisors
Special Teachers Other Instructional Staff
Secretarial and Clerical
Textbooks

School Libraries
Teaching Supplies

Other Expenses

-
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Table 31. Continued

Nen-imstructional - Finance
(indirect costs)

Building Superintendent Operation of Plant
Custodians Maintenance of Plant
Chief Accountant Office of Business Administration
Clerks .
Purchasing Agent Purchasing Office :
Clerks ‘
Cafeteria Supervisor Food Services
Workers

It is incumbent on each school district to form its own cost centers bascd LA
upon its organizational chart and to coordinate the account classifications
to the centers.

Proration of the unassigned account classification expenditures
to the cost centers must be performed on some reasonable basis. The
necessary dietribution must be carefully planned after a thorough study
of the characteristics of each element of cost. The plan of eallocation
may be based on the maethods cited in the Offfice of Education llandbook II.

In the example cited, the method of allocation to cost centers
of the unassigned account classification may be as shown in Table 32.
School districts, regardless of size, can use these methods of allocation
to cost centers with a minimum amount of work. The result of such allocation
will be gvidence of the actual costs in each area of school activity. The
purpose of a cost study of this type is not necessarily to reduce costs
but to compare the quality of the educational product with the money

being spent to obtain it.
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Table 32. Allocatien of unassigned account classificatiomste
cost centers.

Account Classification Method of Allocation
Attendance and Health Services Time; number of pupils
Pupil Tramsportation Services Mileage; number of pupils
Fixed Charges:

Insurance Time-floer-area
Pension Payments Mumber of employees
Interest on loans Time-floor-area
Rental Time-floor-areca
Commmity Services Number of pupils
Capital Outlay Time-fleor-area
Debt Service Time~floer-area

Expenditures to Outgoing
Transfexr Accounts

Tuition Number of pupils
Transportatioa Mileage; number of pupils
Value o t _control

The value to management of reports which shew costs is stated to

be:l

a. Being able to observe the changing events.

b. Being able to understand their meanings.

c. Action only when the company-wide effects of the events
become knowm.

1spencer A. Tucker, "A System of Managerial Contrel Using 'Live'
Ratios and Control Charts," Natious] Asseciation of Accowntants Bulletin,
Section 1, (New York: National Associatien of Accountants, 1962), p. 7.
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The value of cost contrel im & school district is to be able to suggest
changes in functions based on an understanding of what is educationally
desirable and economically sound. A school building with the lowest
unit cost may mot be economical in terms of the type of education which
may be desirable due to the lack of space, inadequate facilities, and
underpaid teachers. Om the other hand, high unit costs do not always
imply quality education. The administrstor arrives at his answers
to school problems basing his judgment om informatiom a@s complete as
possible under the circumstances of time, staff assistance, and cost
reports. Efficient management is the sum tetal of understanding the
meny small things which are constantly presenting themselves as
problems.

The administrator improves his positien when he is able to

explain trends in costs to taxpayers who are not always aware of

rising school costs as well as of the quality of the educational product.

Cest facts which are valuable to the administrator im his relations with

the public include: -

The costs ef educating per pupil and comparisomns with previous
years (and poseibly with other school districts).

Differences in per capita costs between elementary and
secondary education, individual school buildings, or types
of educational programs, i. €., college preparatory, general,
and business programs.

Coste of extra-curricular activities.

Costs of graduate follow=-up.

Costs of transportation.

Costs of adult educstion.
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Costs of new facilities, new buildings, and operation
and maintenance of old buildings.

Costs of community services.

Costs of special services, such as guidance, health,
1ibrary, and school lunches.

Figures en the following items, which relate to intermal problems,

may be developed continually. These costs relate mainly to educational

TTTT

quality and staff efficiency.

Cests of specific grades, courses, or subject matter,
i. e., English, arithmetic, geography, typewriting, etc.

Cests of failures and savings in the accelerationm of
pupils.

Costs of special programs, i. e., core curriculum,
cooperative work traiming, field trips, etc.

Costs of in-service training.

Costs of clerical work performed by teachers.

Costs of study halls.

Cost accumulation for one of the items shown above is comsidered on
the following pages.

Subject matter costs. Accymmslation of cests for specific subject
matter may be obtained through the use of "scope and sequence" charts
vhich show the amount of time speat in subject areas in each grade or
course. For example, each teacher in the elementary grades who teaches
handwriting indicates the amount of time spent on this subject im his
classroom as a percentage of the total time available during the school
year. Cests are computed by multiplyiang the percentage shown for each

teacher by the tetal cost of his classroem. The cost of the classroom
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should include direct costs, such as salaries, supplies, etc. as
described earlier, and poesibly include indirect coets as described
in the next section. The individual claseroom costs for this subject
are added together to obtain the cost ef this subject in the school

system. Comtinual comparisons of these costs (if pessible, with ether

elemantary schools) ever a period of time could lead the administrator
to investigate the differences in costs as a means to determine the

most effective period of time fer the teaching of this subject in his

g e s ar rage]

particular school district. The answer could lie in changing the

‘174

textbooks which are being used, or in changing the time of day for
instruction, or in the introductiom of teaching aids.

An interesting corollary to this study could be the discovery
whether teachers who are higher om the salary schedule due to tenure,
and consequently, heve higher classroem unit costs, teach more
effectively because of their experiemce. Of course, the answer lies
partly in the learning potentialsof the students, but over an extended
peried of time, teacher effectivensss may become apparent.

Procedures for analyzing costs of other imterual cost items
may be developed in & similar mammer as was shown for the handwriting
course. Im the field of cost centrol, the administrator is limited
only by his lack of time, curiosity, or fimances. Each school district
needs to develop its own cost studies based om its own needs and problems.
No twe districts could have equal interest in the same problems for they
do not have equal administrators, students, teachers, or citizenry. The
ingenuity of the school administrator dictates the extent of coet studies

in his school district.
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Ipdixect cost centers as a refinement of
costing procedyxes

Cost control is preferably based om the comtrol of costs for
which each administrator in the school district knows that he is
directly respousible. These responsibilities are fixed in the organization
chart . However, school districts of medium and large size with the
available personnel can develop additional cost procedures to allocate
the costs of indirect burden (cost) centers to direct cost centers.

Allocation of these indirect costs is purely an administretive
device to show total cests of the educatiomal product and does not
sllocate respousibility for these costs to the direct cost centers.

The Cost Accountants' Handbook advecates indirect cost centers for use
in productive operations, and this method may be applied to school
districe cost acccmnt!.ng.1

In a school district, the indirect cost centers are the
departments not engaged in teaching procedures or im activities commected
vith teaching. A method of allocating indirect costs, based on the
organization chart cited earlier, is given in Table 33. Using distribution
of imdirect costs results in assigning all costs to the departments which
aTe reaponsible for the educatiomal product. This cost amalysis should
b usea by those school districts which are interested in a maximum smount
of coet jnformation. Each schoel district will need to develop its own
Bethods of distribution. The resultant figures indicate tb'e actual

Per unfi¢ costs for educating students. The use of this method emphasizes
\

lLa.ng, op. git., p. 134.

—— s
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the imnterdepeandence of departments within the schoel district and

shows the need for coeperation by all scheel workers.

Table 33. Allocatiom of indirect coets to direct cost centers.

Indirect Cost Cemter Method of Allocation
to Direct Cost Centexs

[
I
|

Finance Allocate costs of building operatien
Building Superintendent based on time-floor-area method.
Custodians Allocate cests of building maintenance

directly if possible; otherwise,
time-floor-area method.

Chief Accountant Allocate cests of business adminis-
Clerks tration based on number of pupils
or employees.
Purxchasing Agent Allocate cests of purchasing office
Clerks based on number of purchase orders

processed; allocate cests of store-
reom directly to departments using

services.
Cafeteria Superviser Costs should be recovered from those
Werkers using services; allocate profits or

losses based on number of pupils.

In addition to the foregoing section om cost accounting procedures,
two topics of special interest, which were developed in detail by the
Vritexr to show the development of cost studies in special areas, are
showe on the following pages.

Projection of Costs for
School District Censelidation

There are several ways of comparing costs wvhen & schoel district

Jeclden to censolidate. A study can be made which compares the costs of
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consolidated schools with the costs of non-consolidated schools offering
the same type of educational program. A study can be made, through
statistical metheds, of what costs can be expected from a proposed
consolidation. Or, the costs of a propesed consolidated schoeol
district can be compared with the costs of the individual schoel units

before they are coasolidated. While the cest figures used may be

B

practicably quantifiable, the changes in the quality of the educational
program are wore difficult to measure, or to change into dellar

equivalents. An expectatiom of improvement in course offerings is

3
+
¢
!
L

implicit 4in any reerganizatien program, and in most programs the
educatiomnal comtent has been better, or at least differemt, in the
consolidated school from the units from which it was formwed.

Realising the indefeasiblensss of qualitative measurements,
thisstudy does not endeavor to assign any value te improved curriculum
offerings, but will attempt to determine: (1) what effect consolidation
bas on curreat costs where the same grade er course offerings are
taticipated, and pupil-tescher ratios remain the same, (2) what effect
consolidation vwill heve o current costs where pupil-teacher ratios

Z=hange thexeby causing & contraction in grade or course offerings, and
é” vhat e ffect comsolidation has on current costs for variable expenses,
o #ch as Cransportation, fuel, janitorial services, clerical persommel,

.‘;“ A achedule for use in the project of costs is shown as Pigure 3.

kﬂm

Thig study on consolidatiens will be confined to current expenses

‘L{."“" Xagard to fixed expenditures for bond indebtedness and debt service
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as these items cannot be considered as exerting an influence on consolidation.
Even if a consolidation occurs between units where one or the other is
heavily indebted snd cammet meet its debt obligations, the new unit will
still bave to leok toward savings in its curremt expenses to meet these
bills, or increases in its tax structure, rather than to expect any relief
from the cemsolidation of leng-temdebts. Neither will refinancing of
long-term debt be comsidered as this matter depends on the peculiarities

of the laws of the several states.

T

Consideratiom of a new buildimg erection or acquisition mey be
covered in a separate study after the projection of current costs for
consolidation, or it may be considered as the stimulation for the
consolidation which makes it the basis of comparison with the costs of
the seperate umite before the comselidation. 1It, slso, fellows that if
school districte with varying rates of taxatien are comnsolidated, and the
seme amount of taxes are to be collected, some persons will pay higher
school taxes and some will pay lower than they did before the consolidation.
While equating of tax rates sometimes proves a stumbling block for
consolidation, this study will not attempt te determine what effect

consolidation will have on current tax rates.

Procedures foy copsolidation

Attempts at reorganization stem from local initiative which
recegnizes that a larger school system is in a better position to provide
educational opportunities and special services, or from stimulations from
the states in the form of penmalties, aids in grant, or mandatory legislation

which reduces the number of school districts within a etate. There is
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constant pressure exerted by the setates for the merger of school
districts. Aa investigatiom by the Michigam Public Educatien Study
Cemmission shewed that there should be no more than 253 school districts
in all of Michigan at a period when there were 4,736 school districts.l
Operatiag against this pressure is the lethargy of the rural people in
certain districts, together with their insistence on the home-rule
principle.

The best instrumemt for combating indecisiveness about comsolidation,
which needs to be accomplished by the vote of the districts' constituents,
is accurate cost analyses which emphasize savings. In many cases, such
savings can later be used as a basis foer an expanded qualitative program.

Structural reorganiszatiom proceeds frem these beginnings to a
study undertaken by representatives of the state or ceunty govermmeat,
or other competent persoms, which attempts teo provide recommendations
for the consolidation of certaim coterminous echeol districts based on
the needs of the community area, the number of schoel children, and the
underlying tax base. It is these indepemdent studies which provide the
foundation for a successful school comsolidation from vhi\ch the projection

of costs should be computed.

t st 8
Studies of prejected cests in a comsolidation should comsider

the effect of pupil emrollment, the changes in pupil-teacher ratios and

lutty Tableman, Paying fer Public Schools in Michigan, Bureau of
Government, Imstitute of Public Imstructiomn, (Amm Arbor: Umiversity of
Michigan Press, 1931), p. 12. '

TR
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its effect en instructional cests, anyincreases or decreases in
transportation costs, and amy savings in non-imstructional costs.
These matters are discessed in their respective orders.
Pupil enrollments. Statistice by the Office of Education show
that, on the national average, the number of pupils in average daily - —
attendance per teacher im 1953-54 was 24.8, & mean reflected from
approximately 63,000 schoel districts of which two-thirds were still

one~-teacher cchooh.l As imstructional costs are variable with the

B nae

pupil-teacher ratio, the first determimant in the cost study should be
the aumber of pupils to be enrolled in the proposed school district,
both in the elementary school amd in the high school, based on the
number of childrea between the compulsory school ages.

A breakdoum of school cemsus figures into grade school placements
will determine the number of teachers required for the elementary grades
using the same average pupil-teacher ratio as the comsolidating school
districts have besn experiencing. In those instances, where enrollments
do mot provide for a full classroom, split sectioms have beem used for
expediency. Having detet;nin.d the number of instructiomal employees
required, this information then serves as a basis for imstructiomal costs
vhich {s compared with the instructional costs of the elementary achools
of the consolidating school districts. It is generally in this area
that savings cen be noted, for the equating of classroom size produces

economies through maximsm staff utilization,

1y, §., Department of Health, Education, and Welfare, Office of

Education, Statistics of State School Systems: Organization, Staff,
Pupilg, and Finances, 1953-54, (Washingtem, D. C.: U. S. Geverument

Primting Office, 1956), p. il. .
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On the high school level, in addition to determining the

anticipated nwmber of students, it is necessary to ascertain the number
of class periods during the day, the type and quantity of courses to be
offered, the mumber of classrooms available, and the number of teachers
necessary to staff the program. The simplest way is to start with the
number of periods, classrooms, and teachers already in the individual

consolidating systems, and to note any savings due to enlarged classes.

Many variables crop into the projection at this point. 1In a
majority of the comsolidations, it has been found that small school
districts with only an elementary program merge into a larger school
dietrict where there is already a high school to which they have been
sending their students and have been paying tuition charges for them.
In these cases, the receiving district not omly receives tuition, but
may also receive state aid based on the number of tuition pupils.
Payment of this stimulant for & high school education has varied between
nnkin“payncntl to receiving districts in sewe cases and to sending
dietricts in other cases depending on the exact legislative provision.
However, a careful consideration of all the facts in each case should
dieclose reliable figures to account for the differences in high school
costs before and after consolidation.

It will be noted that the basis for these comparisons has been
the actual figures in each particular case. There may be instances,
however, in which actual figures may not be available or the circumstances
affecting actual figures exert such strong influences as to make these
figures unreliable. In these mses, estimates may be used in place of

pupil-teacher ratio experience. A determination of the pupil-teacher
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ratio in larger scheels in am area, such as & county, township, or state,
vhich offer similar courses, or in which the educational quality is
similar, provides the base for making instructionsl cost comparisons.
These ratios can be related to the class size in the consolidating
school districts, thereby arriving at the approximated {netructional costs.
Any savings in instructional costs are due mainly to the greater ease
in blocking out grade enrollments when total pupil enrollment is large,
the advantage of having sufficient classrooms in the larger echool
districts, & factor which simplifies teaching procedures and enables
the bandling of larger classes, and there may even result an improvement
in teaching quality when the imstructor is able to concentrate on the
special learning problems of one age group rather than dividing his
attention amomg pupils of varying ages.

A few words of caution should be considered. A saturation point
nay be reached with the pupil-teacher ratio beyond which the increase
in the size of the school will not increase the number of pupile per
teacher. This is the cumulative effect of the classroom size, teacher
efficiency, and teacher cooperatioa. Little, in 1934, stated this as
29 pupils per teacher for elementary schools and 22 pupils per teacher for
high schools.l Theee figures appear low at the present time when congested
classroomgcharacterize the schools. Current studies being undertaken on
methods of teackin; by TV monitoring systems, utilization of teacher

apprentices, teaching machimes, and similar experiments may reveal new

lHarry A. Little, Potemtial Economies in the Reorganization of
Local School Attendance Unitg, (New York: Teachers College, Columbia

University, 1940), p. 20.

s e e
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figures on classreom size. On the other hand, minimuwm figures may be

set by legislative action. In Michigan, mo equalization grant is given
to school districts with less than 10 childrea.l Thus, it may be stated
that instructional costs are variable with the pupil-teacher ratio, but

becowe fixed at certain minimwm and maximm levels.

