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CHAPTER I 

SUMMARY 

Introduction 

In this study we develop ·a framework of analysis to assist the 

Revenue Resources and Economic Study Comm.ission in making decisions. 

We do this by making projections, investigating alternatives, and eval

uating the results. Final reconnnendations are not provided, since 

they are the prerogative of the members of the commission. 

The authors are members of the Finance Section in the Division of 

State Planning and Comm.unity Affairs and the Research Division of the 

Department of Taxation who have been on loan to the connnission. They 

have been given a free hand in preparing the study; therefore, the 

opinions and conclusions are their own and do not necessarily represent 

the views of the Division of State Planning and Community Affairs, the 

Department of Taxation, or any other offices of state government. 

Throughout the study the projection period extends to 1979-80, a 

seven-year period from the current fiscal year or three bienniums ahead 

if measured from the present biennium. At various points in the study, 

data are presented for individual localities. Because of time and 

space limitations, we could not provide figures for each of the 134 

cities and counties. Instead, we use a representative sample of seven

teen cities and counties shown in Chart 1.1. The selection of sample 

areas was based on a desire to show effects due to size, geographic 

location, city or county status, and degree of urbanization. 
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This sunnnary chapter is followed by five major chapters and a 

statistical appendix. Chapter II provides background on state and 

local finances. It contains information on population, income, measures 

of fiscal effort and capacity, and major features of governmental finances 

in Virginia. Chapters III and IV furnish revenue and expenditure 

projections for the state's general fund and explore ways of increasing 

revenues. The next chapter provides the revenue and expenditure 

projections for local governments. In addition, Chapter V supplies some 

fiscal measurements for central cities and an analysis of local 

revenue systems with particular emphasis on the real property tax. 

Chapter VI is devoted to ways in which the state might give additional 

fiscal assistance to local governments. 

The remainder of this chapter is devoted to a summary of the study's 

highlights. To insure brevity and readability, several of the technical 

discussions are omitted, and some of the topics are discussed out of the 

sequence in which they are treated in later chapters. 

General Fund Revenues and Expenditures 

The general fund currently represents less than half of total state 

revenues. It is, nevertheless, the focus of most of the legislative 

appropriation process and therefore receives a large amount of attention. 

Moreover, much of the revenue outside of the general fund comes from 

the federal government or represents state taxes earmarked for highways. 

Thus, while not denying the dollar magnitude of special funds, our 

analytic efforts are centered on the general fund. 
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Revenue Projections 

Baseline general fund revenues are projected assuming no change in 

the present tax structure and rates. ThP. projections are based on the 

relationship of revenues to predictive variables for each of the major 

sources. For example, projections of individual income tax receipts 

are based on projected changes in personal income. 

During the 1960's general fund revenue growth received several one

time stimulants such as the adoption of individual income tax withholding, 

the new sales and use tax, and changes in administrative procedures re

sulting in an acceleration of collections. Furthermore, the 1960's were 

a time of economic prosperity with only a minor recession in 1960-61 and 

the beginning of another in the last few months of the decade. Price in

flation, which usually stimulates revenues, was quite moderate in the 

first half of the decade, but accelerated toward the end. The combined 

effect of these factors was a sharp rise in general fund revenues, parti

cularly in the second half of the decade. Instead of growth of about 20 

to 22 percent per biennium, revenues rose by 41 percent in 1966-68 and 

by 46 percent in 1968-70. In the 1970-72 biennium revenues increased 

not quite 20 percent, reflecting the impact of the recession and slow 

recovery in 1970-71, some slowdown in the rate of inflation, and the 

1968-70 base for calculating the relative change being swollen by one-time 

windfalls. 

The official estimate for the 1972-74 biennium shows a gain of 

nearly 31 percent, resulting primarily from an expected continuation 

of the rapid economic expansion that began in the second half of 1971-72 

and from increases in the corporate income tax rate from 5 to 6 percent 

and the individual income tax rate from 5 to 5,75 percent over 

$12,000 of taxable income adopted by the 1972 General Assembly. 
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Our projections for the next three bienniums show gains of 28 percent 

in 1974-76, 24 percent in 1976-78, and 24 percent in 1978-80. Thus, 

even with the two recent rate hikes general fund revenues will not 

show percentage gains in the 1970's as high as those experienced in the 

last two bienniums of the previous decade. 

Among the various sources of revenue, the individual income tax 

will continue to be preeminent. It presently accounts for about two

fifths of general fund revenues and is expected to represent one-half 

by 1978-80. Although the sales and use tax will continue to rank 

second in importance, its share of the total is expected to drop from 

26 percent in the current biennium to 22 percent in 1978-80. 

A new source of revenue to be added to the baseline forecast is 

federal general revenue sharing. In the next biennium there will be 

about $116 million in such funds available, and in the 1976-78 biennium, 

about $33 million. The program expires at the end of 1976; as a result, 

no funds will be available for 1978-80. 

Expenditure Projections 

We first make baseline projections of maintenance and operating 

expenditures (current outlays). These forecasts assume no change 

in the scope or quality of programs but do allow f�r growth in popula

tion-workloads and for price increases. Forecasts of future population

workloads for specific functions (e.g., enrollment in elementary and 

secondary schools) were obtained from the appropriate state agencies. 

The workload figures are crude estimates, and we take full responsibility 

for them--they should not be confused with more detailed figures used 

in the regular budget process. Table 1.1 summarizes actual appropriations 

for the current biennium and projected baseline expenditures for the 

future. Through the next three bienniums elementary-secondary education, 



TABLE 1.1--GENERAL FUND OPERATING EXPENSES: ACTUAL APPROPRIATIONS AND PROJECTED BASELINE EXPENDITURES 1972-74 TO 1978-80 

Actual Projected Percent Change Projected Percent Change Projected Percent Change 
Appropriations Expenditures from Previous Expenditures from Previous Expenditures from Previous 

� 1972-74 1974-76 Biennium 1976-78 Biennium 1978-80 Biennium 

EDUCATION 
Elementary-Secondary Education $1,004,448,335 $1,163,100,000 +15.8 $1,285,600,000 +10.5 $1,423,900,000 +10.8 
Higher Education 384·, 396,580 474,500,000 +23.4 560,700,000 +18.2 642,700,000 +14.6 
Other Education and Cultural 7,657,700 8,500,000 +11.0 9,700,000 +14.l 11,000,000 +13.4 

HEALTH AND WELFARE 
Mental Health 117,749,150 114,700,000 -2. 6 110,600,000 -3.6 114,000,000 +3.1 
Public Health 59,973,640 68,000,000 +13.4 77,300,000 +13.7 87,800,000 +13.6 
Medicaid 110,890,685 155,300,000 +40.0 189,500,000 +22.0 227,400,000 +20.0 
Public Welfare 142,016,990 153,700,000 +8.2 166,500,000 +8.3 185,300,000 +11.3 
Vocational Rehabilitation 6,872,380 8,000,000 +16.4 9,300,000 +16.3 10,900,000 +17 .2 

ADMINISTRATION OF JUSTICE 157,052,450 178,200,000 +13.5 202,400,000 +13.6 229,900,000 +13.6 

RESOURCE AND ECONOMIC DEVELOPMENT 57,659,095 66,200,000 +14.8 75,200,000 +13.6 85,400,000 +13.6 

GENERAL ADMINISTRATION AND LEGISLATIVE 
General Administration 59,844,995 67,500,000 +12.8 76,700,000 +13.6 87,100,000 +13.6 
Legislative 7,142,220 8,300,000 +16.2 9,500,000 +14.5 10,700,000 +12 .f, 

TRANS PORTA T ION 8,578,770 9,500,000 +10. 7 10,700,000 +12.6 12,200,000 +14.0 

UNALLOCATED BY FUNCTION 
Employee Benefits 62,211,655 73,900,00:l +18.8, 83,900,000 +13.5 95,300,000 +13.6 
State Aid to Localities--Shared Revenues 33,600,000 37,300,000 +11.0 40,500,000 +8.6 43,200,000 +6.7 
Debt Service 17,794,400 16,700,000 -6.2 15,600,000 -6.6 14,600,000 -6.� 
Other 33,218,415 56,700,000 +70.7 64,400,000 :!:!1.:2 n,200

1
000 +13. 7 

TOTAL OPERATING EXPENSES $2,271,107,460 $2,660,100,000 +17 .1 $2,988,100,000 +12.3 $3,354,600,000 +12 .3 

Source: Table 4.20. 
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higher education, public welfare, and medicaid are expected to account 

for about three-fourths of operating expenses. For elementary-secondary 

education, enrollment is projected to decline slightly throughout the 

projection period. However, the annual rate of inflation will more than 

offset the enrollment decline and will cause outlays to rise. In other 

words, the number of students will decrease, but the cost per student 

will increase. In higher education, expenditures will increase as 

enrollment grows in all types of institutions. The rate of growth of 

enrollment is, however, projected to be lower than in recent years. 

Public welfare outlays will increase more gradually than they have in the 

last few years. Caseloads are expected to maintain a low growth rate and 

the federal government will assume the program and administrative burden 

of old age assistance, aid to the permanently and totally disabled, and 

aid to the blind. Outlays for medicaid will grow at a fairly constant 

rate as the number of cases in each of its two major programs increases 

at average annual rates of 2.5 and 5 percent. In the other functional 

categories, the population served is projected to decline significantly 

(mental health) or to increase in proportion to general population growth 

(e.g., public health, vocational rehabilitation, and resource and economic 

development). 

After obtaining baseline projections, we rework the data to yield 

projections that allow for increases in maintenance and operation 

expenditures because of improvements in scope and quality. These are 

defined as new programs or expansion of old ones. For example, an 

increase in state aid to elementary-secondary education would be an 

expansion in scope and quality. Scope and quality expenditures grew 

by roughly 2.5 percent annually in the late 1960's and early 1970's, 

and, on average, we anticipate a similar growth rate for the 1970's. 
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Projections of current outlays without allowance for capital outlays 

are unrealistic, particularly if one allows for increases in scope and 

quality. Two sets of projections are made for capital outlays. The 

first assumes that only baseline maintenance and operation expenditures 

will be made. The second assumes that such expenditures will be increased 

to allow for changes in scope and quality. Both sets are projected by 

assuming--· that capital outlays will represent about 7 percent of current 

outlays. 

Revenue-Expenditure Gaps 

We have discussed the method for deriving the baseline revenue pro

jection and four projections of expenditures. Coni>ining them yields the 

following results: 

TABLE 1. 2. --SUMMARY OF GENERAL FUND REVENUES AND EXPENDITURES, 
1974-76 TO 1978-80 BIENNIUMS 

(Millions of Dollars) 

1974-76 

Baseline revenues $3,092.9 

Expenditures 
Baseline 2,660.1 
Scope and quality 2,851.6 
Baseline plus capital outlay 2,843.6 
Scope and quality plus capital 

outlay 3,048.4 

Gap 
Baseline +438.8 
Scope and quality +241.3
Baseline plus capital outlay +249.3
Scope and quality plus capital 

outlay + 44.5

Source: Tables 3.2 & 4.20, pp. 201,202. 

1976-78 1978-80 

$3,716.7 $4,580.2 

2,988.1 3,354.6 
3,489.6 4,277.3 
3,194.3 3,586.1 

3,730.4 4,572.4 

+728.6 +1,225.6
+227.1 + 302.9
+522.4 + 994.1

- 13.7 + 7.8
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Chart 1. 2 displays graphically the "gaps" (revenues minus expendi

tures) that are projected. In the next three bienniums, we project posi

tive gaps or surpluses for each of the first three concepts. The surpluses 

range from +$438.8 million to +$241.3 million in 1974-76, from +$728.6 

million to +$227.1 million in 1976-78, and from +$1,225.6 million to 

+$302.9 million in the last biennium. For the fourth and broadest 

concept, scope and quality plus capital outlay, the gaps vary from 

small surpluses, +$44.5 million in the next biennium and +$7.8 million 

in 1978-80, to a small deficit, -$13.7 million, in the 1976-78 biennium. 

The gaps forecast are projections based on reasonable assumptions 

but are, of course, subject to error. Such a residual measure is 

particularly sensitive to estimating errors, since a small change in 

projected revenues or expenditures will have a magnified impact on the 

gap, In addition, the short-run forecasts are generally more accurate 

than the long-run forecasts. 

Another note of caution in evaluating the gaps is that the 

methodology for the expenditure projections has an upward bias. It 

assumes that all current expenditure programs will continue at baseline 

levels or will be expanded for improvements in scope and quality. There 

is ·no allowance for new priorities that would lower or eliminate expen

ditures on some programs. Moreover, there is no provision for new, lower 

cost methods of fulfilling program requirements. 

Finally, we must emphasize the impact of the recent tax increases 

and federal revenue sharing on the gaps. For example, in 1974-76 the 

$44.5 million surplus for scope and quality plus capital outlay would 

turn into a $167.3 million deficit without them, In the following 

biennium, using the same concept and excluding the two would expand 

the deficit from $13,7 million to $138.8 million. 
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CHART 1.2 

GENERAL FUND REVENUE EXPENDITURE GAP, 
BIENNIUMS 1974-76 TO 1978-80 

Baseline Gap 

Scope and Quality Gap 
+1,200 r------===aa...-------------------

Baseline Gap with Capital Outlays 

+l.OOOt-------'-'::'"'::_/.:..·::._::'-:::"'::.;.::.;.::l-
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-------++600 
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Note: Gap equals projected revenues minus 

projected expenditures. 
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New Revenue Sources and Borrowing 

If the gaps forecast are reasonably accurate, there may be no need 

to raise taxes or borrow for capital outlay to meet anticipated expend

iture demands. There may, however, be a desire to undertake large, new 

programs,which would probably require additional revenue, or to have 

some borrowing. Alternative means of raising more revenue and the state's 

borrowing potential are discussed below. 

New Revenue Sources 

Table 1.3 sununarizes the revenue potential of modifications in 

several general fund revenue sources. Since nearly three-fourth of the 

general fund is expected to come from two sources--the individual income 

tax and the sales and use tax--any significant changes calling for more 

revenue would require raising one or both of them. 

For example, exclusion of food for home consumption would reduce 

the present sales tax base about one-fourth with a revenue loss of about 

$77 million in the first year of the next biennium and about $91 million 

in the second year. Additional exclusion of nonprescription drugs would 

raise the cost roughly $6 million in each year. These estimates are re

stricted to the state's 3 percent tax; local revenues from the 1 percent 

local option tax would decline by one-third of the state loss. 

An alternative form of relief for the sales tax paid on food and 

nonprescription drugs would be an individual income tax credit. It 

would avoid the administrative costs and difficulties that exclusion would 

involve. In the next biennium a $16 credit per exemption would cost about 

$76 to $77 million per year. If the credit were limited to eligible per

sons with adjusted gross incomes under $6,000, the annual cost would be 

about $27 million,l/ 

1/ We follow conventional terminology in calling the proposal a 
"credit." Actually, it would not be a credit, since all eligible persons 
would be entitled to the full amount regardless of their tax liability, 
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TABLE l.l.--PROJECTED REVENUES FIi<»! ALTERNATIVE 
CIIAIIG!S DI REVENUE STRUCTURE AND/OR RATES, 

1974-76 11ENNI114 

Revenue Source 

lNDIVIDUALS AND FIDUCIARIES•• 
INC<»!! TAX 
Pre•ent ,cructure i preeenc rate, 
Preaent 1tructure; rate schedule l 
Present structure; rate schedule 2 
Present structure; rate schedule 3 
Present BtructuTe; rate schedule 4 
Present st-...uctuTe; rate schedule 5 
Preaent structure; rate schedule 6 
Present structure; rate schedule 7 
Present 1tructu't'e; rate schedule 8 
Preaeat 1tructure; rate schedule 9 

$7)0 exemption; present rates 

TAX CREDIT TO C<»IPENSATE FOR SALES TAX ON FOOD 
(EXCLUDING LOCAL OPTION) 
$16 credit per exemption 
$16 credit per exemption but llmited 

to .ACl of under $6,000 

lNIIEltITAIICE TAX 
Preaent atructure; present race• 
Preaent atructure vith lnclusioa of tnaurance; 

pt"eeent rates 
Propoeed atructure; proposed rate• 

CIIOlofi TAX ON SOFT DRINKS 
Aver•se per c..aptt.a revenue of •tate1 with 

tbe tu 

TOBACCO PRODUCTS TAX 
Present acructure; present rate• 
Preaent atructure; 5 cent rate; 
Present atructure; 5 cent rate; 
Present atruct1.1re; 5 cent rate; 
Present structure; 5 cent rate; 

STATE SALES AIII> USE TAX 
(EXCLUDING LOCAL OPTION) 
Present structure; present r•te 
Present atructure; 41 rate 

no change in aalea 
st drop in ulee 
10'%. drop in aaleo 
20'%. drop in salu 

Excluding food purchases; present rate 
Excluding food purchases; 4"Z. rate 
Excluding food .and nonprescription drug•; preaenc race 
Excluding food and nonprescription druas; 4"Z. rate 
Adding aelected services i 9resent rate 
Addiq aelected services; 4"Z. rate 

PARI-HUnlEL BETTING A111> LOTTERY 
Pari•mutuel bettlng 

Lottery 

(Nllllono of Dallon) 

1974-75 
Projected Change fr-

a.venue Present Tax 

$628. 7 
696.4 
839.2 
725.3 
719.5 
714.6 
551.9 
665.9 
738.5 
7ll.5 

,a,.4 

-76.2 
-26.6 

18.3 
19.0 

19.4 

9.7 

16.1 
32.2 
30.6 
29.0 
25.8 

350.0 
4S7.5 
272.6 
3S4.3 
267.1 
346.9 
381.6 
499.6 

$ 
+ 67.7 
+210.5 
+ 96.6 
+ 90.8 
+ 85.9 
- 76.8 
+ 37.2 
+109.8 
+104.8 

- 39.3 

-76.2 
-26.6 

+.1 

+1.1 

+9.1 

+16.1 
+14.S 
+12.9 
+ 9.7 

+101.S 

• 77.4 
+ 4.3 
- 82.9 
- 3.1 
+ 31.6 
+149.6 

197S-76 
Projected Change from 

Revenue Present Tax 

$723.4 
782.7 
907.9 
808.0 
803.0 
798.6 
656.1 
7S6.0 
819.6 
815.3 

692.0 

-77.3 
-27.0 

20.2 
21.S 

22.3 

11.3 

16.3 
32.6 
31.0 
29.3 
26.1 

380.8 
507.7 
289.4 
38S.9 
282.9 
377.2 
418.l 
S57.4 

$ 
+ 59.3 
+184.5 
+ 84.6 
+ 79.6 
+ 75.2 
- 67.3 
+ l2.6 
+ 96.2 
+ 91.9 

• 31.4 

- 77.3 
- 27.0 

+ l.l 

+ 2.1 

+ 11.3 

+ 16.l 
+ 11,.7 
+ 13.0 
+ 9.8 

+126.9 
• 91.4 
+ S.1 
- 97.9 
- 3.6 
+ 37.3 
+176.6 

Proa tM> racing fad Utlea the state could expect about 
$3 mllUon ln the tint year of operat101J, $7. 5 million 
after tw or three years, and around $10 million after 
five yean. Only the $3 million figure mtabt be achieved 
in the next biennium. 
!attm.ted receipts for a year range bet""en $9.S million 
and $47 mil lion dependift8 OD the de9ree Of public: 
acceptance. 

Note: For a aimmary of the aethodoloay, Ha notH to Table 3.35. For eddlttOMl deteU, ••• the d18cuH1on of Heh 
•ource in Chapter III. 
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An increase in the state sales tax rate to 4 percent would come 

within $3 million annually of offsetting the revenue loss caused by 

elimination of food and nonprescription drugs from the tax base. Making 

the sales tax applicable to selected services not presently taxed would 

expand the base by nearly 10 percent, or $31.4 million in 1974-75 and 

$37.3 million in 1975-76. This extra revenue could cover the cost of 

the $16 credit for persons with incomes under $6,000. Adoption of one 

of the nine alternative individual income tax rate schedules in Table 

1.4 would also make up for the decline in revenues caused by exclusion 

or a credit. As an illustration, schedule 4 would more than replace the 

revenues lost through a $16 credit for every exemption in the 1974-76 

biennium. 

Borrowing 

It is not necessary to finance all capital outlays from general fund 

revenues; general obligation borrowing could be another source. Under the 

amended constitution, limitations for general obligation borrowing have 

been liberalized to allow more borrowing than formerly. Under a conser

vative interpretation of the constitutional formula, the following maximum 

amounts of borrowing could be authorized: 

Year Millions of Dollars 

1974 $208.1 

1976 76.0 

1978 81.5 

Source: Table 4.25. 

Thus, the new debt provisions will permit large new borrowings in 

the next three bienniums if the General Assembly and the voters wish 

to use the maximum authority. Only in the 1974-76 bienium, however, 
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TABLE 1.4. --THE PRESENT RATE SCHEDULE AND PROPOSED RATE 
SCHEDULES FOR THE TAX ON INDIVIDUALS AND FIDUCIARIES 

Schedule 1 
Taxable Income 

First $3,000 
$3,001 - $5,000 
$5,001 and ov�r 

Schedule 3 
Taxable Income 

First $2,000 
$2,001 - $5,000 
$5,0bl and over 

Schedule 5

Taxable Income 

First $2,000 
$2,001 - $5,000 
$5,001 - $8,000 
$8,001 - $15,000 
$15,001 and over 

Schedule 7 
Taxable Income 

First $3,000 
$3,001 - $5,000 
$5,001 - $10,000 
$10,001 - $25,000 
$25,001 - $50,000 
$50,001 and over 

Present Rate Schedule 

Taxable Income 

2"1. 
3% 
5% 

First $3,000 
$3,001 - $5,000 
$5,001 - $12,000 
$12,001 and over 5.75% 

Proposed Rate Schedules 

2% 
3% 
6% 

2'%. 
n 

6% 

2'X. 
3% 
S'Z. 
6% 

7'% 

2% 
3% 
5% 
6% 

7% 
8% 

Schedule 9 

Schedule 2 
Taxable Income 

First $3,000 
$3,001 - $5,000 
$5,001 and over 

Schedule 4 
Taxable Income 

First $2,000 
$2,001 - $5,000 
$5,001 - $10,000 
$10,001 and over 

Schedule 6 
Taxable Income 

First $5,000 
$5,001 - $8,000 
$8,001 - $15,000 
$15,001 -·$25,000 
$25,001 and over 

Schedule 8 
Taxable. Income 

First $2,000 
$2,001 - $5,000 
$5,001 - $10,000 
$10,001 - $25,000 
$25,001 - $50,000 
$50,001 and over 

Taxable Income Rate 

First $2,000 2% 
$2,001 - $5,000 3% 
$5,001 - $8,000 5% 
$8,001 - $15,000 6% 
$15,001 - $25,000 7% 
$25,001 - $50,000 8% 
$50,001 nnd over 9% 

3% 
4% 
6% 

2'7.. 
3% 
5% 
7% 

2% 
3% 
5% 
7% 
8% 

2% 
3% 
5% 
7% 
8% 
9% 
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could the maximum debt that could be authorized ($208.1 million) com-

pletely substitute for general fund revenues as a method of financing 

projected capital outlays ($196.8 million with $183.5 million in base

line capital outlays and $13.3 million in scope and quality capital 

outlays). In the last two bienniums, maximum debt authorizations would 

cover only about 30 percent of projected capital outlays. Of course, any 

new authorized debt would have to be serviced out of general fund revenues.

We project the following amounts for debt service in the next three bi

enniums if the maximum amount of general obligation borrowing were 

authorized: 

Biennium Millions of Dollars 

1974-76 $20.3 

1976-78 46.4 

1978-80 59.1 

Source: Table 4.26. 

Otner Tax Issues 

For several general fund revenue sources we investigate issues 

that involve equity considerations·rather than revenue potential. In the 

public service corporation area, we study the state and local taxes paid 

by two competitive modes of transportation, railroads and trucks. Our 

evidence indicates that railroads pay more taxes than trucks, and from 

this we can conclude either that trucks ought to pay more or that rail

roads ought to pay less. 

Under the individual income tax the retirement income of state and 

federal governmemt employees and military personnel is excluded to some 

degree from taxation. These exclusions violate the notion of horizontal 

equity> or "equal treatment of equals." For example, the retiree with 

an industrial pension receives no exclusion, and wage earners probably 
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have expenses in connection with raising a family much greater than those 

of most retirees. Solutions to the problem would be eliminating the ex

clusions entirely or limiting them to the middle and lower income brackets. 

Local Government Revenues and Expenditures 

State and local finances are closely intertwined--localities are 

limited to revenue sources permitted by the state, and many of their 

expenditure programs depend upon state aid in the form of cash transfers 

or services rendered. In order to obtain some idea of future require

ments at the local level, we make projections of local revenues and expend

itures to complement the state's general fund projections. 

Local Revenue Projections 

We project local baseline revenues from own sources by using a method

ology similar to the one developed for projecting state general fund reve

nues. For state transfers from the general fund, we use figures developed 

for that fund, and we use a variety of techniques for other types of 

federal and state aid. 

According to our projections, local revenues will grow at an average 

annual rate of 7.2 percent during the next seven years. This compares 

with an annual growth rate of 13.2 percent from 1965-66 to 1970-71. The 

major reason for the difference is the adoption of the sales and use tax 

during the earlier period. Separating revenues into their two major com

ponents, we project a 9.4 percent average annual increase in local sources 

and a 6.3 percent annual increase in state and federal transfers, which 

include federal general revenue sharing. 

Local Expenditure Projections 

The basic projection methodology is the same as for general fund 
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outlays, but we merge current and capital outlay expenditures because 

of a lack of detailed data. From 1972-73 to 1979-80, total baseline 

plus capital outlay expenditures are projected to grow at an average 

annual rate of 5.1 percent. During this time, education, public welfare, 

police and fire protection, and sewerage and sanitation will remain the 

major expenditure items and will account for nearly three-fourths of 

total expenditures by fiscal year 1979-80. Scope and quality changes 

are allowed for by assuming a 5.2 percent average annual increase in the 

baseline projections of outlays financed from own sources in fiscal year 

1971-72. 

Local Revenue-Expenditure Gaps 

Positive baseline and scope and quality gaps are forecast through 

1979-80 (see Table 1.5 and Chart 1.3). The gap estimates are subject 

to the same limitations as previously mentioned for the general fund. 

These gaps assume no borrowing--a rather unrealistic premise if one 

considers the past behavior of Virginia local governments which have 

regularly borrowed for capital outlays. If local governments increase 

their debt at a rate consistent with past growth (about 8 percent annually), 

then the following amounts will be available from borrowing in each fiscal 

year: 

(Millions of Dollars) 

1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 

Borrowing $173.5 $187.3 $202.3 $218.5 $236.0 $254.9 $275.3 
Leas allowance 

for debt servic' 39.5 58.0 77,6 98.2 120.1 143.5 168.4 
Amount available! $134.0 $129.3 $124.7 $120.3 $115.9 $111.4 $106.9 

!.I Although debt service costs "WOuld come from current outlays, we have assumed that 
they 'WOuld have the effect of reducing total funds available for financing a negative 
gap. 

Source: Table 5,13. 

Such borrowing could substitute for the use of current revenues for 

capital projects. 



TABLE 1. 5. --SUMMARY OF LOCAL GOVERNMENT REVENUES AND EXPENDITURES 
FISCAL YEARS 1973-74 TO 1979-80 

Revenues 

Expenditures 
Baseline plus capital outlay 
Scope and quality plus capital outlay 

Gap 
Baseline plus capital outlay 
Scope and quality plus capital outlay 

Sources: Tables 5.10 and 5.12. 

(Millions of Dollars) 

1973-74 1974-75 1975-76 

$2,294.2 $2,453.2 $2,625.6 

2,219.8 2,312.4 2,410.3 
2,272.3 2,367.9 2,468.7 

+74.4 +140.8 +215.3
+21.9 +85.3 +156.9

1976-77 1977-78 

$2,788.2 $2,918.4 

2,511.6 2,618.8 
2,574.2 2,688.2 

+276.6 +299.6
+214.0 +230.2

1978-79 1979-80 

$3,134.9 $3,367.1 

2,737.3 2,860.5 
2,810.3 2,937.3 

+397.6 +506.6
+324.6 +429.8 I 

'""' 

0:, 
I 
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Another factor to consider is that the baseline revenue projections 

allow for no new taxes and no changes in the structure or rates of 

existing taxes. In the recent past, the weighted average true tax 

rates per $100 of real estate were as follows: 1962 ($0.92); 

1964 ($0.99); 1966 ($1.00); 1968 ($1.05); 1970 ($1.10); and 1971 ($1.06). 

Continuation of this trend, even by a modest amount, would offer a 

substantial increase in revenues. Also, any new federal and state aid 

would be additional sources of revenue not included in the baseline 

revenue projections. 

The fiscal projections in this study are for all local govern

ments, and the estimates are done on an overall, not an additive, basis. 

The projections therefore do not necessarily indicate the financial 

outlook for a particular city or county. In fact, based on information 

in this study and other reports, it appears that the fiscal outlook 

for large central cities is not as optimistic as for local governments 

in general. 

Chapter VI covers the principal devices that the state could use 

to assist local governments, and a snyopsis is provided here. Before 

discussing them, we must note the present status of the real property 

tax--the most important single source of local tax revenue. In many 

localities the tax is not being administered in an equitable or 

efficient manner. Different classes of property such as residential, 

commercial, and farm property are often assessed at different ratios 

and even within classes, ratios show large differences. Only 19 cities 

and 6 counties employ full-time assessors, and many localities assess 

only as required by law--every four years for cities and every six years 

for counties. This is too infrequent for an age marked by population 
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change, new land use patterns, and inflation. Although some areas have 

fairly high true tax rates by Virginia standards, many have very low 

rates. In 1971, the weighted average for all localities was 

$1.06 per $100 of true value. But this measure was strongly affected 

by the heavily populated urban areas; 105 of the localities had rates 

lower than the weighted average. The median rate of only $0.67 reflects 

this. Improvements in property tax administration could follow the 

eight recOimnendations for refonn made by the Governor's Committee 

on State-Local Cooperation in 1971.l/ 

State Aid to Localities 

If the state wishes to increase aid to localities, it can do so 

in a variety of ways that fall under three broad categories--revenue 

sharing, participating in local expenditure programs, and provision 

of new local tax powers. 

Revenue Sharing 

The term "revenue sharing" is now popularly associated with the 

federal program, but the concept also applies to state government. 

In Virginia, we already have revenue sharing with the sales and use tax, 

A.B.C. profits, and the wine and spirits tax. Although additional 

revenue sharing could be applied to many sources of revenue, we concen

trate on the two largest sources, the individual income tax and the 

sales and use tax. An increase in the individual income tax could 

be shared with localities with the amount available depending on the 

increase in rates. Table 1.3 indicates the additional revenues that 

l/ The property tax is currently under study by the Office of 
Finance, 
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nine alternative rate schedules would produce in the next biennium. How 

to distribute the money is the big question with this or any other 

proposal for revenue sharing. Distribution on the basis of taxpayer 

residence would help the higher income localities. A per capita 

distribution would help lower income localities. Distribution by place 

of primary employment would help central cities that have a large number 

of net in-conunuters. 

A 1 percentage point increase in the state sales and use tax could 

be shared with localities in the same way as the existing local share 

(on the basis of school-age population) or a new allocator such as 

place of sale could be used. The latter approach would, of course, be 

preferred by central cities and other areas with well developed retail 

sales centers. The amount available for distribution would be about 

$108 million in fiscal year 1974-75. 

Participation in Local Expenditure Programs 

The state already plays a major role in financing local governments. 

In 1970-71, 37 percent of local funds came from the state government 

either as appropriations of state funds or as federal revenues passed 

through the state government. There are numerous programs receiving 

state aid and many possibilities for expansion. We sh�ll limit our 

analysis to four important areas--education, welfare, health, and highways. 

Education 

Education is the largest category of expenditure in local budgets 

and, statewide, the state government bears about 38 percent of the cost. 

For 1973-74 the major types of state aid are the basic school aid fund, 

the local share of the state sales and use tax, and state paid fringe 

benefits. Together these programs account for $9 out of every $10 of 
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state aid. For the 1974-76 biennium it will be necessary to develop 

a new method for distributing state aid, since the Attorney General 

has ruled that use of the basic school aid formula does not conform 

to state constitutional requirements for funding the actual cost of 

quality education. Major concepts likely to be incorporated into a 

new aid program for the next biennium are: (1) a new measure of local 

fiscal capacity that will include local personal income and taxable 

sales in addition to the true value of real estate; (2) a new formula 

that will incorporate a local fiscal capacity measure and a standards 

of quality cost per pupil; (3) aid for compensatory education that 

would be distributed on the basis of local poverty measures or test 

scores; (4) aid for capital outlays; and (5) recognition of differences 

1/ 
in local costs, particularly those between urban and rural areas.-

Welfare 

Welfare funding is becoming more and more a federal and state 

responsibility. On January 1, 1972, the state assumed the local share 

of welfare assistance costs for old age assistance, aid to the permanently 

and totally disabled, aid to families with dependent children, and aid 

to the blind. However, all of these programs, with the exception of 

aid to families with dependent children, are scheduled to be taken over 

completely by the federal government on January 1, 1974. Localities 

will continue to be responsible for their share of public assistance 

costs for the three state-local programs--general relief, foster care 

and hospitalization of the indigent--and administrative costs. 

1/ At present, state aid to education is being studied by the 
Task Force on Financing the Standards of Quality. 
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Complete state takeover of local welfare costs would have cost the state 

about $12.7 million in 1971-72 and would have primarily helped the 

1/ 
central cities with their high welfare loads.-

Health 

The State Department of Health now operates all local health 

departments with the state bearing the major share of their costs. The 

state share varies from 55 percent to 82 percent of the costs depending 

upon local ability to pay as measured by the true value of real property. 

Generally, the central cities pay larger percentages of cost than rural 

areas. A new method of deriving local shares could be developed which 

would have all localities paying the same share. Ninety percent funding 

by the state in 1971-72 would have required an additional $10.4 million. 

Highways 

Highways are an important cost item to the municipalities and two 

counties that maintain their own systems. Revisions could be made in 

the level and method of funding. Reversal of the present approximate 

two to one ratio of local to state funding would have provided about 

$20 million extra in fiscal year 1970-71 for local governments main

taining their own highways. 

New Local Tax Powers 

Local governments receive their taxing powers from the state and, 

as a consequence, they are subject to several statutory limitations. 

For example, they are not permitted to levy taxes on income, and they 

cannot impose a sales and use tax exceeding 1 percent. 

!/ This estimate assumes the circumstances prevailing as of 
January 1, 1974. As of that date the federal government becomes responsi
ble for all administrative and program costs for old age assistance, aid 
to the permanently and totally disabled, and aid to the blind, but the 
state continues to pay the non-federal share of assistance costs for aid 
to families with dependent children. 
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If it were felt desirable to expand local tax powers, there are 

several possibilities including, but not restricted to, a local surtax 

on the state individual income tax (a so-called piggyback tax), 

another 1 percent local option on the sales tax, a local motor fuels 

tax, a local moto;t' vehicle sales and use tax, a local crown tax, and 

acceleration of the equalization of public service corporation assessments 

with other types of property. The details of these alternatives are 

shown in Chapter VI. Here, we shall limit discussion to the two proposals 

involving large dollar amounts--a local income tax and another 1 percent 

local option sales tax. 

Local Income Tax 

A local income tax would be a new and significant source of revenue 

for local governments. The tax could take many forms, but those with 

the greatest administrative feasibility would utilize the present 

state individual income tax. A local tax could then be administered 

by the state with great savings in costs and convenience. The tax 

could be a surtax on the state tax or could take the form of progressive 

rates for different brackets of taxable income. Neither form would be 

in any sense a commuter tax, since revenue would be returned to the 

taxpayer's resident community. If a local tax took one of these forms 

and had an effective rate equivalent to a 20 percent surtax on the state 

tax on individuals and fiduciaries, it would raise about $165 million 

in 1974-75 and $145 million in 1975-76.l/ Incidentally, if such a tax

were adopted by all localities, it would be the same as an equivalent 

state indivjdual income tax increase earmarked for distribution to local 

governments on the basis of taxpayer residence. 

l/ The projected changes for 1974-75 include seventeen months of 
revenues because an effective date of January 1, 1974, with a thirty 
day collections lag is assumed. 
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Additional 1 Percent Local Option Sales and Use Tax 

All localities impose a 1 percent local option sales tax that 

is collected by the state and returned to localities on the basis of 

place of sale. As an alternative to the present system, the limit on 

the local rate could be raised to 2 percent. Assuming all localities 

exercised the new option, the revenue impact would be virtually the 

same as an additional 1 percent state levy distributed on the basis 

of place of sale. Thus, about $108 million would be made available in 

fiscal year 1974-75. 

Concluding Remarks 

Our analysis indicates that during the 1970's revenues from the 

present tax system will keep up with or exceed expenditures at both the 

state and local levels. At the same time, the.introduction of any large 

new programs would probably require additional revenue. The mc,st likely 

source of these revenues would be either the individual income tax or 

the sales and use tax. 



CHAPTER II 

BACKGROUND ON STATE AND LOCAL GOVERNMENT FINANCES 

A subject as big as fiscal prospects and alternatives cannot be tackled 

without first laying some groundwork regarding salient features of the state's 

economy and of its existing revenue structure. This chapter develops five 

important topics essential to an understanding of the more detailed analysis 

which follows in later chapters. The topics are population, personal income, 

state and local government finances, intergovernmental relationships, and 

county and city fiscal capacity and effort. 

Population 

In 1970, the census count for Virginia was 4,651,448. This was equiva

lent to a 1.6 percent average annual growth rate since 1960--a rate of 

increase about one-third higher than the national average. The state's natural 

increase rate (births minus deaths per 1,000 population) is now quite close 

to the national average, so differences in growth are attributable mainly to 

migration. 

The pattern of growth during the last decade was familiar since it was a 

replay of events in the 1950's. From most rapid to slowest growth, the cities 

and counties can now be grouped as follows: 

-27-
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State total 

Urban areas 

central cities 

established suburban areas 

developing surburban areas 

small urban areas 

Rural areas 

Total 
% Change 

+17.6

+27 .4

+6.5

+50.5

+11.4

+7.2

-2.6

1960-70 

Average Annual 
Rate of Change 

+l.6

+2.5

+o.6 

+4.2 

+l.1

+o.7 

-0.3

Note: Grouping of individual cities and counties is shown inAppendix 
Table A.1. 

�n looking to the future, Virginia's population is likely to reach 

5,415,000 by 1980 for a total increase of approximately 763,000 from the 1970 

Census count (see Table 2.1). The projected 1980 figure will represent an 

increase of 16 percent for the decade and an average annual increase of 1.5 

percent. The rates of population increase projected for the 1970's are slightly 

less than experienced in the last decade. There are several reasons for the 

slower growth rates anticipated in the 1970's. Chief among them is the generally 

lower birth rate reflected by Virginia's lower natural increase rate experienced 

in recent years. The overall natural increase rate in Virginia for the 1960's 

averaged 13 per thousand annually, but in the last few years it was only about 

11 per thousand. 

For net in-migration, a downward trend also appears. The net in-migra

tion experienced by Virginia is closely related to federal civilian and 

military activity. About three-fourths of total net in-migration during the 

1960's was accounted for by Northern Virginia and Hampton Roads, two regions 
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heavily affected by the presence of the federal government. Another factor 

significantly influencing in-migration to Virginia was manufacturing growth. 

In both federal governmental activity and manufacturing, the greatest 

growth occurred in the early and mid-1960's, with much more modest growth in 

the last few years of the decade. In 1970 and 1971 both activities experienced 

slight downturns in Virginia and the trend continued into 1972 for federal 

government employment,but manufacturing employment increased significantly having 

its best year since 1968. 

Since these activities have a direct bearing on in-migration, we assume 

that net in-migration also tapered off in the last few years of the 1960's to 

more modest levels than earlier in the decade. Thus, with a slowing trend 

evident in both natural increase and net in-migration, population growth for the 

1970's is projected at a lesser rate than that experienced in the 1960's. 

Based on the fertility assumptions of Census Series D, there will be a 

slight increase in the birth rate and consequently the natural increase rate , 

over current levels due to a larger proportion of the population being in the 

prime child-bearing age groups. As a result, Virginia's natural increase rate 

is expected to rise to 12 per thousand annually in the 1970's. This natural 

increase rate is above the rate experienced in the last few years of the 1960's, 

but not as high as the 13 per thousand annual rate experienced for the decade. 