-y

Irangportation costs. The evidence points toward the greatest
anticipated savings in transportation expense as bus routes can be
modified to accommodate maximm pupil numbers on each route. By handling ;
larger numbers of pupils, costs of transportation operations per pupil ;
will decrease. It is only in rare instances of population sparsity that
transportation costs may increase with consolidation due to an extension
of tremsportation facilities to areas where the service had not been
available.

National averages indicate that approximately onme-third of the
public schoel pupils were transported during the year 1953-54 at an
average cost per pupil of $36.55; the range in state costs varies from
$17 to $87.2 The difference in these costs may be attributed to the
effects of population sparsity, road comditiens, ;ypeo of equipment,
and price level variations in the several states.

Te project tramsportatiom costs, it is necessary to take the
survey studies of approved plams of comsolidation, which were mentioned
earlier, to determine the number of pupils who would be transported under
8 cemsolidation program. Charting the actual bus reutes, the number of
bus steps, the number of pupils who live on each route will determine

the number of buses to be required.

lpetty Tableman, op. cit., p. 9.
20ffice of Educatiom, op. cit., p. 20.
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Economies in route service can be effected by the use of the
double or dual trip plan im cases where the bus routes are not necessarily
long. The double trip plan provides for each bus to cover two or more
differeat routes morning and afternoon, and is suited to districts of
relatively dense population. The dual trip plaa uses the same bus for
two or more morning trips and two or more afternoon trips over the same
route. In these instances, high school pupils are broughtto school before
the elementary childrea. Under either of these plans, fewer drivers will
put in more hours on the job which facilitates their recruitment, and
produces less idle time for the transportation equipment.

A comparison of the transportatiom costs for the present school
district and for the proposed district reveals any savings, which may be
expressed as a percentage. Districts which may have encountered
difficulty in buying and maintaining their buses may find that with
modified routing, there is idle equipment which may be sold or traded in,
and the monies received may be spent for the improvememt of the entire
transportatien system which, in turn, results in lessemed maintenance
costs.

In place of actual codt projections, any saviamgs in transportation
costs may be measured statistically by first determining the average cost
per pupil for transportation for the coumty or the state. In the use of
county or state figures, any peculiar factors which mow affect local
transpertation costs, and which may or may not exist after a comsolidation
is effected, are eliminated. For example, four districts comtemplating

consolidation may have curremt costs for tramsportatiom for varying
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numbers of pupils tramsported as is shown in Table 34. In this case,

with the use of a county average cost as & base for comparison, an
anticipated savings of 472 may result. While this method is subject to
the inaccuracies inberent in the use of average figures, it can be very
useful in arriving at estimated costs.

Table 34. Comparison of districts' transportatien costs with county
average transportatiom costs.

' Per Pupil Costs

Distrdict Transportation Number of Usiang County Percentage
Cests Pupils Average - $36.50 of

of Each District Tramsported for Each District Savings B

e S PRSP I

A $ 57,000 1,500 $ 34,750 1.0%

B 25,000 600 21,900 1.5%

c 48,000 1,200 43,800 2.0%

D 72,000 2,000 73,000 ( .5%)

TOTAL $202,000 3,300 $193,450 4.0%
-~

Other non-igstructional costs. Estimates of administrative
costs are predicated on the number of employees, and the number of board

members required after consolidation. The number of reperts required
of small school districts equal those required of large school districts
80 it ie axiomatic that savings will ensue in this axpemse area. Also,
specializatioeu of work procedures which is pessible in larger school
districts results in greater efficiency.

It is moxe ecomomical to provide teaching swpplies and textbooks
for ome large schoeol tham for & number of small schools. Centraliszed
purchasing insures closer study of prices, taking advantage of discounts,

and checking of merchandise quality.
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Plant operation and maintenance are also affected by ceamtralized

purchasing operations. Costs of fuel, electricity, water, and other
utilities are affected by quantity purchases which favor large consumers.

Inswrance costs also vary with the number of vehicles covered,
the number of buildings insured, and the age and state of repair of the
fixed assets. It follows that the large school district with a large
number of better equipment and buildings will bhave proportionately
smaller insurance costs than the small school district. Other costs
peculiar to the consolidating districts, such as food services, library
services, or community services will need to be surveyed in each
‘consolidation program to discever whatever potential economies are
preseat in these areas.

Weighted clementary clagssroem units. A method of estimating
current ceets in s proposed comsolidation where the same grade or course
offerings are anticipated, and pupil-teacher ratios remain the same is
the wefghted elementary classroom units (called WECU) device for comparing
total expenses of cousolidated and wunconsolidated scheol districts. This
method presupposes that there will be savings due to more econmomical
purchasing of supplies, lowered administrative costs, and increased
transportation efficiencies, but does not attempt te measure these
specific savings. It is especially useful in predicting expenses in
conselidations where a new high echool unit is anticipated where there has
been no previous high schoel cost experience, or where elementary school
districts merge with a larger high scheel umit. The WECU methed takes

the averags expense per classroom for elementary lchoolo; multiplies it
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by a facter which represents the national average differemce in per
classroom expense betweem elementary amnd high schools to show average
classreom expense in weighted elementary classroom units.

Thus, suppose that in 1954, the Office of Education estimated
that natiomally per pupil expenditures for high scheols were 1.602 times
the per pupil expenditures in elementary schools. If, in a school district
undertaking consolidation with elementary school districts, there were
30 elementary teachers and 24 high school teachers, computation would
give 68 WECU; that is, 30 plus 24 teachers times 1.602. If current
costs totaled $350,000 for this district, there would be an approximate

cost of $5,147 per WECU. Determining how many claserooms are aaticipated
in the proposed comsolidation with the elementary echeol districts will

give an approximate total cost for the new school district. It is
assumed that the econemies inherent in the larger scheol district will
be carried over to the new schoel district. The advantage of this method
lies in its circumvention of an extended anslysis of proposed operations
wvhich may be extremely difficult to project in some instamnces. Its
disadvantage lies in usiag average figures which may be a poer indicator
of actual coaditiens, and may cast deubt on the reliability of the

statistical results.

Summary

In summary, projection of cests for school district comsolidation
can proceed either on an actual cost basis or on an estimated cost basis
depending on the circumstances in each case. While actual costs may prove

to be more accurate, they entail greater amounts of plamning, computationm,
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and cooperation among the comsolidating uaits. Estimated costs based
on statistical computations are subject to error proportionate to the
degree of dissimilarity of the specific school district to the average
school district. In all events, cost studies should produce a clearer
picture of organiszatienal procedures before and after consolidation,

thus becoming an important factor in the imfluencing of school mergers. -

Lo

Long~Term Variable Budgets
for School Districts

Forecasting cests for school districts eamtails the preparatien

o e e

of a budget for the ensuing year in which there is embodied the plan
for financial msnagement. A properly prepared budget should show the
sowrces of revenue or borrowings as vwell as a summary of expenditures
with supporting schedules to reveal pest years' figures and methods of
arriving at the estimates. Long-term variable budgets are a device
for forecasting revenues aad expemditures for an extended period of time
into the future and contain a plan for the future educational program
of the school district. >
Budget pr io
Differences in the sequence of the items presented in the budget
stem from the underlyimng philosophies of particular school systems. Some
schoel districts show the revemue to be expected for the new scheel year,
thea cllocau. these revenwes to cover the scheol expemses. Other units
show the cest of the educationsl program which is desired, then fellew

with a statement of the revemue needed to pay for that level of

educational activities.
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In preseating the budget, the report may be shown in three
parts. Ome section mey consist of a message from the budget-making
authority with a summary of the proposed revenues and expenditures,
another section may show the schedules supporting the summary, and the
last section may detail any drafts of borrowing measures necessary to
put the budget into effect. The budget may be distributed to all the
taxpayers of the community as a method of engendering interest in the
educational pregram. If it is to function as & public relations document,
attempts to create public interest are made by the use of human interest
photographs, pictographs, art werk, and clever captioms in comnection !
with the educational story follewed by the costs of supporting the

projected educational objectives.

Reguletory previsions

The drafting of the budget might be affected by three
authorities. PFederal regulatioms concern budget items, such as school
lunches, vocational education, etc., and beth current expenses and
building constructiom im federally controlled or affected areas.
State previsions and regulations may limit the rate of tax levy, the
state aid support, establish minimm teachers' salaries, or prescribe
certain types of special education pregrams. Local regulatioms, such
as city charters, may provide for schoel revenues as well as for

expenditure comtrels.
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Revenue sgurces
Local school revenues are created in the main by assessuents
on property whose situs is within the boundaries of the taxing authority.
Schoel districts wvhich are not controlled by city charters levy school
taxes through the state subdivisiomal taxiag authority, and these taxes,
for the most part, are levied on real preperty. In addition to this
revenue, scheel districts receive aid from the state. Most states
attempt te work on the primciple of equal educational opportunities ';
for all children, and by this maxim allocate state aid on the basis ¢
of need by the school districts.
A large portion of the menies allocated by states to the school
districts comprises gemeral purpese funds which may be used for any
current expense purpose at the discretion ef the local district.
A smeller portion are of the special purpese type, such as for trans-
portatien, for the education of exceptional children, and for special
types of programs. In an effort to assure that the minimum educational
requirements are being met, the states impose certain minimum atandards

or requirements for participation im these state funds.

or itures
It was stated in 1957 that the "expenditures for current operation
of schools are likely to exceed $100,000 a year even in a small district
haviag as few as 500 pupils. In & district with 5,000 pupils, expenditures

may exceed $1,000,000 a yut."l The means by which this money is spent

lLee 0. Garber (ed.), Lav and the School Business Manager,
(Danville, Illinois: Interstate Printers and Publishers, 1957), p. 93.
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may make the difference between an economical or an unecomomical
operation and an adequate or an inadequate educational program.

In constructing the figuree for the budget, due emphasis
should be given to the cost experience of the past year. An snalysis
of anticipated expenditures by classrooms, by departments, by buildings,
and by elementary, junior and semior high divisions should be made in
order to bring into clearer focus the trend in the spending for the
various programs. Im setting the total program, anticipated student
enrollments are forecast from the school census and any unusual increases
or decrecases from these figures can be determined in advance from current
circumstances. In determining the estimate for staff requirements, the

following general guide has been suggested.l

Table 35. Guide for staff requirements.

Staff Position Staff Requirements

Principals and other admimistrative

officers 1 to 12 teachers
Classroom teachers 1 teacher te 25 pupils
Counselors 1 :o‘zoo high schoel pupils
Librarians 1 to 500 pupils
Clerk ‘ 1 to 50 pupils

(No school of 12 teachers or more
should be without a full-time clerk.
A clerk can divide her time between
two or more schools.)

Nurse 1 to 1,500 elementary pupils
1 to 2,000 high school pupils
Custodian 1 full-time custodiam for approxi-

mately 16,000 sq.ft. of floor space

lamerican Agsociation of School Administrators, Scheol Boards in

Action, (Washimgten, D. C.: National Education Association, 1946), p. 122.
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rm b tin

Thus far the material has outlined what i{s required for
budgeting purposes. With this background of general conditions, it
is suggested that variable budgets be developed by the scheol district
showing anticipated trends im pupil enrollment to determine long-term
forecasting for buildings, instructional staff requirements, and
modifications of the school program to include new and desirable changes.
In the use of this method, the annwal budget becomes a part of a
projected plan which may extend to five or tem years im scope, and
reflect the varisble elements of the educational program. There are
several reasons why projecting variable costs in long-term plamnning
is especially useful:

a. Publicity regarding needed building improvements may be
started in time 80 that there is sufficient opportumity for public
discussioen and agreement on issues.

b. Trends in higher pupil enrollments can be watched with respect
to staff replacements or recruitments before the needs become critical.

c¢. Increased costs due to rising price fluctuations may be
anticipated and previded for.

d. The meed for cousolidations may be visualized if the receipts,
expenditures, tax rates, and texable property are comnsidered over a
long-term period ef time.

The continuous long-span method of budgeting for schools entails
the techniques of ad justing the forecasts annually or periodically, and

of budgeting constantly in the light of new developments, and always

)
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working several years in advamce of the curremt amnual budget. While
long-term planming may not be feasible from the legal (state-aid)
standpeint, the use of this expedient together with variable budgets
censidered in the light of minimum snd maximum pupil enrollment figures
is to be recesmended as a helpful technique for finmancial steering.

Procedures for long-term budgeting. Projected pupil enrollments e
can be secured from the school cemsus and adjusted for dropouts based
on the experience records of the school system. PFor this purpose, it is
necessary to utilize past historical records. The use of an enrollment
chart coverings period at least comparsble to that of the forecast
showing grede enrollments through the years is a useful method of
ascertaining very closely the dropout rate. The resulting anticipated
pupil enrollment figures showing minimm and maximum emrollments, while
possessing high relisbility, should be adjusted each year to reflect
curremt trends in the imnovations of the educational programs and changes
in economic conditions, thus necessitating the constant review and adjust-
ment of the budgetary figures.

Once the enrellment study has been finaliszed, the projection
of the costs of the educatiomal program proceeds. The pupil-teacher
ratios of the several grades cam be extended into the enrollment study
to determine staff requirements for the term of the budgets not only on
the basis of the anticipated ranges in enrollment but also on the basis
of the varying educatienal pregrams. As the enrollment figures vary
within some predictable range due to the approximations inherent in them,

the variable budgets are developed to show the resultant ramges in expenses.
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Per pupil unit cests en imstructiomnal swpplies, library books,
sudio-visual materials, tramsportation expemse, and other expenses
directly related to pupil costs can be analyzed with respect to their
adequacy. Salaries of custedians, clerical workers, counselors, and
administrative and instructional staff members are based on salary

schedules which are subject to periodic revisions amd comtain annual

increment previsions. A realization that such salaries will increase
or decrease to reflect ecomomic cyclical fluctuations makes for sensible
long-term planning.

Especially importamt is amticipatery plannimg in the field
of public borrowing. Budgetary planning which encompasses the effects
of slternative borrowing programs and procedures, varieus types of
building programs to growp grade divisions, and the resulting changes
in expenditures due to these factors makes for a realistic viewing of
the long-renge monetary needs. The "going-concern" concept is as
valid for echool districts as it is fer business comcerms.

Charty fer lomg-term budgeting. The following charts are presented
for use in variable budgeting (see Figures 4 through 8). In comnectien
with their use, it is desirable to retain in mind the afoerementioned
perspectives on budgetary precedures. The group covers personnel
salaries only; however, extensiom of the materials shown can be developed

for other revenue and expense classifications.
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Year_(1962-72)
PUPIL ENROLLMENTS
YEAR

(1962-1963) (1963-1964)
Min. Max. Avg. Mim. Max. Avg.

Nt Nt N N N Nt Nt N N Nd o N N T o o T N Nt o N N Nt N o Nl o ot I o oS N P O St o ot o

NOTE: Worksheet
to be extended
for entire 10-
year period.

(Figures should include transferring rural students.)

Figure 4. Long-term budget schedule showing pupil enrollments.
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Year_(]1962-72)
INSTRUCTIONAL STAFF REQUIREMENTS
Elementary - Building (A)

(To be used in conjunction with PUPIL ENROLLMENTS)

JEAR

(1962-1963) (1963-1964) )
Nin. Max. Avg. Min. Max. Avg. )
)
Kindergarten.. )
)
lececeeseanson )
)
20'.0".!.0.0' )
)
K )
)
beveiiannnnnne ) NOTE: Worksheet
) to be extended
Dececoccerases ) for entire 10-
) year period.
60.'.'0000000. )
)
SPRCIAL....... )
)
TOTAL......... )

(Scheduling of half-day sessions Should be taken into account.)

Figure 5. Lomg-term budget schedule showing teachers required for an
elementary school.
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Year_(]1962-72)
INSTRUCTIONAL STAFF REQUIREMENTS
Secondary
(To be used in conjunction with PUPIL ENROLLMENTS)
YEAR

Min. Max. Avg. Min. Max. Avg. )

JUNIOR HIGH

7th Grade Subjects..

e

8th Grade Subjects..

NOTE: Worksheet
to be extended
for entire 10-
year period.

SENIOR HIGH

9th Grede Subjects..