At the same time, the rate of in-migration is expected to decline from 4 per 

thousand annually in the 1960's to 3 per thousand in the 1970's. The reason 

for this anticipated decline in net in-migration is that the build-up in 

federal governmental activities experienced in the early and mid-1960's, which 

significantly affected the Northern Virginia and Hampton Roads areas, is not 

expected to be duplicated in the 1970's. However, manufacturing growth is 

expected to continue at a rapid pace in the 1970's and will partially offset 

the lesser anticipated growth in federal governmental activity. Nevertheless, 
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the offset will not be great enough to maintain the in-migration rate at the 

level experienced in the 1960 1 s. 

TABLE 2.1--PROJECTED VIRGINIA POPULATION, 1970 TO 1980 

� PoEulation 

1970 (Census) April 1 4,648,494 

1971 July 1 4,736,000 
1972 July 1 4,807,000 
1973 July 1 4,879,000 

1974 July 1 4,952,000 
1975 July 1 5,026,000 
1976 July 1 5,102,000 

1977 July 1 5,178,000 
1978 July 1 5,256,000 
1979 July 1 5,335,000 

1980 July 1 5,415,000 

Source: Robert J. Griffis, ''Virginia's Population", a staff paper prepared 
in the Office of Research and Information, Division of State Planning and Community 
Affairs (December 3, 1970). 

The age distribution of the population is an important determinant of the 

size of public outlays. Of particular importance are the number of persons of 

school age (5 to 17) and of college age (18 to 21). 

Birth data are an excellent indicator of future age distributions. Thus, 

by analyzing Chart 2.1, the reader can see a major reason why college enroll

ment spurted upward in the 1960's. Persons who were 18 to 21 during that decade 

were born from 1939 to 1952, a period in which.births rose sharply. In the 

1970's, college enrollment will not be subject to as much population pressure. 

Persons who will be 18 to 21 during the 1970 1 s were born from 1949 to 1962, 

a period in which births did not increase as much as during the previous decade. 
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The lag time between births and enrollment is very brief for public 

schools, amounting to only five years. The early grades in primary schools 

are now being affected by the downturn in births that began in 1965, and the 

low number of births in the 1960's will have a dramatic effect on public 

school enrollment for the remainder of the current decade. In some years of 

the 1970's public school enrollment will be lower than in the 1960's. 

Projected age distributions for 1980, along with actual age distributions 

for 1960 and 1970, are shown in Tables 2.2 and 2.3. These projections were 

derived by applying survival ratios to the 1970 population with provision for 

births and net in-migration. 

TABLE 2.2--AGE DISTRIBUTION OF VIRGINIA'S POPULATION, 1960 TO 1980 

1960 1970 1980 
Actual Actual Projected 

Number of Persons 

Total 3,954,429 4,648,494 5,415,000 
0 to 4 456,885 393,005 549,000 
5 to 17 1,006,130 1,197,456 1,168,000 
18 to 21 244,677 360,033 381,000 
22 to 64 1,965,176 2,332,288 2,854,000 
65 and over 281,561 365,712 463,000 

Percent of Total 

Total 100.0 100.0 100.0 
0 to 4 11.6 8.4 10.1 
5 to 17 25.4 25.8 21.6 
18 to 21 6.2 7.7 7.0 
22 to 64 49.7 50.2 52.7 
65 and over 7.1 7.9 8.6 

Methodology and sources: 1960 data--U. S. Bureau of the Census, 1960 Census 
of Population, Vol. 1, Characteristics of the Population, Part 48, Virginia 
(Washington: Government Printing Office, 1963), Table 94, p. 315; 1970 data-
unpublished computer data from the first count of the 1970 Census of Population 
and Housing; 1980--Survival rates, with interpolation where necessary, came from 
U. S. Bureau of the Census, "Projections of the Population of the United States 
by Age and Sex: 1964 to 1985", Series P-25, No. 286 (Washington: Government 
Printing Office, July, 1964), p. 64; net in-migration was assumed to be 16,650 
per year with an age distribution the same as displayed by national interstate 
migration from 1968 to 1969;see U. S. Bureau of the Census, 11Mobility of the 
Population of the United States, March 1968 to March 1969, "Series P-20, No. 
193 (Washington: Government Printing Office, December 26, 1969), p. 10. 
Survival ratios were applied to the net in-migrants. Births were projected to 
be 1,034,000 with 482,000 occurring from 1970 to 1975. 
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TABLE 2.3--CHA.NGE IN AGE DISTRIBUTION OF VIRGINIA'S POPULATION, 
1960-70 AND 1970-80 

1960-70 {Actuaq 1970-80 {Projected2 
Number J_ Number J_ 

Total +694,065 +17.6 +767,000 +16.5
0 to 4 -63,880 -14.0 +156,000 +39. 7,
5 to 17 +191,326 +19.0 -29,000 -2.4
18 to 21 +115,356 +47.1 +21,000 +5.8
22 to 64 +367,112 +18.7 +522,000 +22.4
65 and over +84, 151 +29.9 +97,000 +26.6

Sourc�: Table 2.2. 

Personal Income 

Personal income is a good measure of total economic activity. In the last

ten years, Virginia's total personal income has grown at an average annual rate 

of 9.0 percent, a rate higher than the national average of 7.5 percent. Most 

of the difterence reflected an improvement in individual incomes, although a 

portion was due to Virginia's faster growth of population. Per capita income, 

which adjusts for population differences, provides a good measure of Virginia's 

relative gain. In 1961, Virginia per capita income was 83.8 percent of the 

national average; ten years later, it was 93.8 percent (see Table 2.4). The 

Virginia per capita personal income annual growth rate during this period was 

7.5 percent - significantly higher than the U. S. average of 6.2 percent. 

Composition of personal income in Virginia is unlike the nation in several 

respects. The outstanding difference is the relative importance of the federal

government whose wage and salary payments currently account for 19.1 percent

of all personal income in the Col!IIlonwealth compared with 5.3 percent nationally.

This is due to the large number of federal civilian employees living in Northern

Virginia and the location in Virginia of several big military installations

of which the naval complex in Hampton Roads is paramount.
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1950 
1951 
1952 

1953 
1954 
1955 

1956 
1957 
1958 

1959 
1960 
1961 

1962 
1963 
1964 

1965 
1966 
1967 

1968 
1969 
1970 
1971 
1972 

Note: 

Source: 

pp. 24 anr' 

TABLE 2.4.--VIRGINIA PERSONAL INCOME 
I 

TOTAL AND PER CAPITA, 1950 TO 1972 

Personal Income 
Total ($Mil.) Per Capita 

� � % of U.S. Y!.:. U.S. 

$ 4,070 226,214 1.80 $1,228 1,496 
4,763 253,232 1.88 1,387 1,652 
5,150 269,769 1.91 1,470 1,733 

5,292 285,456 1.85 1,488 1,804 
5,338 287,607 1.86 1,501 1,785 
5,638 308,266 1.83 1,571 1,876 

6,084 330,479 1.84 1,634 1,975 
6,349 348,460 1.82 1,652 2,045 
6,591 358,474 1.84 1,684 2,068 

6,995 380,964 1.84 1,770 2,161 
7,340 398,726 1.84 1,842 2,216 
7,777 414,411 1.88 1,899 2,265 

8,443 440,189 1.92 2,020 2,370 
8,983 463,054 1.94 2,101 2,458 
9,905 494,912 2.00 2,273 2,590 

10,718 535,948 2.00 2,430 2,770 
11,684 583,828 2.00 2,622 2,987 
12,741 625,576 2.04 2,826 3,170 

14,123 684,745 2.06 3,098 3,436 
15,461 746,449 2.07 3,351 3,708 
16,986 801,493 2.12 3,650 3,933 
18,400 
20,287 

857,085 
932,420 

2.15 
2.18 Z:��� 4,156 

4,478 

Includes Alaska and Hawaii for 1960-71, but not in earlier years. 

. -
Survey of

: Vol. 49, 
Current Business, Vol. 53, No. 4 (April, 

4 (April, 1969), pp. 22 and 26. · 
1973), pp. 22 and 26; Vol. 52, No. 

% of U.S. 

82.1 
84.0 
84.8 

82.5 
84.1 
83.7 

82.7 
80.8 
81.4 

81.9 
83.1 
83.8 

85.2 
85.5 
87.8 

87.7 
87.8 
89.1 

90.2 
90.4 
92.8 
93.8 
95 .1 

8 (August, 1972), 
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Wage and salary payments are the principal form of income for both the 

1tate and the nation, but there is a significant difference in their relative 

importance. Virginians do not derive as much relative income from property 

and proprietorships as the national average. That is the major reason why wage 

and salary payments represent a larger percentage of income in Virginia (72.9 

,ercent) than nationally (66. 3 percent). 

The composition of Virginia's personal income has changed significantly in 

the last twenty-one years (see Table 2.5). Since 1950, wage and salary payments 

are a much more important source of income having moved from 68.9 percent to 

72.9 percent of the total. The relative decline of agriculture was the major 

reason for this change, as people switched away from operating their own farms 

to jobs paying wages and salaries. Proprietors' farm income fell from 6.4 per

cent of income in 1950 to 1.0 percent in 1971. 

Another development was the growth of government as a source of income • 

. !ready big in 1950, it has become even larger. The gains were due to much 

larger payments by federal civilian government and state and local government. 

The relative importance of federal military wage and salary payments was less 

in 1971 than in 1950, but was greater than in some of the intervening years. 

Increases in federal programs have made transfer payments a much more important 

source of personal income in 1971 (9.3 percent) than they were in 1950 or 1960 

(both 6.2 percent). 

Several important types of revenue--individual income taxes and sales 

��xes, particularly--bear a close relationship to personal income. Thus, pro

.ctions of personal income are needed to make revenue projections. The method 

of projecting income was as follows: since Virginia personal income has a close 

correlation with gross national product (GNP), an elasticity measure was compute 

� the 1962-63 to 1971-72 period. It showed that for each 1 percent gain in

GNP, personal income rose by about 1.2 percent. The elasticity measure was 

applied to projections of GNP in order to develop figures for personal income. 



TABLE 2.5.--PERCENTAGE DISTRUBITION OF PERSONAL INCOME PAYMENTS BY SOURCE, 
VIRGINIA, 1950 TO 1971 2 AND UNITED STATES, 1971

TyPe of Income 

Total personal income •••••••••••••••••••••••• 
Wage and salary disbu_rsements ••••••••••••••

Farm •••• o • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 

Mining .••••••••.•••••••••••••••••• • .• • • • • 
Contract construction •••••••••••••••••••• 
Manufacturing .•••••••••••••••••••••••••.• 
Wholesale and retail trade ••••••••••••••• 
Fin., ins., and real estate •••••••••••••• 
Transportation, communciations, and 

public utilities ••••••••••••••••••••••• 
Services . .••••••••••••••.••••..•.••.••.•. 
Government •• o • • • • ••• • • • • • • • • • • • • • • • ••• • • •

Federal, civilian •• · •••••••••••••••••••• 
Federal, military •••••••••••••••••••••• 
State and local •••••••••••••••••••••••• 

Other industries••••••••••••••••••••••••• 
Other labor income••••••••••••••••••••••••• 
Proprietors' income•••••••••••••••••••••••• 

Fann •••••• fit • • • • • o • • • • • • • • • • • • • • • • •• • • •• • •  

Nonf arm ••••••••••••••••••• o • • • • • • • • • • • • • •  

Property income•••••••••••••••••••••••••••• 
Transfer payments •••••••••••••••••••••••••• 
Less: personal contributions for social 

insurance ••.••.••••.••••.••••.••.••••.••. 

100.0 
68.9 

1.3 
1.5 
3.6 

15.1 
10.0 
2.2 

6.5 
5.6 

22.8 
10.4 

8.2 
4.2 
0.2 
1.4 

1S.O 
6.4 
8.6 

10.0 
6.2 

1.5 

100.0 
72. 7
0.8
0.9
4.0

15.8 
10.6 
2.7 

6.3 
7.1 

24.3 
11.4 

7.0 
6.0 
0.1 
2.5 
9.7 
2.6 
7.0 

11.5 
6.2 

2.5 

Note: Details may not add to totals due to rounding. 

Percent of Total 
Virginia 

1965 1970 1971 

100.0 
72.8 

0.4 
0.7 
4. 7 

15.6 
10.4 

2.8 

5.3 
7.5 

25.3 
11.8 
6.8 
6.7 
0.1 
3.0 
8.2 
1.9 
6.3 

12.2 
6.6 

2.7 

100.0 
73.3 

.3 

.7 

4.3 
14.3 
10.2 

2.9 

4.9 
8.1 

27.5 
12.2 

7.3 
8.0 

.1 
3.3 
6.6 
1.2 
5.4 

11.9 
8.5 

3.6 

100.0 
72.9 

.3 

.7 
4.4 

14.0 
10.2 
3.0 

5.0 
8.2 

27.0 
12.3 

6.8 
7.9 

.1 
3.5 
6.2 
1.0 
5.2 

11. 7
9.3

3.7 

United States 1971 

100.0 
66.3 

.4 

.7 
4.1 

18.7 
11.1 
3.5 

5.0 
8.8 

13.9 
3.5 
1.8 
8.6 

.1 
4.3 
8.2 
2.0 
6.1 

14.0 
10.9 

3.6 

I 

w 
°' 
I 

Source: Survey of Current Business, Vol. 52, No. 8 (August, 1972); unpublished data from the U.S. Department 
of Commerce, Office of Business Economics. 
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In making projections of GNP, it was broken into two elements--real growth 

(an increase in actual output) and growth due to higher prices. At the present 

time, we are experiencing substantial real growth and, in comparison to recent 

years, a limited amount of inflation. In our projections we have assumed a 

decline in real growth until it reaches a long-time rate of 4 percent annually 

beginning with fiscal year 1974-75. The inflation rate is expected to increase 

a bit in 1973-74, but by the second half of the decade we forecast a slowing to 

3 percent annually. When the figures for real growth and price increases are 

combined, we have projections for GNP in current dollars. On the basis of the 

preceding assumptions, the annual rate of growth in GNP will average about 7 

percent for our projection period (1974-75 to 1979-80). 

Table 2.6 shows actual Virginia personal income adjusted to fiscal years 

for 1960-61 to 1971-72 and projections to 1979-80. The projections anticipate 

growth close to the high rates of the late 1960 1 s. 

State and Local Government Finances 

State governments differ in their responsibilities (e.g., in some states 

the state government bears the brunt of financing schools and highways; in 

others, these functions are mainly the responsibility of local governments). 

Because of the diversity of state government functions, comparisons of revenue 

burdens involve problems similar to comparing apples and oranges. To get around 

this problem, it is best to compare combined revenue burdens of state and local 

governments. 

In 1970-71, general revenues of all Virginir. governments (state and local) 

from their own sources represented 13.1 percent of personal income compared 



Fiscal Year 

Actual 

1960-61 
1961-62 
1962-63 
1963-64 
1964-65 
1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970- 71 
1971-72 

Project ions 

1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977=78 
1978= 79 
1979=80 

TABLE 2.6.--GROSS NATIONAL PRODUCT AND VIRGINIA PERSONAL INCOME, CURRENT DOLLARS 
ACTUAL: FISCAL YEARS 1960-61 TO 1971-72, AND 
PROJECTED: FISCAL YEARS 1972-73 TO 1979-80 

Gross National Product 
(Current Dollars) 

Amount Percent Change from 
(Billions) Preceding Year 

$ 506.5 +2.2
541.7 +6.9
574.5 +6.0
611.6 +6.4
655.6 +7.2
718.5 +9.6
771.4 +7.4
827.0 +7.2
899.0 +8. 7
955.1 +6.2

1,010.6 +5.8
1,095.9 +8.4

1,208.4 +10.3
1,308.0 +8.2
1,406.1 +7.5
1,505.9 +7.1
1,612.8 +7.1
1,727.3 +7.1
1,849.9 +7.1
1,981.2 +7.1

Virginia Personal Income 
(Current Dollars) 

Amount Percent Change from 
(Millions) Preceding Year 

$ 7,558 
8,112 
8,716 
9,446 

10,293 
11,228 
12,163 
13,405 
14,823 
16,254 
17,662 
19,318 

21,628 
23,846 
26,069 
28,368 
30,869 
33,592 
36,554 
39,777 

+5.5
+7.3
+7.4
+8.4
+9.0
+9.1
+8.3

+10.2
+10.6
+9. 7
+8.7
+9.4

+12.0
+10.2
+9.3
+8.8
+8.8
+8.8
+8.8
+8.8

Percent Change 
Virginia Income 

�Percent Change GNP 

2.50 
1.06 
1.23 
1. 31
1. 25
0.95
1.12
1.42
1. 22
1.56
1.50
1.12

1.16 
1.24 
1.24 
1.24 
1.24 
1.24 
1.24 
1.24 

I 

\.;.I 
00 
I 

So,:rces: GNP, Data for 1960.3-1966.4: BCD (December, 1969), p. 108; Data for 1967.1-1968.4: BCD (August, 1971), 
p.100; Data for 1969.1-1972.2: BCD (August, 1972), p. 69; Virginia Personal Income, Data for Years 1958-1963:
Survey of Current Business (August, 1969), p.14; Year 1964: Survey of Current Business (October, 1967), p. 9; Year
1965: Survey of Current Business (October, 1968), p. 18; Year 1966: Survey of Current Business (October, 1969), p.15;
Year 1967: Survey of Current Business (October, 1970), p. 13; Year 1968: Survey of Current Business {October, 1971),

p. 18; Years 1969-1972.2: Survey of Current Business (October, 1972), p. 17.
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1/ 
with the national average of 14.9 percent.-

Since 1958-59 Virginia state and local government revenues have risen sharply.

In 1958-59, state and local government revenues from Virginia sources represented 

9.4 percent of total personal income. Since then there has been an almost steady 

rise to 13.0 percent in 1971 (see Table 2.7 and Chart 2.2). 

How does the burden of financing Virginia state and local goverrunents com

pare with other states? Before this question can be answered, it is necessary 

to arrive at a means for measuring burden. This report employs two widely used 

approaches--per capita revenues and revenues per $1,000 of personal income. 

These measures consider only one side of the fiscal equation--the revenue side-

and a strong case can be made for also considering the amount and incidence of 

expenditure benefits. However, analysis of the expenditure side is beyond the 

scope of this inquiry. 

Per Capita Revenue 

11 
Virginia's general revenue from its own sources was 81.2 percent of the 

national average in 1970-71, which placed it thirty-eighth in rank (see Table 

2.8). Although the state's national position was low, when compared with 

neighboring states Virginia's per capita revenue was higher than in Kentucky, 

West Virginia, North Carolina, and Tennessee. Only Maryland and the District of 

Columbia exceeded Virginia. 

The preceding measure was of general revenue which includes other revenues 

in addition to taxes. Table 2.9 shows Virginia's rank for per capita taxes. 

The foregoing remarks about the state's relative position are for the most part 

unchanged. The state's figure was 80.9 percent of the national average, and it 

1/ Source: u. S. Bureau of the Census, Governmental Finances in 1970-71, 
GF71, No. 5 (Washington: Government Printing Office, 1972), p. 50. 

2:./ All revenue except utility revenue, liquor store revenue, insurance-trust 
revenue, and transfers from the federal government. 



-40-

TABLE 2.7.--VIRGINIA STATE AND LOCAL GENERAL REVENUE FROM OWN a/ SOURCES AS A PERCENTAGE OF PERSONAL INCOME, FISCAL YEARS 1958-59 TO 1970-71-

General Revenue 
General Revenue Personal from Own Sources 

from Own Sources Income As a% of 
Fiscal Year ($Mil.) ($Mil.) Personal Income 

1958-59 $ 620.7 $ 6,593 9.4 

1959-60 685.7 6,994 9.8 

1960-61 745.2 7,339 10.2 

1961-62 792.3 7,776 10.2 

1962-63 886.3 8,448 10.5 

1963-64 968.4 8,984 10.8 

1964-65 1,059.4 9,909 10.7 

1965-66 1,203.7 10,725 11.2 

1966-67 1,343.8 11,688 11.5 

1967-68 1,536.8 12,740 12.1 

1968-69 1,796.0 14,154 12.7 

1969-70 1,985.2 15,461 12.8 

1970-71 2 205.0 16 986 13.0 

a/ Personal income for the whole year which represents the first part of the 
fiscal year, e.g., personal income for calendar year 1970 is compared with general 
revenue for fiscal year 1970-71. 

Sources: U.S. Bureau of the Census, Governmental Finances in 19--, selected 
editions (Washington: Government Printing Office) and Census of Governments: 1962 
Historical Statistics on Governmental Finances and Employment, Vol. VI, No. 4
(Washington: Government Printing Office, 1964); Survey of Current Business, Vol. 52, 
No. 8 (August, 1972), p. 25. 
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CHART2.2 

VIRGINIA STATE AND LOCAL GENERAL 

REVENUE FROM OWN SOURCES AS A 

PERCENTAGE OF PERSONAL INCOME 

FISCAL YEARS 1958-59 TO 1970-71 
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Source: Table 2.7. 
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TABLE 2.8--PER CAPITA AMOUNTS OF STATE AND LOCAL GENERAL REVENUE

FROM OWN SOURCJrn, FISCAL YEAR 1970-71 

1 
2 
3 
4 
5 

6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 

Exhibit: 

State 

Alaska 
New York 
Nevada 
Hawaii 
California 
Wyoming 
District of Columbia 
Delaware' 
Wisconsin 
Washington 
Minnesota 
Massachusetts 
Maryland 
Michigan 
Connecticut 
Illinois 
Vermont 
New Jersey 
North Dakota 
Arizona 
Colorado 
Iowa 

Nebraska 

South Dakota 
New Mexico 

Oregon 
Rhode Island 
Kansas 
Montana 
Pennsylvania 
Louisiana 
Indiana 
Idaho 
Utah 
Florida 
Maine 
Ohio _/VIRGINIA 
New Hampshire 
Georgia 
Oklahoma 
Texas 
Missouri 
Mississippi 
North Carolina 
Kentucky 
West Virginia 
Alabama 
Tennessee 

South Carolina 
Arkansas 

United States Average 
Median State 

Amount 

$1.052.72 
820.41 
781.60 
767.61 
739.40 
707.49 
691.76 
682.18 
652.83 

648.60 
646.16 
626.42 
624.76 
621. 71
617.95
602.57
595.31
589.85
588.31

586.35 
584. 77
577 .80
574.34
568.15

554. 79
549.25
541.33
537.03
533.82
525.37
519.13
516. 72
510.78
503.86
496.02
483.68
476.79
467.75
463.30
455.83
454.98
453.63
451.15
435.96
424.12
422.54
417.29
404.05
401.30
386.10
361.55

$575.89 
549.25 

Percent of 
U.S. Average 

182.8 
142.5 
135.7 
133.3 
128.4 
122.9 
120.1 
118.4 
113.4 
112.6 
112.2 
108.8 

108.5 
108.0 
107.3 
104.6 
103.4 
102.4 
102.2 
101.8 
101.5 
100.3 
99.7 
98.7 
96.3 
95.4 
94.0 
93.3 
92.7 
91.2 
90.1 
89. 7
88.7
87.5
86.1
84.0
82.8
81.2
80.4
79.2
79.0
78.8
78.3
75, 7
73.6
73.4
72.5
70.2
69.7
67.0
62.8

100.0 
95.4 

Source: U.S. Bureau of the Census 1 Governmental Finances in 1970-1971, SeriesGF71. No. 5 (Washington: Government Printing Office, 1972), p. 45,



·43-

TABLE 2.9.--PER CAPITA AMOUNTS OF STATE AND LOCAL TAXES. FISCAL YEAR 1970-71 

Percent of 

� State Per Capita Taxes U.S. Average 

1 New York $ 688.60 149.5 
2 Hawaii 613.69 133.3 
3 California 603.22 131.0 
4 District of Columbia 585.97 127.3 
5 Nevada 579.30 125.8 
6 Massachusetts 548.54 119.l 
7 Wisconsin 534.90 116.1 
8 Connecticut 533.19 115.6 
9 Illinois 513.48 111.5 

10 Maryland 508 .17 110.4 
11 Delaware 499.49 108.5 
12 New Jersey 498.55 108.3 
13 Minnesota 497.70 108.1 
14 Vermont 495.10 107.5 
15 Michigan 491.33 106.7 
16 Washington 486.90 105.7 
17 Wyoming 482.83 104.9 
18 Alaska 466.37 101.3 
19. Rhode Island 465.96 101.2 
20 Arizona 462.46 100.4 
21 Iowa 450.76 97.9 

22 Colorado 447.48 97.2 

23 Pennsylvania 444.37 96.5 
24 South Dakota 435.32 94.5 
25 Nebraska 431. 71 93.8 

26 Montana 422. 71 91.8 
27 North Dakota 419.58 91.1 
28 Kansas 416.34 90.4 
29 Oregon 416.13 90.4 
30 Maine 411.07 89.3 
31 Indiana 401.70 87.2 
32 Idaho 398.79 86.6 
33 New Mexico 391.17 85.0 
34 Utah 387.50 84.2 
35 Louisiana 379.38 82.4 
36 New Hampshire 375.20 81.5 
37 Florida 

/ 
374.63 81.4 

38 VIRGINIA 372. 29 80.9 
39 Ohio 363.87 ·79.0
40 Missouri 360.61 78.3
41 Texas 342.66 74.4
42 North Carolina 336.27 73.0
43 West Virginia 333.96 72.5
44 Georgia 332.04 72.1
45 Oklahoma 322.99 70.1
46 Kentucky 316.30 68.7
47 Mississippi 315.18 68.4
48 Tennessee 301.94 65.6
49 South Carolina 297 .53 64.6
50 Alabama 275. 72 59.9
51 Arkansas 268.98 58.4

Exhibit: 
U.S. Average $460.47 100.0 
Median State 422. 71 91.8 

Source: U.S. Bureau of the Census, Governmental Finances in 1970-1971, Series
GF71, No. 5 (Washington: Government Printing Office, 1972), p. 45. 
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ranked thirty-eight. Compared with neighboring states, Virginia's per capita 

taxes were higher than in North Carolina, Kentucky, West Virginia, and Tennessee. 

Revenue Per $1,000 of Personal Income 

'l'he above comparisons have used per capita amounts and do not take into 

account fiscal capacity to pay. A popular device for relating revenues to 

capacity is to compute revenues per $1,000 of personal income. Such a measure 

adjusts for the fact that Virginia's per capita income is about 8 percent below 

the national average. 

Revenues from its own sources were 88.l percent of the national average in 

1970-71, and the state ranked forty-fifth (see Table 2.10). Using this measure 

all neighboring states except the District of Columbia made a greater revenue 

raising effort than Virginia. 

A similar measure using taxes rather than all revenues shows a slightly 

different picture. As shown in Table 2.11, Virginia's tax load of $104.29 per 

$1,000 of personal income was 87.7 percent of the national average and placed it 

forty-first in rank. Among neighboring states, Virginia's effort exceeded that 

Qf Tennessee only. 

In rather widely publicized work for the Southern Regional Education Board, 

Kenneth E. Quindry uses taxes per $1,000 of personal income as a basis for develop

ing estimates of state and local net unutilized revenue potential. This figure 

is derived by multiplying the "average rate" per $1,000 of personal income for 

each of fourteen tax sources by the state's personal income. The actual collections 

are subtracted from the hypothetical yields for each tax to give collections above 

or below average for each source. These amounts are then summed to show the net 

unutilized potential, a figure.estimated by Quindry to be $329,690,000 in 1970-71 

for Virginia • .!./ 

1/ Kenneth E. Quindry, State and Local Revenue Potential 1971, (Atlanta: Southern 
Regional Education Board, 1972), p. 88. 
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TABLE 2.10.--STATE AND LOCAL GENERAL REVENUE FROM OWN SOURCES 
PER $1,000 OF PERSONAL INCOME, FISCAL YEAR 1970-71 

Percent of 

State Amount U.S. Average 

Alaska 235.36 1S8.3 

Wyoming 203.64 137.0 
North Dakota 198.97 133.8 
South Dakota 180.60 121.5 
New Mexico 179.40 120.7 
Wisconsin 178. 71 120.2 
Vermont 176.50 118.7 
Hawaii 175.82 118.3 
Nevada 174.81 117.6 
New York 173.21 116.5 
Minnesota 172.00 115. 7
Louisiana 171.69 115.5
Mississippi 170.08 114.4
Arizona 168.96 113.6
California 168.34 113.2
Washington 163.63 110.1
Utah 162.09 109.0
Idaho 161.86 108.9
Montana 160.92 108.2
Delaware 159.76 107.5
Iowa 158.18 106.4
Colorado 157.65 106.0
Nebraska 155.91 104.9
Michigan 154.84 104.2
Oregon 152.41 102.5
Maine 149.95 100.9
Maryland 148.85 100.1
Massachusetts 145.15 97.6 
Alabama 142.97 96.2 
Kansas 141.03 95.9 
Kentucky 140.07 94.2 
Florida 140.05 94.2 
Rhode Island 140.04 94.2 
Oklahoma 139.90 94.1 
West Virginia 139.02 93.S

Georgia 138.55 93.2 
Indiana 138.48 93.1 
Pennsylvania 134. 71 90.6 
Illinois 134.58 90.5 
North Carolina 133.64 89.9 
South Carolina 133.18 89.6 
New Hampshire 132.71 89.3 
Tennessee 132.03 88.8 
Texas 

/ 
131.04 88.1 

VIRGINIA 131.04 88.1 
Arkansas 130. 75 87.9 
New Jersey 130.15 87.5 
Connecticut 128.76 86.6 
District of Columbia 126.04 84 .• 8 
Missouri 123.49 83.1 
Ohio 121.25 81.6 

United States Average 148.67 100.0 
Median State 149.95 100.9 
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TABLE 2.11--STATE AND LOCAL TAXF..S PER $1,000 OF PERSONAL INCOME 

FISCAL YEAR 1970-71 

� State Amount 

1 Vermont $146.77 
2 Wisconsin 146.42 
3 New York 145.38 
4 North Dakota 141.90 
5 Hawaii 140.55 
6 Wyoming 139.00 
7 South Dakota 138.36 
8 California 137.33 
9 Arizona 133.23 

10 Minnesota 132.48 
11 Nevada 129.55 
12 Maine 127.45 
13 Montana 127.40 
14 Massachusetts 127 .09 
15 New Mexico 126.50 
16 Idaho 126.37 
17 Louisiana 125.47 
18 Utah 124.66 
19 Iowa 123.39 
20 Mississippi 122.96 
21 Washington 122.83 
22 Michigan 122.37 
23 Maryland 121.07 
2"4 Colorado 120.64 
25 Rhode Island 120.53 
26 Nebraska 117 .19 
27 Delaware 116.96 
28 Oregon 115.47 
29 Illinois 114.67 
30 Pennsylvania 113.94 
31 West Virginia 111.25 
32 Connecticut 111.10 
33 New Jersey 110.00 
34 Kansas 109.34 
35 Indiana 107.65 
36 New Hampshire 107.48 
37 District of Columbia 106.76 
38 · North Carolina 105.96 
39 Florida 105.77 
40 Kentucky

�
104.85 

41 VIRGINIA 104.29 
42 Alaska 104.26 
43 Sot:th Ca::ci:ina 102.63 
44 Georgia 100.92 
45 Tennessee 99.33 
46 Oklahoma 99.31 
47 Texas 98.98 
48 Missouri 98.70 
49 Alabama 97.56 
50 Arkansas 97.26 
51 Ohio 92.53 

Exhibit: 
u. s. Average 118.87 
Median State 117.19 

Source: U. S. Bureau of the Census, Governmental Finances 
'.\;ashington: Government Printing Office, 1972), p. 50. 

in 1970-71, 

Percent of 
U. S. Average 

123.5 
123.2 
122.3 
119.4 
118.2 
116.9 
116.4 
115. 5

112.1 
111.4 
109.0 
107 .2 
107.2 
106.9 
106.4 
106.3 
105.6 
104.9 
103.8 
103.4 
103.3 
102.9 
101.9 
101.5 
101.4 
98.6 
98.4 
97.1 
96.5 
95.8 
93.6 
93.5 
92.5 
92.0 
90.6 
90.4 
89.8 
89.l
89.0
88.2
87.7
87.7
86.3
84.9
83.6
83.5
83.3
83.0

82.1 
81.8 
77 .8 

' 100.0 
98.6 

6F71, No. 5
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Another way to derive an overall estimate of revenue potential is to take 

the difference between Virginia and national averages for all taxes per dollar 

of personal income and then to multiply this figure by Virginia personal income. 

($.11887-$.10429) ($16,986,000,000) = $247,656,000. 

this figure is $82 million lower than Quindry's. Most of the difference 

is attributable to his concept· of the "average rate" for each tax source, which 

is defined as average collections per $1,000 �f personal income for all states 

using the tax source. Several sources such as the real property tax are used 

in all states so that a weighted national average for states using the tax is 

the same as a 50-state weighted average. But for other sources, such as the 

individual income tax which was used in only 43 states in 1970-71, the weighted 

average for states with the tax is much higher than a SO-state weighted average. 

For example, using Quindry's data, the 43 state weighted average for states 

with the individual income tax was $16.891 per $1,000 of personal income, but 

based on 50 states and the District of Columbia,the average was $13.852.1/ 

By using the 43 state average Quindry shows that Virginia collected $2,190,000 

above the yield collectible at the "average rate •• �/ Substitution of the average 

of the 50 states and D. C. raises the comparable figure to $25,488,000. 

the Advisory Cormnission on Intergovernmental Relations (ACIR) has also 

developed data showing additional revenue Virginia might raise if it exerted 

an "average effort." For each major tax source ACIR calculated the state's 

tax base and then multiplied the base by the weighted national average ratio 

9f tax receipts to tax base. Using 1968-69 data, ACIR estimated Virginia's tax 

3/ capacity to be $i3 million greater than its tax revenues.- If this same relation-

ship held in 1970-71 Virginia's potential additional tax revenue if average rates 

were applied would have been $78,688,000. 

J/ Ibid., pp., 21, 42-43. The 50-state average was computed from data in 
the report. 

:j �-. p. 81. 

1./ Advisory Conmission on Intergovernmental Relations, Measuring the Fiscal 
Capacity and Effort of State and Local Areas, M-58 (Washington: Government Print
ing Office, 1971), p. 209. 
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This figure is considerably lower than Quindry's $329 million, and also 

lower than the $247 million estimated above. These differences underline the 

observation that any method used to estimate overall tax effort and to calculate 

unused tax potential is most useful as a guide to further inquiry rather than 

as a definitive blueprint for policy. Measurements based solely on personal 

income or population fail to take account of income distribution; composition of 

personal income (e.g., much of military personal income is not taxable in Virginia); 

differences in industrial composition, value of property, and natural resources; 

and trade-offs between tax and nontax sources of revenue (e.g., alcoholic beverages 

can be taxed and/or provide nontax revenues from state controlled monopolies). 

Measurements which rely on estimates of tax bases are preferable to simplistic

methods but are very sensitive to the manner in which estimates are constructed. 

Although the Quindry and ACIR estimates of unutilized potential differ, an 

interesting conclusion of both studies is that the major unutilized tax sources 

1/in Virginia are the real property �ax and the general sales tax.-

Intergovernmental Relationships 

State and local government finances cannot be analyzed in a vacuum. In 

our nation, we have three broad levels of govern:nent--federal, state, and local-

and what happens on one level is bound to have an impact on the others. 

Chart 2.3 shows the sources of general revenue for the state gover:unent 

and for all local governments in fiscal year 1970-71. First, consider the state 

government. Almost three-fourths of its revenue is raised from its own sources-

state imposed taxes, institutional charges, and miscella�eous fees and receipts. 

Nearly all of the remaining funds come from the federal government. 

The local governments present a different picture. Their own sources provide 

!/ Quindry, State Local Revenue Potential, 1971, p. 81; ACIR, Measuring the 
Fiscal Capacity and Effort, p. 79. 



STATE GOVERNMENT 

LOCAL GOVT. ----
1.1 % ____ ,,..,, 

State Govt. 
$mil. 

CHART2.3 

MAJOR SOURCES OF REVENUE OF THE 

STATE AND LOCAL GOVERNMENTS IN VIRGINIA 

1970-71 
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Local Govt. 
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1745.5---------- Total general revenue 1508.4 
1294.9 Own sources 910.1 
1040.6 Taxes -----------------714.4 

254.3 Charges and miscellaneous 195.7 
450.7 Intergovernmental transfers 598.2 
432.0 Federal government 88.6 

State Government 509.6 
18.7 Local Government 

rilote: Details may not add to totals due 

to rounding. 
Source: U.S. Bureau of the Census, Governmental 

Finances in 1970-71, GF 71, No. 5 
(Washington: Government Printing Office, 1972). 
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60.3 percent of general revenue, which is lower than the case for the state 

government. l'he federal government is a relatively small source of direct aid, 

accounting for only 5.9 percent of total revenue. The outstanding character

istic of local finances is their heavy dependence on state government transfers, 

either in the form of shared revenues or cash transfers. In 1970-71, 33.8 percent 

of local government general revenue came from the state government. The new 

general revenue sharing law discussed in Chapter III will increase �he federally 

supplied share of local revenues provided there is not an equal reduction of 

federal grants in aid. 

Most of the state aid--slightly under 70 percent in fiscal year 1970-71 is. 

spent for one function, education. The remainder is primarily devoted to public 

welfare, highways, and general local government support. 

The above analysis is limited to cash flows; it does not cover performance 

of services which can relieve a level of government from financial burdens it 

would otherwise bear. For example, the State Department of Health now provides 

local health services to many localities which formerly paid for such services 

out of their own resources. 

To provide some perspective on the scope of state government assistance 

to localities, we can focus on three major governmental functions--education, 

highways, and welfare--which represent two-thirds of all state and local 

g9vernment direct general expenditures (see Table 2.12). 

Education, the largest single category of state-local expenditures, is 

composed of amounts spent for higher education and for elementary and secondary 

education. Higher education is primarily a state government function and 

absorbs the bulk of state direct outlaysl:/ for education. Elementary and 

secondary education is a combined function of local governments and the state. 

In 1970-71 transfers from the state provided 45.5 percent of the funding of 

focal public schools. 

J,/ The terms "direct outlays" and "direct expenditures" refer to all payments 
other than intergovernmental payments. 



Ul Functions 

Education 

Highways 

Welfare 

TABLE 2.12.--CASH TRANSFERS TO LOCAL GOVERNMENTS IN VIRGINIA, FISCAL YEAR 1970-71 
(Millions of Dollars) 

State 
a/

Cash Transfers- Federal 
Total Local % of Local 

Government Direct Expenditure 
General Ex2enditure Amount for Function Amount 

$1,629.3 $571.6'p_/ 35.1 $80.8 

873.4 397.3 45.5 n.a.

63.0 19.5 31.0 n.a.

137.4 95.9 69.8 n.a.

n. a. - not available

Cash Transfers 
% of Local 
Expenditure 
for Function 

5.0 

n.a.

n.a.

n.a.

�/ Includes federal funds transferred to the state government and then transferred to local governments.

�/ Differs from $509.6 million shown in Chart 2.3 due to differences in the end month of fiscal years of
local governments, sampling problems, and accounting differences. Source: letter dated October 7, 1969 from 
Sherman Landau, Acting Chief, Governments Division, Bureau of the Census. 

�ources: u.s. Bureau of the Census, Governmental Finances in 1970-71, GF71, No. 5 (Washington: 
Government Printing Office, 1972), p. 38; U.S. Bureau of the Census, State Government Finances in 19Jl, GF71, 
No. 3 (Washington: Government Printing Office, 1972), p. 38. 
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Highways are primarily a state function. Of total direct expenditure 

1/ in 1970-71, 85 percent was borne by the state government.- In addition, the 

state transferred funds to localities which perform their own construction 

and maintenance. Municipalities of 3,500 or more population receive annual 

payments of $2,500 per lane mile for maintenance of urban extensions of primar} 

routes. For streets not a part of the primary system but meeting certain 

engineering standards, they receive $1,500 per lane mile. l'he state 

also pays 85 percent of the municipalities' new construction costs. Of the 

total amount spent by localities on streets and highways in 1970-71, state aid 

covered 31 percent of the cost. 

Most direct expenditures for welfare are made by local governments, but 

the majority of the funding of local outlays is from the state government. 

In 1970-71, almost 70 percent of local expenditures·were financed directly by 

the state government or in its capacity as an agent for federal funds. 

The trend of Virginia's intergovernmental fiscal relationships from 1958-59 

to 1970-71 is shown in Table 2.13 which breaks down the sources of revenue by 

the originating level of government before cash transfers among governments and 

then shows the level of government which is the final recipient after inter� 

governmental transfers. Financing of welfare payments provides an example of 

:1ow the table is organized. Certain amounts used for welfare payments are 

>riginally collected by the federal government, transferred to the state govern-

1ent, and then transferred once again by the state government to local government

:n this case, the originating level of government is the federal government, 

bile the final recipient level is the local government. 

What has happened during recent years is clear. The federal government 

1as become an increasingly more important source of revenue for the state and 

.ocal governments. In 1958-59, it provided 13.5 percent of the state and local 

l/ The terms "direct outlays" and "direct expenditures" refer to all pay
nts other than intergovernmental payments. 



Fiscal Year 

1958-59 
1959-60 
1960-61 
1961-62 

1962-63 
1963-64 
1964-65 
1965-66 

1966-67 
1967-68 
1968-69 
1969-70. 
1970-71 
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TABLE 2.13.··-0RIGIH AND ALLOCATION BY LEVEL OF GOVERmffiNT 

OF GENERAL REVENUE OF STATE AND LOCAL GOVEIU&filNTS IN VIRGINIA, 
FISCAL YEARS 1958-59. TO 1970-71 

Percent Distribution _ 
By Originating Lf:11f:l of Govern- By Final R�cipienr. Level 
ment (prior to State-Lor.al and of Government (Aftet' 

Lr..cal-State Tt'ansfers State-Local and Local-

100.0 
100,0 
100.0 
100.0 

100.0 
100.0 
100.0 
100.0 

100.0 
100.0 
100.0 
100.0 
100.0 

Federal State Local 

13.5 
15.8 
14.1 
16.3 

16.4 
17.6 
20.2 
19.2 

18. l
17.3
16.6
17.0
19.1

44.6 
44.4 
48.0 
46.7 

47.0 
45.5 
44.0 
44.0 

46.7 
47.7 
51.3 
49.4 
47.5 

39.9 
39.7 
37.9 
37.0 

36.6 
36.9 
35.8 
36.8 

35.0 
34.8 
31.9 
33.4 
33.3 

State Transfers 

100.8 
100.0 
100.0 
100.0 

100.0 
100.0 
100.0 
100.0 

100.0 
100.0 
100.0 
100.0 
100.0 

40.5 
40.4 
42.0 
43.l

44.1 
44.1 
45.0 
44.2 

43.8 
44.l
47.7
45.4
45.3

59.5 
59.6 
58.0 
56.9 

55.9 
55.9 
55.0 
55.8 

56.l.
55.8
52.2
54.5
54.6

-------------------------------------

Sourcf:: U.S. Bureau of the Census, Governmental Finances in 19--, selected
editions (Washington: Government Printing Office). 

government revenues in Virginia. In 1970-71, it provided 19.1 percent. Most 

of the money receiveo from the federal govermnent goes to the state government. 

In 1970-71 the state's share amounted tG 83 percent •. !/ A portion of the federal 

funds r�ceived at the state level is later transferred to local governments. 

Because che money is pooled with funds from state sources, there is some 

difficulty in estimating the exact percentage of federal funds transferred by 

the state government to the localities, but it is in the neighborhood of one

fourth. The state government's share of total revenues has risen slightly while 

the local share has dropped (from 39.9 percent in 1958-59 to 33.3 percent in 

1970-71). 

The breakdown by final recipient level shows that the local govertllllenta 

a�ccunt for the majority of general revenues (54.6 percent in 1970-71), but 

their share is lower than what it was a decade ago--an indication that even 

though the state government is transferring large amounts to local gove1-nments, 

its own direct expenditures are growing faster. 

Jj Derived from Chart 2.3, p. 49, 
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Cou�ty and Cit.x__!_��al Capacity and Effort 

Interstate comparisons of state and local finances provide an 

incomplete picture of fiscal relationships because they do not tell us 

anything about intrastate variations in local finances. Comparisons 

am�g localities within the state are hampered by the absence of timely 

and complete information. There are no comprehensive reports on the 

finances of incorporated towns, and the State Auditor's reports on 

counties and cities have a three-year lag, are not comparable, and lack 

many types of needed information. 

Notwithstanding these problems, there is still a need for intra 

state comparisons. The following analysis addresses this need despite 

the limited data available. 

Local Fiscal Capacity 

Local fiscal capacity is a measure of the ability of a local 

government to obtain resources for public purposes. The economic well

being of the residents of a community only partially determines the 

financial capability of their local government since business a.c.tivity 

also has an effect. For example, a locality with the property tax base 

provided by a big power generating plant may have a fiscal c.apac.ity 

quite large relative to the incomes and property values of the resident 

population. 

Table 2.14 shows three measures of fiscal capacity. Two, of them, 

true value of real estate per capita and per.sonal income per capita, 

are traditional measures with certain limitations that are e:xplafoed 
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TABLE 2.14-- SELECTED MEASURES OF LOCAL FISCAL CAPACITY 

Amount Relative to 

Personal Computed 
True Value Income, Revenue True Value 
of Real 1969; Capacity of Real 
Estate Per Population Per·Capita, Estate Per 
ca2ita, 1970 1970 1970 ca2ita, 1970 

State $ 7 ,616!./ $ 3,102 $152.96 100 

Counties 

Accomack 5,921 1,944 114.06 78 
Albemarle 10,315 3,042 171. 98 135 
Alleghany 6,107 2,294 114.91 80 
Amelia 7,152 1,842 120.28 94 
Amherst 4,788 2,141 100.56 63 

Appomattox 7,660 2,248 136. 34 100 
Arlington 12,851 5,452 250.82 168 
Augusta 6,872 2,493 133.51 90 
Bath 8,501 2,052 151. 88 112 
Bedford 6,990 2,317 122.03 92 

Bland 4,555 1,847 92.04 60 
Botetourt 7,351 2,482 134.64 96 
Brunswick 5,746 1,801 107.22 75 
Buchanan 6,900 l, 714 116. 72 90 
Buckingham 9,355 1,707 139.58 123 

Campbell 5,685 2,634 123.21 75 
Caroline 8,152 1,978 131.62 107 
Carroll 4,316 2,005 94.50 57 
Charles City 6,093 1,621 99.12 80 
Charlotte 6,590 1,899 117.40 86 

Chesterfield 9,906 3,266 180.08 130 
Clarke 10,468 3,080 179.57 137 
Craig 6,000 2,016 111.00 79 
Culpeper 10,190 2,304 167.63 134 
Cumberland 7,266 1,677 117.97 95 

Dickenson 6,821 1,527 110.00 90 
Dinwiddie 3,612 1,988 81.02 47 
Essex 9,U5 2,050 160.93 127 
Fairfax 10,673 4,521 206.54 140 
Fauquier 13,292 2,756 204.62 174 

Floyd 4,800 2,221 102.83 63 
Fluvanna 13,129 2,030 183.15 172 
Franklin 5,721 2,223 117.91 75 
Frederick 7,075 2,548 140.90 93 
Giles 8,148 2,278 142.65 107 

Gloucester 9,059 2,259 150.56 119 
Gcochland 11,032 2,268 165.80 145 
Grayson 4,464 1,914 91.02 S9 
Greene 5,716 1,892 104.18 75 
Greensville 6,351 1,546 109.19 83 

Halifax 5,304 1,818 100.33 70 
Hanover 8,455 2,931 155.84 111 
Henrico 7,629 3,713 170.79 100 
Henry 5,058 2,468 114.44 66 
Highland 9,401 1,889 144.99 123 

Isle of Wight 8,308 2,075 138.69 109 
James City 5,993 2,422 115.17 79 
King & Queen 9,243 2,058 144,02 121 
King George 7,681 2,964 142.19 101 
King William 18,140 2,401 186.25 238 

State Averase x 100 
Personal Computed 
Income, Revenue 
1969 f Capacity 
Population Per Capita, 
1970 1970 

100 100 

64 74 

101 112 
76 75 
61 79 
71 66 

75 89 
181 164 

83 87 
68 99 
77 80 

61 60 
82 88 
60 70 
57 76 
57 91 

87 80 
66 86 
66 62 
54 65 
63 77 

108 118 
102 117 

67 72 
76 110 
56 77 

51 72 

66 53 
68 105 

150 135 
92 134 

74 67 
67 120 
74 77 
84 92 
76 93 

75 98 
75 108 
64 60 
63 68 
51 71 

60 66 
97 102 

123 112 
82 75 
63 95 

69 91 
80 75 
68 94 
98 93 
80 122 



Lancaster 
Lee 
Loudoun 
Louisa 
Lunenburg 

Madison 
Mathews 
Mecklenburg 
Middlesex 
Montgomery 

lielson 
New Kent 
Northampton 
Northumberland 
Nottoway 

Orange 
Page 
Patrick 
Pittsylvania 
Powhatan 

Prince Edward 
Prince George 
Prince Willi-
Pulaski 

RappahaMock 

Richmond 
Roanoke 
Rockbridge 
Rockingham 
Russell 

Scott 
Shenandoah 
Smyth 
Southampton 
Spotsylvania 

Stafford 
Surry 
Sussex 
Tazewell 
Warren 

Washington 
Westmoreland 
Wise 
Wythe 
York 

£ill.!! 

Alexandria 
Bedford 
Bristol 
Buena Vista 
Charlottesville 

TABL£ 2.14.--SELECTED MEASURES OF LOCAL FISCAL C:APll<"J'l'Y (CrmU nu ... rl) 

Amount 
Personal Computed 

True Value Income, Revenue 
of Real 1969 -c capacity 
Estate Per Population Per Capita, 
CaJ:!ita, 1970 1970 1970 

$10,416 $ 2,293 $172.37 
4,194 1,480 83.70 

16,109 3,070 240.43 
8,417 1,965 136.41 
6,028 1,893 110. 77 

9,519 2,016 149.05 
8,880 2,953 160.97 
5,424 2,014 111. 07 
8,809 2,106 148.66 
4,792 2,604 113.16 

6,721 1,784 112.73 
10,502 2,169 162.67 

6,157 1,698 106.87 
9,320 2,275 151. 67 
5,414 2,104 112.93 

12,442 2,348 190.12 
6,717 2,187 127.62 
5,954 2,101 113. 33 
5,652 1,963 105.23 
8,001 2,461 136.37 

6,088 2,225 124.93 
2,923 2,563 82.83 
8,319 3,006 155.46 
4.-549 2,589 lll,§3 

13,018 1,980 180.68 

9,268 1,927 156.93 
7,361 3,247 152.18 
7,238 2,206 128.64 
6,553 2,386 126.69 
7,937 1,805 128.47 

4,435 1,847 92.50 
8,083 2,293 145. 97 
4,746 2,132 105.50 
7,616 1,862 122.73 
8,682 2,369 145.94 

7,324 2,631 132.76 
19,889 1,872 248.04 

6,864 1,938 120. 71 
4,252 2,187 103.22 
9,520 2,689 171.18 

5,217 2,066 107.67 
11,291 1,979 149.34 

3,879 1,828 90.85 
5,108 2,125 111.14 
9,257 2,963 141. 76 

10,669 4,631 224.70 
6,521 2,886 136.22 
5,492 2,376 132.58 
5,452 2,310 115.00 
8,234 3,190 179.66 

Relative to 

True Value 
of Real 
Estate Per 
Cal;!ita, 1970 

137 
55 

210 
110 

79 

125 
116 

71 
116 

63 

88 
138 

81 
122 

71 

163 
88 
78 
74 

105 

80 
38 

109 
fi!I 

171 

122 
97 
95 
86 

104 

58 
106 

62 
100 
114 

96 
261 

90 
56 

125 

68 
148 

51 
67 

121 

140 
86 
72 
72 

108 

f,t.a tc Avera�e x 100 
Personal Computed 
Income, Revenue 
1969 T Capacity 
Population Per Capita, 
1970 1970 

76 113 
49 53 

102 157 
65 89 
63 72 

67 97 
98 105 
67 73 
70 97 
86 74 

59 74 
72 106 
56 70 
76 99 
70 74 

78 124 
73 83 
70 74 
65 69 
82 89 

74 82 
85 54 

100 102 
8� 73 
66 118 

64 102 
108 99 

73 84 
79 83 
60 84 

61 60 
76 95 
71 69 
62 80 
79 95 

87 87 
62 162 
64 79 
73 67 
89 112 

68 70 
66 98 
61 59 
71 73 
98 93 

15•1 147 
% 89 
79 87 
77 75 

106 117 
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TABLE 2.14.-- SELECTED MEASURES OF LOCAL FISCAL CAPACITY (Continued) 

Amount 
Persona! 

True Value Income, 

of Real 1969 � 
Estate Per i���lation, CaJ;?ita, 1970 

Chesapeake $ 7,109 $ 2,593 
Clifton Forge S,648 2,617 
Colonial Heights 6,172 3,397 
Covington 6,468 2,557 
Danville 5,334 2,796 

Emporia 5,690 2,468 
Fairfax 10,688 4,182 
Falls Church 13,696 5,108 
Franklin 5,736 3,112 
Fredericksburg 8,127 3,140 

Galax 6,706 2,720 
Hampton 5,451 3,002 
Harrisonburg 7,204 2,742 
Hopewell 6,280 2,883 
Lexington 5,354 2,581 

Lynchburg 6,590 3,045 
Martinsville 7,669 2,927 
Nansemond 5,999 2,209 
Newport News 6,655 3,034 
Norfolk 5,284 2,797 

Norton 5,409 2,462 
Petersburg 6,890 2,544 
Portsmouth 4,400 2,636 
Radford 5,292 2,529 
Richmond 7,366 3,168 

Roanoke 6,210 2,935 
Salem 7,067 2,951 
South Boston 5,937 2,623 
Staunton 5,955 2,888 
Suffolk 7,719 2,612 

Virginia Beach 8,897!/ 3,098 
Waynesboro 7,977 3,170 
Williamsburg ll,601 3,066 
Winchester 12,329 2,954 

Relative 
Computed 
Revenue True Value 
Capacity of Real 
Per Capita, Estate Per 
1970 Ca2ita. 1970 

$133.24 93 
129.04 74 
143.4S Bl 
140.98 85 

135.77 70 

136.55 75 
231.23 140 
328.61 180 
138.86 75 
193.48 107 

164.65 88 

129.20 72 
171.16 94 
137.43 82 
126.15 70 

159.75 86 
165.98 101 
111. 93 79 
140.70 87 
125.94 69 

134.04 71 
148.66 90 
111.10 58 
122.75 69 
162.62 97 

155.58 82 
156.71 93 
140.66 78 
140.08 78 
164. 78 101 

163.41 117 
171.02 105 
245.10 152 
222.96 162 

to State Average x 100 
Personal Computed 

· Income, Revenue 

1969 f Capacity 
Population, Per Capita, 
1970 1970 

86 87 
87 84 

113 94 

85 92 
93 89 

82 89 

139 151 
167 215 
103 91 
104 126 

90 108 
100 84 

91 112 
96 90 
86 82 

101 104 
97 108 
73 73 

101 92 
93 82 

82 88 
84 97 
88 73 
84 80 

105 106 

97 102 
98 102 
87 92 
96 92 
87 108 

103 107 
105 112 
102 160 

98 146 

�/ The figure used for state true value was $35,401,464,000. No adjustment was made in the state total 
for a revision in Virginia Beach's assessment ratio which lowered its assessed value by $243,578,000. 
However, the figure for Virginia Beach was adjusted. 

Source: Department of Taxation, "Estimated True (Full) Value of Locally Taxed Property in the Several 
Counties and Cities of Virginia--1970 (Real Estate and Public Service Corporation,• n.d.; Department of 
Taxation, "Real Estate Assessment Ratios and Average Effective True Tax Rates in Virginia Counties and Cities--
1968 and 1970, Errata Sheet" (April 19, 1973); u. s. Bureau of the Census, Census of Po2ulation, 1970 General 
Social and Economic Characteristics, Final RePort PC(l)-C48 Virginia (Washington, Government Printing Office, 
l97Zl, pp. 203, Z04, zzs, 460-71; listing of motor vehicle registrations, March 15-June 30, 1970 supplied bf 
the Division of Motor Vehicles, April 13, 1972; Re29rt of the De2artment of Taxation, Fiscal Year Ending 
June 30, 1970 (Richmond, 1970), p. 20. 
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below. As an alternative, computed revenue capacity per capita, is also 

shown. 

Standardizing by resident population is a common method of making 

data for different sized localities comparable, and it has been used for 

the capacity measures. However, the population used in the denominator 

may not always be representative of the population receiving a full rang1 

of governmental services. Most affected by such considerations are 

localities with military bases and colleges. 

True Value of Real Estate Per Capita 

This measure recogr..izes that real estate· is the most important 

source of local revenues, accounting for 50 percent statewide. However, 

caution should be exercised in using real estate as the sole measure of 

capacity since it does not represent all locally raised revenues, and in 

many cases, it is not a good predictor of other revenue bases. Further

more, the relative importance of real estate taxes varies, ranging from 

29 percent in Franklin City to 82 percent in Fluvanna. !/ As a rule, the 

real property tax tends to be relatively more important as a revenue 

source in rural areas since they lack the variety of sources and 

commercial revenue bases available in urban areas. 

The state weighted average true value of real estate per capita 

was $7,616 in 1970. The median was $6,945 and the range 7 to 1, with 

l�ohn L. Knapp, Measuring Fiscal Capacity to Finance Public 
Education in Virginia (Tayloe Murphy Institute, University of Virginia, 
1973), pp. 8, 35-40. 
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the high represented by Surry, the location of a large nuclear generating 

plant, and the low by Prince George, a military area with much nontaxable 

property. 

Personal Income Per Capita 

Although Virginia counties and cities are prohibited from taxing 

income directly, it can be used as a general measure of ability to pay 

other taxes and nontax charges. A limitation of this approach is that 

sole reliance on income as a measure of capacity understates tax bases 

not locally owned. The existence of a large public service corporation 

would not be reflected by an income measure despite the fact that it would 

represent a major tax base. 

The statewide weighted average was $3,012 and the median was 

$2,332. The range was 4 to 1 with the high represented by Arlington 

and the low represented by Lee. 

Computed Revenue Capacity Per Capita 

This method is based on the ACIR "average effort" approach which 

was explained in the section on interstate comparisons. Each major tax 

base in a locality was multiplied by the statewide average effort. The 

true value of real estate was multiplied by $.0101, and personal income, 

a proxy for nonproperty and nonsales taxes and other revenues was multiplied 

by $.0161. The number of motor vehicles was multiplied by $26.43 as a

proxy for personal property taxes. The resulting products were added to 

local option sales tax collections to obtain computed revenue which was 

then standardized by dividing by population. 
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This method gives a more balanced picture of local fiscal capacity 

than a single measure such as true value of real estate or personal 

income. The state weighted average was $152.96 per capita and the median 

was $136.39. The range from highest to lowest locality was 4 to 1 with 

Falls Church the highest area and Dinwiddie the lowest. 

Local Fiscal Effort 

Effort measures are obtained by relating revenues raised from 

own sources to fiscal capacity. A measure of fiscal effort gauges how 

much of capacity is being used. 

Four measures of local fiscal effort are shown in Table 2.15. three 

of the measures relate revenues from own sources (excluding state and 

federal aid) to the capacity measures already developed. The true tax 

rate on real estate is included as a fourth measure. 

The figures for revenues from own sources exclude incorporated 

towns since they are not reported by the State Auditor. Inclusion of 

the towns would have increased total county revenues from own sources 

by about 5 percent. !/ The impact for counties containing incorporated 

towns would have been relatively larger. 

!county revenues from own sources in 1969-70 were $355 million and 
the increase from including incorporated towns would.have been about $20 
million. This was estimated from the 1967 Census of Governments by adding 
1967 revenues from own sources for Pulaski and Vienna to the sum of such 
revenues for all municipalities under 5,000 population in 1960 and to the 
product of the population of incorporated towns with 1970 population 
between 5,000 and 9,999 and average per capita revenues of municipalities 
with a 1960 population in the 2,500 to 4,999 size class. The resulting· 
figure was increased by 30 percent to allow for 1967-70 growth. 

Source: U.S. Bureau of the Census, Census of Governments, 1967, Vol. 7: 
State Reports, No. 46: Virginia (Washington: U.S. Government Printing 
Office, 1970), pp. 33, 68, 69. 



film 
Counties 

Accomack 
Albemarle 
Alleghany 
Amelia 
Amherst 

Appomattox 
Arlington 
Augusta 
Bath 
Bedford 

Bland 
Botetourt 
Brunswick 
Buchanan 
Buckingham 

Campbell 
Caroline 
Carroll 
Charles City 
Charlotte 

Chesterfield 
Clarke 
Craig 
Culpeper 
Cumberland 

Dickenson 
Dinwiddie 
Essex 
Fairfax 
Fauquier 

Floyd 
Fluvanna 
Franklin 
Frederick 
Gtle1 

TABLE 2.15.••SELECfED MEASURES OF LOCAL FISCAL EFFORT 

Amount 
Average 

1969-70 Revenues frgm Qwn Sour!,!! Effective 
Per $100 Per $100 of Per True Tax 
True Value Personal Capita Rate per $100 on 
of Real lncome 1970 Real Estate 
Estate, 1970 19§1! 197'1 

s2.01!1 $ 5.07 $152 ,96 $1.10 

1.10 3.35 114.06 0.59 
1.37 4.62 171.98 .78 
1.29 3.44 114.91 .90 

.81 3.13 120 .28 .46 

.93 2.06 100.56 .45 

.91 3.09 136.34 .53 
1.93 4.56 250.82 1.71 
1.49 4.13 133.Sl .67 
1.27 5.25 151.88 .76 
1.29 4.12 122.03 .55 

1.03 2 .53 92.04 .47 
1.05 3.10 134.64 .67 
1.13 3.61 107.22 .65 

1.00 4.04 116.72 .56 

.61 3.34 139.58 .32 

1.16 2.51 123 .21 .67 
.73 2.99 131.62 .57 

1.08 2.32 94.50 .58 

.98 3.67 99,12 .63 

.83 2.87 117 .40 .50 

2 .27-!V 6.89.!V 180.oe.!V .91 

1.00 3.40 179.57 .74 
1.04 3.08 111.00 .62 

.93 4.10 167.63 .57 

.95 4.12 117 .97 .46 

1.30 5.80 110.00 .75 
1.40 2.54 81.02 .60 
1.01 4.75 160.93 .51 
2.27 5.34 206. 54 1.53 

.es 4.12 204.62 .47 

1.23 2.67 102.83 .74 

.77 4.96 183.15 .47 

.97 2.50 117 .91 .52 

.99 2.77 140 .90 .49 

1.39 5.00 142.65 .Se 

Relative to State Average x 100, 
1969-70 Revenues from Own 

§gurces 
Per $100 
True Value 
of Real 
f;1t1te, ll! 70 

Amount� 

100 

55 78 
68 53 
64 60.5 
40 123 
46 107 

45 112 
96 39 
74 47 

63 63.5 
64 60.5 

51 85.5 
52 82.5 
56 75.5 
50 88.5 
30 131.5 

58 72 
36 129 
54 79 
49 93 
41 121 

113 29 
50 88.5 
52 82.5 
46 107 
47 101 

65 58 
70 51 
50 88.5. 

113 29 
42 118 

61 66 
38 125.5 
48 97 
49 93 
69 52 

Per $100 of 
Personal 
Income 
ll!69 

Amount l!!!!!s 

100 

66 90.5 
91 48 
68 83.5 
62 98.S 
41 133 

61 102 
90 49.5 
81 66.S 

104 35.5 
81 66.5 

so 122 
61 102 
71 Bl 
80 70.5 
66 90.5 

50 122 
59 105 
46 128 
72 78.5 
57 110 

136 11 
67 86.5 
61 102 
81 66.5 
81 66.5 

114 25.5 
50 122 
94 46 

105 33.5 
Bl 66.5 

53 116 
98 41.5 
49 124.5 
55 114 
99 40 

1969-70 Revenues ll.elatlve to State 
from Own Sources Average x 100, 
Per Capita ':'" Average Effective 
Computed Revenue True Tax Rate 
Capacity, Per on Real Estate, 
Cal!lta , 197 0 1970 

Amount � Amount !!In!\.

100 100 

57 86 54 90 
82 42 71 54.5 
69 60 82 43 
48 118.5 42 126 .5 
44 129.S 41 126 

51 106 48 110 
99 34.5 155 2 
77 50 61 73.5 
71 56.5 69 60.5 
74 53 so 104 

51 106 43 123. 5 ,,. 
57 86 61 73.S ' 
61 74 59 79 
59 78 51 101. 5 
41 131 29 132 

54 97 61 73.5 
45 128 52 98 
49 115 53 95 
60 76 57 61 
47 122.5 45 117. 5 

125 13.5 83 H.5 
58 82 67 64 
56 89.5 56 84 
56 89 .s 52 9S 
58 82 42 126. 5 

81 44 68 62 
62 70.5 54 90 

61 74 46 115 .s
117 17.5 139 7 

56 89.5 43 123 .5 

58 82 67 64 
55 93 43 1Z3.5 
47 122. 5 47 113 
50 110.5 44 120 
80 46 53 95 



TABLE 2.15.·- SELECTED MEASURES OF LOCAL FISCAL EFFORT (continued) 

Amount RE lattve to State Average x 100, 
Average 1969-70 Revenues from Own 1969-70 Revenues Relative to State 

1969-70 Revenues from Own Sources Effective §ourc!!s from Own Sources Average x 100, 
Per $100 Per $100 of True Tax Per S 100 Per $100 of Per Capita ..... Average Effective 
True Value Personal Per Rate per $100 on !rue Value Personal Computed Revenue True Tax Rate 
of Real Income, Capita, Real Estate, of Real Income, Capacity, Per on Real Estate, 
Estate, 1970 1969 .ill.L 1970 !;state, 1970 1969 Caeita, 1970 1970 

.l!!:!ru!!!! Rank 
Counties (continued) 

Amount .Bfil!!.. � Rank Amount 

Gloucester s .86 $ 3 .46 $150.56 $ .57 43 116 68 83.5 52 102 52 98 
Goochland .92 4.49 165.80 .59 46 107 88 52,5 62 70.5 54 90 
Grayson .95 2.22 91.02 .48 47 101 44 130.5 44 129 .5 44 120 
Greene .93 2 .83 104.18 .69 46 107 56 111,5 51 106 63 68.5 
Greensville 1.49 6.12 109 .19 .52 74 47 121 18.5 87 40 47 113 

Halifax .95 2.78 100.33 .48 47 101 55 114 50 110.5 44 120 
Hanover .97 2.81 155.84 .66 48 97 55 114 53 100 60 77 
Henrico 2 .03 4,17 170.79 1.00 100 36.5 82 63 91 38 91 28.5 
Henry 1.21 2 .48 114.44 .66 60 68 49 124.5 54 97 60 77 
Highland 1.13 5,67 144.99 .68 56 75.5 112 27 74 53 62 70.5 

Isle of Wight 1.06 4.27 138.69 .62 53 BO 84 58.5 64 65 56 84 
James City 1.55 3.84 115.17 .99 77 45 76 73 81 44 90 30 
King & Queen .74 3.33 144, 02 .53 37 127 .5· 66 90.5 48 118.5 48 110 ' 
King George 1.29 3 ;96 142.19 .89 64 60.5 66 90.5 70 58.5 81 44 R? 

King WUllam .56 4.21 186 .25 .53 28 133 83 61 36 132 48 110 ' 

Lancaster .82 3.74 172 ,37 .52 41 121 74 75.5 50 110.5 47 113 
Lee 1.48 4.20 83.70 .83 74 47 83 61 74 53 75 50 
Loudoun .93 4.86 240.43 .73 46 107 96 44.5 62 70.5 66 66.5 
Louisa , 75 3.23 136.41 .40 37 127 .5 64 94.5 47 122. 5 36 131 
Lunenburg .93 2.96 110. 77 ,58 46 107 58 108 51 106 53 95 

Madison .77 3.65 149.05 .so 38 125 .s 72 78.5 49 115 45 117. 5 
Mathews .98 2.96 160.97 .66 49 93 58 108 54 97 60 7i 
Mecklenburg .96 2 .58 111.07 .54 48 97 51 119 47 122.5 49 106.5 
Middlesex .98 4.11 148.66 .60 49 93 81 66.5 58 82 54 90 
Montgomery 1.19 2 .19 113 .16 ,73 59 69,5 43 132 50 110.5 66 6C.5 

Nelson 1.16 4.39 112. 73 .47 58 72 86 56.5 70 58.5 43 123. 5 
New Kent .94 4.55 162.67 ,56 47 101 90 49 .5 61 74 51 10 i.; 
Northampton 1.22 4.43 106.87 .68 61 H 87 55 62 70.5 62 i0.5 
Northumberland .83 3.41 151. 67 .62 41 121 67 86.5 51 106 56 s� 
Nottoway 1.22 3 .14 112 .93 ,77 61 66 62 98.5 59 76 70 57.5 

Orange .BS 4.49 190 .12 ,69 42 118 88 52.5 55 93 63 C't".:J 

Page .98 3.01 127,62 .61 49 93 59 105 52 102 55 SC 

Patrick 1.05 2.98 113 .33 .54 52 82.5 59 105 55 93 49 10�. 5 
Pittsylvania .91 2.62 105.23 .54 45 112 52 117 49 115 49 lOc'.5 

Powhatan .79 2. 58 136.37 .86 39 124 51 119 47 122.5 78 �7 



Counties (contlnued) 

Prince Edward 
Prince Georqe 
Prince Wllllam 
Pulaski 
Rappahannock 

Richmond 
Roanoke 
Rockbridge 
Rockingham 
Russell 

Scott 
Shenandoah 
Smyth 
Southampton 
Spotsylvania 

Stafford 
Surry 
Sussex 
Tazewell 
Warren 

Washington 
Westmoreland 
Wise 
Wythe 
York 

Cltles 

Alexandria 
Bedford 
Bristol 
Buena Vlstll 
Charlottesville 

TABLE 2.15.•• SEU:CTED MEASURES OF LOCAI. FISCAL EFFORT (continued) 

Amount Relative to State Averege x 100, 
Averave 1969-70 Revenues from Own 

1969-70 Revenues from Own Sources Effective §ourceg
Per $100 Per $100 of True Tax Per $100 Per $100 of 
True Value Personal Per Rate per $100 on True Value Personal 
of Real Income Capltll Real Estate of Real Income 
Estate, UFO 1969 .liZL. Ul7!! Es�!:!!, 1970 196!! 

Amount Rank � Rank 

$ .61 S 1.68 $124.93 $ .29 30 131.5 33 134 
2 .03 2.32 82.83 .77 100 36.5 46 128 
1.80 4.98 155.46 1.28 90 41.5 98 41.S 
1.28 2.24 111.63 .81 64 60.S 44 130.S

.68 4.47 180,68 .43 34 l30 88 52.S 

1.13 5.43 156.93 .67 56 75.5 107 30.5 
1.47 3.33 152 .18 .BS 73 49 66 90.S 
1.33 4.38 128.64 .78 66 56 86 56.S 
.89 2,45 126.69 .51 44 114.5 48 126 

1.01 4.47 128.47 ,63 so 88.S 88 52.S 

1.35 3.24 92,50 .59 67 54 64 94.5 
.84 2.96 145.97 .42 42 118 58 108 

1.04 2 .32 105.50 .59 52 82.5 46 128 
.93 3.81 122. 73 .56 46 107 75 7� 
.95 3.47 145.94 .76 47 101 68 83.5 

1.13 3.16 132.76 1.06 56 75.5 62 98.5 
.30 3.19 248,04 .30 15 134 63 96 

1.03 3.65 120 .71 .59 51 85.S 72 78.5 
1.32 2.57 103.22 .87 66 56 51 119 
.es 3.13 171.18 .54 44 114.5 62 98.5 

1.32 3.33 107.67 .74 66 56 66 90.5 
.91 5.18 149.34 .82 45 112 102 37.5 

l.90 4.04 90.85 .77 94 40 BO 70.S 
1.18 2.85 111.14 .63 59 69 .s 56 111,5 
1.17 3.67 141.76 .es 58 72 72 78.S 

2.70 6.23 224.70 l.62 134 14.5 123 16.5 
1.;·3 3.90 136.22 .56 86 43.5 77 72 
2,56 5.93 132.58 1,27 127 18.5 117 21.5 
2.23 5.28 115.00 1.17 111 32.5 104 35.5 
2,42 6.26 179.66 1.20 120 23 123 16.S 

1969-70 Revenues Relative to State 
from Own Sources Average x 100, 
Per Capita ..:.. Averaqe Effective 
Computed Revenue True Tax Rate 
Capacity, Per on Real Estate, 
Cae!�. 1970 1970 
Amount Rank � Rank 

30 133 26 134 
72 55 70 57.5 
96 37 116 14 
52 102 74 51.S 
49 115 39 129 

67 62 61 73.5 
71 56.S 77 48.5 
75 51 71 54.5 
46 126.S 46 115.5 
63 67 .s 57 81 

65 63 54 90 
46 126 .5 38 130 

' 

47 122.5 54 90 "' 

58 82 51 101. S ';-

56 89.5 69 60.S 

63 67.5 96 25 

24 134 27 133 
59 78 54 90 
54 97 79 45.S 
49 115 49 106.S 

64 65 67 64 

57 86 74 51.5 
Bl 44 70 57.S 
54 97 57 81 
64 65 7? 48.S 

128 10 147 5 
83 41 51 101.5 

106 25 115 15.5 
106 25 106 21 
111 19. S 109 19 



CltlH ( continued) 

Cbeaapeake 
Clifton Forve 
Colonial Heights 
Covlnvton 
Danville 

Emporia 
Fairfax 
Falla Church 
Franklin 
Fredertckaburv 

Galax 
Hampton 
Harrlsonburv 
Hopewell 
Lexlnvton 

Lynchburv 
Martinsville 
Nansemond 
Newport News 
Norfolk 

Norton 
Petersburv 
Portsmouth 
Radford 
Richmond 

Roanoke 

S1'lem 
South Boston 
Staun:on 
Suffolk 

Vlrgln!a Beach 
Waynesboro 

Wllllamsburg 
Winchester 

TABLE 2, 15 ,••SELECTED MEASURES OF LOCAL FISCAL EFFORT (continued) 

Amgl!Qt 
Average 

1961-70 B1venyes from Ow!! !12ur;1• Effective 
Per $100 Per $100 of True Tax 
True Value Personal Per Rate per $100 on

of Real Income Capita Real Estate 
l,state 1 1970 126� .mlL. ll!ZD 

$1.97 $5.40 $133.24 $1,Zl 
2.26 4.89 129.04 1.21 
2.33 4.24 143.45 1.16 
2.39 6,05 140.98 1.00 
2.69 5.14 135. 77 .95 

2 .12 4.90 136.55 .80 

2.62 6.70 231.23 1,65 
2.55 6,97 328,61 1.27 
3.05 5.63 138.86 1.09 
2 .53 6.57 193.48 1.02 

2.73 6,72 164.65 .94 
3.25 5.90 129.20 1.38 
2.81 7.39 171.16 ,94 
2 ,93 6,39 137 .43 1.19 
2,48 5.15 126.15 1.03 

3.35 7 .26 159.75 1.31 
2.23 5.86 165 .98 ,97 
1.26 3.44 111.93 .77 
2.46 5.41 140.70 1.39 
3.25 6.14 125 ,94 1.29 

3.17 6,97 134.04 .92 
2.76 7 .48 148.66 1.66 
3.46 5.77 111.10 1.55 
1.80 3.78 122.75 ,87 
3,36 7.82 162 .62 1.77 

4, 12 9.73 155 .58 1.38 
2.36 5.65 156. 71 .95 
2.35 5.33 140.66 .91 
2.28 4.70 uo.os .97 
2.66 7.88 164, 78 1.50 

l.46i!. 4 .19 163.41 .9a!I 
2.91 � .JZ 171.02 1.11 
2.17 8 .24 245 .10 ,94 
1.42 5.94 222 .96 .92 

Relative to State Average x 100, 
1969-70 Revenues from own 

§gurce1 
Per $100 
TNe Value 
of Real 
�1tate, uzo

Amount .!!!!IL

98 38 
112 31 
116 27 
119 24 
134 14.5 

105 35 
130 17 
127 18,5 
152 8 
126 20 

136 13 
162 5.5 
140 11 
146 9 
123 21 

167 3.5 

111 32.5 
63 63.5 

122 22 
162 5.5 

158 7 
137 12 

172 2 

90 41,5 

167 3.5 

205 l 
117 25.5 
117 Z5,5 
113 29 
132 16 

86 43 .5 
145 10 
108 34 

71 50 

Per $100 of 
Personal 
Income 
ll!§l! 

Amount .J!!D!!. 

106 32 
96 44.5 

84 58.5 
119 20 
101 39 

97 43 
132 12.5 
137 9.5 
111 28,5 
130 14 

132 12.5 
116 23.5 
146 6 
126 15 
102 37,5 

143 8 
116 23.5 

68 83.5 
107 30.5 
121 18.5 

137 9,5 
148 5 

114 25.5 
74 75.5 

154 4 

172 l 
111 28,5 
105 33,5 

93 47 
155 3 

83 61 
144 7 
162 2 
117 21.5 

1969-70 Revenues 
from OWn Sources 
Per Capita +

Computed Revenue 
Capacity , Per 
s.11elll, m11 
Amo!!Qt � 

105 28.5 
99 34.5 

100 32.5 
110 21 
106 25 

89 39 
121 15 
106 25 
126 12 
107 22 

111 19.5 
137 4.5 
118 16 
134 8 
105 28.5 

138 3 
103 30.5 

68 61 
117 17 .5 
136 6.5 

128 10 
128 10 
137 4.5 

78 49 
152 2 

165 l 
106 25 
100 32.5 

97 36 
125 13.5 

79 47 .5 
136 6.5 
103 30.5 

79 47 .5 

Relative to State 
Average x 100, 
Average Effective 
True Tax Rate 
on Real Estate, 
mo 

Amount !!.!!!!5. 

110 \7 .5 
110 17 ,5 
105 22 

91 28,5 
86 34.5 

73 53 
150 4 

115 15,5 
99 24 
93 27 

85 37 
125 10 .5 

85 37 
108 20 

94 26 

119 12 
88 32.5 
70 57 .s

126 9 

117 13 

84 39.5 
151 3 
141 6 

79 45.5 
161 l 

125 10.5 
86 34 .5 
83 41.5 
88 32.5 

136 8 

99!!/ 31 
101 23 

85 37 
84 39,5 

!!/ The flgure used for total state true value was $35,401,464,000. No 11djustme1t was made ln the state total for a revision in Virglnla Beach's asspssment 
ratio which lowered Its assessed value by $243,578,000, However, the figure for Vlrglnle Beach was adjusted, 

ll/ Chesterfield revenues from own sources were adjusted to exclude a special $7,806,857 annexation payment from the City of Richmond. 

� 
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TABLE 2.15.--SELECTED MEASURES OF LOCAL FISCAL EFFORT (continued) 

Sources: Sources used for Table 2.14 plus the following: Department of 
Taxation, "Real Estate Assessment Ratios and Average Effective True Tax 
Rates in Virginia Counties and Cities - 1970 and 197111 (May 1, 1973), pp. 4-6; 
Report of the Auditor of Public Accounts on Comparative Cost of County 
Government. Year Ended June 30 1 1970 (Riclnnond, 1971), p. 16; Report of the 
Auditor of Public Accounts on Comparative Cost of City Government Year Ended 
June 30 1 1970 (Richmond, 1972); p. 10; Report of the Department of Taxation, 
Fiscal Year Ending June 30 2 1970 (Richmond, 1970), p. 20; Report of the 
Department of Taxation. Fiscal Year Ending June 30 1 1971 (Riclnnond, 1971), 
pp. 39, 40, 46-49. County revenues from own sources were adjusted to 
exclude service charges of county owned enterprises. The distribution of 
property taxes between real, personal, and other types was based on their 
respective shares of property tax levies. 
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Revenues from Own Sources per $100 of True Value of Real Estate 

This measure relates locally raised revenues to a single revenue 

base, the true value of real estate. The logic for this approach is 

the predominance of the real estate tax base in most local revenue bases. 

Nonetheless, as already mentioned, there is a great deal of diversity 

within Virginia as to the relative importance of the real estate tax. 