(This 1ieting is to be
continued through 12th
grade gubjects.)
SPECI“'O ® @ 0000000000

STUDY HALL..........

N’ o o o o o o N o N o N o o o Nt N o P o o o I T N S I o I I P

Figure 6. Leng-term bwdget schedule showing teachers required for a
msecondary school.
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Year_(1962-1972)
NON- INSTRUCTIONAL STAFF REQUIREMENTS

(Te be used in conjunction with PUPIL ENROLLMENTS)

ELEMENTARY

Building A
Full-time Custodians..
Parc-time Custodians..
Clerical.....covveeens
Other...ccoovececennes

Building B
Full-time Custodians..
Part-time Custodians..
Clerical....ccecvvvees
Other..........

JUNIOR HIGH
Full-time Custodians..
Part-time Custodians..
Clerfcal......ccce000e
Other.....c.c.cco00t0000e

SENIOR HICH
Full-time Custodians..
Part-time Custodians..
Clerical....c.ocovueee
Otber.................

LIBRARIANS..............
NURSES. .................
COUNSEL.ORS
SPECIAL

TOoTAL

0000000000000

® ® ® 0 cs0cvecc00s0000

.
®® ® e 0 cocr.000000000

YEAR
(1962-1963) _ _(1963-1968) _

Min., Max. Avg.

Min. Max. Avg.

N N N N N o NI Nat Nl N o N b Nt o P N o o I o Nt I o Nt o ) N S Nt ) o P S S

NOTE: Worksheet
to be extended
for entire 10-
year period.

Flgure 7. Long-term budget schedule showing employees required foer
non~-instructional work in elementary and secendary schools.



Year_(1962-72)

SALARY EXPENSES

INSTRUCTIONAL AND NON- INSTRUCTIOMAL STAFFS

(To be used in comjunction with PRECEDING SCHEDUYLES)

SALARY, INCLUDING ANNUAL INCREMENTS

PRIOR YEARS

1959~ 1960- 1961-
1960 1961 1962

NAME OF TEACHER:
Elementary Building A
Kg... ‘
1....
2....
3....
4....
S....
6....
Add‘'1l..
Elementary Building B
Kg...
l....
2....
3....
4....
Seees
6....
Add‘*1..

Junior High

(This 1isting is to be
continued through 12th
grade subjects.)

(1962-1963)
Min. Max. Avg.

Nl " o o " N o W o Nl o o o o Nt N N NS N o ot o N P NP N N N N N N N o N |

NOTE: Worksheet
to be extended
for entire 10-
year period.

Figure 3. Leng-term budget schedule showing salary expemses for
instructional and non-instructional employees.
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on e budgeti
Lomg-term variable budgeting is an aspect of school financial
administration vhich has mot yet received the attention of school
administrators. The advantages of budgetiag over am extended period
of time becomes self-evident as the revenues and expemditures of schoel

districts are affected by population tremds and ecenomic cenditions.

Fut ure educational plams are dependent om current imformation regarding
costs and the projection of these costs for financial steering. The

base for sound future plans is cost ceatrol through cest studies and
information.

Summary

The development of cost analyses for scheol districts proceeds
fxrom a etudy of costs affecting departments directly imvolved in teaching.

Indirect cost functions are allocated to instructieamal departments as

a further refinement of costing techmiques. Projectiqm of costs in

consolidation and in varisble budgeting are two extensions of costing

functions in school district accounting.



CHAPTER VI
SUMMARY AND CORCLUSIONS
Preblem and Procedures

This research study was performed to determine the frame of

aind of school admiaistraters respecting their desires for the use of

an additional finamcial teol--cost accowmting, aad whether it is possible
to wutilize cost studies in school district accountimg. The survey of
the literature preceding the initiation of this research study indicated
that there is a great desl of imterest in school accowating by various
school groups and authors. However, less interest is evideat im the
application of cost accounting. This study investigated the spplication

of cost accountimg to school fimamcial management.

of t
This study was conducted to determine whether school administrators

utilized cest recerds as an essential tool in financial management, and
vhether there was a felt need for such recerds by schoel district officials.
Then to test the feasibility of cost recerd utilizatien, analyses were

hade 0of the manuals, accounting forms, regulations and rules of the state
departmeme @ of education in the 50 states as well as a study of Handbook II
°f the U. S, office of Education. Based on the desires of school adminfs-

traters amc the permissive nature of regulatory provisions imposed by the

127



128

states, selected cost accounting studies were developed. ERach of the

Steps in this study resulted in an affirmative finding.

Methodology snd design

The conduct of this study required three types of research

techniques.

1. The feelings of echool administrators toward cost accounting

procedures was tested by a mailed questiomnaire to 233 scheol districts

selected by ramdom sampling. A follow-up postcard request was sent to

180 participating respondents to test any changes in attitude after they

bhad received the results of the survey.

2. Personal interviews with school adminigtrators in ten city

schoel districts was conducted to provide depth and meaning to the

answers to the questionnaire used in the survey.

3. Analytical study of the general accounting framework imposed

by governmental bodies was conducted to determine the types of cost

accounting reports which may be formulated for use by school districts

of verying size.
To explore the theory that school administrators are desirous

to initiate improvements, that they are not hampered by regulatory bodies
te preparxe suitable cost reports, and that cost accounting procedures can

be applied te school district accounting, the answers to three questions

Vere sought :
8. I® there a falt meed by scheol administrators for the use of

‘nderlyfmg cost records as em aid to managerial efficiency?

b. Doas the general accounting framework, as set by state regulatory
bodtes, h.an the use of costing methods?
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c. Cam cost accounting recerds be developed independently of
the general accounting framework, either on 8 limited or extensive
basis, depending on the type of educational program offered, the size
of the school administrative unit, and the size of the pupil enrollment?
Analyeis of gurvey data. The analysis ef the information obtained
from the respondents' answers te the mail questiomnaire was summarized
by the writer and tabulated, and statistically analyzed by the MISTIC

Computer at the Michigan State University Computer Laboratery.

Summary of Findings

This study revealed extensive interest by school administrators
in the subject of cost accounting studies which is indicated by the
74.6% return of the mailed questionnaires. Interest by state departments
of education is equally high as the writer was able to secure replies
from these agencies to a request for accounting manuals, regulsations,
and forms in an abundance which far exceeded expectations.

The findings from this study are presented a® answers to the
three questions posed earlier.

Quegtion ome: Is there a felt need by school administrators
for the use of underlying cost records as an aid to managerial efficiency?

This question received am affirmative answer by a slight margin.
A follow-up postcard request survey created the implication that an
unfavorable attitude of a school administrator toward cost accounting
procedures may possibly be changed through dissemination of literature

favoring cost accounting.
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Respondents who participated im the questionnaire survey
indicated by approximately 527 that they were favorably disposed
toward the use of cost studies. The school districts which already
had some cost methods in use showed s strong affirmative viewpoint. The
survey showed that as 8 school district increases the types of mechanical
equipment in use and the types of general accounting records in use, it
possibly shows a prepensity to increase its cest studies.

Question two: Dees the general accounting framework, as set
by state regulatory bodies, hamper the use of costing methods?

The amswer to this question is that the gemeral accounting
framework does not hamper the uwse of costing methods. The criteria
used for determinimg the possibility of cost studies was that a school
district was required te have: (1) a budget for predetermining costs;
(2) a set of genmeral accoumting records to show revenues and expenditures;
and (3) a sub-classification of the expenditure accoumts at least om a
one-level gradatiom.

Anslyeses of the manusls, accopnting forms, regulations and rules
of the state departments of educatiom in the 50 states as well as a
study of the recommendations in Hamdbook II of the U. S. Office of
Education showed that at least 49 of the states require that school
districts prepare a budget, that accewmt classifications contain
information on receipts and disbursements, and that there is at least
a one-level gradation of the chart of accounts which permits school
districts to develep cost studies to aid in the solutions to their

financial problems. (These findings also apply in the District of Columbia.)
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egption e: Can cost accounting records be developed

independently of the gensral accounting framework, either on & limited
or extemsive basis, depending on the type of educatiomal program offered,
the size of the school administrative unit, and the size of the pupil
enrellment?

The answer to this question is apparent im the cost analyses
using direct cost and indirect cost centers which were developed for
varying size of school districts and were based on acceptable business
practices. Adaptation of cost analyses irom business practices to
school district use proceeded from & cousideration of recommendations
for cost accounting methods from authoritative seurces, such as the
Cost Accountants' Handbook, various publicatioms of the National
Asgociation of Accountants, the American Accounting Association, and
Handbeok II eof the U. S. Office of Education. Alse, the writer's
experiemce as & certified public accountant since 1948 contributed
to the development of these cost analyses. Cost studies on conselidations
and long-term variable budgets are presented as twe types of cost reports
singularly udeful for school district fimancial planning which is possible

under the prevailing general accounting structure at the present time.

Conclusions

The findings in this study indicate that scheol administrators
are not fully acquainted with cest accountiag precedures although they
shov an interest in this area of financial management. The poteatials
of cost studies are not realized by many schoel officials due to their

mfamilisrity with the sudbject. This may be the result of a paucity
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of literature on cost accounting for scheol districts or te the lack of
training by scheol administrators in this subject. The adoption of the
recommendations in Handbook I1 of the U. 8. O0ffice of Edweation by a majority
of the states is focusing attention on accounting records in use by scheol
districts. Thisg is a trend in the direction of improved reporting methods.
It is felt by the writer that further improvements cam be accemplished in
financial reporting by the dissemination of informatiem on cost acceunting
uses in school districts.

The types of cost studies needed by each scheol district varies
with the size of the school district, the demend for cost infermstion
by the tax-payiag public, snd the urgency for the use of cost information
by the school administrator. That school districte are making cost studies
spasmedically on the demand eof the particular eccasien is well known. Alse,
many school sdministrators have statistics on the costs of the various services
offered by the system. However, individual thought and effort on the part
of each administrator is required to develop figures en the costs ef specific
cost units. There is a need for a textbook on cest accounting procedures
wherein the theory and techniques of amalysing costs ef typical acheel
expenditures 1s explained, illustrated, and carefully integrated with scheol
business adainistratiom.

As stated earlier, quality education is not necessarily expensive
por do high expenditures signify quality in education. It is omly when a
schoel district receives full measure for the expenditure of funds that the
conditions for public trust in the sdministration of the school are satisfied.
The school administrater checks on the measure of value received through

s reports. Thus, cest reports can be utilised te interpret, and even
5 .
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direct, the piztlonphy of the school system. The interpretation of school
philosophy oceurs when the cest of each scheol service is compared with the
prior year's cest and with the cost of every other service which the school
offers. The administrator can check on the direction of school expenditures
to determine whether the philesophy of the scheol is being followed. Recurring
expenditures for certain classes of services can direct the school system
toward a philosophy of education which the cests of the various services
indicate.

The findinge disclosed that schoel districts with multiple units of
elementary, secondary, and community college exhibited the greatest interest
in cest aacceunting procedures and, therefore, are the most favorable users
of this managerisl device. 8mall school districts complain of a lack of
trained personnel to develep cest informatien. Thus, a comcentration of
cost analyses to suit the multiple unit school system may be the most propitious
method to introduce continuing cest anszlysaes to school administrators.

Those scheol districts which employ data processing equipment have
an unusual opportunity to amplify their financial information by fact-finding
rqnx:tc on costs. 8chool districts using mamual and mechanical methods can
ispreve their finamcial reporting by periedical reperts on unit costs at a
time when school is not in sessien and the demands on the clerical staff have
subgsided. Based on the material in this study, the conclusions are:

a. The receptiveness of schoel officials to cost studies can be
incressed by publicizing the merits of cost-finding techniques.

b. The adoption of cost acceunting &s a managerial tool i)y school
perseanel can be increased by implementing school fund accounting courses

with ngterial on cest accounting.
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c. Cest reports may be utilized to interpret the philosophy of
the school system te the cemmunity.

d. In erder to intreduce continuing cost studies to school admin-
istratex s, the needs of the multiple school units of elementary, secondary,
ad commwunity college should be considered first as these school units
swwidenc@ad the greatest interest in further cost studies.

@. The trend toward automated equipment in school district accounting
provides the means for valuable cost reports without necessitating the addition
of of££1 ce personnsl for the preparation eof these reports.

£f. 8chool districts of emall size can prepare cost reports during

those pexiods of time when there is an abatement of scheol activities.

Implications fer Further Study

The material in this study has led to the following recommendations
for furcher study:

&a. It appeared to the writer during the personal interviews with
school o £ficials that they had preconceived opinions on the value of cost
Sccountimg which may be based, in part, on their experience and training.
To what @axtent the answers to the mailed questionnaires were influenced
by this factor canmmot be determined. A study in the ares of the background
of school adainistraters can be very useful in the consideration of further

Tesearch @tydies of this type.

bB. The types of cost reperts already used by school administrators

€ould not b determined from this study. A search in this area could

lndicate Che directien of further development in this subject.

€< The use of long-term variable budgets appears as a new type

of
lmg.r.nu planning for school units and & study in the area of long-term

PPN
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Pplamning could imitiste a tramsfer of this effective msnagerial device
from business usage into the educatienal field.

d. A study in the area of traimiag pregrams for scheol persommel
could reveal the present tremd for school administrative work preparatiea
on the executive level. Aa increase im accounting traiming for schoel
administrators on a quality rather than a quantity basis may increase the P
managerial efficiency of those to whom school business management is emtrusted. ;

e¢. A study at a later date similar to the curreant stwdy may reveal i
changing attitudes of scheol administraters toward cost acceuntimg procedures. |
It is the opiniom of the writer that greater imterest im this ares will be
menifest at a later date dus te the emergence of this subject im the area

of schoel administrationm.

Summary

The function of schools is to educate. The means for accemplishiag
this function are constaatly changing, both aducationally and sdministratively.
In the administrative field, cost accowating is & tool which has not been
put into use as fully as its potemtials warramt. The findiags of the stwdy
indicate that school administrators are, ss a majority, i.nliereuod im cost
procedures, that regulatory provisiens permit cost studies, and that
adaptations of business cost amalyses csa be made for scheel district use.
The conclusions indicate that the imtreductiom of cost scceouatimg as am aid
to scheol fimancial management can preceed aleag several well-marked avenues
which relate to the traiaing of the schoel administrater, aad the type of
school and’ facilities with which he werks. Further studies to implement
this research thesis are implied in the aforementiomed findings and

conclusions, and are itemized for comveanience.
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City or School District

Report prepared by

1.

Elementary only . . . . .
Secondary only
Community college only .
Elementary and secondary
Elementary, secondary, and co-nlty eollege
Secondary and commmmity college only

2.

3.

4.
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QUESTIONNAIRE

Pate

State

(Name)

TR

(Title)

WHAT TYPE OF EDUCATIONAL PROGRAM DO YOU OFFER:

e e o o
e o o o
e o o o

AVERAGE BAILY ENROLLMENT

Number of MNumber of

(Check Ons) Schools Teachers L

L ] [ ] L) L[]

L] L] . .

NO. OF DAYS IN SESSION

ANNUAL CURRENT EXPEMDITURE PER PUPIL
IN AVERAGE BAILY ENROLLMENT (PER CAPITA COST)

PLEASE CHECK THOSE ACCOUNTING RECORPS WHICH ARE IN USE:

ral ac t records:
Cash receipt journals 2
Insurance registers
Note registers
Bond registers
Petty cash records
School lunch records
Voucher registers or
disbursement ledgers

t accounti oxds:
Transportation cost analyses
Payroll allocation schedules

Cafeteria costs analyses

Individual earnings records
Student activities records
Revenue ledgers
Property ledgers
Payroll journals
Appropriation er encumbrance

and expense ledgars
Other

Job cost ledgers
Expemse allocatiom schedules
Other




5.

7.

8.

9.

10.

11.