The state weighted average effort was $2.01 per $100 of true value. The 

range was 14 to 1 represented by Roanoke City ($4.12) and Surry ($0.30). 

Revenue from Own Sources per $100 of Personal Income 

Like the previous measure, this one relates locally raised 

revenues to a single revenue base, personal income, which is used as a 

general measure of ability to pay. The limitations of sole reliance on 

personal income have already been developed. The state weighted average 

effort was $5.07 per $100 of personal income, and the range was 5 to 1 

represented by Roanoke City ($8.73) and Prince Edward ($1.68). 

Revenue from Own Sources Divided by Computed Revenue Capacity!/ 

This measure provides a comprehensive picture of local effort, 

and it avoids some of the extremes inherent in the use of other methods. 

By definition, the state average had an index value of 100. The range 

was from 7 to 1, represented by Roanoke City (172) and Surry (24). 

!Although per capita relationships are shown in Table 2, the index
has the same value when total amounts are used since the same population 
is used in the numerator and the denominator. 
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Real Estate True Tax Rate 

The true tax rate is often used as the sole measure of local 

effort, an inappropriate procedure in view of the previous remarks. 

However, the true tax rates for 1970 are included in Table 2.15 in order to 

facilitate comparisons. The weighted state average was $1.10 per $100 

and the range was from 6 to 1, represented by Richmond City ($1.77) and 

Prince Edward ($0.29). 

The Department of Taxation has recently released a study for 

1971 which is based on new and improved techniques for measuring effective 

tax rates. The data could not be incorporated in the tables since they 

cover a later year than currently available for many of the other measures. 

Although there was general correspondence in the 1970 and 1971 effective 

tax rates, the ranking for some areas differed significantly. Statewide 

the weighted average was $1.06, and the range was 7 to 1, represented by 

Richmond City ($1.76) and Surry ($0.24). 

Conclusion 

The answer to "how much fiscal effort does a locality make?" 

depends on the measure used, as well as the efficiency of local government 

and the preference of the local population for governmental services. If 

a single measure must be chosen, the most preferred is revenue from own 

sources divided by computed revenue capacity. If several measures can 

be used, then an effective approach is to determine those localities 

that are consistently in the top and bottom quartiles in terms of rank. 
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On that basis, the following 22 localities were in the top one-fourth no 

matter which measure was used: Alexandria, Bristol, Charlottesville, 

Covington, Fairfax City, Falls Church, Franklin City, Fredericksburg, Hampton. 

Hopewell, Lynchburg, Martinsville, Newport News, Norfolk, Petersburg, 

Portsmouth, Richmond City, Roanoke City, Salem, Suffolk, Waynesboro, and 

Fairfax County. The 9 localities that were consistently in the bottom 

one-fourth were Amherst, Appomattox, Charlotte, Grayson, Halifax, Pittsylvania, 

Prince Edward, Rockingham, and Shenandoah. 



CHAPTER III 

STATE REVENUES: GENERAL FUND AND SPECIAL FUNDS 

Introduction 

In the first section this chapter provides projections Qf general fund 

revenues with historical background material. A second section develops al

ternative means of changing general fund taxes to provide additional revenues. 

The final section briefly investigates the special funds, in particular the 

gasoline tax and the motor vehicle sales and use tax. 

General Fund Revenue Projections Under Existing Structures and Rates 

The general fund currently represents less than half of total revenues 

(see Table 3.1). It is, nevertheless, the focus of most of the legislative 

appropriation process and, as a result, receives a large amount of attention. 

Moreover, much of the revenue outside of the general fund comes from the 

federal government or represents state taxes earmarked for highways. 

Table 3.2 provides detailed historical data and the projections for the 

general fund. The purpose of the projections is to indicate the amount of 

general fund revenue that will be available in the next three bienniums 

assuming no change in the present tax structures and rates. Combined with 
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Biennium 

1962-64 

1964-66 

1966-68 

1968-70 

1970-72 

-70-

TABLE 3.1.--TOTAL STATE REVENUES, 1962-64 TO 1970-72 

$ 

(Millions of Dollars) 

General Special 
Fund!!./ Fundsb/ 

616. 9 $ 825.9 

724.4 1,059.3 

1,021.4 1,234.4 

1,489.6 1,496.1 

1,779.6 2,025.1 

Other 
Funds£( 

$ 22.6 

28.0 

32.9 

39.1 

45.5 

Note: Details may not add to totals due to rounding. 

!:_I Includes A.B.C. Profits, local and state shares. 

Total 

$ 1,465.4 

1,811.7 

2,288.7 

3,024.9 

3,850.1 

·p_/ Excludes sales of alcohol by A.B.C. stores and amounts received by
state retirement funds. 

S:/ Includes reserves for specified purposes and amounts held in suspense 
and not allocated to funds. 

Source: 1962-64 to 1968-70: Report of Comptroller, Fiscal Year Ended 
June 30. 19--, Exhibit B, Statement Nos. 3 and 4, (Richmond: Department of 
Accounts). 1970-72: Unpublished St�tement of Revenues Collected, All Funds 
and General Fund, July 1 to June 30, 1972 and July 1 to June 30, 1971: Un
published Sununaries of Operations for the Fiscal Years Ended June 30, 1971 
and 1972 (Richmond: Department of Accounts). 

our expenditure projections in Chapter IV, the revenue data help to give 

answers to two basic questions: 

1. Will there be any need to consider increasing present taxes
or imposing new ones?

2. If the answer to the first question is affirmative, then
how much additional revenue will be required?

During the 1960 1 s general fund revenue growth received several one

time stimulants such as the adoption of individual income tax withholding, 



Revenue Source 1962-64 

JI ROM TAXATION 

TAXES 

1-ubUc Service Corporation, $ 48,848,650
b/ 

Capital Not Otherwise Taxed 18,326, 98'7, 
Individuals and Fiduciaries Income 256,117,611-
Corporations ... Income 66,142,525 

Insurance Companies • Premiums 30,224,926 
Bank Stock 3,025,403 
Inheritance, Gift 13,172,532 
Wills, Suits, Deeds, Contracts 10,605,01\, 
Beer and Beverage Exe ise 22,391,415 
Alcoholic Beverages State Tax 23,198,507 

�::::
c

�a�::
d

::;• u!:
x 

Ta� 
30,216,553 

Miscellaneous Taxes and Penaltiea!l1 3.484,186 

Total Taxes 525,754,311 

RIGHTS AND PRIVILEGES 

Licenses and Permits 30,293,916 
Cor"j,orate Franchise and Charters 2.960.037 

Total from Taxation 559,008,264 

0 THE R THAN TAXATION 

Institutional Revenues 9,365,314 
Interest and Rents 6,841,032 
Excess and Other Fees from 'Jicers.!/ 2,551,844 
Other Miscellaneous Revenue 7,907,709 

Total Other Than Taxation 26.665,892 

Total Revenue S8S,674, 163 

TRANSFERS 

A ,B .C. ProfitaA
/ 

Other Transfers!!/ 
31,270,697.!.!1 

Total $ �i� 2/!!t,H!! 

EXHIBIT 

Earmarked Revenues: 
1 

Local Share of Wine and Spirits r· $ 
Local Share of Sales and Use jig 

Local Share of A,B,C, Profits-

1,335,982 

i�,211.290 

Tota 1 Earmarked Revenues 24.547,272 

Total General Fund Revenues 
minus eat'11larked revenues 1 s92139z15s9 

(See footnoteo on following page) 

$ 

$ 

TABLE 3,21•-GENERAL F1lNII REVENUES. AC'IUAL 1962•64 l'O 1970-72 A11D PROJECTED 1972•74 'l'O 1978-80 

Actual 
1964-66 

$ 52 ,520,529b/c/ 
16,004,448"' -

306,577,074 
87,658,331 
35,691,281 

3,424,220 
16,542,090 
13,172,7681/ 
26,875,57£r 
25,537,990 
31,732,865 

J • i64, 655!
/ 

618,901,827 

33,913,738 
3.294.855 

656,110,420 

10,713,447 
10,720,188 

3,5SO, 768 
8 17601468 

33. 744.871 

689,855,291 

34,S85,87#
/ 

Z2!1 !!!tl 1ZII 

1,512,115 

23.2ll,i90 

24. 723,405 

§ 699,717.76� 

1266•68 

$ 59,076,713b/ 
8,634,789"/ 

415,019, 39z!. 
98,176,680 
41,601,156 

3,843,952 
18,802,352 
13,299,9691/ 
24,407, sos;;1 31,611,26:i=, 
26,429, 23# 

189,999,99� 
3.47S,634-

934,378,624 

9,407 ,44 7!:.I 
3,796,107 

947,582,178 

l2 ,459 ,66&!!
/ 

12,519,810 
3,540,601 

10,087,504 

38.607.58� 

986,189,761 

35,189 ,593bb/cc/ 

$i 11;n m J� 

$ 1,686,845 
94,999,996 
23.585.§61 

120,272,702 

I 901,106,652 

1968-10 

$ 81,404,221.!
/ 

9,046,459f/ 
556, l 98, 91�/ 
134,85l,25°t/ 

62,682, 164-
4,382,694 

24,209,934k/ 
16,968, 7411" 
29,034,826 
32,067,685 
27,246,657 

395,308,346 
4.102.51.s 

1,377,504,412 

6,657,215 
4.366,901 

1,388,528,528 

u/ 
20,197,374-, 
25,863,844.!! 

3,582,644 
11,803.306 

61.447 .168 

1,449,975,696 

39,634 ,624.!1!!
/ 

H!!Hmn11 

$ 1,939,742 
131,769,449 

27 .442.3j!8 

l6l11Sl15l9 

$1,328,458,801 

Official 
Estimate 

1970-72 1972-74 

$ 82,471,430 $ 101,600,000 
10,339,058 / 10,800,000 

678,362,436f, 997,700,000 
l42,347,59F 240,600,000 

65,233,253 73,600,000 
5,079, 12�/ 5,300,000 

28,483,41 35,000,000 
24,627,600 26,900,000 
30,899,213 34,800,000 
49,106,376 56,100,000 
29,449,710 30,400,000 

488,875,837 598,500,000 
s.366.153 5.900,000 

l, 640,641,207 2,217,200,000 

7,240,374 7,500,000 
4,737.841 5.600.000 

1,652,619,422 2,230,300,000 

31,589,606 6, soo, ooall1 
29,401,278 17,200,000 

4,109,078 4,S00,000 
12,888.953 18.100.000 

77.988,915 46,300.000 

l, 730,608,337 2,276,600,000 

48,976,528 49,200,000 
51343.330 6.372.255 

$1,Zl/i,22§.m $2,m m 2�� 

2,657,046 2,800,000 
162,795,653 199,300,000 

�2.667 ,:I!!!! �l.§00.000 

198,120,043 233.900.000 

$1,586,808,152 $2,098.272.255 

Pro Jectiona 
1974•76 1976-78 1978-80 

$ 112,800,000 $ 129,700,000 149,100,000 
12,300,000 13,600,000 15,100,000 

l,352, 100,000 1,790,600,000 2,371,200,000 
310,200,000 364,800,000 427,400,000 

99,100,000 119,600,000 144,400,000 
6,000,000 6,500,000 7,000,000 

40,600,000 49,000,000 59,200,000 
35,000,000 38,600,000 42,100,000 
42,900,000 49,000,000 55,800,000 
6 1,800,000 67,400,000 74,000,000 
32,400,000 33,400,000 34,400,000 

730,800,000 865,100,000 1,024,000,000 
7.200.000 7.900.000 8,600.000 

2,843,200,000 3,535,200,000 4,412,300,000 

7,800,000 8,100,000 8,500,000 
6,200.000 7 .000.000 7 • 900.000 

2,857,200,000 3,535,200,000 4,428,700,000 

6,000,000 6,600,000 7,200,000 
30,400,000 34,800,000 42,800,000 

5,000,000 S,S00,000 6,100,000 
16,200.000 18.900.000 22.000.000 

S7.600.000 651800,000 )8,100,000 

2,914,800,000 3,616,100,000 4,506,800,000 

54,700,000 58,400,000 62,200,000 
7 • 700,000 9.300,000 11,200.000 

$2 2ZZ,20Q OOQ $3 §8J,§QQ OQO $4,�§Q 2QQ,Q!!!! 

$ 3,400,000 3,700,000 4,000,000 
243,400,000 288,100,000 341,000,000 

3S.400.000 38,000,000 40.400.000 

282,200,000 32�.800,000 385,400,000 

$2.69S1 ooo.ooo $3.354,000.000 $4, 194.800,000 



TABLE 3.Z.--GENEIIAL Fillip REVENUES. AClllN, 1962•64 TO 197os72 AND PJll)JBCTBD 1972·74 TO 1978·80 (Continued) 

!.I Includes $13,412,305 windfall in filcal year 1968·69 due to public oervice corporation• fl.ling declaration• of eatimated tax and paying the a1t1mated tax in inatallmenta. 

'!I Tax rates reduced from 75e per $100 of aueued value to 65e la flacal year 1963-64, and JOe in fiacal rear 1966·67. Effective tax year 1965, money and tangible personal property of 
certain buaineea excluded from definition of capital. 

s./ Effective tax year 1966 (flacal year 1965-66), tobacco iaven.torlea cm oa.ly be t.xed once. The loa• ln revenue for tax year 1966 waa $1,04.S thouaand. 

ti Includes $31 1 081,135 windfall due to the vitholdin& of taxea for tax.able year 1963, the collectlon1 of eattaated taea, nd e�rly payments. 

!} Includes $11.5 million in revenue due to holding open books for collections from localities. aeveauea were lower by $1.l million due to an increase in the dependent exemption of $100. 

!/ Includes $29,709,290 windfall due to monthly collection• of withheld iac- taxH in fiscal year 1968•6', 

g/ A apeed .. up in the refund process resulted ln a $4.3 million ou•time lo•• ln flacal year 1971•72 • 

.!!I Includes a windfall in flscal year 1968-69 of $13,015,047, and a windfall in fiscal year 1969•70 of $11,670,490 resulting from a chuge in law requiring corporations to pay 'their income 
tax in installments if their tax liability eKceeded $5,000. A further change requiring installment payments when tu liability exceed, $1,000 resulted in • windfall of $1,774,518 in fiscal 
year 1970·71 and an estimated windfall of $1.7 million in fiacal year 1971•72, 

!/ Includes $12,344,693 windfall in fiscal year 1968-69 due to insurance companies filing declarationa of utimated tax and paying the estimate in installments. 

J./ Includes an estimated $2 million windfall in fiacal year 1971-72 due to a apeed-up in reporting resulting from a .:.haqe in federal law vblch requires estate tax. payment in 9 months 
rather than 12, 

'!,,/ Includes $885,932 windfall in fiocal year 1968-69 due to a new tax oa deeds of conveyances. 

!/ Rate increased July l, 1960, from 2� pe-r 16 os. container to 21c per 16 os. container and de.creased back to 2¢ •• of September l, 1966 • 

!./ Includes $3,388,000 windfall in fiscal year 1967-68 resulting from laat qu&TteT of· the. file.al year being transferred to the general fund in June, 1968, instead of later• 

'f!/ Tax was decreased from)� to Zli� per package, September 1, 1966. The lt rate applied to oae•fourth of fl1cal year 1966-67. 

!!l l'otal State Sales and Use Tax including local ahare but ex.eluding local opt.ion. 

R.I The State Sales and Use Tax became effective September 1, 1966. the rate va1 ral1ed from 2 percent to 3 percent on July 1, 1968. 

j_/ Composed of Oyster Inspection Tax, Motor Vehicle Fuel Tax., Wine and Spirit• Tax., Foreat Product• Tu, Penaltiea for Failu.re tO--PAy- and Hiacellaaeou1 Penalties. Total Wine Tax collec-

tions inc tude local ahare. 

!_/ Public Rock Oyster Tax no longer applicable to the General Fund effective fiacal year 1962-63. 

!,/ Decline in revenue in fiscal year 1964·65 due to decline, in penaltiea for non .. payme�t of taxes by due date because of implement.at.ion of withholding. 

SI Tax on wholesale and retail establishment& repealed January 1 1 1967 (fiacal year 1966•67). 

u/ About 85 percent of the revenues are represented by those from mental hospitals. In fiacal years 1967 .. 68 and 1968-69, there vas a sharp increase in mental hospital revenues due 
to Mea'icare. 

J,_/ Effectiv� fiscal year 1972·73, certain mental hospital revenues will go into a special fund rather than the general fund, resulting in a drop in the Institutional Revenues category. 

�/ Sharp inc:rc,:ise in collections due in part to investment of pt'oceeds from ,e1.o million general obligation bond issue which vaa sold May, 1969. 

x/ Composed of Exces!t Fees Paid into State Treasury; Fees and Allowances of Sheriffs, Sergeants, and their Deputies; Fees collected in County Courts; and Fees Collected in Regional 
Juvenile and Domestic Relations Courts. 

y_/ Composed of Fees for Practice of Professions, Fees for Miscellaneous Privileges, Fe.ea for Miscellaneous Service•, Sale• of Property and COODOdities, Auditing Local Accounts and 
Examination Assessments, Fines and Forfeitures, Court Coat R.Pcoveriea and Printing of Supreme Court Records, Local l'ortioa of Judges' Salaries, Miscellaneous Revenue 1 and Grants and 
Donations. 

!.I Total A.B.C. profits including local share. 

�/ Excludes $500 thousand whi�h went to a reserve fund for a central warehouse la each of the fiscal years 1961 .. 62. 1962•63, 1963 .. 64, and 1964·65. 

J?!!./ In fiscal year 1966-67 1 $1 million was taken out of A.B.C. profits for a center for research oh alcoholism. 

9:../ On June 28, 1968, an additional tax on alcoholic beverages bought for resale by the drink became effective. 

�/ Excludes $750 thousand which went to a reserve fund for a central warehouse in fiscal year 1968·69. 

ee/ Effective fiscal year 1970-71 reimbursements from special funds to the general fund are no longer stlown in general fund revenue categories but are carried as a separat� item.. The 
genera'! fund categories affected are Public Service Corporations, Miscellaneous Taxes and Penalties I Other Miscellaneous Revenue, and Licenses and Permits. 

JJ_/ Two-thirds of the Wine and Spirits Tax is distributl'd to localities on the basis of population for general purposes, This tax is a component of Miicellan�ous ta:K.es and Penalties. 

u/ Prior to fiscal year 1968-69, one•half of the state's 2 percent Sales and Use Tax was distributed to localities on the basis of school age population for the expressed purpo:>s1.· ol 
eoucacion. Beginning t isca\ yeat 196&·69, one-third of the state's three percent Sales and Use Tax is d istE"ibuted to localities on the basis of school age popul3tion for the puL·pose ol 
education. 

hh/ Prior to fiscal year 1970 .. 71, after the first $750,000, two-thirds but never less than $11,605,645 in A.B.C. profits waa distributed to localities on tht: basis of population fo� 
general purposes each fiscal year. Beginning fiscal year 1970•71, after the first $7SO,OOO, two .. thirds but never less than $14,tsOS,677 of A.B.C. profits is distributed to localities on 
the basis of population for general purposes. This figure represents the accrued distribution rather than specific appropriations of A.lS.C. profits to localities for the fiscal year. 

Sources: 1962-64 Biennium data to 1968-70 Biennium data: Report of the Comptroller 
I Fiscal Year Ended June 30 1 1970, Schedule B ... l and Statements 3 and 4, (Richmond: Department of 

Accounts, 1970): 1CJ70-72 data: "Report of General fund Revenues", June 30 1 1971 and 1972, (Richmond:Oepartm.ea.t of Accowits, 1971 and 1972); Official estimates: Department of Acccounts; 
Projections b• 
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the new sales and use tax, and changes in administrative procedures re

sulting in an acceleration of collections. Furthermore, the 1960's were 

a time of economic prosperity with only a minor recession in 1960-61 and 

the beginning of another in the last few months of the decade. Price in

flation, which usually stimulates revenues, was quite moderate in the 

first half of the decade, but accelerated toward the end. · The combined 

effect of these factors was a sharp jump in general fund revenues, particu

larly in the second half of the decade. Instead of growth of about 20 to 

22 percent per biennium, revenues rose. by 41 percent in 1966-68 and by 46 

percent in 1968-70. In the 1970-72 ·biennium. revenues increased not quite 

20 percent, reflecting the impact of the recession and slow recovery in 

1970-71, some slowdown in the rate of inflation, and the 1968-70 base for 

calculating the relative change being swollen by one-time windfalls. 

The official estimate for the 1972-74 biennium shows a gain of 

nearly 31 percent, resulting primarily from an expected continuation 

of the rapid economic expansion that b.egan in the second half of · 

1971-72 and from increases in the corporate income tax rate from 5

to 6 percent and the individual income tax rate from 5 to 5.75 per

cent over $12,000 of taxable income adopted by the 1972 General As

sembly. Our projections for the next three bienniums show relative 

gains of 28 percent in 1974-76, 24 percent in 1976-78, and 24 percent 

in 1978-80 (see Chart 3.1 and Table 3.3). Thus, even with the two 

recent rate hikes general fund revenues will not show percentage gains 

in the 1970's as high as those experienced in the last two bienniums 

of the previous decade. 
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CHART 3.1 

GROWTH OF GENERAL FUND REVENUES, 
ACTUAL AND PROJECTED 1962-64 TO 1978-80 

DOLLAR INCREASE (MILLIONS) PERCENT INCREASE 
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T.ABLE 3.3--SUMMARY OF GENERAL FUND REVENUES, 
ACTUAL 1958-60 TO 1970-72 AND PROJECTED 1972-74 TO 1978-80 

Change from 
Precedins Biennium 

Amount Amount 
Biennium ($Mil.) ($Mil.) Percent 

Actual 
1958-60 $ 404.2 . . .

1960-62 505.2 +101.0 +25.0
1962-64 616.9 +lll. 7 +22.l
1964-66 724.4 +107.5 +17 .4
1966-68 1,021.4 +296.9 +41.0
1968-70 1,489.6 +468.2 +45.8
1970-72 1,784.9 +295.3 +19.8

Projected 
2.332.2!/ 1972-74 +547.3 +30.7

1974-76 2,977.2 +645.0 +27.7
1976-78 3,683.8 +706.6 +23.7
1978-80 4,580.2 +896.4 +24.3

Note: Details may not add to totals due to rounding. 

!/ Official estimate adopted when appropriations were enacted April, 19 

Source: Table 3.2,.P 71. 

The percentage distribution of major sources of revenue is shown in 

Table 3.4. The great importance of the income tax on individuals and 

fiduciaries is obvious. In the 1970-72 biennium, it accounted for 38 per

cent of revenues. By 1978-80, with the rate hike and its high degree of 

responsiveness to economic growth, the projections show the income tax rep

resenting one-half of the total. The other major disclosure is the impor� 

tance of the sales and use tax, which was adopted in the 1966-68 biennium. 

""hen first introduced, the tax was 2 percent, and it did not become effec

�ive until several months after the beginning of the biennium. Because of 

the lower rate and the delay in introduction, revenues from the tax in the 

1966-68 biennium represented a lower share of total revenues than projected 

the future. In the 1970-72 biennium the sales and use tax provided 27 



TABLE 3.4.•·PERCENTAGE DISTRIBUTION OF GENERAi. FUND REVENUE SOURCES, 
ACTUAL 1962•64 TO 1970-72 AND PROJECTED 1972-74 TO 1978-80 

A ctu al Pr o j e C t e d 
Revenue Source 1962-64 � 1966-68 lli!:ZQ lliQ.:ll lill.:1! fil4-76 197&-78 ill!!::!!Q 

FR OM TAXATION 

TAXES 

Public Service Corporations 7.9 7.2 S.8 s.s 4.6 4.4 3.8 3.5 3.3 
Capital Not Otherwise Taxed 3.0 2. 2 0.8 0.6 0.6 o.s 0.4 0.4 0.3 

Individuals and Fiduciaries -
Income 41.5 42.3 40.6 37.3 38.0 42.8 4S.S 48.6 51.8 

Corporations - Income 10. 7 12.1 9.6 9.0 8.0 10.3 10.4 9.9 9.3 
Insurance Companies - Premiums 4.9 4.9 4.1 4.2 3.7 3.2 3.3 3.2 3.2 
Bank Stock 0.4 0.4 0.4 0.3 0.3 0.2 0.2 0.2 0.2 
Inheritance, Gift 2.1 2. 3 1.8 1.6 1.6 l.S 1.4 1.3 1.3 
Wills, Suits, Deeds, Contracts 1. 7 1.8 1.3 1.1 1.4 1.2 1.2 1.0 0.9 
Beer and Beverage State Tax 3.6 3.7 2.4 1.9 1.7 l.S 1.4 1.3 1. 2 

Alcoholic Beverage State Tax 3.8 3.S 3.1 2.2 2.8 2.4 2.1 1.8 1.6 
Tobacco Products Tax 4.8 4.4 2.6 1.8 1.6 1.3 1.1 0.9 0.8 

State Sales and Use Tax 18.6 26.S 27.4 25. 7 24.6 23.5 22.4 
Miscellaneous Taxes and Penalties 0.6 0.4 0.3 0.3 0.3 0.3 0.2 0.2 0.2 

RIGHTS AND PRIVILEGES 

Licenses and Permits 4.9 4.6 0.9 0.4 0.4 0.3 0.3 0.2 0.2 
Corporate Franchise and 

Charters 0.5 0.4 0.4 0.3 0.3 0.2 0.2 0.2 0.2 

0 TH E R THAN TAX AT I 0 N 

Institutional Revenues 1.5 1.5 l. 2 1.4 1.8 0.3 0.2 0.2 0.2 
Interest, Rents 1. l l. 5 1. 2 1. 7 1.6 0.7 1.0 0.9 0.9 
Excess and Other Fees from Officers 0.4 0.5 0.3 0.2 0.2 0.2 0.2 0.1 0.1 
Other Miscellaneous Revenues 1. 3 1. 2 1.0 0.8 o. 7 0.8 o.s 0.5 o.s 
A.B.C. Profits 5.1 4.8 3.4 2.7 2. 7 2.1 1.8 1.6 1.4 
Other Transfers 

-·-·-· __u..:_ _.lW. _.lW. _.lW. 2:1 -2..:.1 -- --

TOTAL GENERAL FUND REVENUE 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Note: Details may not add to totals due to rounding. 

Source: Table 3.2. 
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percent of total revenues, and in 1978-80 we expect it to provide 22 percent. 

Methodology 

lhe projections were based on the assumptions that the nation would not 

become involved in a major armed conflict and that no economic downturns would 

occur. Assumptions about the future growth of gross national product, the in

dica�or used to project Virginia personal income, are those already mentioned 

in Chapter 2 (see pages 37-38). Population is forecast to grow by 1.5 percent 

annually. For the current biennium (1972-74), the general fund projections 

are based on the official estimates made at the time of budget adoption in 

April, 1972. 

Tiie projections from 1974-76 to 1978-80 were made by the staff. In the 

process of �aking the projections, the state's fiscal agencies--the Department 

of Accounts, the Department of Taxation, and the Division of the Budget--were 

all consulted, and they were particularly helpful in interpreting historical 

data, However. the fiscal agencies were not responsible for the proiections, 

which were solely the work of the staff; therefore. no official endorsement 

on their part should be implied. 

In making the projections, we assumed no changes in rates or tax struc

ture unless the change was already provided for by law. This was an important 

assumption because, as previously noted, in the past significant amounts of 

new revenue were secured through rate increases, acceleration of due dates, 

and new taxes. 

Any projection must rely on historical data to provide a basis for 

looking forward, and the choice of a relevant historical period is a crucial 

decision. This report relies mainly on the ten-year period from 1962-63 to 

1971-72. 
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The projection of general fund revenues was accomplished by making 

separate projections for each of twenty-one different major sources of rev

enue, The projections were made by using several techniques, and then the 

technique which appeared to be most accurate for each source was selected, 

Table 3.5 suumarizes the technique selected for each of the major sources. 

Error Range 

The projections in this report are only as good as the assumptions used 

to make them, If, for example, personal income grows much slower (or faster) 

than assumed, then actual revenues will differ significantly from those fore

cast. In making these projections, we attempted to be neither overly pessimis

tic nor overly optimistic, but it should be recognized that the projections are 

subject to considerable error, particularly those that cover the distant future. 

For this reason, the 1974-76 projection is likely to be closer to the mark than 

the 1978-80 projection. 

A ±4 percent difference between projected revenues and the actual outcome 

is a very real possibility. In the past, biennium budget projection8 have of

ten exceeded this range of error. Table 3.6 shows how such differences would 

affect projected revenues, The absolute amounts are large, but such i..agni

tudes are to be expected when dealing with a budget counted in billions of 

dollars. 

Definitions 

The Report of the Comptroller was the basic source for all historical in

�ormation; however, certain adjustments were made in total figures. The reason 

for these adjustments was to eliminate bookkeeping entries which tend to over-



Dependent Variable 

lleven\le Sources 

Public Service Corporatlona!.1 

�::�!:�u:�
t 

-��
h

:r:�::.;::
d 

- Incom�/ 

Corporations - Income!/ s_/ 

Insurance Companies - Premium, 
Rank Stock 

State Sales and Uae Tax 

Hiacellaneous Taxes and Penalties 

Licenaes and Permits 

Corporate Franchise and Charters 
Inst) tutional Rr.venues 

Int11,·P.st and Rents 

Excr-�s and Other Fees from Officers 
0th -� Miscellaneous Revenues 
A.,tc. Profits 

OLher TTansfers 

Other Variables Projected 

Virginia Personal Income 
Natlonal Corporate Profits Before 

Taxes or IVA (April-March Year) 

TABLE 3,5,•·HETIIODOLOGY FOR GENERAL FUND REVENUE PROJECTI<IIS 

Log Y • 4,077 + 0,826 Los X 
Log Y • 6,492 + 0.022 X 
Log Y • 1.455 + 1.662 Log X 

Y • -21,250,696 + 936,136 X 

Loa Y • 7,107 + 0.041 X 
Y • 1,272,886 + 127,755 X 

Loa Y • 6. 753 + 0,041 X 
Y • 4,279,682 + 717,0ll X 

Log Y • 3,895 + 0,775 Log X 
Log Y • 5,086 + 0.542 Loa X 
Y • 12,123,140 + 237,382 X 

Y • ( 1 + percent chanae in 
Vir1inia Personal Income) X 

Y • 1,045 X 

Loa y • 6.479 + 0,008 x 

Log Y • 6.128 + 0.027 X 
Log Y • 6,204 + 0,020 X 

Y • 1,07 X 

Log Y • 6.114 + 0,021 X 
Log Y • 6.459 + 0,033 X 
Y • 14,820,468 + 929,153 X 

Y•l,l5X 

Y • 1.05 X 

Fiscal Year 1974•75,Y • 1.075 x 
Fhcal Year 1975-76,Y • 1.071 X 
fiscal Year 1976-77,Y • 1.071 X 
Fiscal Year 1971-78,Y • 1.071 X 
Fhcal Year 1978-79,Y • 1.071 x 
Flscal Year 1979-80, Y • 1,071 X 

Log Y • 0,537 + 1. 232 Log X 
Fiscal Year 1974•75,Y • l.074 X 
Fiscal Year 1975-76,Y • 1.070 X 
Fiscal Year 1976-77,Y • 1.070 X 
F!.scal Year 1977-78,Y • 1.070 X 
Fiscal Year 1978-79,Y • l.070 X 
Fiscal Year 1979•80,Y • 1.070 X 

l!. 

Virginia personal income (f,y,) 
Tlme; 1962-63 • 1 
Virainla personal income (f.y.) 

National corporate profits before 
tax.ea or IVA (Aprll•March year) 

Timej 1962-63 • 1 
Time; 1962•63 • 1 

Time; 1962-63 • 1 
Timei 1962-63 • l 

Virginia personal income (f,y.) 
Virginia personal income (f.y,) 
Time; 1962•63 • 1 

State Sales and Use Tax; prevtous 
Uacal year 

Mhcellaneoua Taxea and Penalties 1 

previous fiscal year 
Time; 1962•63 • l 

Time; 1962-63 • l 
Time; 1962•63 • l 

Interest and Ren ta i previous fiscal 
year 

Time; 1962•63 • l 
Timei 1962•63 • l 
Time; 1962•63 • l 

Other Tranaferai previous fiscal 
year and 1econd year of the 
previous biennium 

Other Tranafer•i previous flacal 
year and first year of the 
present biennium 

GNP, previoua fiacal year 

GNP in cunent dollars (f,y,) 
National Ccrcporate Profits Before 

Tu.ea or lVA (April-MaTch Year), 
previous year 

Coefficient of 
Correlation {r) 

0,98888 

0,90926 
0.99524 

o. 75309 

0,99128 
0,98666 

o. 92923 
o. 85226 

0.95820 
o. 99516 
0.87082 

0.67914 

0.99399 
o. 79904 

0.85501 
0.94439 
0,95851 

0,99870 

!.I After derivation of the equation, the projections were made by extending the equation dope f1'om actual collactiona in fiacal year 1971•72, 

Standard Error of 
Estimate CSYXl 

0.01550 
0.03233 
0,02030 

9,242,790, l 

0,01745 
67703. 2 

0,05240 
1,413,290.9 

0.02888 
0,00667 

430,350.1 

0. 02906 

0.00945 
0.04896 

0.04103 
0,03720 

887,417.2 

0.00637 

.L!!.!.!!! 

18.805 
6,179 

28.888 

3,238 

21. 276 
17 .139 

7,113 
4.608 

9.472 
28,650 

5.010 

2.617 

25.685 
]. 759 

4,663 
8.123 
9.510 

55.356 

!!/ After use of the equation, the 1:eault was adjusted to account for the revenue loH caused by conformity to the federal provislona and for the additional revenue produced by the 
rate iru:reaae from 5 to 5. 75 percent over $12,000 of taxable income. 

£/ After use of the· equation, the result was adjusted to account for the increased revenue aenerated by raisins the rate from 5 to 6 percent. 

�/ Factors for proJectins GNP were derived £Tom projected changes in the implicit p"l'1.ce 4eflator and -real growth. 

f 
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TABLE 3.6--POSSIBLE ERROR RANGE OF GENERAL FUND REVENUE 
PROJECTIONS, 1974-76 TO 1978-80 

Biennium 

1974-76 

1976-78 

1978-80 

Source: Table 3.2. 

Projected 
Revenue 

$2,977.2 

3,683.8 

4,580.2 

($Millions) 

±$119.1 

+ 147.4

+ 183.2

state financial activity and to insure comparability with the manner of pres

entation in the budget. 

Exhibit C in the Report of the Comptroller showing all revenues includes 

contributions for retirement purposes and sales of alcoholic liquors and ex

cludes total A.B.C. profits. The retirement system contributions ($97.6 mil

lion in fiscal year 1971-72) constitute special revenues outside of the ap

propriation process. Sales of liquor ($164.4 million in fiscal year 1971-72) 

represent a business operation of the state and are not a true source of net 

revenue until allowance is made for the cost of goods sold and cost of opera

tion. A.B.C. profits ($25.1 million in fiscal year 1971-72) provide a better 

measure of net revenues. Therefore, total revenues as shown in Table 3.1 of 

this report are equal to total revenues shown in Exhibit C minus contribution 

for retirement purposes, minus sales of alcoholic liquors, and plus total A.B.C. 

profits (including the local share). This definition of total re�enues is fairly 

comparable to the concept of "general revenue" used by the Governments Division 

of the Bureau of the Census in its publication titled State Government Finances. 
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General Fund Revenue Alternatives 

Public Service Corporation Taxes 

The subject of public service taxation is large and complex, and 

there are many issues deserving study. Among them are differences in 

the taxation of intrastate and interstate firms, differences in the 

taxation of various types of public service corporations, and differ

ences in the taxation of public service and other types of corporations. 

We shall discuss in some detail the second point, make some comnents about 

the last one, and conclude with recommendations on the shape and direc

tion for any further efforts. 

Taxation of Different Types of Public Service Corporations 

We analyze the differences in taxation for two groups of public serv

ice corporations, the railroads and trucks operating in Virginia and the 

electric power companies, telephone companies, and gas companies in the 

state. The major shortcoming of such interindustry comparisons is their 

neglect of the issues of tax shifting and incidence, for all taxes are 

ultimately borne by individuals, not firms. Business taxes are initially 

imposed on firms but eventually are shifted through product price increases 

and/or factor-input price decreases to individuals in their capacities as 

consumers or suppliers of labor and capital. As a result, we are not jus

tified in discussing the fairness or unfairness of the distribution of 

taxes among businesses. 

Business taxes are, nevertheless, important for several reasons. 

They can have important effects on income distribution and incentives for 
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entrepreneurs to enter into economic activity. High business taxes 

can lead to loose co·st control and wwsteful expenditures because a 

significant portion of the expenditures will be paid by the govern-

ment in the form of lower tax collections. Most important are their 

non-neutral effects on resource allocation. Taxing one industry more 

heavily than another, assuming all other things remain unchanged, tends 

to drive labor and capital from the more he�vily taxed industry to the 

more lightly taxed one, thereby distorting the allocation of resources. 

Generally, the loss of output due to inefficient resource allocation 

will be greater the more non-neutral the business tax system. Usually, 

one indicator of the degree of non-neutrality will be disparities between 

the effective tax rates of individual firms and industries. 

Railroads and Trucks Operating in Virginia 

In order to analyze any disparities in taxation for railroads and 

trucks operating in Virginia, we select one form of effective tax rate, 

state and local taxes paid as a percentage of gross receipts.!/ A sig

nificantly higher ratio for either one would show that state and local 

governments in Virginia are taxing one mode of transportation more heavily 

than the other. It should be noted that these are aggregate figures and 

that results will vary considerably among individual railroad and trucking 

concerns. We think, however, that the figures do reflect the general trend. 

!/ No other bases, including net income, were available for calculating 
effective tax rates. 
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Sample Description and Data Sources.--For railroads the gross 

receipts and taxes paid are for the twenty-seven Class I railroad 

companies operating in Virginia in 1971. For trucks the data are 

for Class I intercity motor carriers in 1970 and have been collected 

for a sample of 25 trucking organizations, primarily interstate. These 

organizations operate mostly heavy vehicles (3 axles or more), and se

lecting them permits a comparison of the railroads and their chief com

petitors, the large trucks. Undoubtedly a sample including many smaller 

firms 'WOuld produce different results. Complete data for all the car

riers in Virginia, whose n\Dllber exceed 30,000 counting private carriers 

are, however, unavailable. In addition, a sample focusing only on big 

trucks is perhaps more relevant than a broader sample including truck

ing concerns (and trucks) of all sizes if our purpose is to compare 

competing operations. 

The data on state taxes and gross receipts for railroads were pro

vided by the State Corporation Connnission (SCC), and the figures on 

local taxes were obtained from the American Association of Railroads. 

The taxes are primarily on gross receipts at the state level and real 

property at the local level. For trucks the data on state and local 

taxes and gross receipts came from the Annual Reports of the Interstate 

Conmerce Commission (ICC), and information on mileage traveled in Virginia 

was furnished by the SCC. About 85 percent of the taxes are state fuel 

taxes, or highway user charges, with most of the remainder composed of 

state income and local property taxes. 

Methodology.--The ratios compare taxes paid with gross receipts 

earned in Virginia. Since most of the railroads and trucks in the sample 
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operated interstate, the figure for Virginia gross receipts could only 

be obtained by allocating total gross receipts to Virginia through sev

eral different estimating techniques. 

For railroads the ratio of miles of track in Virginia to total 

miles of track was multiplied by total gross receipts to yield a 

figure for Virginia gross receipts. The sec employs this method to 

determine Virginia gross receipts as the basis for computing the gross 

receipts tax paid by the railroads to the state. 

For trucks the comparable figure would seem to be miles of roads 

in Virginia compared to miles of road in other states, but this method 

provides no measure of the volume of business carried on in Virginia 

compared with other states. As a result, Virginia's gross receipt8 for 

trucking concerns were estimated by multiplying the total volume of gross 

receipts by the ratio of Virginia vehicle miles to total vehicle miles • .!/ 

Findings.--The effective tax rates for railroads and trucks are: 

Type of Public 
Service 

Corporation 

Railroads (1971) 

Trucks (1970) 

Gross Receipts 
Allocated to 

Virginia 
(Mil.) 

$ 330.5 

136.8 

State and Local 
Taxes 

(Mil.) 

$ 16.9 

4.2 

Effective 
Tax Rate 
(Percent) 

5.1 

3.1 

On the basis of these figures a substantial disparity appears to 

exist between the effective rates for railroads and trucks. In order to 

pinpoint the source of the disparity, the various trucking companies were 

ll To improve the comparison, a ratio for mileage traveled in Virginia 
by railroads could be utilized. Such figures were not available, and-the re
sults would probably not vary significantly if they were. 
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subdivided into categories based on travel in Virginia. In this way 

the thesis that out-of-state truckers pay substantially less than those 

operating in-state could be tested. By no means do our data provide a 

complete test of this thesis because all motor carriers in our sample 

are interstate operators. A broader sample, including intrastate car

riers, would provide a better look at the problem, and we suggest that 

it be used in any future study. 

The following table shows effective rates for trucking companies 

with principal terminals located in Virginia and those companies oper

ating in varying degrees in Virginia: 

Number Gross Receipts 
Truck in Allocated to State and Effective 

Cat!aon,.!./ Sample Virginia Local Taxes Tax Rate 
(Mil.) (Mil.) (Percent) 

Principal terminal 
in Virginia 6 $ 40.7 $ 1.9 4.7 

25 Per,:�ent or more 
of fuel taxes 
paid to Virginia 11 57.0 2.3 4.0 

15 Percent or more 
of fuel taxes 
paid to Virginia 17 105.6 3.2 3.0 

All 25 153.�/ 4.2 2.7 

!!I One of the carriers included in the first category does not appear 
in the second or third. This is perfectly plausible, since a carrier can 
be based in Virginia and yet operate primarily out-of-state. All other car
riers in the first category also appeared in the others. 

b/ This figure differs from the one in the first table because gross 
receipts here were allocated on a fuel tax basis rather than on a mileage 
basis. The difference in the ratios, 2.7 percent versus 3.1 percent, or 
about 10 percent, suggests that the fuel tax ratio does not deviate that 
significantly from the mileage ratio. 
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Some formidable data problems, not encountered in preparing the first 

table, hampered this effort. In particular, the sec by law cannot di

vulge mileage data for individual carriers; therefore, mileage could 

not be used to allocate the gross receipts of any sample smaller than 

the total sample. As a substitute gross receipts were allocated by the 

ratio of fuel taxes paid to Virginia to fuel taxes paid to all states 

in which the various carriers operated. These data were available on 

an individual basis from the ICC and do not appear to bias the results. 

In constructing the subgroupings the choice of the 25 percent and 15 

percent categories was somewhat arbitrary and was made only because 

the percentages for the various companies tended to bunch in the 25-30

percent and 15-20 percent ranges. Given the number of companies in 

each subgroup, the chosen categories seem reasonable. 

The table indicates that as more and more of the carriers traveling 

comparatively little in �irginia are encompassed in the sample, the ef

fective tax rate declines. The inference seems to be that the disparity 

between the effective rates of railroads and trucks would be lower if 

carriers operating only occasionally in Virginia paid their taxes at 

the same effective rate as do those using Virginia highways relatively 

more often. 

Analysis of the Findings.--Many transportation economists maintain 

that the effective tax rates of truckers and railroads, such as those just 

presented, are not comparable. Instead, they feel that user charges paid 

by truckers should be viewed as payments for right-of-way and that only 

payments by truckers to the general fund should be compared with railroad 
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taxes. Their case is based on railroads paying for the construction and 

maintenance of their own right-of-way, with all of their taxes, including 

property taxes on the right-of-way, going to state and local general funds 

and being used to finance general govermnent services not specifically re

lated to railroad operations. On the other hand, trucks have their right

of-way publicly provided, and the bulk of their taxes are user charges that 

defray highway expenditures (e.g., those for the construction and mainte

nance of highways) and come back to yield direct benefits to the truckers. 

In marginal terms their argument, based on the benefit principle of 

taxation, would be: 

Funds from an additional levy of highway user taxes 
will go towards additional construction and mainte
nance of highways while additional taxes on rail
roads are unlikely to provide railroads with mar
ginal benefits of such magnitude. 

Two methods for incorporating this user tax factor into the 

analysis are possible. One would be to calculate the annual railroad 

right-of-way expenses as a percentage of gross revenues and to add this 

fraction to the railroad tax ratio as already computed in order to ar

rive at a figure for the railroads' total effective tax rate. The cor

responding figure for trucks would be unchanged because truc�ers do not 

incur significant maintenance-of-way expenses other than highway user 

taxes. The total ratios would be: 

Railroads: 
general fund taxes +maintenance-of-way expenses 

gross receipts 

Trucks: 
general fund taxes + highway user taxes 

gross receipts 
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No maintenance-of-way ratios for the twenty-seven railroads used are 

presently available; nevertheless, a broad sample of railroads in the 

eastern United States, the southern United States, and the nation as 

a whole indicates that a figure in the neighborhood of 12 to 15 per-

1/
cent is reasonable.- Adding these figures to the original railroad 

ratio would put the effective rate in the 17 to 20 percent range as 

compared to an unchanged trucking figure of 3.1 percent. 

A second method of dealing with user taxes paid by truckers 

would be to eliminate them from consideration and to compare only 

general fund taxes paid by railroads and trucks. In this case, the 

railroad ratio would be unchanged at 5.1 percent, but the truck ratio 

would decline to .4 percent.l/ 

Some factors not yet considered may have exaggerated these total 

effective tax rate differentials. First, only the additional costs 

that railroads incur by maintaining their own right-of-way and not 

the benefits of ownership, which give an advantage to railroads, have 

been considered. Railroads may improve, repair, and, subject to ap

proval of the regulatory agencies, extend their right-of-way as they 

wish. Having no property rights to the public roads, truckers can 

exercise little discretion or control over their roadbed facilities. 

They must at best rely on indirect methods, such as exerting pressure 

on public authorities, before construction of new roads or repair 

!/ The figures may be found in Associati�n of American Railroads. 
Yearbook of Railroad Facts, 1972 (Washington: 1972), p. 66. The average 
for the United States is about 14 percent. 

1:/ As before, those truckers that pay more in total taxes to Virginia 
pay more in general fund taxes. 
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of existing roads is undertaken. Moreover, a sizeable percentage 

of highway funds come from the federal highway trust fund into 

which trucks pay federal user taxes. 'l1lese have been excluded from 

the ratios, which reflect only state and local tax payments. It is 

therefore incorrect to say that their state fuel tax payments alone 

are equivalent to total right-of-way payments. 

Unfortunately, it is impossible to agree on an accurate measure 

of the extent of the exaggeration caused by these two factors or any 

others that might be developed. For example, we would expect rail-

road operators to discount the benefits of ownership as negligible while 

truckers would consider them sufficient enough to cancel out the additional 

maintenance-of-way costs of railroads. Perhaps to discount 50 percent of 

the change in the effective tax rates modified first for railroads and 

then for crucks would be acceptable. With the first method that would 

make the total effective tax rate for railroads about 11 to 12.5 per-

cent (5.1 percent plus 6 to 7.5 percent) as compared with the truckers' 

3.1 percent. With the second method the total effective tax rate for 

trucks would be 1.8 percent (.4 percent plus 1.4 percent) versus the 

5.1 percent for railroads.l/ Although precision is not possible in 

making these comparisons, the disparities are sufficient to reinforce 
:::r 

the basic finding that effective tax rates for railroads are greater 

than those for trucks. 

Conclusion.--We have shown that railroads pay more state and local 

taxes than trucks but cannot conclude from this that trucks ought to pay 

1/ For railroads this is primarily an effort to quantify the ad
vantages of their ownership of the right-of-way. For trucks it is bas
ically an attempt to quantify the disadvantages of having the right-of
way publicly provided. 
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more. From the analysis we might make an equally cogent case for 

lowering railroad taxes rather than raising truck taxes. 

Electric Power, Telephone, and Gas Companies Operating in Virginia 

Electric power, gas, and telephone companies pay a variety of 

state and local taxes in Virginia with the largest ones being those 

on gross receipts and real property. The state and local effective 

t,qc rates used to discern any differences in taxation between the three 

relied on four different bases, gross receipts, assets, equity, and net 

income after taxes. 

For each type of public service corporation, the top five com

panies in terms of gross receipts were taken as a representative sam

ple. In each case, selection of the top five companies was sufficient 

to include those corporations accounting for 80 percent or more of the 

gross revenues earned during 1971, the sample year. The sec supplied 

all tax data and the values for the four denominators for intrastate 

corporations. For the corporations operating in states besides 

Virginia, there was the problem of deriving bases at least roughly 

comparable to those for intrastate corporations. The figures for 

Virginia gross receipts were provided by the sec, but for the other 

three measures, allocators for converting total figures to Virginia 

figures had to be em.ployed. Total net income after taxes was mul

tiplied by the ratio of operating revenues earned in Virginia, a fig

ure provided by the sec, to total operating revenues to estimate 

Virginia net income. For the assets and equity categories, the al

locator used to arrive at a Virginia figure was the ratio of the 
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value of the corporation's operating plant in Virginia to the value 

of the total plant.l/ 

Table 3.7 provides the effective rates for just state taxes and 

state and local taxes. Two observations may be drawn from it: 

1. The ratios do indicate some disparities in
effective tax rates among these types of
public service corporations. These dif
ferences are reduced by the relatively un
equal amounts of taxes collected from the
public service corporations by the various
localities, and may not be as significant
as they appear because of the variability
that the different denominators cause in
the calculation of the effective rates. If
we make the most important comparison, that
between electric power and gas companies,
which are competitive with each other to a
large extent, their effective state rate in
terms of gross receipts is the same, but the
higher local property taxes for power companies
cause the ratio in terms of gross receipts to 
be higher for power than for gas companies.
The three other measures all indicate higher
effective rates for the gas companies, but
the differences in property taxes paid by
the two actually reduces the discrepancies
produced by state taxes alone when using
these other bases. In terms of assets and
equity, gas companies pay 2.5 times as much
in state taxes but only 1.5 times as much
when state and local taxes are taken together.
Expressed as a percentage of net income, state
taxes for gas companies are 4 times as much as
state taxes for power companies as compared
with a 3:1 relationship with state and local
taxes.

2. Effective tax rates expressed in terms of net in
come are significantly higher than those expressed
in terms of gross receipts. Net income for public
service corporations is a relatively low figure

!/ Water companies, another class of public service corporations, 
were excluded from che analysis because of a lack of available data. If 
possible, we would recommend their inclusion in a future study. 



Category 

Electric Power 
Companies 

Telephone 
Companies 

Gas Companies 

Category 

Electric Power 
Companies 

Telephone 
Companies 

Gas Companies 

TABLE 3.7.--EFFECTIVE TAX RATES OF ELECTRIC POWER, TELEPHONE AND 
GAS COMPANIES IN THE STATE OF VIRGINIA, 1971 

As a Percent 
of Gross 
Receipts 

3.6 

3.1 

3.6 

As a Percent 
of Gross 
Receipts 

9.1 

6.8 

6.5 

(Percent) 

As a Percent 
of Assets

0.6 

2.2 

1.6 

State Taxes 
As a Percent 

of Equity 

1.6 

3.8 

3.8 

State and Local Taxes 
As a Percent As a Percent 

of Assets of Equity 

1.6 

4.7 

2.9 

4.0 

8.1 

6.9 

As a Percent 
of Net Income 
After Taxes 

16.1 

19.3 

69.6 

As a Percent 
of Net Income 
After Taxes 

41.3 

41.5 

126.4 

Source: State Corporation Commission, Statement Showing the Assessed Value as of January 1, 1972, 
of the property of telephone companies, gas companies, and power companies, and taxes ex
tended for the year 1972. 

I 
\C 
N 
I 
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because their rate of return is set by a regulatory 
agency and because there may be few incentives to 
generate profit, but these data do reinforce the 
observation that public service corporations would 
pay much less in state taxes with a tax based on in
come rather than on gross receipts.!/ 

Recommendations for Further Study 

Besides topics suggested for further study given in the text and 

the potential for refiniug any of the analysis already done, we do have 

several specific reconmendations on the scope and direction of future 

efforts: 

1. That a compari�on be made of state and local
taxes paid by public service corporations and
other industries in Virginia. Non-neutralities
in the tax structure induce resource flows be
tween the public service sector and non-public
service sector as well as within the public
service sector. The basic indicator of any
disparities could be the ratio of state and
local taxes to gross receipts or value-added.
Value-added figures for most Virginia manu
facturing industries are available from U. s.

Bureau of Census, Census of Manufactures for
1967 and soon to be available for 1971; for
public service corporations, value-added fig
ures could be easily derived from the gross
receipts data available at the scc.l:l Un
fortunately, data on state and local taxes
in Virginia are not presently available on
an industry-wide basis and would have to be
generated by the State Department of Taxation
or elsewhere.

!/ See John L. Knapp et al, Fiscal Prospects and Alternatives 
(Richmond: Division of State Planning and COD1Dunity Affairs, April, 
1971), pp. 88-89 for this same finding. 

1:./ The use of value-added would avoid the downward biases in 
the net income of public service corporations and the potential for 
double counting in the g.,:oss receipts of any manufacturing indu8tries 
that have vertically it�t::�grated firms. 
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2. That for each public service corporation sector
a determination of the ability to pay taxes ought
to follow from an examination of the structure of
the individual firms, the degree of competition in
each sector, both intrastate and interstate, the
profitability within each sector, and any other
critical factors. Effective tax rates are useful
in quantifying the problem, but final policy recom
mendations must rest on a more thorough analysis.

3. That with respect to the taxation of trucks and rail
roads:

a. A transportation economist should be hired
to completely investigate the issues, some
of which were covered in our earlier section.
The economist could probably be employed for
a specified time period (e.g., one year).

b. The individual ought to be granted full ac
cess to statistics, records of previous
studies, testimony of witnesses, etc., held
by the sec, the Division of Motor Vehicles,
the State Highway Department, and any other
relevant agency.

c. In particular, the economist should thoroughly
investigate the issue of the taxation of trucks
versus the taxation of other modes of transporta
tion.,!/

1/ A detailed memorandum, setting out many of the points that a study 
attempting to look into this issue would have to cover, is on file with the 
staff of the Revenue Resources and Economic Study Coumission. 
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Individual and Fiduciaries Income Tax 

Introduction 

The 1971 extra session of the General Assembly adopted an individual 

income tax structure that conforms in large part with the federal income 

tax structure. Moreover, the 1972 session of the legislature added 

a bracket with a slightly higher marginal rate to the top of the rate 

schedule. In the first section, the present structure and rate schedule 

are reviewed. A comparison with other states is made in the second 

section, and proposed rate schedules and their revenue impact are then 

analyzed. In the next section there is a brief discussion of three 

structural issues - adoption of the federal exemptions, capital gains 

taxation, and exclusions from the adjusted gross income (AGI) used to 

determine tax liabil�ty. The fourth section indicates the potential 

for federal collection of the state individual income tax under the 

federal general revenue sharing law. Finally, an income tax credit on 

food for home consumption is discussed. 

The Present Structure and Rate Schedule 

The present or conformity structure became effective January 1, 

1972. Its basic elements are: 

1. $600 exemption for three classes, personal, dependent,
and blindness,and, beginning in 1973, a $1,000 exemption
for age sixty-five or over. (The federal exemption for
all classes is $750.)

2. The federal maximum standard deduction of 15 percent up
to $2,000.

3. The federal minimum standard deduccion of $1,300.
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4. Existing treatment of joint returns (or no provision
for a split income option).

Under the preconformity structure, exemptions were $1,000 for a 

personal exemption, $300 for a dependent exemption, $600 for age or 

blindness. and $700 for single head of household; the maximum standard 

deduction was 5 percent up to $500. 

The present rate schedule also became effective January 1, 1972, 

and is only slightly different from the previous one: 

Previous Rate 
Schedule 

Taxable Income 

First $3,000 
$3,001 - $5,000 
$5,001 and over 

2% 
3% 
5% 

Present Rate 
Schedule 

Taxable Income 

First $3,000 
$3,001 - $5,000 
$5,001 - $12,000 
$12,001 and over 

2% 
3% 
5% 

5. 75%

With the existing structure it can be expected to produce about 3.6 
. 1/ 

percent more in revenue than the previous rate schedule.-

Chart 3.2 shows the distribution of tax receipts by AGI class under 

the preconformity structure and the previous rate schedule for tax 

year 1971. The distribution for the present structure and rate schedule 

is quite similar. Chart 3.3 shows 1971 returns distributed by AGI 

class. 

1/ The basis for this estimate and all others under the individual 
income tax is Virginia Department of Taxation, "Statistics of Virginia 
Individual Income Tax Returns for Taxable Year 1971," Special Computer 
Printout (Richmond: February, 1973). Not incorporated into the computer 
tabulations were changes adopted by the 1973 session of the General 
Assembly in Senate Bill No. 876. This bill increases the exemption for 
those age sixty-five and over from $600 to $1,000 and extends the retire
ment income exclusion to the first $1,000 of retirement benefits received 
by the surviving spouses of civil service retirees and by the surviving 
spouses at least age sixty of military retirees. These changes will 
be effective for calendar year 1973. In 1971 the three modifications would 
have caused revenues to decline by $1.5 to $3 million. 



TOTAL TAX 
RECEIPTS 

$MILLIONS 

45 

40 

36 

30 

26 

20 

19 

18 

17 

16 

16 

14 

13 

12 

11 

10 

9 

B 

7 

6 

6 

4 

3 

2 

1 

� l...: 

Note: Structure and rates were those applicable 
to tax year 1971 returns. 

CHART3.2 

TOTAL INDIVIDUAL INCOME TAX RECEIPTS 
BY AGI CLASSIFICATION 

TAX YEAR 1971 

Adjusted Gross Income • Class Intervals ($Thousands) 

Source: Department of Taxation, Special Computer 
Printout, February, 1973. 

I 

"' 
.... 



NUMBER OF 

RETURNS 

THOUSANDS 

CHART3.3 

TOTAL NUMBER OF INDIVIDUAL INCOME 
TAX RETURNS BY A(31 CLASSIFICATION 

TAX YEAR 1971 

180 -----------------------------------------------, 

170 

160 1-------

150 

140 t----

130 

120 

110 

100 

90 

80 

70 

60 

50 

40 

30 

20 

10 

0 

Source: Appendix, Table A.4. 
Adjusted Gross Income· Class lntervals{$Thousands) 

I 

ID 
co 
I 



-99-

Comparisons with Other States 

As of December 31, 1971, forty-one states plus the District of 

1/ 
Columbia imposed an income tax on individuals.- Twenty-nine states 

f d h h f d 1 
. . 2/ con orme t eir tax to some degree to t e  e era provisions.-

Table 3.8 compares the exemptions granted by the states and the District 

of Columbia, and Table 3.9 shows their standard deductions. For 

Virginia the preconformity exemptions and standard deduction and 

the present exemptions and standard deduction, given in parentheses, 

are provided. 

The present rate schedule in Virginia is compared to those in 

the other states in appendix Table A.5. The majority of the states 

had rate schedules with more than two brackets below $5,000 and/or 

with several brackets above $5,000. Their marginal rates typically 

rise from 1 or 2 percent on the first $1,000 or $2,000 of net taxa

ble income through four or five brackets to 7 or 8 percent on net tax

able income between $10,000 and $15,000. These schedules therefore are 

more progressive than the present one in Virginia. Among contiguous 

states, Maryland had three $1,000 brackets to $3,000 and a 5 percent 

rate on net taxable income over $3,000; however, Kentucky, North 

Carolina, West Virginia, and the District of Columbia had more pro

gressive rate schedules than the present one in Virginia. Tennessee 

taxed only interest and dividends as explained in an earlier footnote. 

!/ Two additional states, Tennessee and New Hampshire, limit the 
tax to interest and dividends, and Connecticut taxes only capital gains. 

'1:/ Advisory Conunission ou Intergovernmencal Relacions, Seate - LOcal 
Finances and Suggested Legislation, 1972 Edition (Washington: Government 
Printing Office, 1972),pp. 211-213. 
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TABLE 3.8.--STATE INDIVIDUAL INCOME TAXES: 

State 

Alabama .......•...... 
Alaska .............. . 

Arizona ............ .. 

Arkanlll53 ••••••••••••• 

Califomia 3 .......... .. 

Colorado4 ••••••••••••• 

Delaware •.••.•••••.•• 

Georgia6 • • • • • • • , • • • • • • 

Hawaii4 ............ .. 

ldaho
4

,
9 

........••.•.. 

Illinois ............. .. 
lndiana

4 ............ .. 

lowa3 .............. . 

Kansas
4 •••••••••••••• 

Kentuc:ky3 .......... .. 

Louisiana' 1 ••..•...•.• 
Maine ............... . 
Maryland ............ . 
Massachusetts• •1 3 •••.••• 
Michigan ............. . 

Minnesota3 
•
4 • • • • • • • • • • • 

Mississippi ............ . 
.Missouri ............ .. 
Montana ............. . 

Nebraska
4 

•••..•••••.•• 

New Hampshire15 ••••••• 
New Jersey" . . . . ·. . . . . . 
New Mexico .......... . 
NewYork11 .......... . 
North Carolina • . . . . . . . . . 

North Dakota .......... 
Ohio left. 1/1/72121 •••••• 
Oklahoma ..•........•. 
Oregon ....•.......... 
Rhode Island .......... . 

South Carolina . . . . . . . . . . 
Tennessee 16 • • • • • • • • • • • 

Utah .............. .. 
Vermont4 ............ . 

Virginia 23 • • • • • • • • • • • • • 

West Virginia ........•.. 
Wisc:onsin3 •4 ••••.•••••. 
Dist. of Columbia ....... . 

Sae footnotes at the end of table. 

PERSONAL EXEMPTIONS, DECEMBER 31, 1971 

Personal exemption 

Single 

$1,500 
2 

1,000 
17.50(1,7501 

25(2,2501 

750 
6005 

1,500 
650 
650 

1,000 
1,000 

15(1,5001 
600 

20(1,0001 

2,500(501 
1,000 

800 
2,000 
1,200 

20(1,0541 
4,000 
1,200 

600 
2 

600 
650 

650 
1,000 

600 
500 
750 

800 

600 
2 

1,000 (600) 

600 
12(4291 

1,000 

Married 
lioint retuml 

$3,000 
2 

2,000 
35(3,2001 
50(4,5001 

1,500 
1,200 
3,000 
1,300 
1,300 

2,000 
2.00010 

30(2,2501 
1,200 

40(2,0001 

5,000(1001 
2,000 
1,600 

2,600-4,600 
2,400 

40(1,6691 
6,000 
2,400 
1,200 

2 

600''

1,300 
2 

1,300 
2,000 19 

1,500 
1,000 
1,500 

2 

1,600 

1,200 
2 

2,000(1, 200) 

1,200 
24(8571 

2,000 

Additional exemption on account of •· 

Dependents 

$300 

600 
6(2671 
8(4001 

750 
600 
700' 
650 
650 

1,000 
500 

10(3701 
600 

20(1,1111 

400(81 
1,000 

eoo•2 

600 
1.200 

20(5581 

400 
600 

2 

650 
2 

650 
60020 

600 
500 

750 
2 

90022 

600 
2 

30024(600)

600 
12(4461 

500 

Age' 

$1,000 

750 
600 
700 
65o' 
650 

1,000 
500 

15 
600 

20(1,0001 

1,000 
eoo•2 

600 
1.200 

14 

600 
2 

650 
2 

650 
1,000 

600 
500 
750 

2 

800 

600 
2 

600(600) 

600 
7 

500 

Blindness' 

$500 
17.50 

8(4001 

750 
600 
700 

5,000 
650 

1,000 
500 

15 
600 

20(1,0001 

1,000(201 
1,000 

800 
2,000 
1,200 

600 

14 

2 

650 
2 

650 
1,000 

600 
500 
750 

2 

800 

600(600) 

600 

500 
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TABLE 3.8.--STATE INDIVIDUAL INCOME TAXES: 
PERSONAL EXEMPTIONS, DECEMBER 31, 1971 (Continued) 

1 In most Sr••.,. Dllltical exernptiOl'I is allowad far• IPOU• if she mNts the age and blindnNI condition. In Muuchusetn the deduction for 
blindn- is allowed....- bu.,.._ income only. In Hawaii the SS.000 blindnea deductioft is aHowad in lieu of the penon .. exemption. 

:a Sinn die SUll.e •• is bllMd on ei1ller hdenl ru.abl• income or federal ta. liability. in eff9ct. f9daral penonal excmpt:ions •• adapted. 
1Personal exemptions and cradirs for dependents are allowed in the form of tax credits which •• deductible from an amount of taic. With respect 

ID panonal exemptions., the sum in pa,enth .... it tM e.11:emption equivalent of the tu: credit ua,ming that the exemption is deducted from the 
lowest brackets. With rflPICt to the dependency exemptions; the sum in parentheses is the amount by which the first depandlnt raisn th1 lwel at 
which• m•rial - o, hNd of family- raxllll•. 

• 1 n addition to the penanal examption deductions, a sales tM credit or clllh rlmlte ( in the case of Kansas. Minnesota and Wiscontin • pl'Oplrty 
tu c:n,djr or cash r911a11I is providod. SN table 96. 

'An additional $300 ... amprion is alklwod if rho raxpavor is rho hud ol a houNhold. 
• 1n addition to the penanal oamption daductions. aow income tax cradits ant provided. The crediu range from St to $15 for single penan1witll 

F-al adju- .,_ income undw $3,0IS, and $1 to $30 for m.-riod persons filing joint returns with F-.1 AGI undor $6,030. 

'The aamprion is all- for studMts r_.r1- of 9 or income. For srud9nrs beyond rh• high school I-. $1,400 per d--n• and $700 if 
Ille taxpayw.is a sr.-,. A taxpayllt' who h• ulld a student capandenr ro qualify as Ille h•od ol a houuhold is all- only• 1700 uomption fo, 
lllar srudanr.-.-•u. 

1 Individuals •tlbli.,ing � in H-ii alNr Ille• of 65 ... subjoct ro - on income from H-i ,aur- anly (rht rax is impolld on the 
llfltire tulbl• income of reid111t individ111b. estat111. and trusts). 

"In addi1ion ro lhe penonal •-•ion doducliom, • $10 lax crodir is•- for eKh permnal P-ion. 
'"Each_ .. is or,tilled ro lht 1- ol Sl,000 or adjusrod graa inc:ame !minimum of $500 uchl. 
''The aempli--cndirs for �II.,. dlductible tram th• I- incom• brack•1--ivalMr ro "'9 tax credits- in,..,..,"-
'"An additional pomprion of S800 is.,_ for nch �.,, 65 ynn of ... or over. 
'"Thta...,prions- --••-againstbusi-income. including ulari•and-: aopocific aaemption of$2,000for- raxp-. 

In addition, •.._.....,,,••-•ion of $600 is al- for • dependorlr ,rpou• who ha incom• from all IDUrml of ..,. ,han $2,000. In lh•
of • joinr r•rurn, the ... amprion is Ille - of 111 $4,000 o, 121 $2,600, plus the income of di•_. ...,ing the -ler income. 

1 • An-irional - cradir of $20 is all- for NCh rupayer or_.. who h• ,-hod lht - of 65. Addir- la crldia for die blind: u-,ia,1, 
$20; married, S25 for nch apause. 

''The• -'•anfy"' in--div- N-H-lhinal50 impo1naft -,imutor's incGM -· 
'• An addirional uamption of S800 ii allowed a married woman with ..,... •• income; ;oint returns.,. not ptffltinad. 
1 'In -ilion "' the.........., uamprions, Ille following rax c:rodils.,. ,ranrod: Singla _., $10; married raxpayars and h- ol houlohold._ $25. 
11 ln-ilion ro rha pe,_,.. uamprionl, the following - cradin.,. granlld: Single-"· $12.50; ,...,..;.i ta•payen and - of houllllolcll. 125. 
•• An-- •-ion of $1,000 is al- a married -.n wirb -·" incame; joint rtlul'M •• nor pennilred. 
Hplul M -irional $600 for Heh� who is a lul�tiffl9 student ar an a:crodilod uninnily or coll1911. 
1 1 Maximum parmnal exemption i1 S3JJOO par mum. 
"'The-ion ••-..,�-•ht•ol 21 ilthty-•.-rsin _, ___ , arc:ol._. 
•,,..,_.-ions c........, m $600 per •-lion al- for F- i- tax - •lfacrive for 111--baginni,. on or altar 1/1/72. 
••e ............ for_..,.._, of ............. - isll,000. if.....-, is fa-. mother,-· cfauth,..., asrw or blather. 

Source: Commerce Clearing House, State Tax Reporter, as shown in 
Advisory Commission on Intergovernmental Relations, State - Local 
Finances and Suggested Legislation, 1972 Edition (Washington: 
Government Printing Office, 1972), pp. 208-209. 
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TABLE 3.9, --STATE INDIVIDUAL INCOME TAXES: USE OF STANDARD 
DEDUCTION AND OPTIONAL TAX TABLE, DECEMBER 31, 1971 

State 

Alabama" ....•••.•.....•...•. 
Alllka2 •••••••••••••••••••• 
Arizona ................... . 
Arkansas .•...••••........... 
California .••••••...•.•...••. 

Colorado2 ••••••••••••••••••• 
Delaware• ...••••..........•. 
Giorgia . . . . . . . . . . . . . . . . . . .  . 

Hawaii .................... . 
ldlho2 ••••••••••••••••••••• 

Illinois .•.•..•..•••••••..•.. 
Indiana •..•.•..•.•.•.••.•... 
Iowa ..................... . 
�2 •••••••••••••••••••• 
Kantuc:lcy5 ................. . 

Louisiana ••.••.••..••.•.•... 
Maine ..................... . 

Mayland .................. . 
Maaachuutts .....••......... 
Michigan ................... . 

Minnesota • • . • • • • • • . . • • . . . • . . 
M!9'issi�pi • . . . • • • • • • • • • • . . . • . 
MIIIOUfl ................... . 
Montana ..•••••.•.•••..•.... 
Nebraska' •.•.•••.•••••••••.• 

NawJ4rsey .....•..•..•....•. 
New Mexir:o2 •••••••••••••••• 
New York .•..•••.••.••••.••• 
North Carolina ....•........... 
North Oakota2 ••••••••••••••• 

Oklahoma ..•••.••.•.•.•....• 
Oregon• . . . . . . . . . . . . . . . . .  . 

Pennsylvania •..•...•.•.•....• 
Rhode Island ...•.•.•••••.....• 
South Carolina . . . . • • • . • • • • . . . 

Utah ...........•...•...... 
Vermont2 ••••••••••••••••••• 
Virginia ...•........•.•••... 
West Virginia •••..•........•.. 
Wisr:orosin2 • • • • • • • • • • • • • • • • • • 
Dist. of Columbia ..•..••..••..• 

Percent1 

10 J 
10 
10 

10 
10 J 
1b 

5 J 

10 
10 
10 

10 
10 
5 

10 
•

13 
J 

13 
10 
• 

15 J 

. . . ·,
10 

10 
10 
5(15) 

10 
11 
10 

Size of standMd ct.duction 

Single 

Sl,000 
• 

500 
1,000 
1,000 

1,000 

• 

1,000, 

250 

500 

1,000 
1,000 

500 

1,000 
500 
500 
500 

1,500 
• 

1,500 
500 

•

2,000 
•

. . . .• 

500 

1,000 
1,00il 

500(2,000) 
1,000 
1.250 
1,000 

Maximum 

Separate 
return 

$1,000 
•

500 
500 

1,000 

500 
500 

• 

500 
• 

250 

500 

500 
500 
500 

1,000 
500 
500 
500 

• 

500 3 

1.000, 

. . . ·, 
500 

500 

Married 

500 
250(1,000) 

• 

625 
500 

Joint 
return 

s,.ooo. 

1,000 
1,000 
2,000 

1,000 
1.000. 
1.000. 

500 

1,000 
1,000 
1,000 

1.000 
1,000 

500 
1.000. 

2.000. 

. . . .. 

1.000 

1,000 

1,000 
500(2,000) 

1,000 
1,250 
1.000 

Optional 
tax 

table 

X 
X 
X 

X 

X 

• X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

Note: Excludes New Hampshire and TennlHSIII where the tax applies to intffflt and dividends only, and Connecticul where ta• apptiel to capital gains. 

1 Amount of <standard deduction is 91tneralfv beNCI on gross income after business expenHS. The detailed provisions vary. 
1 A low income allOV1111nce is provicMd. 
sSinct the Staie usn eilher tM F .. ral l8ll base or Federal r1x liability in computing the State rax. in effeci, che Federal standard cteductioli is 
lldlptod. 

• 1n lieu of ell other -uc1ian1 oxcapt F-i- ION up 10 $300 la< individual1 ancl S600 far marriod muplo1 lili111 joint return. 
1 In lieu of Dlhor deduction• •••1111 F.- i- IP•.• .-d dllductian al $500 may bo taken if adjuated INI• income is••_, $1,000. 

If adjusted grou incoma ii lNI than $8.000,raxpayers may u• Gptional IP table. 
• The standard deduction ellOMad • married couple may bl' caken t,, aither or divided bltWNn them in aadl proportion • they may elect. 
"An additional SSOO i1 allowad • married woman with saparate incame; joint raturna are not permitted. 

Source: Commerce Clearing House, State Tax Reporter as shown in Advisory

Coumission on Intergovernment Relations, State - Local Finances and Sug

gested Legislation, 1972 Edition (Washington: Government Printing Office,

1972), p. 210. 
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The burden of Virginia's income tax can be compared to the burden 

in other states on a national and regional basis. In 1970 and 1971 the 

burden of our state income tax was greater than the national average 

burden of state and local income taxes according to three overall measures 

given in Table 3.10. The present structure and rate schedule would cause 

a slight increase in Virginia's overall burden; as a result, our rela

tive position would probably remain the same. 

At the regional level, effective tax rates for selected taxpayers 

at different levels of income for Virginia and contiguous states would 

best illustrate the comparative burden. If the comparison were made for 

1971, it would show that in general the Virginia income tax before the 

recent changes placed a relatively lighter burden on individual taxpayers 

while rates on families were fairly comparable. The only exception would 

be West Virginia, where effective rates were generally lower than in 

Virginia for both individuals and families. Applying the present conform

ity structure and rate schedule in Virginia would, on the whole, bring 

the effective rates for these typical taxpayers closer to those in West 

Virginia. By March, 1973, the surrounding states had made no substantial 

changes in their individual income taxes; as a result, the findings based 

on the 1971 comparison would still apply. In short, the recent changes 

in the structure and the rate schedule would have little or no effect on 

the relative burden of Virginia's individual income tax at either the 

regional or national level.11 

}j Advisory Conmission on Intergovernmental Relations, State -
Local Finances and Suggested Legislation, 1972 Edition (Washington: 
Government Printing Office, 1972),pp. 201-213; Prentice-Hall, Inc., 
State and Local Taxes: All States Tax Guide. 1973. 
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TABLE 3.10.--STATE AND LOCAL INDIVIDUAL INCOME TAX BURDEN. 1970-71 

Virginia 

U. s. Average {incl. D.C.)

Average of States and the 
District of Columbia that 
Impose an Individual In
come Tax 

State and Local Individual 
Recei:ets in Fiscal Year 

Per $1,000 
Per Capita of Personal 

in 1971 Income in 1971 

$ 66.39 $ 17.01 

57.56 13.85 

64.95 15.49 

Income Tax 
1970-71 
Per $1,000 
of Federal 
AG! in 1969 

$ 24.32 

19.72 

21.97 

Sources: Advisory Comnission on Intergovernmental Relations, 
State - Local Finances and Suggested Legislation, 1972 Edition, 
{Washington: Government Printing Office, 1972), pp. 217 and 218; 
Kenneth E. Quindry, State and Local Revenue Potential. 1971, SREB 
Research, {Atlanta, Georgia: Southern Regional Education Board, 
1972), pp. 32-43; U.S. Department of.Co1J111erce, Bureau of the Census, 
State Government Finances in 1971, GF71, No. 3, (Washington: Gov
ernment Printing Office, June 1972), p. 50. 

Pro:eosed Rate Schedules 

Revenue from the income tax could be increased again by changing 

the present rate schedule. In Table 3.11 nine proposed rate schedules 

along with the present one are given. The effect that the rate sched

ules have on the tax liabilities of eight typical taxpayers at seven 

selected levels of AG! are shown in Table 3.12. The amount of rev

enue that each would have produced in tax year 1971 is presented in 

Table 3.13. 

Schedules 1 and 2 revert to the brackets in the previous rate 

schedule but raise the rates. In Schedule 1 the additional 1 percent 

on taxable income o� $5,001 and over would have increased revenue by 

$26.6 million or 8.2 percent. Raising the rate 1 percent in each brae· 

in Schedule 2 imposes an additional burden on all taxpayers and would 
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TABLE 3.11.--THE PRESENT RATE SCHEDULE AND PROPOSED RATE 
SCHEDULES FOR THE TAX ON INDIVIDUALS AND FIDUCIARIES 

Schedule 
Taxable Income 

First $3,000 
$3,001 - $5,000 
$5,001 and over 

Schedule 
Taxable Income 

First $2,000 
$2,001 - $5,000 
$5,001 and over 

Schedule 
Taxable Income 

First $2,000 
$2,001 - $5,000 
$5,001 - $8,000 
$8,001 - $15,000 
$15,001 and over 

Schedule 
Taxable Income 

First $3,000 
$3,001 - $5,000 
$5,001 - $10,000 
$10,001 - $25,000 
$25,001 - $50,000 
$50,001 and over 

1 

3 

5 

7 

Present Rate Schedule 

Taxable Income 

2% 
3% 
5% 

First $3,000 
$3,001 - $5,000 
$5,001 - $12,000 
$12,001 and over 5.75% 

Proposed Rate Schedules 

2% 
3% 
6% 

2'7.. 
3% 
6% 

2% 
3% 
5% 
6% 
7% 

2% 
3% 
5% 
6% 
7% 
8% 

Schedule 9 

Schedule 2 
Taxable Income 

First $3,000 
$3,001 - $5,000 
$5,001 and over 

Schedule 4 
Taxable Income 

First $2,000 
$2,001 - $5,000 
$5,001 - $10,000 
$10,001 and over 

Schedule 6 
Taxable Income 

First $5,000 
$5,001 - $8,000 
$8,001 - $15,000 
$15,001 - $25,000 
$25,001 and over 

Schedule 8 
Taxable Income 

First $2,000 
$2,001 - $5,000 
$5,001 - $10,000 
$10,001 - $25,000 
$25,001 - $50,000 
$50,001 and over 

Taxable Income Rate 

First $2,000 2% 
$2,001 - $5,000 3% 
$5,001 - $8,000 5% 
$8,001 - $15,000 6% 
$15,001 - $25,000 7% 
$25,001 - $50,000 8% 
$50,001 and over 9% 

3% 
4% 
6% 

2% 
3% 
5% 
7% 

2% 
3%· 
5% 
7% 
8% 

2% 
3% 
5% 

7% 
8% 
9% 



TABLE 3
1

12. --TYPI!,!!, T!!!!PAYERS T!l!! LU§ILITY IIIIDEII PRESE111: STIUIC1'Uls!/ I/ITH PRESENT .A11D PR01'1lSED RATE SCHEDULES 

Adjusted Grosa Income�/ 

Indtvt5lual Under 6S 
$ 3,000 

5,000 
1,SOO 

10,000 
15,000 
20,000 

couele ��d��
o 

65�;/ 
$ 3,000 

5,000 
7,500 

10,000 
16,000 
20,000 

Famtl;i ��,.:�ee£/ 
$ 3,000 

S,000 
7,500 

10,000 
15,000 
20,000 

[am& l:t !� '���r£/ 
$ 3,000 

5,000 
7,500 

10,000 
15,000 
20,000 

Famllx !�·��e£1

$ 3,000 
5,000 
7,500 

10,000 
15,000 
20,000 

Famttx !�·���£/
$ 3,000 

5,000 
7,500 

10,000 
15,000 
10,000 
50,000 

Individual over 65 
$ 3,000 

5,000 
7,500 

10,000 
15,000 
20,000 
50,000 cl Coue le Over 65-

$ 3,000 
5,000 
7,500 

10,000 
15,000 
20,000 
50,000 

Present Rate 
Schedule 

22.00 
63.00 

150.00 
265 .oo 
493.00 
734.50 

2,304.25 

10.00 
50.00 

120.00 
235.00 
460.00 
700.00 

2,269.75 

38.00 
102,00 
205,00 
430.00 
665 .50 

2,235.25 

26.00 
84.00 

175.00 
400.00 
631.00 

2,200.75 

14.00 
66.00 

145.00 
370.00 
596,50 

2,166.25 

2.00 
52.00 

117.00 
340.00 
562.00 

2,131.75 

2.00 
42.00 

108,00 
215,00 
440.00 
677 .oo 

2,246.75 

10.00 
60.00 

135.00 
360,00 
585.00 

2,154.75 

__ 1 __ __2 __ 

22.00 33.00 
63.00 94,00 

156,00 206.00 
294.00 344.00 
564.00 614.00 
816.00 866,00 

2,454.00 2,504,00 

10.00 15,00 
50.00 75.00 

120.00 170,00 
258.00 308.00 
528.00 578,00 
780,00 830.00 

2,418.00 2,468.00 

38.00 57.00 
102.00 146,00 
222.00 272.00 
492.00 542.00 
744.00 794.00 

2,382.00 2,432.00 

26.00 39,00 
84.00 122.00 

186.00 236.00 
456.00 506,00 
708.00 758.00 

2,346.00 2,396.00 

14.00 21.00 
66.00 98.00 

150,00 200.00 
420.00 470.00 
672.00 722.00 

2,310.00 2,360.00 

2.00 3,00 
52,00 78.00 

117.00 166.00 
384,00 434,00 
636.00 686,00 

2,274.00 2,324.00 

2.00 3,00 
42,00 63,00 

108,00 154.00 
234.00 284,00 
504,00 554.00 
756 .oo 806.00 

2,394.00 2,444.00 

10.00 15.00 
60.00 90.00 

138,00 188.00 
408.00 458,00 
660.00 710.00 

2,298.00 2,348.00 

!I All income 1a auumad to be in the form of aalariea and waaes. 