12.
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PLEASE CHECK MECHANICAL EQUIPMENT AVAILABLE:

Adding machines Bookkeeping machines

Calculating machines Other

Bata processing equipment

NUMBER OF KMPLOYRES ASSIGQWED TO DUTIES OF A BOOKKEEPING NATURE

WHICH OF THE FOLLOWING METHODS DO YOU USE FOR AVERAGING EXPENDITURES:
(Please check ome)

Per pupil Weighted elementary Grade or
unitse classroom units course units Other

PO YOU HAVE COST APPROXIMATIONS ON THE TEACHING OF

CERTAIN FUNMBAMENTAL SUBJECTS (SUCH AS SPELLING,

HAMDWRITING, PHYSICS, ETC.) TO RACH STUDENT IN

YOUR SYSTEM? Yes No

DO YOU HAVE COST APPROXIMATIONS ON THE COSTS OF

NON-TEACHING ITEMS (SUCH AS STUDY HALL SUPERVISION,

LIBRARY SERVICES, GUIDANCE SERVICES, RETC.) TO EACH

STUDENT IN YOUR SYSTEM? Yes No

DO YOU HAVE YOUR EMPLOYEES (ADMINISTRATIVE,
INSTRUGTIONAL, CLERICAL, CUSTODIAL, ETC.) KEEP
TIME REPORTS ON ALL TIME WORKED BY THEM? Yes No

HAVE YOU EVER FELT THAT INFORMATION OF TRE ABOVE

TYPE WOULD BE USEFUL IN DISCUSSIONS OF SCHOOL

EXPENSES WITH P. T. A., PACULTY, OR CITIZENS'

GROUPS? . Yes No

COBOMENTS :
:

YOU WILL BE INFORMEP OF THR RESULTS OF THIS SURVEY



HELEN M. SMITH
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COVERING LETTER

Certified Public Accountant

e e . .

1051 Lakeshore Drive - US 25
Carsenville, Michigan

Rt s 1

e o o o

e e o o

e o o o
>

The enclosed questionnaire pertains to a study of accounting
procedures prevalent in school districts in the United States.
Your dietrict is included in a sampling drawn from 50 states
to determine the practicability of using cost asccounting

methods.

Will you please complete the questiomnaire by checking in
the appropriate blanks, and return it in the enclosed

stamped envelope.

I know that your time and your employees' time is valuable,
but a small favor in this respect will be appreciated.

Enclosures:

S8incerely,

Helen M. Smith

Questionnaire
Return envelope

You will be informed of the results of the survey.
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FOLLOW-UP LETTER
HELEN M. SMITH

Certified Public Accountant
1051 Lakeshore Brive - U8 25

Carsonville, Michigan
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Your assistance is needed for the purpose of completing a
study on school district accounting which investigates
cost procedures helpful to school administrators.

While I realize that the demands upon your time make it
impossible for you to comsider every request sent to you,

I do hope that you will complete the enclosed questionnaire
and return it in the stamped envelope. This material is
identical to that sent to you previously.

This smnall favor will be most appreciated.

Sincerely,

Helen M. Smith
- Enclosures:
Questionnaire
Return envelope

You will be informed of the results of the survey.

-~y
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SAMPLES OF STATE SCHOOL DISTRICTS

Regions
and Reply
States County Cicy Population Received
Northeast
New Atlantic Margate City 4,715 Yes
Jersey
Bergen Midland Park 5,164 No
(::\mtiu) Burlington Pemberton 7,107 Yes
Camden Clementon 3,191 Yes
Cape May North Wildwood 3,158 No
Cumberland Bridgeton 18,378 No
Rssex Caldwell 6,270 Yes
Millburn 13,775 Yes
Gloucester lulumtov-n 2,632 Yes
Hedson Kearny 39,952 No
Huntexrdon Lambertville 4,477 No
Merxcer Lawrence Twp. . 4,433 Yes
Middlesex South Plainfield 8,008 Yes
Monmouth East Keansburg 2,596 No
Morris Lincoln Park 3,376 No
Morris Twp. 3,852 Yes
Ocean Toms River 2,517 Yes
Passaic Wanaque 4,222 No
Salem Salem City 9,050 Yes
Somerset North Plainfield 12,766 No

i

. - e — s



149
SAMPLES OF STATE SCHOOL DISTRICTS - Contipged

Regions
and Reply
States County City Population Received
New
Jersey - Continued
Sussex Franklin 3,864 Yes
Union Hilleide Twp. 21,007 Yes
Warren Hackettstowm 3,89 No
Phillipeburg 18,919 Yes
North Central
Illineis Boone Belvidere 9,422 Yes
(102 Carroll Savanna 5,058 Yes
counties)
Clark Centralia 13,863 Yes
Cook Homewood 5,887 Yes
DeWitt Clinton 5,945 Yes
Edwards < Albion 1,855 Yes
Franklin Christopher 3,545 Yeo
Crundy Morris 6,926 Yes
Henderson Oquawka 912 Yes
Jasper Newton 2,780 Yes
Johnson Vienna 1,173 Yes
Knox Abingdon 3,300 Yes
Lee - Dixom 11,523 Mo
McHenry Crystal Lake 4,832 Yes

Madison Collinsville 11,862 Yes
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SAMPLES OF STATE SCHOOL DISTRICTS - Contimwed

Regions
and Reply
States County City Population Received
Illinois - Coptimwed
Massac Metropolis 6,093 Yes
Montgomery Litchfield 7,208 Yes
Peoria Peoria 111,856 Yes
Pope Golconda 1,301 No
Richland Olney 8,612 No
Sangamon Springfield 81,628 Yes
Stark Toulon 1,230 No
Vermilion Banville 37,864 Yes
Wayne Pairfield 5,576 Yes
Minnesota Becker Petroit Lakes 5,787 Yes
- (84 Blewe Barth Mankato 18,809 Yes
counties)
Carver Chaska 1,927 Yes
Clay Moorhead 14,870 Yes
Cottonwood Windom 3,165 Yes
Douglas Alexandria 6,319 Yes
Freeborn Albert Lea 13,545 Yes
Hubbard Park Rapids 3,027. Yes
Jackson Jackson 3,313 Yes
Koochiching International PFalls 6,269 Yes
Lake of Baudette - 1,017 Yes

the Woods
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SAMPLES OF STATE S$CHOOL DISTRICTS - Comtimned
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Regions
and Reply
States County City Population Received

Minnesota - Continued
McLeod Glencoe 2,801 Yes
Martin Fairmont 8,193 Yes
Mower Austin 23,100 Yes
Nobles Worthington 7,923 No
Pennington Thief River Palls 6,926 Yes
Polk East Graand PForks 5,049 Yes
Redwood Redwood Falls 3,813 Yes
Rock Luverne 3,650 Yes
Sherburme st. Clowd 28,410 Yes
Steele Owatonna 10,191 Yes
Todd Staples 2,782 Yes
Waseca Waseca 4,927 Yes
Winona Winona 25,031 Yes

South Pakota Aurora Plankinton 694 No

(67 Beadle Huron 12,788 Yes

counties)
Bennett Martin 1,013 Yes
Brown Aberdeen 21,051 Yeo
Butte Belle Yourche 3,540 No
Clark Clark 1,291 Yes
Corson McIntosh 626 Fo



SAMPLES OF STATE SCHOOL DISTRICTS - Coatinued
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Regions
and Reply
States County City Population Received
South Dakota - Continued
Day Webster 2,503 Yes
Douglas Armour 1,013 Yes
Faulk Faulkton 747 Yes
Haakon Philip 833 No
Hanson Alexandria 746 Yes
Butchinson Olivet - No
Jerauld Kessington 8prings 1,352 Yes
Lake Madison 5,153 No
Lyman Keanebec - No
McPherson Leola 795 Yes
Miner Heward 1,191 Yes
Pennington Rapid City 25,310 Yes
Roberts Sisseton 2,871 Yes
Spink Redfield 2,655 Yes
Todd Mission - Yes
Union Blk Point 1,483 No
Yankton Yankton 7,709 No
South
 Florida  Alachus Gainesville  (Cownty-unit school  Yes
systems - see
(67 Bay _ Panama City explanation under Yes
counties state column.)



SAMPLES OF STATE SCHOOL DISTRICTS - Continued

Regions
and
States

County

153

City

Reply
Population Received

Florida - Contin

In this
state, the
schools in
the cities
are admin-
istered as
a part of
the county
in which
the city
is located;
therefore,
requests
were sent
to county
superin-
tendents.)

Broward
Citrus
Columbia
Dixie
Flagler
Gilchrist
Hamilton
Hernando
Holman
Jefferson
Lee
Liberty
Marion
Nassau
Orange
Pasco
Putnan
Santa Rosa
Sumter

Union

Port Lawderdale

Ivernass
Lake City
Croes City
Bunnell
Trenton
Jasper
Brooksville
Bonifay
Monticello
Fort Myers
Bristom
Ocala
Fernandina
Orlando
Dede City
Palatka
Miltemn
Bushnell

Lake Butler

Yes

Yes

Yes

)

Yes

No
Yas
. Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

¥o
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SAMPLES OF STATE SCHOOL DISTRICTS - Comtinued

Regions
and Reply
States County Cicy Population Received
Florida - Contipued
Walton De Funisk Springs No
Washington Chipley Yes
Mississippi Amite Liberty 665 No
(82 Calhoun Pittsboro - No
counties)
Choctaw Ackerman 1,528 Yes
Coghoma Clarksdale 16,539 No
DeSoto Hernando 1,072 No
Greene Leakesville 834 Yes
Harrison Biloxi 37,425 Yes
Igsaquena Mayersville - Yes
Jasper Bay Springs 1,228 Yes
Kemper DeKalb 866 Yes
Lauderdale Meridian 41,893 Yes
Leflore Greenwood 18,061 No
Madison Caaton 7,048 No
Mont gomery Winona 3,441 Yes
Roxubee Macon 2,261 No
Pexry New Augusta .- Yes
Prentiss Booneville 3,295 Yes
Sharkey Rolling Fork 1,320 No



SAMPLES OF STATE SCHOOL DISTRICTS - Comtipmed
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Regions
and Reply
States County City Population Received
Mississippi - Gomtinued
Stone Wiggins 1,141 Yes
Tippah Ripley 2,011 No
Union New Albany 3,680 Yes
Wayne Waynesboro 3,442 Yes
Winston Louisville 5,282 No
Yazoo Yazoo City 9,746 Mo
Texas Bandera Bandera - Mo
(254 Braczos Bryan 18,102 Yes
counties)
Cameron Brownsville 36,066 Mo
Coleman Coleman 6,530 Yes
Crene Crane 1,420 Mo
Dickens Dickens 465 No
Palls Marlin 7,099 Yes
Galveston Texas City 16,620 Yes
Guadalupe Seguin 9,733 Yes
Hays San Marcos 9,980 Yes
Hudspeth Sierra Blanca 725 No
Johnson Cleburne 12,905 Yes
Kinney Brackettville 2,653 Yes
Limestone Mexia 6,627 Yes

g
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SAMPLES OF STATE SCHOOL DISTRICTS - Comtigmed

Regions
and Reply
States County City Population Received

Texas - Continued
Mason Mason 1,535 Yes
Mitchell Colorado City 6,774 Yes
Nueces Corpus Christi 108,287 Yes
Presidio Marfa 3,603 Yes
Rockwall Rockwall 1,318 Yes
Sheldby Center 4,323 Yes
Tarrant Port Worth 278,778 Ro
Upton McCamey 3,121 Yes
Wharton El Cempo 6,237 Yes
Young Olney 3,765 Yes

West

California Alpine Fredericksburg ~3,854 No

(58 Calaveras San Andreas 1,082 No

counties)
Contra Costa Pittasburg 12,873 Yes
Fresno Reedley 4,135 Yes
Hemboldt Kureka 23,058 Yes
Kern Taft City 3,707 Yes
Lake Lakeport - Yes
Madera Madera 10,497 Yeo

Mariposa Mariposa - Yes
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SAMPLES OF STATE SCHOOL DISTRICTS - Cemtinged

Regions
and Reply
States County City Population Received

California - Continwed

Modoc Alturas 2,819 Yes
Monteray Pacific Grove 9,623 No
Orange Santa Ana 45,533 Yes
Plumas Quincy - No
San Benito Hollister 4,903 Yes
San Diego San Diego 334,387 Yes
San Luis San Luis ,
Obispo Obispo 14,180 Yes
Santa Barbara Santa Barbara 44,913 Yes
Shasta Redding 10,256 Yes
8iskiyou Weed 2,739 Yes
Stanislaus Turlock _ 6,235 Yes
Teheama Corning 2,537 o
Tuolumne Sonora 2,257 Yes
Yolo Davis 3,554 Yes
Yuba Marysville 7,826 Yes
Nevada Churchill Fallon (County-unit school No
systems - see
az Clark Las Vegas explanation wader Yes
counties state column.)
Douglas Gardnerville Yeas

Elko EBlko Yes



SAMPLES OF STATR SCHOOL DISTRICTS - Qontinued
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Regions
and Reply
States County Cicy Population Received
Nevada - Gogtinued
In this Esmeralda Goldfield No
state, the
schools in Rureka Bureks Yes
the cities
are admia- Hwmboldt Winnemucca Yes
istered ae
a part of Lander Battle Mouwatain Yes
the county
in which Lincoln Panaca Yes
the city
is located; Lyon Yerington Yes
therefore,
requests Mineral Hawthorme Yes
vere sent
to county Nye Tonopah Yes
superin-
teadents.) Ormsby Carsou City Yes
Pershiag Lovelock Yes
Storey Virginia City Yes
Washoe Reno Yes
N White Pine  Rast Ely No
Wyoming Albany Laramie 15,581 Yes
(23 Big Horn Levell 2,508 Yes
counties)
Campbell Gillette 2,177 No
Carbon Rawvlins 7,415 Yes
Converse Douglas 2,544 Yes
Crook Sundance - o
Fremont Lander 3,349 Yes

,'“‘“““"‘T? T



SAMPLES OF STATE SCHOOL DISTRICTS - Cemtinued
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Regions
and Reply
States County City Population Received
Wyoming - Continved

Goshen Torrington 3,247 Yes

Hot Springs Thermopolis 2,870 Yes

Johnsen Buffalo 2,674 Yes

Laramie Cheyenne 31,935 Yes

Lincola Keamerer 2,026 Yes

Ratrona Casper 23,673 Yes
Niobrara Lusk 1,814 Yes

Park Powell 3,804 Yes

Platte Wheatland 2,110 Yes
Sheridan Sheridan 11,500 Yes
Sublette Pinedale 647 Yes
Sweetwater Green River 3,187 Yes

Rock Sprimgs 10,857 Yes

Teton Jackson 1,046 Yes

Uinta Evanston 3,863 Yes
Washakie Worland 4,202 Yes

Weston Newcastle 3,395 Yes

L NIV |
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FOLLOW-UP POSTCARD REQURST

Date

PLEASE CROSS OUT OWEK:

1. I (agree/disagres) with the expression of the
majority opimiom to question #4 as disclosed
by the survey.

2. 1 (have/have not) changed from my former epinien.

3. This material (is/is not) beneficial to me in my
work. v

COMMENTS :

Name Title

School District State

e |

ey
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COVERING LETTRR

HELEN M. SMITH CLOYD
Certified Public Accountant

1051 Lakeshore DPrive - US 25

Carsonville, Michigan
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Enclosed is the susmmarization of the replies to the
questionnaire investigating cost procedures prevalent
in school districts in the United States.

Replies were received from 174 school districts located
in the states of California, Florida, Illineis, Minnesota,
Mississippi, Nevada, New Jersey, South Pakota, Texas, and
Wyoming, a return of 74.6% of the mailed questionnaires.

Your cooperation in this study is sincerely appreciated.
Your name will be kept on the mailiag list to receive free
informational material in the future.

“

Sincerely,

(Mrs.) Helen Saith Cloyd

Enclosure - postcard request

s vwmay
!
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APPENDIX B



Case A

The superintendeant and the auditor had intended to meet with the
writer but the superintendent was called sway for a school consolidation
meeting. Consequently, the auditor furnished the writer with the following
infermation.

The schools in this district are unusually well equipped with five

e
\
&

lh‘

data processing machines, which were originally leased and later purchased.
At the time of the interview, a small IBM 604 computer had been ordered.
The machines handle all payroll, registratioa, and reporting record§ as
vell as the accounting records, including the general ledger. The machines
are used, also, to determine the effectivemess of the teacher by correlating
students' achievements om grade material with their intelligemnce quotients.
The machines already in use saved the work of three employees and doubled
the output of records. MNe employee was laid off due to the installation
of these machines, but there were no additdens to the accounting staff for
the past three years despite the increase in atatistical records.

The school system develeps cost information on their clerical
aad custodial employees but not on their instructional employees. They
are bopeful of developing comparative costs on the three junior high
schools and two senior high schools operated by the school system.

The writer was shown the machine installations in the basement of

the board of education building. Three employees were assigmed to the

163
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data processing department to handle the work of the school system which
comprises 11,600 pupils and 700 teachers. The echool system did net
encourage any outlying districts to use their date processing equipment
because this action may mean the addition of employees to their staff.
They do not feel that the charges that they can meke for machine operatioms
would cover the additional costs of new employees. As more districts

consolidate with them, it is anticipated that the machines will be better

..\.q?

utilized.

The auditor stated that he had formerly taught courses in cost

I

accounting at a business school, thus, he was very interested in the

development of cost studies. This school system is well equipped to

f

develop cost information for managerial purposes.
Case B

The results of the mailed questionnaires were discuseed with the
superintendent, who was very interested in the number of public school
officiale who indicated that they were desirous of developing cost
estimates on expenditures. He stated that his school system comprised
36 schools, 950 teachexrs,~and 14,000 pupils making it the eleventh largest
school system in the state. A data processing equipment installation aids
the superintendent's office to develop cost studies.

The superintendent indicated that he was particularly interested
in developing costs in specific subject areas. He stated that he knows
what the cost of failures were in his school system. He computed these
costs in terms of classxrooms occupied by the failed students, the number

of teachers required for these classrooms, and the operating and maintemance
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costs of the classrooms. In a discussion om "scope and sequence" charts,
the superintendent became interested im the charts as a meams of identifying
the optimm level for teaching certain subjects. The development of costs
pertaining to students' early entrance and comsequent failure of beginning
elementary students was another item which interested him. He doubted
wvhether the correlation of students' intelligence quotients and achievements
in certain classrooms could measure the effectiveness of the teacher due
to extraneous conditions. However, he agreed that over & periodof time,
this device could be used as a part of a gemeral measure of teaching
competence. He stated that his greatest concern with the development of
cost figures on the electromic mechines was whether the operator would be
sufficiently trained to recognisze the many variables which affect the

material obtained from the machines.
Case C

The superintendent stated that his schoel district comprises
8 elementary schools, one high scheol, and a commnity college. The
school system operates with a $2,000,000 budget and employs 331 teachers.
The annual per capita costs a.voragc $580 for the high school and community
college level, and $350 for the elementary school level.

The superintendent said that his business department keeps many
records and can develop cost figures whenever there is a need for it.
They know the cost of non-teaching items, such as the costs of library

services, guidance services, and study hall supervision. However, they
have not developed costs on the teaching of fundsmental courses in the

school system. Coets are contimuwously kept for industrial arts, art,

oot LS
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music, vocal, and instrumental music courses. Time reports are kept by
a majority, but mot by all employses. The swperinteandent stated that
be knew that certain items ceet more than others. As am illustration,
be said that a course in graphic arts had been added to the curriculum
despite the possibility of high cests and low emrollment im such a
course. This, in his opinien, indicated that there was a desire for
quality education in his echool system.

The superintendent said that in & recent vete to determine what
types of courses and curriculum were popular, the voters in the school
system voted against adult educatien and varsity activities. Hewever,
he stated, that both these activities were shortly back in the curriculum
on a limited basis and that the studeats sold tickets to finance their

varsity activities.
Case D

The superintendent was very interested and enthusisstic about
developing cost informatiem. He felt that information of this type
would be needed more and more in the future. HNe stated that he had
Tecently made a study of custodial services in his school system. As a
result, the sdministrative offices are {n a remevated old school beilding
that had beea built in 187S. He steted that the use of the building as
a school was sbandoned because its maintemance costs were $2.36 per cost
unit as compared with $1.50 per cest wmit for over-all building costs.

He explained that his mew business memager bhad retired from operatiag his
own hardware business before he took his preseat job amd, therefore, he
knew a good deal about maintenamce costs, & kmowledge which had been very
helpful in the study ef custedial costs.

A J
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The swperimtendent was interested ia developing truck costs
because of the varying maintenamce eosts of trucks, regardless of their
age. Whem the writer told him about the use of "scope and sequeace"
charts to determine the exteant of imstruction in certain fundamental
areas, the superintendeat said that he wes desirows of developing costs
for English and language arts.

A Burroughs bookkseping machinse had been installed in the
accounting offices of the school district. Payroll saad transportation
expenses were being snalyzed preseatly; other accowmting procedures will
be converted from manual to machine operation im the near future.

The superintemdeat filled out the informatiom requested om the
questionnaire giving the fellowimg statistics:

The school district operates 11 schools on the elementary
and secondary level with a staff of 184 teachers.

Average daily emrollmeat is estimated at 4,350 pupils with
a per capita cost of $335 for esch pupil.

There are eight general accounting and two cost accounting
records in use.

There are two employees assigmed to bookkeeping duties and
three types of mechanical equipment are used by them.

Per pupil units are wsed for averaging expenditures.

While the superintendent did not have cost approximatioms on
either the teaching of subjects or non-teaching ceets, he felt very
strongly that information of this type is useful. He stated that the
state auditors offered no help in developing cost approximations; their

only function was to check on the gemeral accounting reecords.

,3.-—,7:
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Case B

The superintendent of schools was not available to meet with the
writer, but the principal of the high school was prepared to answer questiomns.
This officer indicated immediately that he thought cost infermation was
useful and desirable in school district accounting. He had cost information
on driver education but mot on the costs of course units.

This school district includes five elememtary schools and ome high
school with a total of 81 teachers. The per capita costs are approximately
$300, which the principal stated was $8 or $9 above the average for the
state. The school district has the use of thirteem general accounting
and four cost accounting records. Four employees were assigned to
bookkeeping work and they had three different types of mechanical equipment
available to them. Per pupil units are used for averaging expenditures.
Time reports are kept by all clerical and custodial employees byt not by
the administrative or instructienal employees.

The principal was very cooperative and interested in the mr.vey.
The superintendent sent a letter regretting that he had not been available

for the iaterview.
Case F

The superinteadent was unavoidably occupied with class scheduling
during the time of the interview appointment on August 28. He indicated
that he did not feel that detailed cost informatiom was useful to his

school district. In his opimion, per pup‘il expenditures were useful in
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discussions with the faculty or with other interested groups. The
writer did not have an opportunity to discuss with the superintendent
the uses to which cost records could be applied.

The superintendent stated that his business department did have
records on non-teaching costs but mot on the teaching of specific courses.
Time reports were not kept by all employees in the school district. The
superintendent said that he knew personally the expenses of the school
district and that he did not feel that detailed cost recerds would be
of value in financial management.

Case G

The superintendent stated that his school district was so small
that he was aware of detailed school costs without the use of cost
analyses. He indicated that receatly he bad analyced tramsportation
costs for his district and the figure came to 31¢ a mile, which was
less than many of the surrounding districts. He was very particular
about expenses in commection with school buses, trading-im the vehicles
at the end of threes to eight years depending omn the use to which the
vehicle had been put. N

This school system has the fourth lowest per pupil costs in the
state, the superintendent said. The small high school has approximately
430 students. A complete study of athletic costs had been completed
recently, and other expense items, he felt, would be snalysed when it
became necessary to do so within two er three year periods. The superin-

tendent was very conscious of costs but did not feel that detailed cost

studies were necessary in a small echool district.

e ;-rvng‘-“q
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Case H

The superintendent, who was new in his position, requested the
business manager to meet with the writer. The business manager was also
new in his position and he felt unsure that he wae capable of answering
many questions with regard to the business department. However, he hed
been a superintendent at amother school distriet and he was familiar
with school accounts in gensral.

The school district is located in an area where there had been

a rapid development from three echools in 1949 to eight schools at the

R e e

present time. Consequently, the district found that it was difficult to
keep up with the necessary paper work in commection with the enlarged
enrollments. There were 8ix clerical employees in the business department,
and, while the business manager stated that the development of cost records
would be very helpful, he did not think that these records could be
developed in the near future due to inadequate help and the heavy

clerical work with which they were faced. He was very interested in the
methods of developing co;t %nformntion, however, and indicated that after
he became femiliar with his position, he would have an opportunity to

consider this aspect eof accounting more carefully.
Case I

, :
The assistant superintendeat in charge of finance told the writer

that he was not interested in cutting costs. He stated that the costs

in this public school system were always high, but they were able to

explain their costs. He was of the opinion that high costs and quality
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education were synonymous. The superintendent's office, he declared,
emphasized the poeitive features of their educational program whenever
they are questioned sbeut their high costs.
The assistant superintendent stated that his office would like
to develep cost figures but they had no intention of disclosing it to

the public. He claimed that the superintendent of schools' effice was

. —.-;:—c.*,

very politically minded and a strong public relations program was in force.

He felt that disclosure of cost figures might interfere with their public

relations program.

R Y e

The intervievwee felt that maintenance costs in their schools were

high but "they wanted to keep up the buildings which had been entrusted
to them." The writer was told thst the school system had to keep salaries
high or neighboring cities would lure away their master teachers. The
assistant superintendent stated that in order to cut their costs they
were considering using larger classrooms in high inceme areas where the
intelligence quotieats of the students was surmised to be high. Also,
they utilized suditoriums for chemistry classes and small laboratories
for working purposes.

The school district's instructionsl expenses were approximately
$9,000,000 during the 1953-54 school year. As the accountimg work for
such large expenditures would be voluminous, the writer queried whether
this sehool system used data processing machines in their accounting
department. The assistant swperintendemt replied that they had comsidered
the use of these machines but there was no need fer hurry in this directionm.

He thought that if, through the use of these machines, cost information
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vere developed regularly, the public might expect to look at it and
compare it with costs of other school districts. He stated that he
did not approve of disclosing cost information to P. T. A. and other
interested groups because, in his opinion, these groups did not know
what financial information meant. His office did not have a systemized
method of providing cost analyses; and such internal information as is

needed is developed when the superintendent of schools asks for it.

ST

Case J

Bt sk ton - ol

The interview disclosed that the superintendent of schools
was very alert to controlling school costs. Some of the methods which
this school system uses to control costs are: (1) homogeneous groupings
of students to reduce failures (which cause additional instructionmal
expense); (2) low teacher salary schedule due to the proximity of a
state university whence beginning teachers are recruited; (3) low
maintenance costs of buildings, a majority of which are new, and (4) no
provision being made for instructiom by special teachers. Control over
supplies is exercised by the use of a centralized storehouse.

The superintendent's office was attempting to revise the accounting
system in order to cut down clerical costs. The school district is con-
sidering the installation of data processing equipment because they are
encountering large clerical costs in issuing 6,000 payroll checks monthly,
and additional difficulty in processing year-end withholding forms with
manual and bookkeeping machine methods.

Individual schools are asked periodically to develop per pupil

costs which are then compared with the other schools in the system. The
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schools use the TV channels for the teaching of languages. These courses
are taught by "master' teachers and this method was instituted in order
to reduce costs. The interviewee stated that the school district did not

have any difficulty asking the public for additional money due to their

good public relations progranm.

Statistically, this scheol system operates 95 elementary schools,
2 elementary-junior high schools, 15 junior high scheols, 3 junior-genior
high schools, 5 senior high schoels, and 3 special schools, making a
total of 123 buildings. The tetal day school enrollmeat in 1960 was
83,631 pupils, and operating cost per pupil was $299.29. During the
school year 1960-61, the system employed 2,986 instructional and 904

noa-instructional employees.
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APPENDIX C



STATE ACCGOUNTING PROVISIONS
Alabama

A uniform accounting system is prescribed for local schools in
Alabama. A single entry system is in use in tlﬂ.l state. The main control
for the accounts of the school district is provided by a General Cash
Ledger into which are entered in columns the cash receipts and payments
transactions from receipt books and checkbooks. Budgetary breakdown
into the following accounts is provided in the General Cash Ledger:

Non Budgetary
Total Budgetary

Instruction
Teachers' Salaries
Elementary
High
Supplies
Library

Operation
Vages of Janitor
Janictors' Supplies

Maintenance - Repsir,
Replacement and Upkeep

Auxilisry Agencies
Transportation

Other

Fized Charges
Insurance
Rent
Other

175
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Capital Outlay
Nev Crounds and Building
New Equipment
Alterations

Debt Service

The “ledger" is meintsined on a cumulative basis for the year,
monthly totals from this record comstitute "Mouthly Financial Reports
to the Superintendent”; the last momth of the year totals comstitute
YAnnual Fisancisl Report to the Superinteadeat."” The use of subsidiary
ledger accounts for receivables and payables is recommended; credits
being mede directly te the vendors' ledger accoumts on the approval of
invoices, debits being made tha time of the recording of the cash
payments in the Gemeral Cash Ledger. The uniform system provides for
a modified cash basis of accoumting for accounts receivables; and for
recording accounts payable on an accrual basis in the subsidiary ledger
only.

The analysis of the sehoel lunch program provides for the
itemizing of income and expenditures fully and completely for each day
of the month. This analyesis is comsistemt with proper cost accounting
methods. This procedure is necessary to comply with the requirements
of the Natiomal School Lunch Program.

Despite the shortcomings of this single entry system, cost
accouwnting snslyses eould be made of the various budgetary expenses
showing dreakdowns into areas of respemsibility or fumetiomal lines.
Alabsma's recommended accounting system for scheol districts will permit
further subclassifications of the accownts to show per umit costs as
desired by the school management. The accounting systemmeets the
conditions of the criteria.

]_'..._.___7_ s e sy
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Alasgka

A letter from Mr. Jerry M. Waddell, Chief Accowatant in the
Office of Commissioner of Education indicated that Alaska sinmce the
printing of the Office of Bducation's Handbook II in 1957 has been
using that publication as a guide. An accounting manual is contemplated
for publication in the future under the provisioms of the Mational Defense
RBduecation Act. Coanformity to the recommendations of the Handbook II

meets the conditions of the criteria, including budgetary procedures.

(T T T e e e e ~p
.

Arizena

The preface to the Asceounting and Code Handbeok carries the
following comment from Mr. G@. L. Harkins, Superintemdent of Public

Instruction: 1

Mo successful business of teday would attempt to operate
without an adequate, accurate, and uniform accounting system.
Mo ome will deny that the operation of a moderm school requires
all the "know-how" of swccessful busimess operation. In fact,

the efficiemt operation of the scheols' business is more important,
and more exacting than most any private enterprise.

The uniform accounting system imposed on the achool districts shows a
refinement of accounting classifications which reflects the attitude

embodied in the statement above.

The expenditure code has the following main headings which are

further classified into more numerous account titles:

laricons State Department of Public Instructien, owntin

Accounting and
ggn,.sm..m;. (Phoenix: State Superintendemt of Public Instructionm,
1955).
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Account Nember of
Series Acoount Sub-accounts
1000 Administration 9
2000 Instruction 12
3000 Operation of School Plant 4
4000 Maintenance of School Plant 3
5000 Auxiliary Agencies 11
6000 Fixed Chargss 7
7000 Capital Outlay 5
8000 Tuition to Other Districts -

Disbursements for expenses are paid by the County Superintendents
who keep records of the revenue, cash control, budget, warraats, and fund
aceounts for each school district within the county boundaries. Strict

procedural control is exercised over momies received and paid out. The

7 S s e = e < S et

school accounting system mot only meets the requirements of the criteria

but also shows a progressive attitude looking toward accounting improvements.
Arkansas

The Bepartment of Bducation of Arkansas approves accounting
forms called CODE (mesning Comptroller's Office and Department of Education
forms). Code 1 is a summary form for recording income and expenditures
from other Codes which are numbered from 2 through 13. A double entry
system is used with Codg 1 as a summary journal for debits and credits
to the several accounts. No ledger is used because the totals shown in
Code 1 constitute the entries for the period (momthly for large districts
and quarterly for small districts). Thus, this form is called a "ledger"
rather than a journmal.

Control is exercised over Witues by comparing the budgeted
figures with accumulated expenditures each time an emtry is made in the
several Codes. The coéu and their functions are as follows:

t
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10
11
12

13 -

14
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Summary Receipts and Expenditures

Teachers' Salary Fund (showimg gross amount of
warraats and deductions)

Warrant Register - Operating Fund Accounts
Instructional Expease
Operation of Schoel Plant
Maintenance
Asxiliary Service
Fixed Charges
Capital Outlay

Debt Service Fuad

Post BDated Varramts (obligations due)

e i T

Record of School Bonds
Teachers' Payroll Ledger (individwal accoumts)
School Employee Payroll Ledger (imdividual accounts)

Record of 8¢heol Bus Purchases (including depreciation
allowances)

Insurance Record (register)

Monthly Summary of Operation of School Buses
Record of Buildings

Record of Real EBstate

" Schoel Board Minutes

Instructions for the use of the several Codes is issued by the Budgets

and Loans Division of the State Department of Rducation and each scheol

district is sudited annually by the School Audit Divisien.