'ta Liabiltt 
Altemativa Rate Sc:hedulea 

__ 3 __ __ 4 __ __5 __ __6 __ 

22.00 22.00 22.00 22.00 
73.00 73,00 73.00 62,00 

166.00 160.00 160.00 ns.oo 
304.00 275,00 275.00 187,00 
574,00 548.00 544.00 410,00 
826.00 842,00 812.00 652.00 

2,464,00 2,753.00 2,723.00 2,752.00 

10.00 10.00 10.00 10.00 
55.00 55,00 55.00 50,00 

130.00 130,00 130,00 100.00 
268,00 245,00 245,00 169.00 
538,00 506.00 508.00 380.00 
790.00 800,00 770.00 610.00 

2,428.00 2,711.00 2,681.00 2,704.00 

38.00 38.00 38.00 38.00 
112,00 112.00 112,00 88,00 
232.00 215.00 215.00 151.00 
502,00 464.00 472.00 350.00 
754.00 758,00 728,00 568.00 

2,392,00 2,669.00 2,639.00 2,656.00 

26.00 26.00 26,00 26,00 
94,00 94.00 94.00 76,00 

196.00 185.00 185.00 133,00 
466.00 422.00 436.00 320,00 
718,00 716.00 688.00 530.00 

2,'.B6,0D 2,627.00 2,597.00 2,608.00 

14.00 14.00 14.00 14.00 
76,00 76,00 76.00 64.00 

160.00 155.00 155.00 115.00 
430.00 380.00 400,00 290.00 
682.00 674.00 652.00 500,00 

2,320.00 2,585.00 2,555.00 2,560.00 

2.00 2.00 2.00 2.00 
58,00 58.00 58,00 52.00 

127,00 127 .00 127 .oo 98,00 
394.00 350.00 364,00 260.00 
646.00 632.00 616,00 470,00 

2,284.00 2,543.00 2,513,00 2,512.00 

2.00 2.00 2,00 2.00 
43.00 43,00 43,00 42,00 

118,00 118.00 118,00 92.00 
244.00 225.00 225.00 157 .oo 
514,00 478.00 484.00 360,00 
766.00 772.00 742,00 582.00 

2,404.00 2,683,00 2,653.00 2,672.00 

10.00 10.00 10.00 10.00 
70.00 70.00 70.00 60.00 

148,00 145.00 145,00 109.00 
418.00 370,00 388,00 280.00 
670.00 660,00 640.00 490.00 

2,308.00 2,571.00 2,541.00 2,544.00 

__ 1 __ 

22.00 
63.00 

150,00 
265.00 
514.00 
766,00 

2,593.00 

10.00 
50.00 

120.00 
235.00 
478,00 
730.00 

2,551.00 

38,00 
102.00 
205.00 
442.00 
694,00 

2,509,00 

26.00 
84,00 

175.00 
406.00 
658.00 

2,467 .oo 

14,00 
66,00 

145.00 
370,00 
622.00 

2,425.00 

2.00 
52,00 

117.00 
340.00 
586,00 

2,383.00 

2.00 
42,00 

108.00 
215.00 
454.00 
706,00 

2,523.00 

10.00 
60,00 

135.00 
360.00 
610,00 

2,411.00 

__s __ 

22.00 
73,00 

160.00 
275.00 
548.00 
842.00 

2,942.00 

10.00 
55.00 

130.00 
245.00 
506.00 
800,00 

2,894.00 

38.00 
112.00 
215,00 
464,00 
758.00 

2,846.0(1 

26.00 
94.00 

185.00 
422.00 
716.00 

2,798.00 

14.00 
76.00 

155.00 
380.00 
674.00 

2, 750,00 

2.00 
58.00 

127 .oo 
350.00 
632,00 

2,702.00 

2.00 
43.00 

118,0U 
225.00 
478.00 
772.00 

2,862.00 

10.00 
70.00 

145.00 
370.00 
660.00 

2,734.00 

__ 9 __ 

22,00 
73,00 

160,00 
275.00 
544,00 
812,00 

2,912.00 

10.00 
55.00 

130.00 
245.00 
508,00 
770.00 

2,864.00 

JS.DO 
112.00 
215 ,00 
472.00 
728,00 

2,816.00 

26,00 
94.00 

185.00 
436.00 
688.00 

2,768.00 

14.00 
76,00 

155.00 
400.00 
652.00 

2, 720,00 

2.00 
58.00 

127,00 
364.00 
616.00 

2,672.00 

2.00 
43.00 

118.00 
225.00 
484.00 
742. 00 

2,832.00 

10.00 
70.00 

145.00 
388.00 
640.00 

2, 7C1!i.,OD 

Figures aasume that taxpayers making $15,000 or leaa take the standard deduction ($1,300 minimum standard Jc� ductton or lS percent up to $2,000 muimurn standud deduction), that those making $20,000 itemize deductions in the amount of $2,800, and that tht\se making $50,000 itemize deduction$ in the amount of $5,500. 

�, It is auumed joint returna are filed. 

s/ nae $1,000 exemption 1a uaed for thoae age lixty .. five or over. 

� 
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have meant $82.8 million or 25.5 percent more in revenue. The typical 

taxpayer table illustrates the extra burden that Schedule 2 places on 

all taxpayers. Schedule 3 reduces the first bracket to $0 - $2,000 

but retains a 2 percent rate for it and imposes a 6 percent rate over 

$5,000. The result would have been a $37.9 million or 11.7 percent in-

crease in revenue. 

Schedule 4 uses the first two brackets and rates of Schedule 3 but 

adds a $5,001 - $10,000 bracket at 5 percent and a $10,001 and over 

bracket at 7 percent. It would have generated an added $35.6 million or 

11 percent in revenue. Schedule 5 also employs the first two brackets 

and rates of Schedule 3, adds three brackets over $5,000, $5,001 - $8,000 

at 5 percent, $8,001 - $15,000 at 6 percen� and over $15,000 at 7 per

cent and would have produced an extra $33.8 million or 10.4 percent in 

revenue. The brackets in Schedule 6 are those from Schedule 5 without 

the $0 - $2,000 bracket but with one added ove� $25,000. Revenues would 

have declined by $30.2 million or 9.3 percent because the loss in reve

nues caused by the lower rates on the bottom two brackets are not com

pletely offset by the higher rates in the last two brackets. 

Schedule 7 has the first two brackets and rates of the present rate 

schedule but adds four brackets over $5,000 with the final one imposing 

an 8 percent rate on taxable income over $50,000. lt would have caused 

revenues to rise by $14.5 million or 4.5 percent. Schedule 8 is Schedule 

4 with additional brackets over $10,000 and a top marginal rate of 9 per

cent over $50,000 and would have expanded revenues by $43.1 million or 

13.3 percent. Schedule 9, which is Schedule 5 with several extra brackets 

over $15,000 and a 9 percent top rate over $50,000, would have increased 

revenues by $41.3 million or 12.7 percent. 
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TABLE 3 .13. --REVENUES FROM PRESENT RATE SCHEDULE AND PROPOSED RATE 
SCHEDULES 1-9 FOR THE PRESENT TAX STRUCTURE, TAX YEAR 1971 

Change from Present 
Rate Schedule 

Rate Schedule Revenues Amount Percent 
(Mil.) (Mil.) 

Present $ 324.5 $ . . . . . .

1 351.1 + 26.6 + 8.2
2 407.3 + 82.8 + 25.5
3 362.4 + 37.9 + 11. 7

4 360.1 + 35.6 + 11.0
358.3 + 33.8 + 10.4

6 294.3 - 30.2 9.3

7 339.0 + 14.5 + 4.5
8 367.6 + 43.1 + 13.3
9 365.8 + 41.3 + 12.7

Source: Appendix Table A.3. 

The analysis of the proposed schedules allows us to make several gen� 

eralizationa. A schedule such as the second one that returns to the 

basic bracketing system of the schedule used until 1972 and imposes a 

higher marginal rate in each bracket would increase revenues by about 

25 percent but would raise the burden of all taxpayers. On the other 

hand, an attempt like Schedule 6 to widen the first two brackets to 

$0 - $5;000 and $5,001 - $8,000, thereby accounting for the impact of 

inflation since their establishment in 1948,1/ to maintain the 2 and 3

percent rates in them, and to add several brackets over $8,000 with rates 

reaching 8 perc�nt (or, as· further calculations would show, even 10 per-
�-

cent) would cost the state millions of dollars in revenues per year and 

would lower the burden of most taxpayers (see Table 3.12). Between these 

1/ After being inflated by the consumer price index, $0 - $3,000 
and $3,001 - $5,000 are in current dollars roughly equivalent to $0 -
$5,000 and $5,001 - $8,.000. 
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two �tremes are several alternatives that would primarily increase 

the burden of people in the middle and upper income ranges. A rate 

schedule with the basic bracketing of the pre-1972 schedule but with 

a few modifications in rates or brackets (e.g., Schedules 1 and 3) would 

lead to about 10 percent more in revenues than the present schedule. A 

proposal like Schedule 4 or 5 adding several brackets in the middle in

come range with rates from 6 to 8 percent and retaining at least one 

bracket below $5,000 would result in approximately a 10 percent rise in 

revenues. Finally, additional marginal brackets over $10,000 or $15,000 

with high (up to 9 or 10 percent) rates, such as those in the last three 

schedules, would generate small increments in revenue. For example, 

Schedule 8 is a more progressive version of Schedule 4 but would have 

produced only about 3 percent more revenue. 

Of course, the nine alternative schedules provided here represent 

only a fraction of the number that could have been discussed. For any 

others that are proposed, a quantitative basis for their analysis is 

provided in appendix Table A.3, which gives the distribution of net tax

able income by first $1,000 income brackets up to $25,000 and then by 

$5,000 brackets up to $100,000 under the conformity structure for tax 

year 1971.!/ 

Changes in the Tax Structure 

Among the structural issues deserving analysis are the adoption of 

!/ One alternative that would provide a uniform burden would be a 
structure with no exemptions or deductions. The tax base would then be 
AGI, to which a flat rate would be applied. In tax year 1971 a 2.3 per
cent rate would have produced the same revenue as the present structure 
and rate schedule. Each i percent rise in the rate would have generated 
about another $140 million in revenue. 
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the $750 federal exemption, the taxation of 100 percent of capital gains,

and exclusions from the AGI used to dete:rmine tax liability. The present 

structure uses $600 exemptions for all classes except those age sixty-five 

or over ($1,000) and �he federal standard and itemized deductions. Conform

ing to the federal provisions on deductions appeared in 1971 to achieve 

better than any other alternative the original goal of maximizing the de

gree of conformity while minimizing the revenue loss (at about 2 percent).!/ 

To increase the $600 exemptions to $750 would cost the state millions of 

dollars in revenue. In 1971, raising the exemption for all classes by $150 

would have caused the total amount of exemptions to rise by $620 millim:a 

(see appendix Table A.2) and revenues to decline by about $19 million or 

6 percent with the present rates. Already havin� the $1,000 exemption for 

age sixty-five and over would have cut the revenue loss by $1 or $2 million. 

Under the preconfo�ty structure 100 percent of all capital.gains, 

short-term and long-term, were taxable. With. conformity the federal pro

vision of taxing 50 percent of long-term capital gains (those realized) 

on assets held longer than six months) was adopted. On the basis of 

available data, it seems that following the federal law will lead to im

proved reporting of such income. In 1970 net capital gains over losses 

reported to Virginia were $218.5 million while net capital gains over 

losses reported to the federal government from Virginia were $141.4 

million. Yet all net capital gains at the federal level were long-term, 

or 50 percent of their total value of $282.8 million. If we make the 

reasonable assumption that tax should have been paid on the same capital 

!/ See The Income Tax Conformity Statute Study Cmmnission, 
Implementation of a Simplified Tax System for Virginia Taxpayers 
(Richmond: Department of Purchases and Supply, 1971). 
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gains at the state and federal levels, $64.3 million ($282.8 million minus 

$218.5 million) went unreported to Virginia. Conformity would have 

captured 50 percent, or $32.1 million, of this difference and would 

have maintained the capital gains subject to tax at the federally re

ported total of $141.4 million. Since most capital gains are taxable at 

the 5 or 5.75 percent marginal rates with the present rate schedule, the 

decline in revenues would have been reduced by $1.5 to $2 million. Tax

ing 100 percent of capital gains after the introduction of conformity 

would have meant the reporting of the entire $282.8 million to Virginia 

and an additional $7 to $8 million in revenue (the extra $141.4 million 

x 5 or 5.75 percent). We must emphasize that the amount of capital gains 

and the ratio of short-term to long-term are quite volatile fran year to 

year and that the reliability of any revenue forecasts based on a single 

year would therefore be quite limited. We do, neverthel�ss, believe 

that conformity will improve the reporting of capital gains at the state 

level and that combining conformity with the taxation of 100 percent of 

capital gains could increase individual income tax revenues by roughly 

1 or 2 percent • .!/ 

Several types of income are excluded from the AGI used to determine 

tax liability. They include: 

1. Retirement income received under the Virginia

Supplemental Retirement System (after cost re
covery).

'!/ All data are taken from a special computer printout provided by 
the Internal Revenue Service and from Virginia Department of Taxation, 
"Incomes of Resident and Nonresident Individuals and Fiduciaries for the 
Taxable Year 1970," Special Computer Printout (Richmond: February, 1972). 
The potential for better reporting of capital gains through conformity 
was originally pointed out in The Virginia Income Tax Study Commission, 
Toward a Simplified Income Tax System for Virginia Taxpayers (Richmond: 
Department of Purchases and Supply, 1967), p. 18. 
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2. The first $2,000 of retirement income received by
civil service retirees and, effective 1973, the
first $1,000 received by the surviving spouses
of civil service retirees (after cost recovery).

3. The first $2,000 of retirement benefits received
by military retirees age sixty or over and, ef
fective 1973, the first $1,000 of benefits received
by the surviving spouses at least age sixty of mil
itary retirees (after cost recovery).

These retirement income exclusions push the state individual income tax 

system away from conformity and away from the notion of horizontal equity, 

or "equal treatment of equals". For example, if we ass\Dlle five single men 

over age sixty each with a $10,000 income, itemized deductions of $2,000, 

and a personal exemption of $600 but with their incomes from separate 

sources, their tax -would be as follows, based on the present rate schedule: 

Total Dollar 
Income 

$10,000 

10,000 

10,000 

10·,000 

10,000 

Wages 

With all Their Income 
From the Following 

Industrial Pension Plan (after 
cost recovery) 

Virginia Suppiemental Retirement 
Plan (after cost recovery) 

U. S. Civil Service Retirement 
Plan (after cost recovery) 

Military Retirement Plan 

Their Virginia 
Income Tax �uld Be 

$240 

240 

None 

140 

140 

The exclusions may be reasonable for retirees with, say, a $5,000 pen

sion plus social security, which is also not taxable. The case is weakened, 

though, when it is recognized that the retiree with the industrial pension 

receives no �clusion and that wage earners probably have expenses in con

nection with raising a family much greater than those of most retirees. It 
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is further weakened by the continuously increasing number of retired 

persons who supplement their pensions through part-time employment 

and investment opportunities and earn a total of $10,000 to $20,000 

annually. 

There appear to be three alternative ways of handling the income 

exclusions: 

1. Eliminate them entirely.

2. Permit the present exclusions to be reduced by
the amount of social security benefits.

3. Limit the present exclusions to the middle and
lower income brackets, for example, $10,000 or
less in total income. One method would be to
reduce the exclusions by the amount that they
exceed AGI (including income from all sources)
in excess of $10,000. For example, a state
retiree with,$6,000 in taxable interest income
and a $12,000 pension under the Virginia Sup
plemental Retirement System would have an AGI
of $18,000 for purposes of computing the lim
itation. The excess of $18,000 over $10,000
would be $8,000, and his present $12,000 ex
clusion would be reduced by that $8,000 to
$4,000.

Of course, any of these alternatives would produce some additonal rev

enues. Although there is a lack of sufficient data to make reliable 

estimates, we doubt that even complete elimination of the exclusions 

would increase individual income tax revenues by more than 1 or 2 per

cent. 

Federal Collection of the State Individual Income Tax 

Under the federal general revenue sharing law enacted in 1972, the 

federal government will collect state individual income tax revenues as 
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long as there is participation by at least tlvO states with residents 

who in total filed 5 percent or more of federal individual income tax 

returns in 1972. By April, 1973, no state had agreed to federal col

lection. 

Advocates of federal collection claim that it would reduce the 

administrative costs of the states by eliminating duplication of ef

fort, simplify the preparation of tax returns, and speed up the flow 

of revenue to the states because the deposit of withheld taxes would 

be expedited. On the other hand, states would lose control O'ller their 

tax structure, for any state agreeing to federal collection would have 

to conform its tax law with few exceptions to the federal provisions. 

For Virginia such conformity would include adoption of the $750 ex

emption for all classes and the split income option, both of which 

would cause substantial declines in revenue under the present rate 

schedule, and elimination of the exclusions from AGI used to calcu

late tax liability. Moreover, federal collection would eliminate 

some non-duplicative enforcement and compliance activities carried 

on by the states and, depending on the present requirements for the 

payment of withheld taxes to states, might not hasten the flow of 

1/ 
revenues to them.-

Personal Income Tax Credit on Food for Home Consumption 

If some allowance is to be made for the sales tax paid on food 

for home consumption, an alternative to exemption is an income tax 

1/ Public Law 92-512, Title II, Sections 201-204 and Commerce 
Clearing House, "NATA Reports on 'Piggyback' Collection of State Taxes," 
State Tax Review Vol. 34, No. 6 (Chicago: February 6, 1973), pp. 1-2. 
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credit. At the close of 1971, ten states and the District of Columbia 

used some form of the tax credit device. Of these, Colorado, Indiana, 

Nebraska, and the District of Columbia granted a personal income tax 

credit to compensate for a sales tax on food. The credit was granted 

on all resident income tax returns; in addition, refunds were made to 

those without a tax liability. The credit, as these areas used it, was 

calculated by the number of personal (exclusive of those for age and 

blindness) exemptions per tax return times the credit. Nebraska and 

Colorado had a $7 credit, Indiana, an $8 credit, and the District of 

Columbia, a credit ranging from $2 to $6 per personal exemption, de

pending on the taxpayer's income bracket, for those with low incomes. 

Two states--Hawaii and Massachusetts--gave credits for consumer type 

taxes. The tax credit mechanism was used in Kansas, Minnesota, Vermont, 

and Wisconsin for senior citizen homestead reltef. Vermont also allowed 

a credit for sales taxes paid, based on income and number of personal 

exemptions. Finally, Idaho granted a $10 tax credit against sales 

taxes paid for each personal exemption. For summary information on the 

tax credit plans used by the ten states and the District of Columbia, 

see Table 3.14. 

A tax credit has several advantages over exemption. It eliminates 

the administrative costs and difficulties of exempting food for home 

consumption from the sales tax. In addition, if there were a desire to pro

vide benefits to a specific group, such as residents or low income persons, 

a tax credit could be devised to benefit only those persons, but a food ex

emption would apply to all residents and nonresidents. Since any tax credit 



TABLE 3.14.--STATE USE OF PERSONAL INCOME TAX CREDITS AND CASH REBATES TO MINIMIZE OR OFFSET
THE REGRESSIVITY OF SALES AND PROPERTY TAXES!/ 

Type of Year Amount 
State credit adopted of credit Law Administrative Procedure 

Colorado . . . . . . . . . . . For sales tax 1965 $7 per personal Chap. 138, Art. 1 (SP.cs . Credit to be claimed on income tax returns. For resident 
paid on food exemption (exclu· 138·1·18 & 138-1-19 individuals without taxable income a refund will be 

sive of age and added by H.B. 1119, granted on such forms or returns for refund as pre· 
blindness) Laws 1965, effective scribed by the Director of Revenue. 

6/1/651 
For senior 1971 Varies with in- Chap. 138, Art. 1 Credit claimed on inG1Dme tax returns or, for those having 
citizen prop· come up to $3700; (Secs. 138-1-20 & no taxable income, on forms prescribed by the Departme nt 
erty tlx relief limited to 50 per· & 138·1·21 added by of Revenue. 
(homeowners cent of property H.B. 1040, Laws 1971, 
and renters I tax or $200 effective 7/1fl11 

Hawaii .........•...• For consumer- 1965 Varies based on Chap. 121 (Secs. 121-12·1 The Director of Taxation shall prepare and prescribe 
type taxes income2 & 121-12·2 added by Act the appropriate form or forms to be used by taxpayers 

155, Laws 19651 in filing claims for tax credits. The form shall be made 
For drug or 1970 do Act 180, Laws 1970; an integral part of the individual net income tax mturn. 
medical expenses sec. 235·56 In the event the tax credits exceed the amount of the 

income tax payments due, the excess of credits over 
For household rent 1970 do Act 180,Laws 1970 payments due shall be refunded to the taxpayer. 

Idaho ...•.........• For sales taxes paid 1965 and $10 credit per Chap. 195, Laws 1965. Credit (or r'!bate if credit exceeds tax liability) to be 
1969 personal exemption Chap. 456, Laws 1969; claimed on income tax returns. For resident individuals 

(rebate applicable Sec. 63·3024(dl (65 and over) without taxable income a refund will be 
to taxpayers 65 and granted on such forms or returns for refund as pre· 
over only) scribed by the State Tax Commission. 

Indiana ....•..... , .• For sales tax paid on 1963 $B per personal Chap. 50 (Chap. 30, Sec. Credit to be claimed on income tax returns. If an in· 
food exemption (exclu· 6d added by H.B. 1226, dividual is not otherwise required to file o return, he 

sive of age and Laws 1'963, 1st sp. sess., may obtain a refund by filing a return, completing 
blindness) effective 4/20/63) such return insofar as may be applicable, and claiming 

such refund. 

Kansas .. ........ , .. For senior citizen 1970 Varies, based on Chap. 403 (H.B. 1253, Tax credit (or rebate if credit exceeds tax liability). 
homestead relief income and amount Laws 19701 The Department of Revenue shall make availoblc suitable 

of property tax forms with instructions for claimants, including a form 
which may be included with or a part of the individual 
income tax blank. 

Massachusetts . . . . . . . . For consumer-type 1966 $4 for taxpayer. Chap. 62 (Sec. 6b added Same as Indiana . 
taxes $4 for spouse, if by ch. 14, Acts 19661 

any, and $B for 
each qualified dcpen· 
dent4 

See footnotes a1 the end of table, 



TABLE 3. 14.--STATE USE OF PERSONAL INCOME TAX CREDITS AND CASH REBATES TO MINIMIZE OR OFFSET 
THE REGRESSIVITY OF SALES AND PROPERTY TAXEs!/ (Continued) 

-r

Type of Year Amount 

l State credit adopted of credit 

Minnesota .......•..• For senior citiien 1967 Varies with income I 
homestead relicf5 from 75% to 10% of I 

net property tax or 
equivalent rent not 
to exceed $800 (Max. 
credit $450) 

Tax relief for 1967 7 .5% of the total 
renters amount paid by claim• 

ant as rent, not 
to e)Cceed $906 

Nebraska 
. . . .  •,• . . . . . For sales tax paid on 1967 $7 per personal ex· 

food emption (exclusive of 
age and blindness) 

Vermont .. , •.•...... For sales tax paid 1969 Varies, based on 
income and num· 
ber of personal 
exemptions (other 
than age and 
blindness I' 

For senior citizen 1969 Equal to the 
property tax relief amount by which 

property taxes 
or rent constitut· 
ing property 
taxes on their 
households exceeds 
7% of the individ-
uals total house-
hold income multi· 
plied by the local 
rate factor' 

Set footnotn et the end of table. 

Law 

Chap. 290 (Secs. 290.0601 
to 290.0617 added by 
Ch. 32, Art. VI, Laws 
1967, effective 1/1/681 

Chap. 290 (Secs.290.981 
to 290.992 added by 
Ch. 32, Art. XVII, 
Laws 1967, effective 
1/1/681 

H.B. 377, Laws 1967 

H.B. 125, Laws 1969; 
Chap. 152,Sec.5829 

H.B. 222, Laws 1969; 
Chap. 139,Sec.5901 

Administrative Procedure 

Tax credit or refund to be claimed on income tax return. 
Department of Taxation shall make availc1ble a separate 
schedule for information necessary to administration of 
this section and the schedule shall be attached and 
filed with the income tax return. Cash refund granted if 
property tax credit exceeds State personal income tax 
liability. 

Same as above. 

Credit to be claimed on income tax returns. Refund will 
be allowed to the extent that credit exceeds income tax 
payable but no refund will be made for less thJn $2. 

Credit to be claimed on income tax returns. Credits 
properly claimed by resident individu.ils who have no 
income or no income subject to Vermont tax will be 
allowed the full amount .of the credit as a refund. 

The credit may not exceed the property tax, but if 
income tax liability is less than the credit the difftlrence 
between the liability and the credit will be refunded. 

I 
.... 

.... 

,J 

I 



TABLE 3.14.--STATE USE OF PERSONAL INCOME TAX CREDITS AND CASH REBATES TO MINIMIZE OR OFFSET 
THE REGRESSIVITY OF SALES AND PROPERTY TAXES.!/ (Continued) 

Type of Year Amount 
State credit adopted of credit Law Administrative Procedure 

Wisconsin ........... For senior citizen 1963 Varies, based on Chap. 71 (Sec. 71.09 Tax credit or refund to be claimed on income tax return. 

homestead tax relief income and (71 added by Ch. 566 The Department of Taxation shall make available a 

amount of prop- (A.B. 3011 eff. 6/10/64. separete schedule which shall call for the information 

erty tax or rental Ch. 5BO (A.B. 9071 re• necessary to administering this section and such schedule 

payment pealed & recreated Sec. shall be attached to and filed with the Wisconsin income 

71.09(71 effective Dec. 19, tax form. Cash refund granted if property tax credit 

1964.) exceeds·State personal income tax due. 

Washington, D.C. . ..... For sales tax paid 1961) Varies, based on P.L. 91-106 (H.R. 12982) Tax credit or refund to be claimed on income tax return. 

on food income9 (credit 

applicable to low 

income taxpayers only) 
-

Note: See table 86 for eKemption of food and medicine in State general sales taxes. See table 9 1 for tho Michigan property tax credit lno cash rebate). 

1 1 f a taxpayer has no State personal income tax liability or a tax liability insufficient to absorb tho entire credit la negative tax credit situation) he is entitled to the appropriate cash refund. If the taxpayer's State 

personal liability is equal 10 or ('•eater than the tax credit, his personal income tax liability is redur.ed by the amount of the credit 11 positive tax credit situation). 
'The credits for consumer-type taxes ar". based on "moc.lified adjusted gross income" Cregular taxable incnme plus exempt income such as social security benefits, life insurance proceeds, etc.I end range from $21 per 

qu�lified ex�onption for taxpayers having a modified adjusted gross income of less than $1,000 to $1 per exemption where such income is be-n $8,000 and $9,999. 
• Rang� from $12 per qualified exemption for taxpayers having taxable income under $1,000 to $0 where such income is over $7,000. 
•credits are only allowed if total taxable income of taxpayer and spouse, if any, does not exceed $5,000 for the taxable year. 
1 All homeowners residing in their own homos ara allowed e direct reduction of their property taxes due by means of the Homasteed Property Tex Credit. This credit amounts to 35 percent of the tax levy, excluding 

the amount levied for bonded indebtedness, to a maximum credit of $250. Senior citizen homeowners also receive this credit. Local governments are reimbursed for their tax loss from the state property 
tax relief fund. 

'Elderly may choose this relief or senior citizen relief but not both. 
• Ranges from $12 10 $81 for taxpayers having less than $1,000 total household income to $0 to $36 for those having between $6,000 and $6,999 income, based on number of personal e,cemptions. 
1 The commissioner shall annually prepare and make available the local rate factors by arraying alt municipalities according to their effective tax rate and dividing the population of the State into quintiles from such array 

with those having the lowest effective tax rates being in the first quintile. The local rate factors shall be as follows: first quintile, O.G; second quintile. 0.8; third quintile. 1.0; fourth quintile, 1.2; fifth quintile, 1.4. 
The amount of property taxes or ront constituting property taxas used in computing the credit ore limited to $300 per taxable year, 

• Low income taxpayers IAGI not ewer $6,0001 aru allowed a credit ranging from $2 to $6 par personal exemption. depending upon thd taxpayer's income bracket. 

Source: Commerce Cl1�aring House, State Tax Reporter, as shown in Advisory Commission on Intergovernmental 
Relations, State - Local Finances and Suggested Legislation, 1972 Edition (Washington: Government Printing 
Office, 1972), pp. 214-216. 
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system would at least exclude nonresidents, the revenue losses caused 

by it could not exceed and would probably be less than those caused 

by a food exemption. Finally, food consumption differs by income level, 

family size, age distribution, marital status, tastes, and other less 

obvious factors. As a result, outlays for food for home consumption are 

a crude measure for designing a specific pattern of tax distribution. A 

tax credit can be designed to provide a constant amount of relief regard

less of income or can be made to vary by income class and perhaps other 

designated policy variables • .!/ 

One drawback of a credit is that administrative procedures would have 

to be adopted to avoid its abuse. Another drawback of a credit is that 

increases in the cost of living are not accounted for unless the law is 

periodically amended to raise the amount of the credit. A third poten

tial problem is that the number of income tax returns filed in Virginia 

would increase by an estimated 200,000 to 300,000, since any resident 

citizen would qualify for the tax credit regardless of his income.'l:/ 

The following analysis gives an estimate of the impact of an 

income tax credit for Virginia. If the credit is to compensate in full 

for consumer purchases of food for home use, then an estimate of the 

amount of this consumption is required. In tax year 1971, an estimated 

$58.4 million in sales tax receipts would have been collected from pur

chases of food for home consumption taxed at the state rate of 3 percent. 

1/ For more on the subject of a tax credit versus the exemption of 
food for home consumption, see Jam.!s A. Papke, "New Perspectives in Re
tail Sales Taxation," Proceedings, National Tax Association, (New Orleans, 
1965), pp. 258-270. 

'lJ The tax credit would be computed against state income tax lia
bility. Those residents qualifying for relief whose tax liability is 
less than the credit or who do not have to pay any tax would receive 
actual payment from the state. 
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The civilian resident population of the state in 1971 is estimated to 

have been 4,545,000.!/ If we divide the sales tax receipts for food for 

home consumption by the civilian resident population, the tax credit 

per person would be $12.85, or a rounded figure of $13. An estimated 

4,519,000 peopleb' would have applied for this credit, costing the state 

$58.7 million in revenue. If, on the other hand, we were to grant a $10 

credit, the cost to the state would have dropped to $45.2 million.1/

An income tax credit for the sales tax on food would mean a revenue 

loss roughly equivalent to direct exemption of the sales tax on food. 

Nonresidents would not qualify for the credit and not all residents would 

apply. In addition, if the credit were below the exact resident per 

capita food consumption amount--at $10 for example--not all food consump

tion would be exempt. People consuming luxury foods would therefore have 

only a portion of their food budget excluded from the tax. 

Another possible option is to base the credit on income level. 

For example, the $13 credit might be restricted to returns with less than 

'!/ U.S. Bureau of the Census, "Estimates of the Population of 
States: July 1, 1971 and 1972," Series P-25, No. 488 (Washington: Gov
ernment Printing Office, September, 1972). 

Z/ The 4,519,000 was derived by increasing the 1,871,064 returns 
in 1971 by 15 percent to 2,151,724 and multiplying by an average 2.1 per
sonal and dependent exemptions per return. The 15 percent estimate is 
obtained as a high estimate of increased returns incurred by Colorado, 
Nebraska, and Indiana when they implemented the tax credit. See John F. 
Due, "The New State Sales Taxes, 1961-68," National Tax Journal, Vol. XXI, 
No. 3 (Lancaster: September, 1968), p. 270. 

1/ If the credit were to compensate for food and nonprescription 
drugs, it would be $14 per person based on 1971 tax receipts. 

$58.4 million [Joog} + $4.1 million l.iionprescription drugi} = $l4
4,545,000 

The revenue loss would have been $63.3 million. 

!±/ In 1971 the credit was tied to income in Hawaii, Kansas, 
Minnesota, Vermont, Wisconsin, and Washington, D. C. 
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$6,000 of AGI. In 1971 we estimate that this would have cost $20.5 

million!l -about one-third of the cost for a credit not restricted by

income. An argument against such a procedure is that limiting the 

credit to specific income levels arbitrarily chooses who shall and who 

shall not receive sales tax relief. Under the above proposal, a family 

or person whose AG! rose from $5,999 to $6,000 would not receive the $13 

credit. An alternative that would temper the impact of such a change in 

income is a variable or vanishing credit. The credit could be $13 for 

persons with an AG! less than $1,000 and could decline in $2 increments 

for each $1,000 rise in AG! until it reaches $3 for the $5,000 - $5,999 

AGI class and disappears for an AG! of $6,000 or greater. For 1971 we 

estimate that the revenue cost of this option would have been $15 

million. lf 

y Based on the following estimates 

Adjusted Gross Income 
None 
$0 - $999 
$1,000 - $1,999 
$2,000 - $2,999 
$3,000 - $3,999 
$4,000 - $4,999 
$5,000 - $5,999 

of number of exemptions: 

Number of Exemptions.!!

589,386 
123,540 
146,832 
147,606 
175,907 
194,594 
201.648 

�/ Excludes exemptions reported on separate returns, 
since it was assumed the combined AG! of both husband and 
wife would exceed $6,000� 

l./ For more on this question and other equity implications of a tax 
credit, see James A. Papke and Timothy G. Shahen, "Optimal Consumption -
Base Taxes: The Equity Effects of Tax Credits," National Tax Journal, 
Vol. 25, No. 3 (Lancaster: September, 1972), pp. 479-487. 
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Sunmary 

Through either an income tax credit or exemption from the sales 

tax for food for home consumption, the state would lose substantial 

revenue.!/ The income tax credit would apply only to residents and 

could be designed to provide a lower loss of revenue. A credit geared 

below a certain level of income would be less costly than a general 

credit but would give tax relief only to low income residents. In order 

to keep up with the cost of living, the tax credit would have to be re

viewed regularly. In Table 3.35, which presents the projected impact 

of alternative changes in the revenue structure for the 1974-76 biennium, 

the credit is raised to $16 to account for the expected increase in the 

cost of food. 

1/ If the state also provided relief for the 1 percent local option 
sales tax, the revenue loss would increase by one-third. 
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Corporate Income Tax 

Structure of the Tax 

The Virginia corporate income tax covers all domestic (incorporated 

in Virginia) and foreign (incorporated outside Virginia) corporations 

doing business in the state with the exception of public service corpora

tions, insurance companies, inter-insurance exchanges, state and national 

banks, banking associations, any company which does business on a mutual 

basis, credit unions, and religious, educational, benevolent, and other 

corporations not organized or conducted for pecuniary profit. Those 

excluded are subject to other forms of taxation or are exempt from any 

taxes. 

The corporate tax rate was raised from 5 to 6 percent by the 1972 ses

sion of the General Assembly with a January 1, 1972, effective date. It is 

applied to a corporation's federal taxable income, with necessary modifica

tions, as a result of the conformity legislation passed by the 1971 session 

of the General Assembly. Modifications include adding to federal taxable 

income (1) income taxes imposed by Virginia or any other taxing jurisdiction, 

since such income taxes are deductible in computing federal taxable income 

and (2) certain interest and dividends. 

Virginia permits corporations engaged in multi-state activities who have 

income taxable by Virginia and out-of-state political subdivisions to allo

cate and apportion their Virginia taxable income through the following 

three factor formula so that different states do not impose a tax on the 

same income: 

1. A property factor: ratio of the average real and
tangible personal property value of the firm in
Virginia to the firm's total average �eal and tan
gible personal property value.

2. A payroll factor: ratio of the total payroll in
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Virginia to the firm's total payroll. 

3. A sales factor: ratio of total sales in Virginia
to the firm's total sales.

These ratios are added together and divided by the applicable number of 

factors to determine the portion of total taxable iucome subject to the 

Virginia tax. It should be noted that not all factors necessarily pertain 

to all corporations although this is the exception rather than the rule. 

In fiscal 1971-72, the yield of the 5 percent tax was $75.9 million 

after adjustment to exclude a special windfall!/, or 8.1 percent of total 

general fund revenues. Our projections indicate that revenues from the 

corporate income tax with the 6 percent rate will comprise about 10.4 

percent of the general fund in the next biennium and about 9.3 percent 

by the end of the decade. We assume in these forecasts that corporate 

profits before taxes will be the same under a 6 percent rate as they were 

under a 5 percent rate even though the accuracy of this assumption may 

be debatable. 

Interstate Comparison of the Corporate Income Tax 

Table 3.15 shows the corporate income tax rates for the 46 states 

and the District of Columbia with a tax on corporate profits as of March 31, 

1973. Most states impose a flat rate tax ranging from 4 to 12 percent, 

but a few have a progressive rate schedule. The table also denotes 

whether the individual state allows the federal corporate income tax to 

be deducted from the tax base used to calculate the state corporate income 

tax. Effective tax rates are provided because they standardize the nominal 

1./ Excludes an estimated windfall of $1.7 million in fiscal year 
1971-72 resulting from a change in filing procedures for some corporations. 



State Tax Rate 

Alabana 511. 

Alaska 18'1. of Federal tu.!/ 

Arizona 2'& on frlat $1,000 
311. on second $1,000 
411. on third $1,000 
57, on fourth $1,000 
6'L on fifth $1,000 
7'L on sixth $1,000 
811. on balance 

Arkan1a1 l'L on fint $3,000 
211. on second $3,000 
3't on next $5,000 
Sll. on next $14,000 
611. on balance 

California 7 .61)1 

Colorado 5'1!. 

Connecticut 9.,j.l 

Delaware 6't?.I 

Diltrfct of Columbia 7,}./ 

Florida 5\ 

Georgia 6% 

Hawaii 5.85\ on firat $25,000 
6.43511. on balance 

Idaho 6.5% plus $10 excise tax 

Illinois 4% 

Indiana 4%1/ 

Iowa 6% on first $25,000 
8% on next $7S, 000 
lOll. on balance 

Kansas 4.S\ on first $25,000 
6. 75% on balance 

Kentucky 4'1!. on first $25,000 
S. ll'I. on balance 

Louisiana 411. 

Maine 411. 

Ma"<yland 7'1 

Massachusetts 8.5511. 

the end of table. 

TABLE 3 15 • STATE CORPORATE INCOME TAX RATES AS OF HARCH 31 1973 I I 
. I I 

Allow Deduction 
For Federal 

"f*•cti- Rat.Y Income r ... ea ...... .. _ ·-·-

Yea 2,611. Michigan 7 .ll't 

No 9.311. Minnesota 12't 

Yea 4.n Hiaaiaaippi 3't on first $5,000 
411. on balance 

Hiaaouri 511. 

Montana 6, 7511. 