The completeness of the records required to be used by school

districts in Arkansas is remarkable. The records meet the requiremeats

of the criteria, and with respect to transpertatioan coets, am introduction

to coeting procedures is already made. The accowmting terminology is being
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changed to conform to the Office of RBducation Handbook II which will

enable these school distriets to profit by comparisons with national

figures.

Californis

The following booklets relating to accounting are issued by

the California State Department of Education:

Title Date of Issue
California School Accounting Mamual 1951
Supplement to Califormia School Accounting Manual 1954
Administration of the School Insurance Program 1956
Administration of the 8chool Food Service Program 1957
Accounting Procedures for Stwdemt Organizations 1957

School District Property and Equipment Accountiag 1957

Attendance Aceownting in Cslifornia Public Schools 1957
A study of these booklets indicates that the State Department of Education
bas been very active in devising, formulating, amd recommending good
accounting procedures to the school districts in Califormia. MNo uniform
acceunting forms are required or issued by the State Department because,
"Accounting methods and devices may vary and must vary because of the fact
there is such a range in size of districts. Maay districts find stamdard
ledger forms, asailable in great variety from commercial statiomers, suitable
for their needs. The larger districts usually require special designs for

some forms."l

lcalifornia State Departmeat of RBducation, Gali
t » Bulletin of the California State Department of Educatien,
Sacramente: California State Department of Educatioa, 1951), p. v.

Frenimmace by antniitateni ““""_5?

1



181

General ledger accounting is recommended although not required.
Other suggestions are the use of double entry accounting, the preparation
of financial statements (balance sheet and am operating statement), no
provisions for depreciation (except for statistical coet studies), proper
budget planning, and fund accounting with provisions for appropriations
and encumbraunces. The accrual basis is used for recording expenditures.
An exactitude in accounting procedures and termimology is evident in the
instructions to the sehool districts in the several booklets issued by

the State Department of Education. Expenditure classifications are:

]:—J STV TR T "“"‘"""‘""6"?

Curreat Expense

Administration

Instruction

Auxiliary Services

Operation of School Plant
Maintenance of Schoel Plant
Fixed Charges (Prepaid Expense)
Transportatiom of Pupils

Food Service

Community Services

Capital Outlay

The above accounts have 41 sub-classifications in the chart of accounts

and the following suggestion is made for further subordinate accounts:l

Many school districts find that subdivision or expansion of the
expenditure classes contained in the foregoing outline, in accordance
with, or similar to, the umnumbered and unlettered classes of expend-
iture by object, activity, or organized unit may be desirable for
local administrative purposes.

115;_4.. p. 12.
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School district accounting as prescribed by Califoraia regulations not
only meets the requirements of the criteria but excels with suggestions

and instructions in confermity with recegniszed accounting theory.
Colorado

Uniform budget and amnual reports are used by all school districts
in Colorade. The standard accountiag eystem is patterned ou the recom~
mendations of Handbook II of the Office of Education and uses a simplified
double entry system. This system is for the smsller school district
wvhich comprises 90% of the school districts in the state (those with
fifty or less staff members); and larger school systems are encouraged
to develop a system suitable for their pitticnlat needs.

The basic recording document is a Financial Record which consists
of monthly sumaries of receipts and disbursements. Warraats are paid
by the County Treasurer and are analyzed with respect to type of fund
disbursement and type of expense aceount, and then summarized in the

Financial Record. The chart of accounts has these classifications:

Administration

Instruction

Attendance Services

Health Services

Pupil Transportation Services
Operation of Plant and Equipment
Maintenance of Plant and Equipment
Fixed Chargss

Food Servicee

Student-Body Activities
Community Services

Capital Outlay

Debt Service

Outgoing Transfers

‘ :'5-—:
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The classification of accounts to be kept by the school boards is as
follows:
Administrative Gomtrol
Instruction
Operation of Plent
Repairs and Replacements (Maintenance)
Fized Charges
Auxiliary Services
Health
Adult Education
Attendance
Transportation
Capital Outlay
Debt Service
There are 49 additional sub-classifications listed in the chart of accounts.
The accounting records are kept on distribution sheets which record receipts
and disbursements.

Budgets for school districts which receive state funds are sent
to the State Board of Educatien for approval before the begiuning of the
school year. The state law requires that each district shall keep detailed
accounts of all receipts and expeaditures in the claseifications prescribed
by the Budget Commission.

All invoices, including payroll disbursements based on a uniform
salary act, are paid by the State Treasurer after tramnsaittal on approved
forms and signed by the local school board. The Dudget Commission audits
the school records and amnual reports which are prepared by the school

boards in conformity with the uniform accounting system. Tramsportation
costs are also paid from state funds by the State Board of Rducation.
Stricter finaneial control is exereicpd over 1-2-3 teacher schools whose

budgets are prepared by the State Board of Education.

Va0 N4 e LGt
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The means for developing cost information is inherent in the
account classifications and, therefore, the state accounting recom=
mendations meet the requirements of the criteria. However, it is
problematical whether, with the strict control exercised by the State
of Delsware, it is incumbent upon the school boards or the State
Departmentof Education to develop cost studies for the benefit of

the school districts.
|
District of Columbia ;

The public schools of the District of Columbia conduct their
systems of accounting as prescribed by governmental regulations in the
Federal Govermment Accounting Mamwal. Mr. Bert K. Adams, Finance Officer,
stated in a letter to the writer that the schools maintain two types of
accounts: allotments and costs. These accounts are recorded in am
Allotment Ledger for receipts amd a Cost Ledger for expenditures.
Comparisons of the accounts maintained by the schools and those main-
tained by the Accounting Officer of the Pistrict of Columbia provide a
check on the accuracy of the accounting. In addition, post audits 'cre‘
conducted by the auditors of the General Accounting Office of the U. S.
Government and by the auditors of the District of Columbia. The public
school budget office determines the amounts available for each account.

The operation of the aceounting system of the District of
Columbia is being improved in comjunction with improvements im accounting
for the Federal Government. Public Law 863, enacted in 1956, established

"'the principles of budgeting ia terms of costs and for accountimg om the
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accrual basis.'l In comnection with the District of Columbia, the
General Accounting Office and the Budget Office ''developed a standard
classification for coding which, when fully implemented, will permit a
more complete application of punchcard methods to accounting for all

agency budgetary transactions 2

While the criteria conditions are being met im this circumstance,
it is improbable that cost accounting methods can be developed in this
school system unless such policies are to be used in the Federal Government.
While individual administrators can use cost studies in their particular

schools, it is improbable, that without Federal spomsorship, such scudies

will be utilized extensively.

Florida

The schools in Florida are administered on a coumty-unit basis.
As approximately 50% of the school fundes are appropriated by the State,
a close control is exercised over the coumty programs.

Uniform accounting is used throughout the state with variations
in printed forms for those counties using data processiag and bookkeeping
machines. The school budgets for each county are apptovsd by the State
Department of Educatiom and this agency also reviews the monthly statements.

Annual audits are conducted by the State Audit S8ection (not a part of the

Department of Bducation).

1p, S., 8acretary of the Treasury, Director, Bureau of the Budget,

Comptroller General of the United States, 8 1 ress Report
the Joint Program t e Accounting in the Federal Government, (Washing-

ton, D. C.: U. §. Government Priating Office, 1957), preface.

ZMH p- 93.
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The county superintendents of scheols keep a record of the
expenditures for each school within their jurisdiction. Account

classifications for expenditures are:

Number of
Account Sub-accounts
General Control (Administration) 11
Instruction 10
Operation of Plant 4
Maintenance - Repairs -
Auxiliary Agencies 7
Fizxed Charges 5
Other Schools 2
Capital Outlay 8
Debt Service 10

The annual report requires that the county swuperintendent submit a
comprehensive account of the year's operations with detailed analyses
of transportation, instructiomnal salaries, and insurance. The uniform
accounting system in Florida is s well-integrated system of control over
the financial transactions of the county-unit district. The uniform
sccounting system meets the specifications of the criteria.

Mr. Donald R. Themsen, Assistant in Fingnce, indicated to the
writer that Florida is changing its accoumting to conform more closely
with the Office of RBducation Handbook II recommendations, but the
changes will be only in the grouping of the accounts within the major
classifications listed abevs.

Georgia

The 8tate of Georgia does not have any published booklets on
financial sccouating for dissemination to the schoel districts. The
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The account numbers for these classifications correspond to those

listed in the Office of Bducation Handbook II. There are 64 sub-
classifications of the major accounts recommended for the use of the
school districts. The State of Colorado was one of the first to counvert
their accounting system to reflect the improvements suggested by the
Office of Education Handbook II. Their system meets the requirements

of the criteria and contains a base for cost accounting records.
Coanecticut

A letter from Mr. Willis H. Umberger, Chief of the Bureau of
Federal-State-Local Relatioms states that the “mcticut State
Department of Education does not require any particular sccounting
forms or procedures but uéo-endn that the schoel districts follow the
accounting classifications shown in the Office of Education Handbook 1I.
Budgetary procedures, year-end report forme are required using the
accounting terminology and other suggestions advocated by the Haamdbook.
The users of the Office of Education Handbook II meet the requirements
of the criteria for accounting records amd, therefore, the school districts

A )
in this state have the essential information necessary for preparing

cost reports.

Pelavare

Mr. R. L. Herbst, Assistant Superintendent in Charge of Business
Administration, sent to the writer the boeklet which he had written entitled,
A Handbook for Boards of Scheol Trustees in Delaware,” published in 1954.
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forms vhich the state provides te the sehoel districts are:

Journal - Record of receipts and payments

Ledger shests - Permanent record of classified receipts
and paymemts other than personnel

Check register - Payroll

There are 123 coumty-unit systems in the state, which is the predominant
type of school organiszation. A letter from Mr. Allem C. Smith, Director,
Bivision of Administratiom, to the writer indigates that the State does
not exercise control over the accounting systems in the coumty-units.

With the scant iaformation that is available en school district accounting
ia this state, it cannet be determimed that the eriteris requirements are
being satisfied, except with respect te the use of a budget. Therefore,
unless further study is undertakea on an individual county umit basis,
there can be no statement on the status of ecost accounting possibilities

in the Georgia school districts.

Hawail

3

Hawaii retains the statewide system which prevailed during the
territorial period. The State of Hawaii gives allotments to the schools;
issues purchase orders for them, processes invoices, and makes payments
on behalf of the schools. School budgets are prepared by the principals,
and the accounting system comprises & general ledger, cash journal, amd
check register. The accrual method for school accounts is dismissed as
too cumbersome and the modified cash basis is advised. A dowble-eamtry
system is recommended in the accounting mamual issued by the Superintemdent
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of Public Instruction to cover internal accounting activities by the

school districts. The accounts for which the school keeps records are:

Cash
Investaente
Funds
Beok Rental
Cafeteria
School Fees
School Activities
Trust and Ageacy Fund (P. T. A.,
R. o. TO c.’ ‘tc‘)

As the major accounting records are retaimed by the Department
of Public Instruction for esch school, only incidental cost accewnting
studies can be undertaken by the individual school administrator. Thus,
there is no incentive to develop eost accountimg records on the local
level. The conditions of the criteria are met, however, on the state
level where cost studies can be developed from the general accounting

records and from the reports submitted by the schools.
Idabo

By legislative action (House Bill No. 245), an accounting committes
wvas commissioned to establish a uniform accounting system for the sehool
districts in the State of Idaho by July 1, 1959. Improvements in acceunting
effected by this committee are physical verificatiom of imvemtories,
complete audite bieanially, and detailed annual schoel district reperts.

The State Board of Rducatien supervises and examines the books and accounts
of each school district. The state advocates proper budgetary procedures
with the use of the acceunting system. The umiform accounting system

pertains to filing yniform reports sad using prescribed acceuat classificatioas,

[ e N L
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but no attempt is made to enforce the use of uniform aceounting forms.

Accounts sre maintained for the following expenditures:

Number of
Aceount Sub-accounts
AMuinistration [
Instruetion 14
Operatien of Physical Plant L
Maintenance of Plant -
Auxiliary Agencies 18
¥Fixed Charges 3
Capital Outlay 19
Debt Service 2

The school districts are required to submit cost analyses of transportation
expenses, including provisiomns for depreciation of school buses. A state
ninimunm salary schedule for teachers is in effect and detailed reports of
salaries paid to teachers is required to be filed with the State Board of
Bducation.

The revised accounting system in force typifies the best and
latest material in use im public schoeol systems. The exactitudes of the
criteria are met in this uniform accounting system. A step in the direction
of the utilization of cost accounting methods has been made with the

introduction of transportation cost analyses.
Illinois

Illinois was changing to the secounting terminology recommended
in the Office of Education Handbook II, but as of Awgust 1961, the change
had not yet been effected. The changes to be made will enlarge the sub-
classifications of the accounts. Prior to the change, the following

@ccounts, which correspond very closely with the classifications spensored
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by the Office of Bducation. The State Department of Public Instruction
advocates proper budgetary procedures. The amnual reports submitted
by the school districts sre examined by the county superintendeats of
schools before they are filed with the State Department of Public
Instruction. The conditious of the criteria are met in this accounting

system.
Indiana

A system of uniform accounting prevails in Indiana with control
exercised over accounting forms and procedures by the State Board of
Accounts. The Indisma Accounting Handbook prescribes 43 forms for the
use of school districts.

Eatries are made in the Fuads Ledger of Receipts and Disbursements,
which i{s a distribution sheet with colwmms for the different classifications
of receipts and expenditures. Eatries to coincide with the expenditure
columns of the Funds Ledger are made in the Functional Distribution Ledger
vhich is numbered with the account laetters of the functional expenditures.
These accounts are:

Account Letter Account
AMuinistrative
Instructional
Coordinate Activities (library,
transportation, etc.)
Operation of School Plant
Maintenance
Fized Charges
Auxiliary Activities (cafeteria,
adult education, etc.)
Debt Payments

Capital Outlays (new)
Capital Outlays (old)

GLHE OmMRBEY Owd
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These accounts are subdivided into 131 classifications which permit a
minutiae of accounting infermatiom to the administrator. Special regulations
are writtem for the hamdling of school extra-curricular activities. Proper
budgetary procedures are advocated by the State Board of Accounts.

The accownting system prescribed in the State of Indiana amply
meets the qualifications of the criteria. When accownts are subdivided
to the extent indicated in the uniform accounting system, the interrelations

of cost factors becomes discernible to the administrator.

Iowa

The State of Iowa provides in its Uniform Financial Accounting
Manual & well-defined and integrated system of general accounting which
groups expenditures alomg the following limes:

GCeneral Control (Administrative)

Instruction

Auxiliary Services

Operation of Plant

Maintenance

Fixed Charges

Capital Outlay

Debdt Service
These accounts are sub-classified into 35 lesser items. Budgeted figures
are also shown in the accounts for comparison purposes.

Four pages in the Manual are devoted to a description of the
computation of unit eoets by departments; these departments representing
separate schools. DBirect charges, where applicable, are advocated for
allocating expeanditures and other methods, well recognized in cost
aceomting, such as floor spice allocations, etc., sre described and
‘illustrated for the use of the administrator. The school district

accounting in this state amply meets the conditioms of the criteria.

-
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Kansas

Aonual reports by the coumty superintendents in Kansas show
receipts and expenditures as well as budgeted figures for all school
districts under county supervision. Expemditures are listed for the
following items:
General Countrol - Administrative ;
Iastruction v
Operation
Fixed Charges ;
Auxiliary Agencies [
Pupil Tramsportation
Maintenance s
Capital Outlay : P

The financial sumary is compiled by the county swperintendent from

annual reports submitted by the boards of education of the several

cities or by the taacher, clerk, or treasurer of the common, rural high,

and community high school districts. The annual report shows a complete

analysis of tramsportation expenditures.

A letter to the writer from Mrs. Kay Kampschroeder, Assistant
Director of School Finance in the State Department of Public Instruction,
stated that there is no uniform acceunting system for school districts
in that state but many reporting forms are furnished to schools by that
department. As sub-classificatioms of the major accounting classifications
are requested from the school districts in the compilimg of the report
forms to the State Department of Public Imstruction, the conditions of the

criteria are met in this state.

Keatucky

This state has 49 county-units which places the county as the
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prevailing reporting unit. Reports by both the county and independent
school districts are subject to the regulatiens for uniform school financial
accounting which had been revised in Jume 1958 to comform to the recom~
mendations of Hamdbook II of the Office of Education. In addition to this
revision, improvements were made ia auditing procedures by the Department
of Education, in control procedures for sccountiag fer athletic activities,
in policies for issuing checks, and in policies and regulations relating
to budgets, bonds, and inswrance.

The expenditure nomemclature of the Kentucky chart of acceunts
is almost identical with that shewn in Handbook 1I except that the accounts
in the Handbook are subdivided te a larger extent. The changes that wvere
made reflect a greater concern with costs then is evident im the Federal
manual. Indicative of this sentiment, is a statement in the introduction
to the Keatucky manual:l

It will be expediemt for many local districts to

maintain an even more detailed analysis of their
finencial activities than is provided herein.

The accownting system instituted in Kentucky complies with the requirements

of the criteria. s

Louisiana

Except for three independent city systems, the schools of Louisiana

are administered by the parish (county) unit. Louisiana does not have a

lxentucky Department of Education, me
Accomting, (Framkfort: Department of Edueation, 1958), p. 287.
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uniform aceounting system nor is there any imdication that the county
records are checked by anystate agency. The budget, however, is approved
by the State Budget Committee.
Annual statistical reports are required to be filed with the
State Department of RBducatiom listing receipts aand expenditures. The
expenditure accounts show the following classifications:

General Control (Administrative)
Instructional - White

Negro

Operation of Plant

Mainteaance of Plant

Auxiliary Agencies

Fixed Charges

Capital Outlay

Debt Service
There are 130 sub-classifications of the major aceount classifications.
Invemtories of parish-owned preperty is accounted for in the annual
report tegether with a cost breakdowmn of transportation expenditures.
Salaries to the teachers are based on a state-wide schedule enacted
by the legislature. The basis for developing cost accounting records
is evident in the information requested in the anmwal report and budget
from each reporting unit. The accounting requirements in this state

satisfy the requirements of the criteria.
Maine

The State of Maine has adopted the classification of accounts
recommended in the Office of Education Handbook I1. The accounting
records consist of distribution sheets with columns for the account

classifications separated into elementary and secondary sections.
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The annusal reports are prepared by tramsferring the totals of the
distribution sheaets to the repert summary. Budget and annual reports
are required of each school district. There is no indication that
coet accounting methods are in use in any of the independent, supervisory
union, or towm school systems. As Handbook II of the Office of Edwcation
is the manual for accounting purpeses im the State of Maine, the conditioms

of the eriteria are met.

Maryland

According to the Maryland 8chool Code, the county superintendents
bear the responsibility for the maintemamce of an adequate set of accounting
records. Except fer the City of Baltimore, the school districts are
operated as a part of the county in which they are situated.

There is no uniform account classification system in use but
the State Department of Educatiom recommends that the system in use be
checked periodically with outside auditors to determime whether the
system conforms to good accounting principles. Annual fisancial reports
are submitted to the State Departmeat of Education and are published for
iaterested citizems. Procedures om internal control, contents of agreements
between the auditor and the board of education, pro forms audit programs,
and standards of audit reporting are defined in a procedural bulletin
issued by the State Department of Education.

A suggested procedure for recording receipts amd disbursements
is alse containmed in the bulletin promulgated by the State Department,
which is to be used by individual schools for intermal activities. A

single entry cash feceipca and disbursements record which employs the




197
modified cash basis of accoumting is the method recommended by the
State Department. There is no recommendation for account clagsifications
or for the use of cost methods for analyzing expenditures because
centralized accounting is eonducted by the counties. An itemized budget
is required by the State Oode from each coumty as well as an audit report
of income and expenditures. While the lack of control over expenditure
groupings may not be conducive to cost accoumting developments, the
conditions of the criteria are met due to the mandatory requirements
for proper accounting procedures which are verified by independemnt

auditors.

Massachusetts

The Department of Rducstion of the Commonwealth of Massachusetts
requires that city and superisteadeacy school unions file ammual reports
disclosing complete fimancial figures but there is me requirement that
the reporting unit adeopt a uniferam system of sccounts. Information on
the following types of expemditures is requested ia the amnual report:

General Comtrol (Admimistrative)

Instructiea

Operation of Sshool Plant

Maintenance of Scheol Plaat

Auxiliary Agesncies

Capital Outlay
Except for the major groupings of gemersl comtrel and capital ocutlay,
the expenditures are required to be appertiomed between day schools
(elementary, junier high, and semior high), eveniag schoels (elementary

and high), and vacatien schools. Aammual budgets are required by state law.
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A letter from Mr. Jeha P. MolMerrow, Directer, Divisions of
Research and Statistics of the Department of Rdueation, to the writer
indicated that the Depsrtment wes "ia the process of suggesting the
sccounting metheds outlined in Pederal Nendbook #2."” The expenditure
classifications listed in this sectiem cemferm to the generally accepted
classifications fer schoel districts, amd it may be presumed that amy
revisions will not be of major importemse. The account classificatioms

in this state counform to the specificatiens of the criteria.
Michigan

Michigen's msnual of instructions for finsmeial reperting bas
been revised to cenform to the asceownting recommemdatioms in the O0ffice
of Edwcatien Haadbook II. Altheugh the classifications are basically
the same, the accounts do mot bear the same sccount mumbers as recommended
by the Raadbook.

Michigan slso prescribes uniform accounting for school activities
by reporting these receipts snd disdbursements under fund aceounting
principles. Amn amnual statistical and financial report is filed with
the county superintendent of schools, and retfuir.onto for the preparation
of budgets by school districts are stated in the gemeral scheol laws. The
conditions of the criteria are met im the uniform sccownting system
employed in Michigan.

!.uc..o'-b B A
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Mismesota

Minnesota requires that the schools maintain their accounting
records in comformity with their menmual, “Uniform Fimsncial Accounting
for Mimnssets Scheol Districts.” The fimancial accounting system designates
that amnual reports be filed with the cownty swperintendent of schools by
July 10. The following expenditure sccount classifications are budgeted
and shewn in beth the records and the aammal repert:

Administration

Instructien

Operation of Plaat

Repair aad Upkeep (Maintemance) of Plaat
Auxiliary Services

Fixed Charges

Traasportation

Capital Outlay

Debt Service

The major accoumt classifications are subdivided into 55 lesser groups.
These claseifications are used in cemaection with the follewing funds:

General
Commuity School Lumch
Veterans' Training

\ School Library
Capital Outlay
Building
Debt Redemption
Schoel Axxiliary
Trust

The requirements of the criteria are met im the accounting system which
is recommended for the school districts im Mimnesota for this system is

similar in the extent of ite sccount classifications to the system suggested

by the Office of Rduecation Ramdbeok II.
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Miseissippi

The State Auditing Departmeamt has prepared accounting forms and
a bulletin for the use of counties and separate schoel districts in the
State of Mississippi. ERach schoel district whieh is a part of a county
uait, submits its proposed sechool budget te the Cowmty Swperintendent of
Educetion for approval. Im turn, the County Superimtendeat submits the
county budget for approval to the State Departmeat of Educatiom. Separate
ocheel districts submit their budgets direstly to the State Department of
Rducation. The classificatiom of expenditure accounts shown on these
budgete is as follows:
Administration
Instruetion
High Schools
Elementary
Transportation
Auniliary Services
Operation and Maintemance of School Plant
Other Costs
Gapital Outlay and Nom-operating Cests
There are 44 additiomal classifications of the major accounts.
The cemwprehensive secoumting mamual of 58 pages describes the accurate
handling of the aceounting records, and the preparatioa of amnual reports
and budgsets. The waiform system in Mississippi meets the conditioms of

the oriteria.
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Missouri

The Migsouri uniform system of accounts comtains this quotation
in its prcface:l
The basic structure of goed school business aduminis-
tration is a sound system of general accounts, a set of
accurate cost accounts, trest-worthy asuditing, imtelligent
budgeting, end & series of popular and technical reports
for parents, school boards, state departments of education,
and national agencies.
The accountimg system prevides for the accumulation of curreat
costs, comparisons with budgeted figures, and the use of appropristion L
and encumbrance accounts. Vouchers are recommended for recordiag disburse-
ments. Eatries for expenditures are made in distridutiem "ledgers"
provided with columns into vhich the amounts for the separate accounts
are entered. The titles of the aceounts are thoee recommended by the
Office of Edwcation Handbook II. The same classification of ascounts
had been in use prior to the adeption eof the Handboek II series of
account numbers. It was neceseary te cheage only the accowat numbers
to conform to the natiomal classificationm.
Cost studies are recommended for use in sllocating salaries to
pertinent cost centers, such as attendance, health, tramsportation, etc.
Also, the total cost of instruction is amalyzed to shew amounts spent

for teaching, supervisory, and instructiemsl supplies. Special regulations
relating to the handling of school lunch and asctivity momies are in effect

IMissouri State Department of Education, Missouxri Uniform

W. (Jeffersom City: Missewri State Department
of Education, 1954), p.5. v
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under the directiom of the State Departmeant of Edwcation. The school
records are audited biemmially as provided by Missouri General Assembly
Semate Bill 107, dated August 29, 1955.

This accounting system, as devised, is in conformity with
generally sccepted aceoumting primciples ss well as embodying the
recommendations of the Office of Rdusation Handbook II. Supplemeatsary -
cost records are already being used, and the requirements for meeting

the conditions of the criteria are preseat in this accounting system.

Moatana |

Montana has no uniform accownting system in effect, but by

state law, the trustees of the school district are to provide for a
system of bookkeeping and an annsal audit of the extra-curricular funds.
It is the duty of the school board budget supervisors to approve the
annual budget. Information is furnished to the Offica of Education in
Washington, D. €. on the cosets of administration, instruction, operatiom
of school plant, maimtenance of school plant, auxiliary school services,
and fixed charges. While the writer was not furmished any information
relative to the implementation of the accounting records, the conditioms
of the criteria are met based on the information furnished by the State

Department of Public Instructionm.

Nebraska

The Department of Education of Mebraska states in its handbook
of lnstructioms for uniform finamcisl accounting that the Office of

Education Haadbook II was used as a guide in departmentaliziag income
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snd expenses. Nise major departments are used:

Aduinistration

Iastructioa

Other School Services

Operation of Plamt

Maintenance of Plant

Fixed Charges

CGapital Outlay

Community Services
Susmer Schoeols
Adult Education

Debt Service and Tramsfers

Each of the departments is subdivided making & total of 63 subdivisions.

Neither the momenclature nor the series of account numbers eonform

to those suggested in Haadbook II of the Office of Rducation; however,
the broad categories suggested by the Eandbook are evident in Nebraska's

uniform accounting system. PNmds sccounting is provided im the instructions

in the state accounting memual as well as the use of a comtinuing budiget
record. The conditioms of the criteria are satisfied in the accounting
system recemmended by the State Department of Rducation besed on the
material in Nebraska's 47-page accewating mamual.

Nevada

The Nevada school laws require that eceunty school districts
prepare budgets, publish a statement of sehoel district expenditures
quarterly, and cause the scheol books to be audited at least bienmially.
Nevada's school system is composed of 17 coumnty-umits. Budget clasei-
fications are pattermed after the Office of Rducation's Handbook 1I,
except that the series of numbers is wot as expamnsive. The acceunt

classifications are:
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Mninistration
Iastruction
Auxiliary Services
Attendance and Health
8chool Lunch Program
Transportation of Pupils
Operation of Plant
Maintenance of Plant
Mxed Charges

Bvening Schools, Summer Schools, m]

and Commumity Services
Capital Outlay
Transfers
Debt Sexvice

&
Ll
(
Detailed costs are kept for transportation, and eveming and summer schools i
expenditures. Therxe are 63 subdivisiens of the above accounts enabling
the schoel sdministrator to accumslate and amalyze costs relating to

specific astivities. This system of accounts meets the essentials of the

criteria and establishes the basis for developing cost amalyses.
dev Hampshire

School districts inm this state are required to submit to the

Department of Education finsmeial budgets and ammual reports in which are

disclosed expenditures in the followiag groupings:
LY

Aduinistration

Instreetion

Opexation of School Plamt
Mafiutenance of School Plant
Auxiliary Activities

Fixed Charges

Gapital Outlay

Debt and Interest

Adult Rducation

There are 30 sub-classifications of the abeve accounts. A balance sheet
disclosing assets, liabilities, and surplus is also prepared.
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Mr. Paul R. Million, Chief, Division of Administration, imdicated
to the writer that the Department of Education was in the process of
developing a new manual for fimamcial accewmting procedures. The
classification of accounts for sechool dietricts in New Hampshire conforms
to the general grouping of acocoumts as recommended by the Office of
RBducation Handbeok 11, and the accounting system also comforms to the

specifications of the criteris.
New Jersey

The Department of Public Instruction requires that school districts
maintain their records accordiamg to the uniform accounting system pres-
cribed by their office. It is mecessary for the scheol distrdcts to
distribute their costs to day, eveaning, summer, or special classes;
by types of schools, such as kindexgartea, eclememtary, etc.; and by
school buildings. DBudgets are a part of the accowmting system end their
use is required. The major classification of acosuats are:

AMuinistretion
Instructioa
Operatien
Maintenance
. Coordinate Activities (Attemdamnce
and Health)
Auxiliary Ageancies
Fimed Charges '
Capital Outlay

The accounts are subdivided into 100 gseparate classifications to permit
coutrol over specific items. Cost records are kept for property, insuraace,

and supplies.
A revision of the accounting system is in process although the

et 14 vm
v
.
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the major classificatiens conform to the Office of Rducation Handbook II.
This sccounting system 1ie based on generally accepted accountimg principles
and meets the comditions of the criterias.

New Mexice

A uniform system of sccountiag is in effect under the direction
of the Public School Finamee Pivision of the Pepartment of Finance and
Muministration. Budgets, moathly reperts shoviag umencumbered budget
balances, annual physiecal imvemtory-takiamg, and snnual sudits are

————a e e
hs S,

required. Comtrol ascosunts are previded for the fellowing items: v

Number of
Aceount Swb-accounts
General Coatrol 10
Instructional Sexvices 8
Operation of Plaat 4
Auxiliary Agencies 6
Bus Traasportatiea 4
Pirect Charge (Fixed Charges) 8

The sccoumts are eantered im a distribution ledger where the monthly
totals are sccumulated and compared with buigeted figures. This is a
single entry system providing for ecost saalyses for insurance, trans-
portation, and operatiom of plant. This accounting system mests the
specifiditions of the criteria.

New York

The uniform system of acceunting in Mew York employs a cash
entry system, i. e., receipts and expenditures are recorded when received

or paid. Expenditures are recorded in a voucher register. The distribution
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ledger which summarizes expenditures has the following major categories:
General Coutrol
Instructional Services
Regular Scheols
Special Schools
Operation of Plent
Maintenance of Plant
Auxiliary Agencies
Fixed Charges
Debt Service
Capital Outlay
These accounts are further subdivided into 92 sub-aceounts.

Budget and ammual reports are required as well as cost analyses
of tramsportation expenses; the use of an insurance register, a mote
register, and a bond register; and payrell recerds for each employee.
This system of accounts corresponds very closely with the recommendations
of the Office of Education Handboek II with & few variatioms im account
descriptions. The accountimg requirements in this state comply with the

criteria definitioms.
North Carolina

North Carolina has 48 ceunty-unit schoel districts amd 58 city
districts. Operating buigets for the scheel districts are submitted to
the controller's office of the State Board of Rdueation and lecal
superinteadents draw vouchers upon the State Treassurer wp to the amount
of their approved budgests. The accounts for which disbursements may be
made are for general control, instructiomal service, eperatiom of plent,
and awxiliary services. There is ne umiform accounting system to record
the budgeted expenditures.

A uniform system of accounting for school activities is in use
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vhich embodies the principle of one ceatral set of records (with only one
baunk accownt for all funds). A simgle entry cash system has been adopted
vhieh empleys a distribution ledger for receipts and disbursements. The
ledger, wvhen totaled, provides the mecessary informatiom for report
purposes.