Nebraska 3.7S'L 
No 5.9'L 

New llampahire 711. 
...

New Jersey s,5,J/ 

New Mexico 511. 
No 7.6'X, 

,"&121 New York 
No 5.D'I!. 

North carolina 6'1!. 
No 8,D'I!. 

North Dakota 311. on first $3,oooll/ 
No 7.2'& 4\ on l)e><t $5,000 

5\ on next $7,000 
No 7 .O't 6'1!. on balance 

No 5.0'I!. Ohio 4'1!. on first $25,ooolll 
8'1 on balance 

No 6.0'I!. 
Oklahoma 4'1!. 

No 6.411. 
Oregon 611. 

No 6.5% Pennaylvannia llll. 

No 4.D'I!. Rhode Island 111.ill 

No 4.0ll. South Carolina 611. 

Yea!/ 7.4'1!. South Dakota .. 

Tennessee 6'11 

Yes 3.511. Uuh 611. 

Vermont 6\ 
No 5.7Sll. 

VIRGINIA 6'1!. 

No 4,0'J!. Weat Vi"<ginia 6'1 

No 4.0ll. Wisconsin 2.l'L on first $1,ooolll 
2,8'1. on second $1,000 

No 7.0'J!. 3.411. on third $1,000 
4,511. on fourth $1,000 

No 8.5Sll. 5.611. on fifth $1,000 
6.8'1 on sixth $1,000 
7. 9'1 on balance 

Allow Deduction 
For Federal 
·- - -----

No 

No 

No 

Yea 

No 

No 

No 

No 

No 

No 

No 

Yes 

No 

No 

No 

No 

No 

No 

.. 

No 

Yes 

No 

No 

No 

Yes 

a ••• 1/ 

7.Bll. 

12.0ll. 

4.0't 

2.611. 

6.757, 

3. 7511. 

7 .O't 

5.5'1 

5.0't 

9.0't 

6.0'1!. 

4.1'1!. 

7.9't 

4.D'I!. 

6.D'I!. 

1 1.D'I!. 

8.0'I!. 

6.0% 

lY 

6.0ll. 

3. 2,. 

6.ot 

6.0ll. 

6.0% 

7 .1,. 

I 
... 

N 
"' 

I 



TABLE 3.15.--STATE CORPORATE INCOME TAX RATES. AS OF MARCH 311 1973 (continued) 

!/ Effective rate based on a net income of $1 million and allowance for deduction of federal income taxes when applicable. 

1/ Based on federal rates as of December 31, 1963, which were 301. on the first $25, 000 and 52% on all over $25, 000. 

;!/ Effective July 1, 1973, the California corporate income tax rate will increase from 7.6% to 9.01.. 

f!./ Or 4 mills per dollar of capital less stock holdings, whichever is the greatest. 

}/ Plus a·20,:, surtax. 

§./ The income taxes for corporations and unincorporated businesses have been increased to 8'l effective for all taxable years after December 31, 1973. 

II Or\ of 1% or 2% of gross income if tax liability is greater under the Gross Income Tax. 

§/ Deductible up to 501..

'l./ Plus additional mill levy on allocated net worth. 

10/ Or 9% of 301. of net income and salaries, or 1 6/10 mill per dollar of capital, or $125, plus 8/10 mill per dollar of subsidiary capital whichever is greater. 

11/ Additional 1% tax on corporations whose personal property is not assessed, who are not subject to a special tax in lieu of personal property taxes and who are 
required to file a return. Second additional tax, 1% of taxable income, maximum $25. 

12/ Or 5 mills times the value of stock determined by total value of capital, surplus, undivided profits and reserves. 

13/ Or 40c per $100 of corporate excess, whichever is greater. 

14/ Corporate income tax in South Dakota is limited to banks and financial institutions. 

15/ Limited to 101. of net income before deductions for contributions and federal taxes. 

Sources: Prentice-Hall, Inc., State and Local Taxes: All State Tax Guide, 1973; Coannerce Clearing House, Inc., State Tax Review, (weekly editions). 
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rates to take account of the deductibility of the federal tax in 8 

states. !/ 

Virginia's effective rate is 6 percent. This compares with the 

other states as follows: 

Effective Rate 
Compared with Virginia 

No tax 
Lower rate 
Same rate 
Higher rate 

Number of States 

4 
20 
8 

19 

The median effective rate for all states with a corporate income 

tax is 6 percent. Virginia does appear competitive with its neighbors 

and major competitors, for its effective tax rate is equal to the rates 

of Georgia, Kentucky, North Carolina, South Carolina, Tennessee and 

West Virginia, slightly lower than the 7 percent Maryland rate, and 

2/modestly higher than the 5.75 percent effective rate of Kentucky.-

Other Taxes on Corporations 

The corporate income tax is the most visible and well-known tax 

paid by the typical concern, and in Virginia as in most states it con

stitutes the largest single tax that a corporation pays to a state or 

local govermnent. It must, however, be emphasized that a corporation 

either operating in or contemplating relocation to a state will view 

!/ Those states which exempt part or all of federal tax payments 
require payment on a much smaller tax base. The effective tax rates 
for these states,are therefore lower than the nominal rates. For those 
states not allowing the federal tax deduction, the nominal and effective 
rates are identical. 

2/ Virginia's major competitors for industry, as defined by the 
Virginia Division of Industrial Development, are Georgia, Kentucky, 
North Carolina, South Carolina, and ']'ennessee. 
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its total tax liability rather than the corporate income tax alone. 

To provide some perspective on the total tax liability faced by a 

firm in Virginia we have drawn on information provided by the Virginia 

Division of Industrial Development. Table 3.16 shows the estimated 

state and local taxes on a hypothetical manufacturer in Virginia with 

a net income of $1 million before federal income tax payments. The 

corporate income tax accounts for 63.6 percent of the estimated total 

state and local tax bill paid by the "typical" manufacturer. Various 

property taxes represent 26 percent of the tax bill and other than the 

income tax are the primary tax on corporations. 

Although interstate comparisons of property taxes involve formida

ble measurement problems, a crude analysis of relative property tax rev

enues shows the revenues that various states collect. Table 3.17 shows 

per capita state and local property tax revenues for Virginia and neigh

boring states. Virginia is higher than all neighboring states except 

Maryland, but it is well below the national average. 

If we compare Virginia's total tax bill on a "typical" corporation 

with the tax bills that neighboring or competing states levy, we see that 

Virginia imposes a fairly low tax load on its corporations. Table 3.18 

provides the average tax bill for a hypothetical corporation with a net 

income of $1 million in Virginia and selected other states. Virginia 

imposes the second lowest tax load if exemptions or credits are not consid

ered and the fourth lowest if they are taken into account. This favorable 

tax position explains, at least in part, the high growth rate in the 

manufacturing sector that Virginia has achieved. Between 1958 and 1967 



TABLE 3.lo--ESTIMATED STATE AND LOCAL TAXES ON A HYPOTHETICAL MANUFACTURER IN VIRGINIA, 1972-73 

Assumed Percent 
Values for of Total 

Item Taxable Items !l'.2• of Tax Tax Rate Asaeaament Ratio Annual Tax __lliL 

i-letl ::::state 900,000 Real property (L) $3. 21 per $loo!/ 33.� of fair market value!/ $ 9,534 10.1 

Machi1�ery and tools: 
ariginial cost 3,750,000 Personal property !L) $4 . 00 per $1 oo!!/ 1� of originial cost:.!!/ 15,000 15.9 

Office furniture and fixtures 50,000 P.uslness capital (S) JOc per $100 10� of book value 150 0.2 

Trucks and company car sf/ 50,000 Business capital rs) JOc per $100 10� of book value 150 o. 2 

Inventory 1,850,000 Business capital (S) 30c per $100 !OOZ of book value 5,550 5.9 

Receivables less payables.!!/ 1,000,000 Business capital (S) 30c per $100 10� of book value 3,000 3. 2 

Cash 450,000 None �lo tax 

Net income before federal 
60,000 63.6 income tax 1,000,000 Corporate Income (S) 6?. 

Net worth 5,350,000 None No tax 

Total sales (gross receipts) 12,000,000 None No tax 

Capital stock 1,250,000 Annual registration (S) Ranges from $5 25 0,0 
for stock of 
$15,000 or le11 
to $ 25 for a tock 
in esccess of 
$300,000 

Annual purchases subject 
to sales tax: 

Machinery and equipment 383,000 None No tax!/ 

Electricity: 
Plant 60,000 None No tax 
Office 22,000 None No tax 

Fuels: 
Plant 69,000 None No tax!./ 
lffice 23,000 Sales and use (L) 1 (S) 4-Z � -1.J!.... 

TOTAL $ 94,329 100.0 

�ote: (L) local tax; (S) state tax; figures are for a foreign corporation. 

!I Median for 1971 for all counties and cities in Virginia as compiled in a study by the Virginia Department of Taxation. 

fJ/ Average for 1971-72 year for all counties and cities in Virginia as estimated by Fred C. Forbet"g, Directot' of Real Estate Appraisal and Mapping, Virginia Departn1ent of 
Taxation. 

;/ Effective January 1 1 1974, the trucks and company cars of manufacturers will be taxed locally as tangible personal property; the true tax rate for all communities in the 
state is not available. 

!/ ttot taxed if books maintained outside Virg:inia. 

!I No tax if used directly in manufacturing tangible personal property for sale. 

Source: Virginia Division of Industrial Development. 

� 
uJ 
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TABLE 3.17.--STATE AND LOCAL PROPERTY TAX REVENUES, 
VIRGINIA AND SELECTED STATES, PER CAPITA. FISCAL YEAR 1970-71 

Relative to 
Per Capita Virginia 

Revenues (Virginia = 100) 

Georgia $ 107.01 97 
Kentucky 70.35 64 
Maryland 166.58 152 
North Carolina 84.69 77 
South Carolina 66.01 60 
Tennessee 85.16 80 
Virginia 109. 29 100 
West Virginia 74.14 68 

U. S. Average 183.52 168 

Source: U. s. Department of Conmerce, Governmental Finances in 
1970-71, GF 71, No. 5 (Washington: Government Printing Office, 1972), 
pp. 31-33. 

manufacturing employment grew by 32 percent in Virginia compared with 21 

percent for the nation and 39 percent for its major competitors. Value 

added in manufacturing gives a similar picture, for in the same time pe

riod it grew by 92 percent in Virginia as compared with 85 percent for 

the nation and 117 percent for Virginia's major competitors • .!/ 

Before discussing a change in the Virginia corporate tax rate it 

should be noted that corporations, when considering locatier.,al c:!::.e.::gas s 

examine not only taxes but a number of other factors. Each industry will 

attach a different level of importance to different factors. Some of 

them might be the quality of the labor force, availability and efficiency 

.!/ These statistics are calculated from figures given by the U. S. 
Bureau of the Census, Statistical Abstract of the United States: 1970. 
91st edition, (Washington, D. C.: Government Printing Office, 1970) 
pp. 698-699. Data from the 1971 Census of Manufactures were not avail
able. 
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TABLE 3.18.--TOTAL STATE AND LOCAL TAXES IMPOSED ON 
A HYPOTHETICAL MANUFACTURER 

State 

California 
Georgia 
Illinois 
Kentucky 
Maryland 
Massachusetts 
New JerseY. 
New York!!l 
North Carolina 
Ohio 
Pennsylvania 
South Carolina 
Tennessee 
Virginia 
West Virginia 

All State Average 

(asslDlling net income equals $1 million) 

Without Exemptions 
or Credits 

$ 208,789 
137,816 
202,154 
94,351 

120,562 
147,895 
141,425 
124,020 to 145,840 
122,589 
182,819 
150,791 
118,696 
100,995 

94,542 
182,737 

142,012 

With Exemptions 
or Credits 

$ 208,789 
137,816 
202,154 
89,494 
80,683 

129,395 
141,425 
124,020 to 145,850 
122,589 
182,819 
150,791 
64,200 

100,995 
94,542 

137,187 

131,127 
(using New York's lowest) 

Note: The above Virginia figure is slightly different from the 
figure given in Table 3.16 which used the 1971 real estate tax rates and 
assessment ratios. Only 1970 data were available to the Virginia 
Division of Industrial Development in December, 1972. 

�/ New York has a range because of the differences in the possible 
local sales taxes. 

Source: Conmonwealth of Virginia, Division of Industrial Develop
ment, "The Virginia Economic Review," (Richmond: December, 1972), p. 4. 

of the transportation network, proximity to raw material supplies, loca

tion of important markets, area wage rates, or the prices of basic energy 

sources. 

Consideration of a Change in the Virginia Corporate Tax Rate 

To increase the present 6 percent rate to, say, 7 percent during the 

1974-76 biennium would represent a 40 percent increase in state corporate 

income tax liability within a period of four years. Such a change would 
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be quite significant if we consider that the 5 percent rate remained 

unchanged for nearly 25 years. On the other hand, the full tax increase 

would not be paid entirely by the corporation. Because the state income 

tax is a deductible item in computing federal corporate income tax 

liability, a 1 percentage point increase in the tax rate would i11volve 

an effective increase of approximately one-half that amount with the 

other one-half being paid by the federal government. 

If Virginia did raise the corporate rate while other states 

did not, the state's position would deteriorate vis-a-vis neighboring or 

competing states. To better understand how an increase in the corporate 

tax rate would affect Virginia we refer back to Table 3.18. Increasing 

the rate to 7 percent would boo�c a hypothetical Virginia manufacturer's 

tax bill to $104,542, which would move Virginia from the second lowest 

ranked state to third lowest exclusive of exemptions or credits behind 

Kentucky and Tennessee, two major competitors. If exemptions or credits 

are included, Virginia's rank would drop from fourth lowest to fifth 

lowest. 

As with many other policy decisions a change in the corporate income 

tax rate must be considered in light of the trade offs that would result. 

Specifically, an increase in the tax rate would result in �dditional rev

enues in the short-term but in the long run could hurt the chances for 

expanding the corporate tax base in Virginia. Thus, some major considera-

tions that center around increasing the rate are: 

1. How much growth does Virginia desire?

2. How will companies planning to relocate or expand
their facilities be affected by an increase in the

tax rate?

3. To what extent does Virginia desire to trade additional
present revenues for increased future revenues?
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Taxation of Banks 

Introduction 

Currently Virginia taxes the value of the shares of all state and 

national connnercial banks in the state at the rate of $1 per $100 of 

stock value. Cities may receive up to 40 percent of the revenue� col

lected, and counties and incorporated towns may take up to 80 percent. 

Revenues are paid directly to the state and the localities by the banks. 

In recent years the split of total revenues has been about 45 percent to 

the state and 55 percent to local governments with nearly all localities 

participating. Virginia is one of 14 states with a shares tax as the 

principal form of bank taxation. Among neighboring states, Kentucky, 

Tennessee, and West Virginia have a shares tax. 

An alternative to the bank stock tax would be the imposition of an 

income tax. We investigate the effects of such a change in this section. 

Revenues under the Alternative Taxes 

Table 3.19 compares the actual revenues of the bank stock tax in cal� 

endar year 1969 with hypothetical yields under a 6 percent state income 

tax.!/ Two alternative types of income tax are considered. The first is 

a corporate income tax applied directly to bank income. This tax would 

not allow interest on federal obligations to be included in the tax base. 

The second type of levy is an excise tax on the corporate franchise as 

1/ Data for 1969 were used because that is the most recent year for 
which-complete information was available. The figures refer to all Virginia 
conunercial banks. These data were compiled by the Board of Governors of the 
Federal Re5erve System, as part or a larger sLudy or the state and local tax 

expenses of all insured conunercial banks in the U. S. See State and Local 
Taxation of Banks. Part III, Appendixes to a Report of_� Study Under Public 
Law 91-156 (Washington: Government Printing Office, 1971) pp. 46-72. 
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TABLE 3.19--ESTIMATED REVENUES OF ALTERNATIVE 
FORMS OF VIRGINIA STATE BANK TAXES. 1969 

Type of Tax 

Bank stock tax!:/ 

6 percent corporate 
tax on bank taxable 
(excluding interes

7 eral obligations)!?. 

income 
income 
on fed-

6 percent corporation fran
chise tax ''measured by" bank 
income (including int�rest on 
federal obligations)!?.! 

f!/ Actual. 

!?,/ Estimated. 

Total Revenues 
(Mil.) 

$ 4.7 

1.8 

5.3 

State Revenues 
(Mil.) 

$ 2.1 

1.8 

5.3 

Sources: u·.s .. Senate Committee on Banking, Housing, a"!ld Urban Af
fairs, State and Local Taxation of Banks, Part III Appendixes to a Re
port of a Study Under Public Law 91-156 (Washington: Government Print
ing Office, 1972), p. 70; Federal Deposit Insurance Corporation,� 
Operating Statistics--1970; Report of the Department of Taxation, Fiscal 
Year Ending June 30

1 
1972 (Richmond, 1972), p. 24. 

"measured by" net income, which would permit the state to include interest 

on federal obligations in the tax base. The 6 percent rate is used because 

of the corporate rate hike effective January 1, 1972. 

The table shows that if the present shares tax were replaced by a 6 per

cent corporate income tax, total revenues would have fallen from $4.7 million 

to $1.8 million, or about 60 percent. On the other hand, if banks were to be 

taxed under a corporation franchise or excise levy, tax revenues would have 

risen slightly to $5.3 million. This estimated 13 percent increase is, however, 
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almost certainly overstated because it fails to consider tne portfolio 

effects of the tax. As mentioned above, the franchise tax would include 

interest on federal obligations in the tax base. Bankers would surely 

react to the imposition of a tax on federal bond yields by altering the 

composition of their asset portfolios. In particular, portfolio mixes 

would probably shift away from federal obligations toward the tax-exempt 

obligations of Virginia municipalities. It is therefore unlikely that 

the revenue gain would exceed 10 percent, and it might be less. 

Under either form of income tax, all revenues would flow to the 

state government. With the corporate income tax the local governments 

would have experienced a $2.6 million decline in revenues, and the state 

would have had a $300,000 drop. The result of a corporate franchise tax 

would have been the same $2.6 million decline for localities but an in

crease of $3.2 million for the state government. If the localities were 

permitted to levy a tangible personal property tax on the personal prop

erty of banks, which is not allowed under the present law, they could 

replace some or perhaps all of their lost revenues, b.;;t f�= t::e purposes 

of this analysis, we make no such assumption. 

Interstate :omparisons of Effective Tax Rates for Banks 

Table 3.20 compares total state and local effective tax rates of 

banks in Virginia and surrounding states. Four measures of effective 

rates are employed, state and local taxes as a percentage of (1) net 

income before taxes, (2) net income after taxes, (3) gross operating 

revenue, and (4) equity. We must note that from the standpoint of the 
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banks these ratios actually overstate their state and local effective 

tax rates because the federal government permits the deduction of state 

and local taxes in computing federal taxable income. With a federal 

corporate income tax rate of 48 percent, almost half of the state and 

local taxes paid by a bank are offset by a reduction in its federal tax 

liability. This feature does not affect the interstate ranking of the 

effective tax rates for the deductibility feature leads to the same pro

portionate bias in each state's ratio. 

For the Virginia banks three sets of effective rates are shown, 

one indicating the rate under the existing shares tax and the other two 

representing the rates under the alternative 6 percent corporate income 

and corporation franchise taxes. The effective tax rate for Virginia 

banks under the existing system is somewhat less than the average effec

tive rate for banks in surrounding states (see Table 3.20, columns 1 and 

11). To substitute the corporate income tax for the shares tax would 

widen this differential (see Table 3.20, col\DDll.s 2 and 11). If we ac

cept the notion that banks situated in different states should bear the 

same state and local tax �oad, the replacement of the shares tax with an 

income tax would be a perverse move. Finally, the table indicates that 

imposing a corporation franchise tax would practically eliminate the 

spread between Virginia and average non-Virginia effective bank tax rates 

(see Table 3.20, columns 3 and 11). If the localities were to impose a 

tangible personal property tax on banks to replace lost bank shares tax 

revenues, the substitution would reduce or eliminate the differences be

tween the ratios for the Virginia banks under an income cax and average 



TABLE 3,20,--RATIOS OF STATE AND LOCAL TAX EXPENSES OF ALL INSURED C(Ho!ERCIAL BANKS T(I SELECTED INCOME 
STATEMENT AND BALANCE SHEET ITEMS: VIRGINIA AND SURROUNDING STATES, 1969 

Percent 

Average of 
District of North South West Non-Virginia 

Ratio Virginia Columbia KentuckI Mariland Carolina �!!!.! Tennessee Virginia Ratios 
State & Local Shares 6 Percent 6 Percent 

Taxes to: Tax Corporate Corporation 
Income Franchise 

Tax Tax 
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 

Net income before 
taxes 5.8 3.3 6.3 7 ,5 6.0 7.4 5,8 4.7 9,0 4.5 6.4 

Net income after 
taxes 9.1 5.0 10,0 14.5 9,4 13.3 9.2 7.3 13.7 6,8 10,6 

Gross operating 
revenue 1.3 0,7 1.4 2.4 1. 7 2.1 1,2 1.3 2,0 1.2 l.S 

Equity 1.1 0.6 1. 2 1.9 1.2 1.6 1.1 1.0 1.5 0,7 1.3 

Sources: U.S. Senate Conmittee on Banking, Housing, and Urban Affairs, State and Local Taxation of Banks, Part III Appendixes to a Report of a StudI Under Public Law 91-156 
(Washington: G)vernment Printing Office, 1972), pp. 15-16, 53-54; Federal Deposit Insurance Corporation, Bank Operating Statistics--1970. 
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non-Virginia bank ratios and could even make the Virginia ratios greater 

than the average non-Virginia ones. 

Conclusion 

Presumably the main argument for bringing banks under the corporate 

income tax is greater uniformity in the business tax structure. Such a 

switch would, however, lower revenues and widen interstate differences 

in effective bank tax rates. Imposing a corporation franchise tax would

only substitute one special business tax for another and would have little 

effect on rev�nues or interstate differences in effective tax rates. 
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Inheritance Tax 

Present Structure and Revenues of the Virginia Inheritance Tax 

The Virginia inheritance tax applies to the beneficiary shares 

of estates of residents and of nonresidents who come under its coverage. 

Estates consist of real and personal property. The tax levied depends 

on the share of the net estate (gross estate minus deductions and 

exemptions) received by the beneficiary and on the class of the beneficiary. 

There are three classes of beneficiaries. 

Class A beneficiaries consist of the wife, husband, parents, 

grandparents, children, and all other lineally related persons. The 

first $5,000 of the inheritance is exempt from taxation and amounts 

above that are taxable as follows: 

Over $5,000 to $50,000 • •  
Over $50,000 to $100,000 . 
Over $100,000 to $500,000 
Over $500,000 to $1,000,000 
Over $1 , 000, 000 • • • . • • 

1 percent 
2 percent 
3 percent 
4 percent 
5 percent 

The class B beneficiaries are brothers, sisters, nephews and 

nieces. This class exempts the first $2,000 of the inheritance and 

amounts above that are taxed in the following manner: 

Over $1,000 to $2,000 
Over $2,000 to $25,000 
Over $25,000 to $50,000 
Over $50,000 to $100,000 
Over $100,000 to $500,000 
Over $500,000 • . . . . . 

2 
4 

6 

. . . . 8 

. . 10 

Class B 

percent 
percent 
percent 
percent 
percent 

Class C 

5 percent 
5 percent 
7 percent 
9 percent 

12 percent 
15 percent 

Class C beneficiaries are comprised of grandnephews and grandnieces, 

firms, associations, corporations, other organizations, and those not 

elsewhere classified. In this class the first $1,000 of the inheri

tance is exempt. 
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Qualifying these rates is the state law allying the Virginia 

inheritance tax with the federal estate tax laws in order to take full 

advantage of the federal credit for state death taxes. Virginia statutes 

impose a tax equal to the federal estate tax credit if that c-tedit 

is larger than the Virginia inheritance tax. In this manner the state 

can maximize its revenues, given the federal rate, because the Virginia 

tax assessment will never be less than the maximum federal credit for 

state death taxes. This process of imposing a floor on the tax is 

referred to as the "pick-up" statute. 

In fiscal year 1971-72, the revenues from the inheritance tax 

were $15.2 million, which represented 1.6 percent of total general fund 

revenues. It should be noted that the revenues from this source are 

subject to continual fluctuation because of the dependence on large 

inheritances for much of the revenue. 

Comparison of Death Taxes in Virginia and Other States 

Structure 

Tables 3.21 through 3.23 provide information on how the Virginia 

inheritance tax compares with the death taxes in other states. The 

tables present the types of state death taxes, rates, and exemptions 

in effect as of January 1, 1972. It will be noted that Virginia is 

among the large majority of states that have both an inheritance tax 

and a "pick-up" statute. The "pick-up" statute is widely used because 

with the present federal structure states can receive additionat 

revenues while shifting the cost to the federal government. Examining 

Table 3.23 reveals that the exemptions that Virginia grants for widow, 

minor child, and adult child are significantly lower than the exemp

tions granted by the other states. The exemptions granted by Virginia 

for brother/sister and other than relative categories appear, however, 
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to be consistent with the exemptions of the other states. The rates 

and brackets of the states are widely diversified, although the rates 

are generally progressive. As for Virginia's rates with respect 

to other states, a large majority of states appear to have more 

progressive rate structures and higher rates. 

In order to place the Virginia inheritance tax in better perspective, 

we shall compare it to the North Carolina tax for a class A spouse. 

The North Carolina inheritance tax was chosen because it has a highly 

progressive rate structure over a large number of size classes. 

Table 3.24 uses 13 hypothetical sizes of inheritance for the comparison. 

TABLE 3.21.--TYPES OF STATE DEATH TAXES, JANUARY 1, 1972 

Type of tax 

"'Pickup" tax only. . . . . . . . . . . . . . . . . . . . . . i51 

Estate tax only . . . . . . . . . . . . . . . . . . . . . . . (21 

Estate tax and "pickup'' tax . . . . . . . . . . . . . . . m 

Inheritance tax only . . . . . . . . . . . . . . . . . . . . 121 

Inheritance tax and "pickup" tax . . . . . . . . . . . (321 

Inheritance, estate and "pickup"' taxes . . . . . . . . (21 

No tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (U 

1Also has gift 1ax 11551a1esl. 

State 

Alabama, Alaska, Arkansas, Florida, Georgia. 

Mississippi, North Dakota. 

Arizona, New York, Ohio, Oklahoma, 1 S. Carolina, 1 Utah, 
Vermont'. 

South Dakota, West Virginia. 

California, 1 Colorado,' Connecticut, Delaware, 1 

District of Columbia, Hawaii, Idaho, Illinois, Indiana, 
Iowa, Kansas, Kentucky, Louisiana,' Maine, Maryland, 
Massachusetts, Michigan, Minnesota, 1 Missouri, 
Montana, Nebraska, New Hampshire, New Jersey, NeiY Mexico, 
North Carolina.' Pennsylvania, Tennessee.' Texas, Virginia.' 
Washington.' Wisconsin, 1 Wyoming. 

Oregon,' Rhode lsland1 • 

Nevada. 

SOURCE: Commerce Clearing House, State Tax Reporter, as shown in Advisory 
Commission on Intergovernmental Relations, State and Local Finances and 
Suggested Legislation. 1972, (Washington: Govermnent Printing Office, 
1972) p. 274. 
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TABLE 3.22.--STATE ESTATE TAX RATES AND EXEMPTIONS, JANUARY 1, 197iJ:./ 

State Rates 

-----.----------r--·--· ·-····· .. 

Maximum 

rate applies 

above 

Exemption 

--------------�------------+--·--···----

Alabama .................•.... 
Alaska ....................... . 
Arizona1 ..................... . 
Arkansas ..................... . 
Florida ...................... . 

Georgia ...................... . 
Mississippi .................... . 
NewYork2 

• • • • • • • • • • • • • • • • • • • •  

North Dakota ...............•... 

Ohio2 
• • • • • • • • • • • • • • • • • • • • • • • •  

Oklahoma2 
• • • • • • • • • • • • • • • • • • • •  

Oregon1 .........•.•...••..•.• 
Rhode lsland2 

• • • • • • • • • • • • • • • • • • 

South Carolina2 
• • • • • • • • • • • • • • • • •

Utah2 
• • • • • • • • • • • • • • • • • • • • • • • •  

Vermont2 
• • • • • • • • • • • • • • • • • • • • • 

80 percent of 1926 Federal rates 
80 percent ot 1926 Federal rates 
4/5ot 1-16percent ........ . 
80 percent ot 1926 Federal rates 
80 percent ot 1926 Federal rates 

80 percent ot 1926 Federal rates 
1-16percent ............ . 
2-21 percent ...•......... 
2-23 percent ............ . 

$10,000,000 
10,000,000 
10.000,000 
10,000,000 
10,000,000 

10.000.000 
10,000,000 
10,100,000 
1,500,000 

$100,000 
100,000 
1 00,000 
100,000 
100,000 

100,000 

60,000 
J 

4 

2-7 percent . . . . . . . . . . . . . . 500,000 5,000
5 

1-10 percent . . . . . . . . . . . . . 10,000,000 15,000 

2-10 percent . . • . . . . . . . . . . 500,000 25,000 

1 percent . . . . . . . . . . . . . . . 6 10,000 

4·6 percent . . . . . . . . . . . . . . 100,000 60,000 

5-10 percent . . . . . . . . . . • . . 85,000 40,0007 

The tax rare is 30% of the federal estate tax liability due to Vermont gross 

estate. 

1Excludes States shown in table 3.23 which, in addition to their
inheritance taxes levy an estate tax to assure full absorption 
of the SO-percent Federal credit. 

2An additional estate tax is imposed to assure full absorption of the
SO-percent Federal credit. 

3 

4 

$20,000 of transfers to spouse and $5,000 to each lineal ascendant and 
descendant and to other specified relatives are exempt and deductible 
from first bracket. 

Exemption for spouse is $20,000 or 50 percent of adjusted gross estate, 
for minor child, $5,000 for lineal ancestor or descendants, $2,000. 

5An additional $20,000 for spouse, $7,000 for minor child, and $3,000
for adult child. 

6Entire estate above exemption.
7 Transfers not to exceed $40,000, if made to the husband, wife and/or

children of the decedent are exempt from tax. 

SOURCE: Commerce Clearing House, State Tax Reporter, as shown in 
Advisory Commission on Intergovernmental Relations, State and Local 
Finances and Suggested Legislation. 1972, (Washington: Government 
Printing Office, 1972) p. 274. 



TABLE 3.23.--STATE INHERITANCE TAX RATES AND EXEMPTIONS, FOR SELECTED CATEGORIES OF HEIRS, JANUARY 1, 1972 

Exemptions Rates (percentl In case of spouse 

Other Spouse Other Size of Level at 
Minor Adult Brother Adult Brother which 

State 1 Widow child child or sister than or minor child or sister than first top rate 
relative child relative bracket applies 

Alabama 2 
. . . . . .

Alaska 2 
. . . . . . .

Arizona 2 

Arkansas 2 : : : : : : 
California 3 , 4 ..•. $ 5.000 $12,000 $ 5,000 $ 2.000 $ 300 3-14 3-14 6-20 10-24 $ 25,000 $ 400,000 

Colorado 35,000 15,000 10,000 2,000 5005 2-8 2-8 3-10 10-19 50,000 500,000 
Connecticut3'.6 Y 50,000 10,0008 10,0008 3,000 500 3-0• 2-8 4-10 8-14 150,000 1,000,000 
Delaware 3 ••••• : 20,000 3,000 3,000 1,000 None 1 -49 1-6 5-10 10- 16 50,000 200,000 
District of Col. 3 •• 5,000 5,000 5,000 2,000 1,000 1-8 1-8 5-23 5-23 50,000 1,000,000 
Florida 2 

. . . . . .
.

Georgia 2 ....... 
2:..: s• 250,000 Hawaii ........ 20,000 5,000 5,000 500 500 1.5-7.5 3.5-9 3.5-9 15,000 

ldaho 4 
. . . . . . . . 10,000 10,000 4,000 1,000 None 2-15 2-15 4-20 8-30 25,000 500,000 

Illinois ........ 20,000 20,000 20,000 10,000 100 2-1410 2-14 2-14 10-30 20,000 500,000 
lndiana 3 ••••••• 15,000 5,000 2,000 500 100 1-10 1-10 5-15 7-20 25,000 1,500,000 

Iowa 40,000 15,000 15,000 None' 1 None11 1-8 1-8 5-10 10-15 5,000 150,000 .f:-

. . . . . . . . .
.f:-

Kans.is ........ 75,000 15,000 15,000 5,000 2005 o.5 -2.59 1-5 3-12.5 10-15 25,000 500,000 I 

Kentucky ...... 10,000 10,000 &,000 1,000 500 2-10 2-10 4 - 16 6-16 20,000 500,000 
Louisiana 3 , 4 •••• 5,000 5,000 &.000 1,000 500 2-3 2-· 3 5-7 5-10 25,000 25,000 
Maine ......... 15,000 10,000 10,000 500 500 2-6 2-6 8-12 12-18 50,000 250,000 

Maryland 5 
• • • • • 150 150 150 150 150 1 1 7% 7% I 2 1 2 

Massachusetts 5 , 1 3 30,0001 4 15,000 15,000 5,000 5.000 1.8-11.8 1.8 -11.8 5.5-19.3 8-19.3 10,000 1,000,000 
Michigan 3 , 1 5 .•.• 30,00016 5.000 5,000 5,000 None 2-8 2-8 2-8 10-15 50,000 750,000 
Minnesota 3 .'' ••• 30,000 15,000 6,000 1,500 500 1.5-10 2-10 6-25 8-30 25,000 1 ,000,000 
Mississippi 2 ..... 

Missouri 20,0001 8 5,00019 5,00019 500 1005 1 -6 1 -6 3-18 5-30 20,000 400,000 
Montana 3

• 
: : : : : : 20,000 5,000 2,000 500 None 2-8 2-8 4-16 8-32 25,000 100,000 

Nebraska 3 •••.•• 10,000 10,000 10,000 10,000 500 1 1 1 6- 18 I 2 I 2 
Nevada ........ 10 20 20 20 20 20 20 20 20 20 20 
New Hampshire .. 20 20 20 None None 20 20 15 15 20 20 

New Jersey .... , 5,000 5,000 5,000 5005 500• 1-16 1-16 11 -16 15-16 10,000 3,200,000 
New Mexico 4 

• • • 10.00021 10,00021 10,00021 10,00021 5006 1 1 1 5 11 I 2 
New York2 

North Caroli��i'2' 10,000 5,000 2,000 None None 1 -12 1 -12 4-16 8-17 10,000 3,000,000 
North Oakota 2 

. .

Ohio 2 

Oklaho��2 · : : : : :

See footnotes at the end of table. 



TABLE 3 . 23 . - - STATE INHERITANCE TAX RATES AND EXEMPTIONS , FOR SELECTED CATEGORIES OF HEIRS , JANUARY 1 ,  197 2  ( cont ' d ) 

Stata
1 

Oret>n2 3 ' 2 4 

Pennsylvania . . . .
Rhode lsland3 n 

South Carolina2 

South Oakota3 • • •
Tennessee3 

Texas3 .• • •  : : : : : 
Utah� . . . . . . . .

Virginia' . . . . • .
Washington' .• . . .
West Virginia' • • . 
Wisconsin3 .2 9  • • •
Wyoming . . . . . .

Widow 

None 
None3 1  

$1 0,000 

1 5,000 
1 0.oooa 

25,000 

5,000 
s,ooo" 

1 5,000 
1 5,000 
1 0,000 

Exemptions 

Minor Adult Brother 

child child or sister 

None None $ 1 ,000 
None2 1  

None
2 5  

None 

$ 1 0,000 $ 1 0,000 S.000

1 0,000 1 0,000 500 
1 0,0002 6 1 0.oooa 1 ,0002 6  

25,000 25,000 1 0,000 

5,000 5,000 2,000 
s.ooo" s.0002 1 1 , 0006 

6,000 5,000 None 
2,000 2,000 500 

1 0,000 10,000 1 0,000 

Rates lperr.entJ 

Other Spouse Adult Brother than or minor 
child or �ister relative child 

$ 500 2 - 1 0 2 - 1 0 2 - 1 5  
None 6 6 1 5 
1 ,000 2 - 9 2 - 9 3 - 10 

1 00 1 % - 4 1 % - 4 4 - 1 2 
1 ,0002 6 1 .4 - 9.5 1 .4 - 9.5 6.5 - 20 

500 1 - 6 1 - G 3 - 1 0 

1 ,000 1 - 5 1 - 5 2 - 1 0 
None 1 - 1 0 1 - 1 0 3 -- 20 
None 3 - 1 3 3 - 1 3 4 - 1 8 

1 00 2 - 1 0 2 - 1 0 2 - 1 0 
None 2 2 2 

�Al l Stat• a ,  except those designated . b y  a1teri1k (*) , lmpoae al,o an e1tate tax to a1suTe ful l  aluorptlcm of the 80 pel'cent rede'l'al cTedit .  
--l�ro !l '! S  only  es tate t ax .  See  tab le. 3 . 22 ,  
lt:.'Cc� t ic,ns a r e  deduc t ible from the f irst  bracke t .  

In case of spouse 

Other Size of 
Leval at 
which 

than first top rate 
relative bracket appl ies 

4 - 20 $25,000 $ 600,000 
1 5  1 2  I 2 

8 - 1 5 25,000 1 ,000,000 

6 - 20 1 5,000 1 00,000 
6.5 - 20 25,000 500,000 

5 - 20 50,000 1 ,000,000 

5 - 1 5 50,000 1 ,000,000 
1 0 - 25 25,000 500,000 
1 0 - 30 50,000 1 ,000,000 
8 - 40 25,000 500,000 

I 2 I 2 
6 

,4COlmll!n i ty property pnss lng to the survlvlag spouse 11 ex�t ,  or only one ... hal f ls taxab le .  
S:;ci r-xi:�p t i<'n i s  a l l owed" i f  bene f i c i ary 1 • share exceeds the amount 1hown l n  the exemp t ion column , ·but no tax ,hall reduce the. value o f the lmDU.nta ahown l n  the exemption co llm:n . ln Mary land , lt ls 

the  pr ,, c t !ca  to a l low a fami ly ·  a l l o\l'ance of .$450 to a vidov i f  there are infant chi ldren , and $ 2 2 5  if there are no infant children , al though there le no provl1 ion for 1uch deduct ion• ln the o t a t u U: .  
\Tl 1e t":< t·m� t t.>:i �ho11,n i s  the total  exemp t ion for a l l  b-neflclartes  fall ing into the particular clasJ  nnd 111 shared b y  th•m proport ionately.  
,,,  ."!dr: 1 L ton,1 l  30 percen t  ,urtax l s  lrr.?osed . 
�· "!� l :: o:,e S l 0 1 a".:'O e:icl"::it> t ion ls a l lo.,·ed  for beneficiaries  in Class  A, vhic:h lnc:lude11 minor and adu l t  chi ldren . 
)R n t c  r.hc� 1:n 1 ,  io!' 111:pou se cnly .  A minor ch·l ld ls taxed at the rates  app lying to an adu l t  c h i l d .  