In 1933, s mifora system of cest accounting and perpetual inventory
records for transportation costs was imstitwted, and the Ceneral Assembly
of North Carelina sppropriated sufficient momey te previde for the
employment of preperty and cost clerks in the counties. Comsequently,
complete cost recerds are available for transportstion expenditures. The
alertmess of the State Board of Educatien to the usefulness of cost records
indicates aa unusual swvareness of ceet procedures. The comditions of the
eriteria are satisfied in the accownting controls imposed upon the state's

scheel units.

North Dakotas

There is no uniform accounting eystem in use im North Dakota.
The school district elerks and treasurers are required to tramsmit
individual annual reports on activities to the couaty superintendeats of
schoels. The clerk's anmual report records warrants iesued for budgeted

disbursements while the treasurer's report discloses warrants paid during

the year. At the year end, the two reports are receaciled. The classifications

of expenses oo these reperts are:

g
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Muiunistration
Instructiomal Services
Other Services
Heslth
Transportation
School Lunches
Tuitioan to Other School Districts
Miscellaneous
Operation of Plent
Maintenance of Plant
Pized Charges
Capital Outlay
Debt Service
There are 32 sub-classifications of the above accounts. Despite the lack
of information on the accounmting systems im use in the several school
districts, the informatiom required of the school distriects indicates
that sufficient records are maintained te meet the requirements of the

criteria.
Ohio

The Bureau of Iﬁspec:ion and Supervision of Public Offices

prescribed the system of ascounting for the use of school districts in

the State of Ohfo. The system has been developed to disclose the cash
balances of the various funds so that no unlawful sppropriation will issue.
Appropriations in the budgets are approved by the county budget commission.
The forms used are the cash jeurnal, reeceipts jourmal, snd am appropristion
and authorisation ledger. Comsequently, the use of a gemeral ledger

with asset and 1iability accounts, and the development of cost information
is left to the discretion of the scheol official. The classification

of accounts is as follows:

! [ N e
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Personal Service
Salaries and Wages
Administretioa
Iastruction
Bay Schools
Summer Schools
Evening Schoels
Coordinate Activities
Aexiliary Agencies
Operation of Sechool Plant
Maintenmance
8pecial Services
Supplies
Materials for Maiatensnce
Rquipment Replacements
Centract and Open Order Service
Fixed Charges and Comtributioas
Centingent
Debt Service
Capital Outlay

There are 116 sub-classifications of these major accounts. Nurther
divisions are recommended by the Buresu if deemed necessary by the
lecal board of education. The account classificatiens are sufficient to

enable the school administrater to develop cost recoerds snd, therefore,

the accounting system meets the criteria spesificatioms.
Oklaboma
The Oklahsma Eandbook om budget and business mansgement states:l

School accountiag and reporting are geared to one
end--the continucus imprevement of the total educatiem
program. Thus the aim is te maximize education amd mot,
as in business and industry, to maximize prefits.

loxlahoms State Board of Rducation, Fimance Divis

2 e
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With this concept in mind, the Handbook authors effer 116 pages of
constructive suggestions for proper reeerd-kespimg. Many of the ideas
incorperated in the Office of Education Handbook I1 are alse in the
Oklahome Hamdbook. Provision is made for the detsiled recording ef
general fund, building fund, bond fund, sinking fund, and school activity
fund transactions. The state law requires that budget appropriatioms have
to provide for a minimum education program as defined im the law. The
following expenditure classifications are to be used by the school
districts:

Administration

Instrection

Attendance and Health Services

Pupil Transportation Services

Operation of Plant

Maintenamce of Plaat

Fixed Charges

Food Services and Studemt-Body Activities

Community Services

Capital Owtlay
There are 198 sub-classificatiems of the above aceounts. The refinement
of the various classifications permits am easy accumulation of varieus

cost elements. The conditions of the criteria are satisfied in this

uniform accounting system.

Oregon

The Department of Rducationm of the State of Oregon is patterming
its accounting system om the classificatioms recommended by the Office of
Education Hamdbeok II, sccordiag to a letter to the writer from Mr. J. L.
Turnbull, Assistant Superintendent. Accouats are te be maiataimed for:
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General Control
Iastruction
Operation of Plant
Maintensnee and Repairs
Auxilisry Services
Health
Transportation
8chool Lunch
Other
Pixed Cherges
Capital Outlays
Debt Service

There are 55 sub-classifications of expenditures which are recorded on
distribution ledger sheets. Budgets and annual financial reports are
required. Based om the requirements of the acoounting system in force
in the State of Oregom, the conditiems of the criteria are satisfied.

Pemnsylvaaia

The Department of Public Instruction is incorporating into its
uniform system of accounting the recommendations for proper accounting
classifications advocated in the Office of Education Handbook II.
Prorating of expenditures to the several departments, i. e., types of
scheols, was made mandatory for all echool districts. Audits by the
comptreller of the Department of Public Instruction are performed annually.

The Joiat School Plen in this state pcnito the pooling of resources
by one or more school districts causing a central administrative control
wait. The school districts may use either a strict cash basis, or strict
accrual basis, or modified cash basis of accounting. Budgets are also
required.

The accounting classifications used in the uniform eystem in

Pemnsylvanis will not be stated here for they are the accounts listed in

- .'m-)‘
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the Office of Educatien Handbook II. It is interesting to note that

the school districts are required to furnish a balance sheet and a
special expenditure report with their annual finamcial report. The
special expenditure report varies each year depending om the activity
being amalyzed by the Department of Public Instruction. The uniform
accounting system which has for its foundation the accounting regulations
of the Pennsylvania Department of Public Ingtruction and the account
classifications of the Office of Education Hamdbook II contains the

requisites set by the criteris.
Rhode Island

A letter to the writer from Mr. Edward ¥. Wilcox, Director of
Field Studies, Department of Bducation, indicates tbat this state does
not have any published regulatious for the keeping of books of account
for school districts. Forme are prescribed for the keeping of cash
receipts and disbursement records in a distribution ledger with separate
sheets provided for the follewing major groups of accounts:

~ Number of
Asccount Sub-accowats
General @ontrol 22
Instruction - 19
Operation of School Plant 7
Maintenance of School Plant 7
Fixed Charges 7
Auxiliagry Agencies 17
Capital Outlays 10

Although this is a single entry system, the account classifications easily

pernit the analyzing of the expemses into cost units. Budgetary procedure
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is also in effect to allew for asccounting for appropriations. The system
of acceunting for school districts im this state meets the conditions of

the criteria.

South Carolima

The wniform system of acocounting devised for the use of school
districts has been patterned after the Office of Rducation Handbook II.
Eleven major accounts are used; these accounts, however, were retaimed
from prior acceunt classifications. The chart of accounts shows the

following classifications:

Administration

Instruction

Attendance and Health Services
Pupil Traasportation Services
Operation of Pleat
Maintenance of Plant

Fixed Charges

Food Services and Student-Body Activities
Community Services

Capital Outlay

Debt Service

There are 64 sub-classifications im the uniform accounting system which
also provides for cost analyses, budget preparation, and other statistical
studies. *

In addition to the accounting msnual, South Carelina prepared for
the use of school district persommel, a uniform accountiag system for school
activity funds, and a hendbook of business management for public schools.
Reports by county superintendents comsolidate the imformation received

from the individual school districts within their jwrisdiction and provide

for comparisoms of costs of school district activities. Disbursements

iu_-"—"‘.'.’f TR ST
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require the county superintendent's approval before payments are made.
The uniform accounting system provides for sufficieat accounts to permit

cost anslyses. The system meets the conditions of the criteria.
South Dakota

The uniform accounting system in South Dakota uses the account
classifications eof the Office of Education Handbook II. These account
titles will not be repeated here. The entries for expenditures are made

in distribution ledgers which are tetaled to arrive at the figures necessary

TS ™ T 1TTF T T T AR T Ty

for the asmual report te the Department of Public Instruction. "
Additional records maintained by the county and independent

school districts are a securities record, warraat register, promissery

note recerd, and bend record. The public school budget is adopted in

July of each year, and snnuwal reports are due from public, private, and

parechial schools. In view of the couversiom of the accounting eystem

to the accounting terminology in Handbook II, the uniform system meets

the conditims of the criteria.

Tennessee

The revised uniform accowmting system was developed in 1958 in
accordance with the recommendations contained in the Office of Bducation
Bandbook. The classifications of receipts and expenditures are identical
with those of the Raadbook. The balance sheet accoumts also coanform to
the Handbook I1 recommendations. The system is based on double-entry
boekkeeping, snd the modified cash basis of sccounting has been prescribed
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by the State Departmeat of Edweation. Careful control of expenditures
is accomplished through cemstant comparisom with budgeted figures. A
manual describing umiform accountiag procedures for school intermal funds
is also previded for the sechool districts. The detailed and elaborate
system of uniform accounting procedures for the 153 school districts in

Tennessee meets with the oonditiens of the criteria.
Texas

The Texas Education Agency prescribes the uniform accounting
system for the Office of Educatiom for use by school districts. According
to Texas law, the school accounting system must be used in comjunction
with the school budget so that the budgeted figures will mot be exceeded.
A double~entry systen is advocated with the general ledger as the cemtral
accewating form. The fund basis of accounting is required with continuing
information on unemcumbered appropriatioan balances. The booke should be
maintained on & modified accrual basis. Standards for audits are also
preseribed by the Texas Rducation Agency. In view of the adoption of
the principles outlined in the Office of Education Randbook II, the

uniform accounting system complies with the specifications of the criteria.

.

Utah

The wnifora accounting system adopted in Utah requires detailed
information on receipts and dishbursements based im primeiple on the
recomnendations issued in the Office of Education Haadbook II. The
classification of expaenditures shows the following accounts:

e -l,l
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Administrative (General Comtrol)
Instruetion
Other School Services
Health
Atteadance
Transportatien
School Lunch
Other
Operation and Maintenance of Pleaat

Fixed Charges

Community Services

Public Summer School

' Adult Educatiom

Capital Outlay

Debt Service
There are 88 sub-classifications of the major accounts. Annual financial
reports and budgets are required. Instructional expemses are allocated
to types of schools. The Utah msmual of accounting provides for comstaat
revisions of the accounting precedure as necessary changes present
themselves. In view of the comprehensive classificatiom of accounts
prevailing in this uniform system, the requirements of the criteria

are met.

Vermont

Mo rules or regulations are published by the State Department of
Education of Vermomt for it fs their belief that the comtents of the Office
of Bducation Hasdbook II are sufficient for the needs of their school
districts according to & letter received by the writer from Mr. Wimm L.
Taplin, Director of Rducatiomal Plamning.

The forms which the writer procured from a supply house in Vermont
show that expenditures are accumulated separately for elememtary, secondary,
and summer schools, including adult education, in each district. Distri-
bution ledger sheets summarize the expemditures monthly (Jwily through

—
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June). The totals placed om the distributioa ledger sheets are

transferred to the regular books of accouwnt which cenferm to the
recommendations of the Office of Rducation Esndboek II. At the end

of the school year, the accumulated momnthly totals showm on the
distribution sheets become a part of the district's annual report by
writing in the totals om & perforated stub at the right side of the
ledger sheet snd detaching it for imsertiom im the ammusl statistical
report. DBudgetary plamming is alse required. In view of the complete
adoption of the recommendations im Hamdbook II of the Office of Bducation,

this system meets the conditiems of the criteria.
Virginia

In Virginia, the schools are a part of the ecounty or e¢ity govern-
ment in vhich the school system is situated. Therefore, these school
systems operate as departments of & cownty or city wmit. The receipt
and disbursement of funds lies with the county eor city treasurer who
pays school expenditures with city or county checks, the school board
merely approving iaveices or issuing warramts for the use of the treasurer
of the governing unit.

School operations are reflected in the city or coumty budgets
and those sehools which maimtain their owa lécunth; recerds recomcile
their figures with the controlling accownts of the governing units while
those schools vhich de not meaimtaim their own records are furmished with
momthly finamcial reports to imform them whether they stay within their

budgeted figures. The classificatiom of aceowmts is as follows:

TR
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umber of
Aceoumt Sub-accounts

School Board - Adwinistratiea 10

Ingtruction 39
Regular Bay Schools (elementary,

secondary, vocationel, supervisers)

Part-time, Evening, and Substitute

Coordinate Activities

Auxiliary Agencies

Bousing -~ @peration and Maimteaance of
School Plaat

Fixed Charges

Miscellaneouws Operating Fuactiens

Gapital Outlay

Debt Service

[ o
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In all cases, records are maintained with respect te estimated
revenues, realiszed end umrealised reveaues, apprepristiems, expeaditures,
encumbrsuces, and unencwmberxed apprepriation balances. Year-end audits
of ochoel records sre conducted by the Awditer of Public Accounts at
the time of the governing pelitical wmit sudit sad schoel eperatioms
are included as a part of the report em the larger wamit. A waiform
sccownting system is prescribed for echool activity funds. The accounting
systea in force complies with the standards ¢f the criteria.

Washingten

The accounting eystem for schoel districte {m this state is
patterned after the Office of Education Haadboek II. Changes frem the
earlier accomtiag guide ifosued by the Office of the Superintendeat of
Public Instructien were not major because the State of Washimgtem school
districts had been weing the gemerelly sccepted acesunting classificatiens
which is repeated threuwgheut this sectien on state acceunting previsions.
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Provstions of teschers' salaries te the types of scheels and te the
type of weork, vhether swpervisery er teschiag, is recommended inm the
sccounting manual. Per capita coests are cemputed accerdimg to levels
of {astructiom and budgetary procedures are strictly defimed. Ia view
of the adeption of Handbook II acceunting recommendatiems, the accownting
system of the schoel districts ia this state mests the requirements of

the criteria.
West Virginia

In West Virginia, the scheools are administered as a part of the
county im which they are leecated. The scheel beards receive a moathly
finsucial repert shewing uneacumbered balamces frem the Ceunty Beards of
Bducation te aid them in helding to buiget estimates. The State Beard
of Scheel Fimance impedes - eccrual system of accoumtiag on the ceunty
scheol districts which prevides fer memthly amd quarterly reperts of
expenditures, encumbrances, sad free balances for the budgeted appro-

priatiens. Acceumt classifications are as fellews:

Wumber of
Account Seb-accownts
General Coatrol - 23
Instructien , 18
Operation of Plant 13
Repairs and Replesements 18
Transportation 19 ~
Auxiliary Agencies 18
Fixed Charges 15
Capital Outlay 19
Veterans Training Pregram 3

Building Pregrem 5

s 'A“
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The scheel districts are sudited by the Beard of Scheel Fimance
and by the Tex Cemmissiomer. This seccounting system complies with generally

accepted sccowmting primciples and meets the conditioms ef the criteria.

Wiscensin

The Depazrtment of Public Isstructiomn prescribes s uniform

sccounting system for schoel districts as well as budgeting, accounting,
and auditing precedures. Preovisien is mede for ssset, liability, surplus,

revenus, and expenditure aceeowmts. $Special acceewmts are maimtained for

L;_

capital outlay amd special funde. The classification of expenditures

is as fellews:
Number of
Acecount Sub-acceuants

General Gemtrel 9
Instruction 9
Operatisn 6
Maintensnce 2
Awxiliary Services 6
Other Disbursemsnts for Curremt

Operations 6
Transpertatien 9
Cemmmnity Services 4
Capital Outlay 6
Debt BService 6

Anmual audits of the scheol beeks are required by state law.
Recemmendations for allecatidn of eperatiemal cests fer purposes of
develeping tuition fees is ome area im which the primciples of cest
acceunting are employed. Based eun the well-integrated set of acceunting
procedures advecated by autherity of the state, the acesunting system in

Wisconsin complies with the specificatiens of the criteris.
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Wyoaing

A letter to the writer frem Mr. Zam Lewis, Fiscal Ageat inm
the Department of Educatiem, indicates that while there is wne pamphlet
available eu schoel district aceountimg, the districts within the State
of Wyoming adhere te the recemmendatioms of the Office of Edwcation
Handbook II, with miner modificatioms. Budgeting for the schoel
districts is required. Im view of this infermatiom, it is reasonable
to cenclude that the acceumting system in this state meets the conditions

of the criteria.
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