H\, t �h Te,.p t' C' t  to ta:-::,1b le  tran s fers p a s s i n g  to a hutband or wife o f  3 decedent dying o n  or a fter July S ,  1969 , l f  taxab le: tran sfer exceeds $5 , 000 , 000 , t h e  t ax  o n  t h e  exces s  thereof la  compu ted at 
• �;.. Tc1x r .i t e �  on the te."-:ab le &!haunt up to inc luding $ 5

1 000 , 000 are the same rate,  as provided for in cxceaa  of the e:,cemp t ton . 
� �F. -= t 1. te  \llf l c !Uli thnn $ 1 , 000 after  deduc t i�n of deb t s  are not taxable . 
: ; :�!1 l i rc  s h :1re { in cxcPs s  of a l louah lc eKe-::1p t lon ) .  
; � .:..p? l l c ,1b l e  t o  proper ty c, r  intere s t s  pass i.ng o r  accruing upon the death o f  perRona who d i e  o n  o r  after July  1 8 ,  1969 , a 14i eur tax 1 1  tmpoaed i n  add it ion t o  the inheritance t ax . 
: · · ! .;'I ,; Jd t t io:i ,  an caxe::1pt ion to the  ex tent  of the vnlue o f s ingle  fam i ly res ident ial  property ond to the extent of $ 25 , 000 o f  the value , in the case  of mul t iple  family res iden t ial  property, used
, b:,- a i •ur.'.J ,1r.e !l:,d wife n s  o do:r.i c i l c ,  ls  .1 1 lowed where  t1 1e property  va� held by them ,u jctnt  tcTI:n, t s  or . t enan ts  by the ent irety . 
· '1-tH· :-� i. s  an tax o:,. the  flh�re of any bcne f i c i .1q.· if the  value of the sh.1rc ts J e r.s  than $ 100 . 
l !. l' i. 1 1 !'  ;?� � d " i t !or.al $ 5 , 0!lO !or e\.'e:'y r:,inor c h i l d  to who�, no property ts trnn� ferred . 1 7ror n 'l.'1-.lci..., 1 an acB i :. ional  e>ee!:'!;, t t on is a l lowed equal to the d i f ference between the max imum deduct ion for fmnily maintenance ( $5 , 000) and the amo.unt of family maintenance actua l ly al lo\l'ed by the 

-:,rch.1 t ,• Cour t .  The to t a l  possib l e  exemp t ion thcre(c-re lol'Ould be $35 , 000. If there ls rio survt v l ng widow ent i tled to the exemp t ion , the aggregate exempt ion is al lowab l e  to the children. 
t :! ln 11d'd ! t: icin . an �,cc:npt ton ls  al lowed for the c lear m.1rket vnluc o f  one -half  of t.he decedent ' s  e 11 t a t e ,  or one -th ird lf  decedent l e survived by l ineal descendents . 
;�·:' the va l :� e  of the h.:mestead al lowance , \;h lchever is greate r .  

··· " t a:l l::1po scd . 
2 1 \: t dow!\ , chi  ldr c:m . and brother s and s i ,; ters  o.re included in Class  1 ,  vith one $10, 000 exemp t ton for the en tire c l a. 1 1 .  2 2A vld ,y.; "'1 th .:t c h i l J  or c:hlldr en under 2 1  and receiving a l l  o r  substnfl t lnlly a l l  of  h e r  hu:;band ' a  propeT'ty , sha l l  be alloved , at  h�r opt ion ,  a n  additional e.xemption of $5 , 000 f o r  each such chilc!.  . 
.. ., �i� c ?, t l c!r,:� sha l l  no t: hf' a l lowed the r egul ar $ 5 , 000 exemp t Lon provided for such. ch!.ldren . 
: ; i .-?O S � !o  a i. !l' o  ll!\ e,a n t e  t .,x . See table  3. 22 • 
.... l.lr c,;c:1 1:r.y,o !lt'S  a b�!llic  t a.x ,· m.easured by the ent ire estate ln excess  of a a ingle excn:pt lon ( $ 1 5 ,000 prorated among al l beneficiaries and deductible frOIII the f ii-at bracke t ) ;  and an add l tlcmal tu. 1 

�c :-. r.�1rl"d by the sh.c a£ an ind !.vldual  1 1 share fo� \lhich each bene ficiary has a epec i ( ic ex.emp t ion . All  members of Cla111 l ( spou s e ,  children , parents ,  grandparent• ,  a tepchild'l'e'D OT l ineal 
dt!"ICcndl"'n t. s )  n:-e e-.cc=rnpted fro� the a<ld l t lonal tu. 

2 5nr ·a . �oo f .J:"1 1 l y  e,:e:rn? t ion i ll  spec i f ic a l ly a l lo•,ed as a dedu c t ion . 
�('1: ldowa •:1d ch i ldren are Included Ln Class  A, wlth one 510 , 000 cxempt lon for the eatlre c l B • s .  Be11e flclnrle1  not ln Cla11 A an allowed one $ 1 , 000 exemption for the entlre chH. 
2 7 M  ndd lt i.onal  $ 5 , 000 exetr.? t !.on la al lowed to the c l ass  as n whole .  · 
28n,e se t"ates  are subject  to the l im1ta t 1on that the total tax may not exce,ct 15 percent o( the. benef iciary ' s  share .  An addltlonal tax equal to 30 percent of the lnher ltance tu la alao lmpoaed. 

SOt'RCE :  Comcerce Cl ear ing Hou s e ,  S t.:ite Tax Repor ter, aa shovn in Advisory . Commi 1 1 ton on Intergovernmentnl Rel a t ions , Stat• and Local Finance• and Suggested Legislat ion, 1972 ,  (Washington , 
Gov•nu,,enl Pr!ntlng O U ! c e ,  1972) , pp , 2 7 5 - 2 76 .  

I 
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Inheritance 
Before Exemption 

(1) 

$ 10,000 

20,000 

25,000 

50,000 

100,000 

200,000 

500,000 

1,000,000 

1,500,000 

2,000,000 

2,500,000 

3,000,000 

4,000,000 

!,I The "pick-up 
for state death taxes. 

TABLE 3.24.--A COMPARISON OF THE VIRGINIA AND NORTH CAROLINA INHERITANCE 

TAXES AT VARIOUS INHERITANCE LEVELS USING CLASS A SPOUSE. 

Virginia North Carolina 
Effective Taxable 

Inheritance Tax Rate(%) Inheritance Tax 
(2) (3) (4) (5) (6) 

$ 5,000 $ 50 0.50 $ 0 $ 0 

15,000 150 0.75 10,000 100 

20,000 200 0.80 15,000 200 

45,000 450 0.90 40,000 850 

95,000 1,450 1.45 90,000 2,750 

195,000 4,450 2.22 190,000 7,650 

495,000 13,450 2.69 490,000 25,550 

995,000 36 ,56#1 
3.66 990,000 60,450 

1,495,000 68,240 4.55 1,490,000 100,350 

1,995,000 103,920 5.20 1,990,000 145,250 

2,495,000 143,600 5.74 2,490,000 195,150 

2,995,000 187,280 6.24 2,990,000 250,050 

3,995,000 286,640 7.17 3,990,000 369,950 

tax" becomes effective at this level. Tax is based on the federal schedule 

Source: Tax Codes for the states of Virginia and North Carolina. 

Effective 
Rate(%) 

(7) 

0 

a.so

0.80 

1. 70

2.75 

3.82 

5.11 

6.04 

6.69 

7.26 

7,81 

8.33 

9.25 

for credit 
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For Virginia, the exemption and rates were given above. For North 

Carolina, the first $10,000 is exempt and the rate structure is as 

follows: 

First $10,000 above exemption . . . . . 1 percent 
Over $10,000 and to $25,000 . . . . . . . 2 percent 
Over $25,000 and to $50,000 . . . . 3 percent 
Over $50,000 and to $100,000 . . . . . . . . . 4 percent 
Over $100,000 and to $200,000 . . . . . . 5 percent 
Over $200,000 and to $500,000 . . . . . . 6 percent 
Over $500,000 and to $1,000,000 . . . • . . 7 percent 
Over $1,000,000 and to $1,500,000 . . . . • 8 percent
Over $1,500,000 and to $2,000,000 . . . . . 9 percent
Over $2,000,000 and to $2,500,000 . . . . . . . 10 percent 
Over $2,500,000 and to $3,000,000 . . . . . 11 percent 
Over $3,000,000 . . . . . . . . . . . . . 12 percent 

Several differences between the two states are obvious. First, in 

Virginia a tax is imposed on inheritances that North Carolina exempts 

from taxation. Second, the tax rates are more progressive over a 

larger number of size classes in North Carolina than in Virginia. Hence, 

the actual tax and the effective rate are higher in North Carolina than 
1/ 

in Virginia for all but the three smallest taxable inheritanceR.- The 

"pick-up" statute comes into use in Virginia for class A inheritances 

at approximately $770,000 (see Table 3.24). At inheritance levels 

above that amount the "pick-up" statute has the effect of raising the 

effective rates above those produced by the Virginia structure. 

Receipts 

The Bureau of the Census has compiled data on death and gift taxes 

1/ 
of state governments. Since death taxes account for the majority of 

such collections, the data give an idea of the relative effort of the 

!/ The greater progressiveness is also present in the rate structure 
for the North Carolina equivalent of Virginia classes Band C. However, 
there are no exemptions in these classes. 

ll U. S. Bureau of the Census, State Government Finances in 1971, 
GF 71, No. 3 (Washington: Government Printing Office, 1972), pp. 21 and SO. 
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states that levy death taxes. The 1970-71 per capita and per $1, 000 

of personal income receipts from these taxes are shown below for Virginia 

and neighboring states. 

U. S. average (excl. D. C.) 

Kentucky 
Maryland 
North Carolina 
Tennessee 
Virginia 
West Virginia 

Death and Gift Tax Receipts 
in Fiscal Year 1970-7,!___ 

Per Ca1>ita 

$ 5.37 

4.07 
2.72 
3.82 
4.97 
2.61 
2.73 

Per $1, 000 of 
Personal Income 

$ 1.39 

1.35 
0.65 
1. 20
1.63
0.73
0.9i

These data indicate that Virginia's inheritance tax is low, whether 

compared with the U. S. average or with those of neighboring states. 

The Burden of the Inheritance Tax 

There appears to be general agreement among economists that death 

taxes have less adverse effects on incentives than do income taxes. Thus, 

given an inheritance tax and an income tax (assuming equal revenue yields), 

the inheritance tax will impose less of a burden than an income tax. 

Economists generally measure the burden of a tax by the distortions that 

it causes in the allocation of resources. Income taxes distort the 

allocation of resources in the sense that they reduce economic activity 

because an income tax reduces the return from any given enterprise. 

When the rewards from a given effort are reduced less of that activity 

will be undertaken. Although death taxes cause distortions, there will 

be fewer distortions because c"'.�ath t�.xes a.:=t: paid only after a lifetime 

of work and accumulation and are likely to be given much less weight 

in decisions to work, save, and invest. Efficiency is certainly not 

the only _criteria for a tax system; however, it does deserve some consideration. 
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To examine who bears the burden of the inheritance tax in 

Virginia, Tables 3.25 to 3.27 have been prepared from 1968-69 data 

supplied by the Department of Taxation. Table 3.25 shows the number of 

returns, the total net taxable estate after exemptions, and the total 

tax collections for ten size classes of net taxable estate. The table 

includes the returns that fall under the inheritance tax rates (Table 

3.26) and those that fall under the "pick-up" (Table 3.27). As shown 

by Table 3.25, the distribution of the nwnber of returns was skewed 

toward the lowest size classes with 27.8 percent of the returns in the 

lowest size class, 44.5 percent in the t"WO lowest size classes, and 81.4 

percent in the four lowest size classes. The tax collections, however, 

were skewed in the opposite direction. The returns in the lowest size 

class accounted for only 0.9 percent of the total tax collections, those 

in the t'WO lowest size classes produced 2.6 percent, and those in the lowest 

four size classes produced 13.9 percent. These data confirm the hypothesis 

that most of the returns are in the lower size classes, especially the 

$0 - $5,000 class, and produce an extremely small amount of revenue. 

One factor that must be kept in mind when looking at Table 3.25 is 

that the distribution is by net taxable estate which has all exemptions 

taken out. It is the smallest of the three alternative estates--gross, 

net, and net taxable. The primary implication of using net taxable 

estate is that the data tend to fall in size classes that are lower 

than if gross or net estate were used. Thus, many of the returns that 

would fall in a $10,000 - $25,000 gross estate class or a $5,000 - $10,000 

net estate class appear in the $0 - $5,000 net taxable estate class. 

It is impossible, however, to determine exactly what the deductions are 

or into which estate classes the exemptions indicated in Table 3.26 fall. 

One hint on exemptions is that 10,388 of the total of 18,562 beneficiaries 
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TABLE 3.25.--INHERITANCE TAXES DISTRIBUTED BY 
NET TAXABLE ESTATE SIZE CLASS, FOR FISCAL YEAR 1968-69 

Net Taxable Total Net Total Tax 
Estate Size Classes Returns Taxable Estate Collections 

Equal to or Amount Amount % of 

$ 

More Than Less Than Number Total (000) Total

0 $ 5,000 2,716 27.8 $ 6,363.6 1.6 $ 
5,000 10,000 1,631 16.7 11,902.5 2.9 

10,000 25,000 2,174 22.2 35,317.7 8 .6 
25,000 50,000 1,438 14.7 50,772.1 12.4 
50,000 100,000 1,003 10.3 70,995.6 17.3 

100,000 200,000 513 5.2 69,916.7 17.0 
200,000 500,000 234 2.4 69,081.4 16.8 
500,000 1,000,000 46 0.5 31,016.4 7.6 

1,000,000 2,000,000 20 0.2 27,482.7 6.7 
2,000,000 9 � 37 1 253.1 ...2.:.1. 

9,784 100.0 $410,101.8 100.0 $ 

Note: Details may not add to totals due t� rounding. 

Source: Special tabulaticn by th� D�?artment of Taxation. 

(000) �

103.7 0.9 
186.9 1. 7
525.1 4.7 
735.5 6.6 

1,232.7 11.0 
1,490.1 13.3 
1,858.2 16.6 

930.3 8.3 
1,186.6 10.6 
2 1 944.8 _1§.d 

11,193.9 100.0 

are in the first bracket for class A beneficia=ies. Thus, the use of net 

taxable estate forces one to look at smaller size classes to see where 

the majority of the returns are. Yet, it still leads to the same conclusions 

as the use oi gross or net estate classifications. 

Table 3.26 shows £or those inheritances that fall under the inheri

tance tax the number of beneficiaries taxable at the highest rate shown, 

the amount taxable at each rate, and the tax at each rate for each benefi

ciary class. Since the ta�le is largely salf-explanatory, only a few 

connnents will be made. First, the number of beneficiaries, the amount 

taxable, and the tax are by far the greatest in the first bracket in all 

three benefici�=Y c:asses. This is espe=ially true for the class A 

beneficiaries. Secon�, t�e clas3 A grouping c�ntains by and large 

the greatest number of bene=iciari�s and amount taxable over the 

several rates as compared to the other two classes. These findings 

point up two things. One is that the majority of inheritan=es are small, 
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TABLE 3.26.--INHERITANCE TAXES EXCLUSIVE OF THE 
"PICK-UP" FOR FISCAL YEAR 1968-69 

Class A Beneficiaries 

Number of Beneficiaries Taxable 
at Highest Rate Shown 

1% 
2% 
3% 
4% 
5% 

10,388 
867 
500 

16 
4 

11,775 

Amount Taxable 

$172,372,033 
42,586,370 
45,664,174 

4,180,812 
682.588 

$265,485,977 

Class B Beneficiaries 

Number of Beneficiaries Taxable 
at Highest Rate Shown 

2% 3,655 
4% 303 
6% 115 
8% 73 

10% 3 
4,149 

Amount Taxable 

$ 30,508,512 
7,949,773 
S,640,927 
5,662,204 

40!.762 
$ 50,163,178 

Class C Beneficiaries 

Number of Beneficiaries Taxable 
at Highest Rate Shown 

5% 2,460 
7% 112 
9% 49 

12% 17 
15% 0 

2,638 

Total, all 
classes 18.562 

Amount Taxable 

$ 16,127,680 
2,683,338 
1,556,450 
1;001,108 

0 
$ 21,368,576 

$337.017.731 

Total Tax Collections 

$1,723,720 
851,727 

1,369,925 
167,232 

34.129 
$4,146,733 

Total Tax Collections 

$ 610,170 
317,991 
338,456 
452,976 
40,176 

$1,759,769 

Total Tax Collections 

$ 806,384 
187,834 
140,080 
120,133 

0 

$1,254.431 

$7.160,933 

Source: Special tabulation by the Department of Taxation. 
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and many are taxable because of the small exemptions. The other is that 

some of the larger inheritances, which are the largest revenue producers, 

come under the "pick-up" rather than the Virginia inheritance tax as a 

result of Virginia's low inheritance tax rates, especially in class A. 

This last point is brought out in Table 3.27 which shows that only 

87 returns, accounting for $73.1 million in net taxable estate, produced 

about $4 million in revenue. In percentage terms, 0.9 percent of the 

returns accounted for 17.8 percent of the total net taxable estates and 

produced 36 percent of total revenue. What is even more interesting 

is that 3 returns of $3 million or more brought in 20 percent of the 

total revenue. One factor that must be remembered in examining this 

table is that the revenue figure shows the total amount of tax generated 

by the "pick-up", not the increment added by the "pick-up" to what the 

inheritance tax itself produces. A special tabulation not shown in the 

tables provided the information that in fiscal year 1968-69 the "pick-up" 

accounted for $1.6 million. 

Possible Changes ir. the Inheritance Tax 

Before discussing possible changes in the inheritance tax, we must 

indicate that there are likely to be substantial changes in the 

fe�eral estate tax area in the near future. Because of the dependence 

of the Virginia law on the federal law it may be desirable to await 

developments at the federal level before making substantial changes 

in the Virginia tax. The potential for change in the federal law does 

not mean that possible modifications in the Virginia inheritance tax 

cannot be examined in the meantime. 

A doubling of present exemptions would remove the tax liability of 

many small estates which contribute little to total revenues. However, 

such a step would not make a material change in the cost of administration 

because any gross estate of more than $1,000 would still have to file 
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TABLE 3.27.--INHERITANCE TAXES ASSESSED UNDER THE 
"PICK-UP" FOR FISCAL YEAR 1968-69 

Net Taxable Estate 
(After Exemptions} 

Equal to or Amount of Net 
More Than Less Than Number Taxable Estates 

$ 60,000 $ 70,000 2 $ 111,761 
70,000 80,000 
80,000 90,000 1 85,174 
90,000 100,000 1 90,913 

100,000 125,000 1 119,097 

125,000 150,000 2 274,295 
150,000 175,000 6 956,851 
175,000 200,000 4 754,939 
200,000 250,000 4 893,979 
250,000 300,000 10 2,806,651 

300,000 350,000 9 2,966,619 
350,000 400,000 4 1,499,376 
400,000 500,000 7 3,291,729 
500,000 600,000 7 3,771,329 
600,000 700,000 4 2,591,725 

700,000 800,000 3 2,241,061 
800,000 900,000 1 877,725 
900,000 1,000,000 3 2,860,701 

1,000,000 1,500,000 8 9,167,991 
1,500,000 2,000,000 3 5,495,098 

2,000,000 2,500,000 2 4,268,557 
2,500,000 3,000,000 2 5,479,777 
3,000,000 ...1 22.472.726 

Totals 87 $73,078,074 

Source: Special tabulation by the Departraent of Taxation. 

Amount of Tax 

$ 254 

361 
415 
866 

2,382 
10,004 

8,645 
12,854 
44,926 

57,142 
28,564 
78,804 
97,323 
59,096 

69,411 
29,713 

101,747 
364,035 
275,414 

228,707 
328,780 

2,233,697 

$4,033,140 
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1
/ a return.- One way to lower administrative costs would be to increase 

the present $1,000 limitation to, say, $5,000. Since most gross estates 

up to $5,000 would not be subject to tax, the revenue loss would be 

minimal. 

If maintaining or increasing the current revenue raising ability 

of the tax were desired along with exemption increases, changes in the 

tax rates and/or brackets would be required. For example, if all exemp

tions had been doubled for fiscal year 1968-69, the amount taxable would 

have decreased by $69.8 million, and the tax collections would have 

declined by $900 thousand.1/ To offset this, an increase in the rates 

within the present brackets would have been the simplest change. 

Increasing the rates would require only a change in each rate by 1 or 

2 percentage points with the present brackets. Changing both rates 

and brackets would involve a schedule similar to the one proposed in 

Table 3.28. 

Such a schedule would increase the progressiveness of the tax over 

a larger number of size classes. In this schedule, for class A, the 

nominal rates are greater for all sizes of inheritances, especially 

the larger ones. For classes Band C, the nominal rates remain the 

same to $100,000, except for the higher exemptions, and then become 

greater. 

1/ Another possibility would be administrative changes enabling 
small estates to file only if they had a tax liability. 

Jj These computations are based solely on Table 3.26. 
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A special sample of fiscal year 1968-69 returns was taken in 
1/ 

order to obtain an estimate of the revenue yield of such changes.-

The sample indicated that the provisions in Table 3.28 would result 

in a $1.2 million or 10.4 percent increase over collections under the 

existing law. Revenue from the federal "pick-up" would have dropped 

to $0.8 million compared to the present $1.6 million. Several of the 

proposed rates never became effective in the sample. For example, 

although the highest proposed rate for class B is 16 percent, the 

highest actual rate in the sample was 10 percent. For class C the 

highest proposed rate is 19 percent, but the highest actual rate in 

the sample was 11 percent. The proposed increases in exemptions would 

have removed all tax liability of about 3,000 returns. It should be 

noted that if rate and/or bracket changes are made in the inheritance 

tax then concomitant changes in the gift tax would be necessary in 
'

order to maintain the existing relationship of gift taxes vis-a-vis 

inheritance taxes. If the existing relationship is.not maintained 

(if gift taxes are not increased), then people will be encouraged to 

distribute some part of their inheritance through gifts, and the result 

will be less revenue. 

!/ A 100 percent sample was taken of all returns subject to the 
"pick-up" and of all other returns with estates of $500,000 or more. 
The sizes of samples for other estate size classes were based on the 
formula 1. 96 � = E where E is the quantity the permissible error 
will not exceed 95 percent of the time, tr is the standard deviation of 
the observations in the given size class, and n i& the number of 
observations in the size class. E was calculatee for each sample 
by making it equal to a given percentage of the actual mean for 
the size class. The percentage used was 10 percent for the $0•4,999 
class and 5 percent for all other classes. See John E. Freund and 
Frank J. Williams, Modern Business Statistics (Englewood Cliffs: 
Prentice Hall, 1958), pp. 193-94. 



TABLE 3.28.--PROPOSED CHANGES IN THE INHERITANCE TAX 

Rate 
Class A (%) Class B 

First $10,000 Exempt First $4,000 
Over 
Over 
Over 
Over 
Over 
Over 
Over 
Over 

$10,000 and to $25,000 1 Over $4,000 and to $25,000 
$25,000 and to $50,000 2 Over $25,000 and to $50,000 
$50,000 and to $100,000 3 Over $50,000 and to $100,000 
$100,000 and to $200,000 4 Over $100,000 and to $200,000 
$200,000 and to $500,000 5 Over $200,000 and to $500,000 
$500,000 and to $1,000,000 6 Over $500,000 and to $1,000,000 
$1,000,000 and to $2,000,000 7 Over $1,000,000 and to $2,000,000 
$2,000,000 8 Over $2,000,000 

Class C 

First $2,000 
Over $2,000 and to $25,000 
Over $25,000 and to $50,000 
Over $50,000 and to $100,000 
Over $100,000 and to $200,000 
Over $200,000 and to $500,000 
Over $500,000 and to $1,000,000 
Over $1,000,000 and to $2,000,000 
Over $2

1
000

1
000 

Rate 

(%) 

Exempt 
5 
7 

9 

11 
13 
15 
17 
19 

Rate 
(%) 

Exempt 
2 
4 

6 

8 

10 
12 
14 
16 
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The final problem to be discussed concerns the treatment of life 

insurance in the inheritance tax base. At present, by administrative 

ruling, the proceeds from life insurance are taxable only if they go 

to the estate. If they go directly to a designated beneficiary, they 

are exempt, even though the basis of inheritance taxation is that 

property that succeeds from the decedent to a designated beneficiary 

is subject to tax. To exclude a part of life insurance from taxation 

appears to be arbitrary. Other death taxes do not have this exclusion, 

and the base of the federal estate tax includes the proceeds from all 

life insurance. Perhaps some modification of the ruling concerning 

life insurance proceeds should be considered. 

If life insurance had been included in the tax base for the year 

1/ 
1970, the base would have increased by an estimated $35.6 million.-

Given the assumption that it would have fallen under the inheritance 

tax rates and knowing the overall effective rate for the inheritance 

tax is 2.1 percent, the additional revenue would have been approximately 

$750,000. 

!/ 
This estimate is based on federal estate tax returns filed 

during 1970. See Internal Revenue Service, Statistics of Income, 1969, 
Estate Tax Returns, (Washington: Government Printing Office, 1972) 
p. 11. The Virginia figure was estimated by taking the ratio of Virginia
life insurance in force to u. S. life insurance in force in 1969.
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Taxes on Alcoholic Beverages and Soft Drinks 

Alcoholic Beverages 

Liquor sold in the A.B.C. stores of Virginia is subject to a 14 per

cent markup and also a 14 percent alcoholic beverages state tax. Both of 

these rates were raised from 10 percent effective January 1, 1970, and 

July 1, 1970, respectively. Additional taxes are levied on bottle sales 

for resale by the drink.l/ Wine sales are subject to a tax of 35 cents 

per gallon on unfortified wine and 70 cents per gallon on fortified wine 

(raised from 35 cents per gallon effective July 1, 1970). In addition, 

there is a beer and beverage excise tax of 2 cents per 12-ounce bottle 

and $6 per barrel.!/ 

Net profits from liquor sales and all alcoholic beverage taxes, ex

cept the additional tax on beverages that are bought for resale by the 

drink, are allocated to the general fund; however, two-thirds of the wine 

and spirits sales tax and two-thirds, but not less than $14,805,677 of 

A.B.C. profits, are distributed to localities on the basis of population 

for general purposes. In fiscal year 1971-72, revenues from the alcoholic 

beverages state tax were $25,490,583. The wine and spirits sales tax con

tributed $2,298,922 and the revenues from the beer and beverage excise tax 

were $14,619,316. The tax on alcoholic beverages bought for resale by the 

drink amounted to $537,938 (allocated to a special fund), and A.B.C . profits 

were $25,109,293. The different forms of general fund taxes on alcoholic 

beverages comprised 7.1 percent of total general fund revenues for that 

ll See the Code of Virginia, Section 4-15.3. 

,ll �' Section 4-40. 
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year. By the 1978-80 biennium they are expected to supply only 4.2 per

cent of total general fund revenues, which indicates a decline in their 

1 . . 1/ re ative importance.-

When measuring Virginia's effort with respect to alcoholic beverage 

taxation, A.B.C. profits should be included in total revenue, since it 

may be assumed that the net profits of a public monopoly are in lieu of 

higher taxes. Kenneth E. Quindry has calculated alcoholic beverage rev

enues; including net profits of state-owned liquor stores, for fiscal 

year 1970-71.l./ The table below shows alcoholic beverage revenues for 

Virginia and neighboring states on a per capita and per $1,000 of person

al income basis. 

RECEIPTS IN FISCAL YEAR 1970-71 

U.S. Average (incl. D.C.) 

District of Columbia 
Kentucky 
Maryland 
North Carolina 
Tennessee 
Virginia 
West Virginia 

Per Capita 

$ 9.54 

17.54 
4.63 
4.26 

1;2,79 
10.87 
14.14 
18.47 

Per $1,000 of 
Personal Income 

$ 2.46 

3.20 
1.54 
1.01 
4.03 
3.58 
3.96 
6.15 

Both measures show that Virginia's alcoholic beverage revenues are rel

atively high whether compared with the U.S. average or with those of our 

!/ Table 3.4� page 76 

1:/ Kenneth E. Quindry, State and Local Revenue Potential, 1971, SREB, 
(Atlanta, Southern Regional Education Board, 1972). Governmental Finances 
in 1970-1971, GF 71, No. 5 (Washington: Government Printing Office, 1972). 
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neighboring states. 

The taxation of alcoholic beverages in the District of Collllllbia re

quires a few connnents. Prices of liquor in the District are substantially 

lower than those in Virginia because of competition between sellers and a 

lower tax rate. The relatively high revenue per capita in the District 

indicates that this differential in prices attracts a substantial number 

of nonresidents, including Virginians, to purchase liquor there. Future 

discussion of raising additional revenues via an increase in alcoholic 

beverage taxation should bear in mind that a further increase in such 

taxation in Virginia will increase the price differential and worsen the 

already poor competitive price position of Virginia vis-'a-vis the District. 

Thus, an increased rate of taxation will produce greater revenues, but this 

increase in revenues will be tempered by the resulting decline in sales be

cause of higher prices and by the loss of sales to other political subdivi

sions offering more attractive prices. 

Crown Tax on Soft Drinks 

At the present time there are seven states with special taxes on soft 

drinks--Arkansas, Louisiana, Missouri, North Carolina, South Carolina, Ten

nessee and West Virginia. The amount of revenues collected in fiscal 1970-71 

varied from a low of $183,000 for Missouri to a high of $18,551,000 for 

North Carolina. The revenues were dependent upon the rates imposed on the 

various forms of soft drinks and the treatment of intrastate and interstate 

business. 

If Virginia taxed soft drinks at a similar amount per capita as any 
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one of the seven states.!/, the state could realize between approximate

ly $0.2 million (Missouri rate) and $17 million (North Carolina rate) 

in revenue with a tax at the average amount per capita generating about 

$8 million in revenue. 

There are four points to consider in discussing this tax as a pos-

sible source of additional revenue for the Commonwealth. First, it would 

produce a limited amount of revenue (assuming Virginia used rates similar 

to those of the other states). In 1970-71 even $17 million would have been

only 2 percent of total general revenues. A second point deals with the 

notion that this tax should be applied to discourage the creation of litter. 

Undoubtedly a tax applied in the "correct" way would discourage litter, but 

the states now using it tax all soft drinks regardless of the container in 

which it is sold. Thus, its purpose is probably to raise revenue and not 

to save the environment. In addition, it may be unfair to charge soft 

drink consumers with the entire cost of attempting to clean our environment 

since litter is composed of many products other than soft drink containers. 

Another point is that an extra tax would be imposed on a particular type of 

food product which is already subject to the general sales tax. The final 

point is the possible regressivity of this form of taxation. Most economists 

define a regressive tax as one with an effective rate of taxation that declines 

as income rises. If the tax is regressive, policy makers will have to decide 

if this type of tax best serves the interests of the Conunonwealth. A more de

tailed discussion of the effects and characteristics of a regressive tax may 

be found in the sales and use tax section of this chapter. 

1/ Cotmnerce Clearing House, Inc., State Tax Guide, Second Edition - All 
States: "Licenses and Miscellaneous," pp. 3001-3046. 
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Tobacco Products Tax 

Virgi�ia has a state cigarette tax of 2.5 cents per pack. Prior 

to September 1, 1966, the tax was 3 cents, and cigars were also taxed. 

Except for North Carolina, which has a 2 cent tax, Virginia has the 

lowest state tax in the nation. Among the other neighboring states 

Kentucky has a tax of 3 cents per pack, Maryland and the District of 

Colmnbia, 6 cents, West Virginia, 12 cents, and Tennessee, 13 cents 

(see Table 3.29). 

Virginia is among ten states where localities impose additional 

cigarette taxes.!/ In fiscal year 1971-72, 19 cities and 2 counties 

in Virginia imposed rates ranging from 2 to 10 cents per pack. A 

large majority of these lQcalities were in the Northern Virginia or 

Hampton Roads areas. In fiscal 1971-72 these localities received 

$11.4 million in revenue from the locally imposed cigarette taxes.l:/ 

In fiscal year 1971-72, the state tobacco products tax produced 

$15.3 million in revenue. Due to t�e relatively slow growth of to

bacco consumption, revenues from the 2.5 cents tax are not expected 

to rise at a fast pace in future years, although the rate of growth in 

tobacco products tax revenue has begun to increase recently. For the 

1974-76 biennimn the tax will probably earn the state approximately 

ll Tobacco Tax Council, Inc., The Tax Burden on Tobacco, Volume 7, 
(Richmond, 1972), p. 84. 

1:/ Information in a memo by the Tobacco Tax Council, Inc. to Virginia 
Municipal Tax and Finance Officers in Places Imposing Local Cigarette Taxes, 
January, 1973. 



-163-

TABLE 3.29.--STATE CIGARETTE TAX RATES AS OF MARCH 1, 1973 

.§.lli!:. Cents per Pack � Cents per Pack 

Alabama 12 Missouri 9 
Alaska 8 Montana 12 

Arizona 10 Nebraska 13 

Arkansas 17.75 Nevada 10 

California 10 New Hampshire 11 

Colorado 5 New Jersey 19 

Connecticut 21 New Mexico 12 

Delaware 14 New York 15 
Dist. of Col. 6 North Carolina 2 
Florida 17 North Dakota 11 

Georgia 12 Ohio 15 

Hawaii 10 Oklahoma 13 

Idaho 9.1 Oregon 9 

Illinois 12 Pennsylvania 18 

Indiana 6 Rhode Island 13 

Iowa 13 South Carolina 6 

Kansas 11 South Dakota 12 

Kentucky 3 Tennessee 13 

Louisiana 11 Texas 18.5 

Maine 14 Utah 8 

Maryland 6 Vermont 12 

Massachusetts 16 Virginia 2.5 

Michigan 11 Washington 16 

Minnesota 18 West Virginia 12 

Mississippi 9 Wisconsin 16 

Wyoming 8 

Sources: Tobacco Tax Council, Inc., ''Monthly State Cigaret Tax Report", 
January, 1973 and Commerce Clearing House, Inc. , "State Tax Review'', various 
recent issues. 
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$16.2 million per year with the present structure.l/ 

An increase in the state tobacco tax rate from the present 2.5 

cents would increase revenues substantially, provided a significant 

portion of sales were not lost to North Carolina or the District of 

Columbia. This conclusion is based upon two propositions. One is 

that even if the rate of tax were doubled, the average rise in cig

arette prices would be only 8 percent.1/ This small increase in 

price would probably not encourage many people to travel outside the 

state to purchase their tobacco products. The second crucial prop

osition is that the demand for tobacco products is inelastic,J/ or 

relatively stable over the relevant price range. This is just an

other way of saying that most people who smoke will consume only 

slightly less of the product because the price rises by a few pen-

nies. 

The following figures show the amount by which annual revenues 

would have increased in fiscal year 1971-72 with a 5 cent tax under 

!/ House Bill No. 46, passed by the 1973 session of the General 
Assembly, increased from 5 to 10 percent the discount that wholesalers 
are allowed to retain from the face value of tobacco stamps, effective 
July 1, 1974. As a result, the revenues received by the state will de
cline by about 5.3 percent from the projections used in this study. For 
fiscal year 1971-72, the change would have caused a decline of $802,308 
in tobacco products revenue. 

1:/ This figure is based on the weighted average price of cigarettes 
in Virginia as furnished by the Tobacco Tax Council. The estimate is 
biased upward because the weighted average price of cigarettes does not 
take into account the localities which impose their own tobacco tax. 

-3/ Price 1 � . Percent change in quantity demanded and ise asticity = Percent change in price 

always negative which denotes an inverse relationship. Disregarding the 
sign, if this ratio is less than 1, the demand is inelastic. If the ratio 
is greater than 1, it is elastic. 
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various assumptions about changes in sales: 

Change from Present Tax 
Revenue Atnount 
($Mil.) ($Mil.) Percent 

Present 2\ cent tax $ 15.3 $ . . . . . . . .

5 cent tax with: 
no change in sales 30.6 +15.3 100 
5 percent drop in sales 29.1 +13.8 90 
10 percent drop in sales 27.5 +12.2 80 
20 percent drop in sales 24.5 +9.2 60 

It appears that a 5 percent drop in sales would be the most realistic pos

sibility, and thus a 90 percent increase in revenues would be the result 

of a doubling in the state tobacco tax. This observation is based on a re

view of the literature on the elasticity of cigarette sales with respect to 

price. Although there are some differences in the elasticity measures, vir

tually all investigations are in agreement that the demand for cigarettes is 

inelastic.!/ The figures range from -.1 to -1.4 with most studies estimating 

an elasticity of -.5 to -.7. Using an elasticity of -.6, would result in a 

decline of cigarette sales by 4.8 percent with the projected doubling of the 

tax. 

!/ See for example, John M. Vernon, Norfleet W. Rives, Jr. and Thomas 
H. Naylor, "An Econometric Model of the Tobacco Industry," Review of Economics
and Statistics, Vol. 51, No. 2 (Cambridge: May, 1969), pp. 149-158. S. M.
Sackrin, "Factors Affecting the Demand for Cigarettes," .Agricultural Economics
Research, Vol. 14, No. 3 (Washington, D.C.: August, 1962), pp. 81-88.
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The Sales and Use Tax 

Introduction 

The state sales and use tax, which became effective September 1, 

1966, covers the sale, rental, lease, and storage for either use or con

sumption of tangible personal property at the level of final consumption. 

Exempted from the base are public utility, professional and nonprofes

sional services, as well as sales of automobiles, gasoline, liquor, pre

scription medicine, and real property. The present tax rate for the state 

is 3 percent (increased from 2 percent on July 1, 1968). In addition, 

there is a 1 percent local option tax that all of Virginia's localities 

have adopted. 

In fiscal year 1971-72 revenues from the sales and use tax, exclusive 

of the revenues from the local option, were $259,452,229 or 27.3 per-

cent of total general fund revenues. Our projections indicate that reve

nues from the sales and use tax will gradually decline in importance 

through the remainder of the decade. Sales tax revenues are expected 

to comprise approximately 25 percent of total general fund revenues 

in the next biennium and 22 percent of the total by 1978-80. 

Two major issues concerning the sales and use tax will be discussed: 

(1) modification of the present base and (2) a change in the tax rate.

Possible modifications of the base include the exemption of food and/or 

nonprescription drugs, which would lower revenues, and the extension of 

coverage to services, which would increase revenues. The change in the 

rate may be either an increase in the state rate or an increase in the 

permitted local option rate. 

The first section will compare the Virginia tax to those of other 

states. The next section will consider some possible modifications of 
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the base. The last section will discuss various revenue estimates 

that result from modifications in either the sales tax base or rate. 

Comparison with Other States 

A sunnnary of sales and use taxes levied throughout the United States 

is presented in Table 3.30. As of March 31, 1973, forty-five states and 

the District of Columbia levy a general state sales tax; in addition, 

twenty-five states have localities imposing their own sales tax 

either in addition to or in lieu of the state sales tax. The table 

indicates that the state tax rates range from 2 percent to 7 percent 

and that localities impose rates varying from 0.5 percent to 5 percent. 

Identifying the top local rate as 5 percent may be deceptive because 

it is levied by only a few localities in Alaska. This high rate appears 

to be, at least in some measure, in lieu of a state sales tax. If 

these few localities are excluded, the highest locally imposed rate 

becomes 3 percent. Table 3.31 presents a frequency distribution of 

combined state and local tax rates. Virginia is included in the 4 percent 

group, which also includes Maryland and North Carolina. Two other 

neighbors, Kentucky and the District of Columbia, levy rates of 5 percent 

while Tennessee imposes a rate of 5.25 percent. Among bordering states 

this leaves only West Virginia (3 percent) with a lower sales tax rate. 

Two important points must be emphasized when considering combined 

state and local sales tax rates. First, the combined state and local 

rates reflect the maximum rate imposed by any locality in a state. 

Second, not all localities in a state may impose the tax, and, if they do, 

their rates may be lower than the maximlllll. At one extreme is Virginia 

with a uniform rate levied by all localities, and at the other is 

Louisiana's various local taxing jurisdictions imposing rates of 

0, .5, .15, 1, 1.25, 1.5 and 2 percent. Moreover, in some cases 



TABLE 3.30.--STATE AND LOCAL SAi.BS TAXES, AS OF MAMH 31, 1973 - SUl1MARY TABLE 
(Percentage Rate) 

State 

Alabama •••••••••••••••• 
Alaska •••••. , •••••••••• 
Arizona,, .•..•....•.... 
Arkansas ••••••••••••••• 
California ••••••••••••• 
Colorado,., ••.•• , •••••• 
Connecticut •••••••••••• 
District of Columbia ••• 
Florida •••••••••••••••• 
3eorgia ............... . 

E!awaii •••.••••••••••••• 
Idaho ••••• , •••••• ,, •••• 
Illinois ••••••••••••••• 
Indiana ••••••••••••• ,,. 
Iowa •••••••••••• , ••.••• 
<ansas •..•••••••••••••• 
<entucky ••••••••••••••• 
Louisiana •••••••••• ,.,. 
1aine •••••.••••••••• , •• 
1aryland ••••.•••.•••• ,. 
1assachusetts •••••••••• 
Uchigan •••••• , •••• , •. , 
Unnesota ••••••• , •. , ••• 
{ississippi ••.••••••••• 

State 
Rate 

4 

3 
3 
3.75!.1 

3 
7 
5 

4 
3 
4 
3 
4 
2£:..I 
3 
3 
5 

3 
5 

4 
3 
4 

4 
5 

Local 
Rate 

(Max.) 

3 
5 
2 
1 
1. 25 
3 

.5 

3 

Food 
Exempt 

X 

X 
xl!.I 
X 

X 
xl!.I 
X 
X 
X 

X 

Drug 
Exempt 

X 

X 
X 
X 
l{ 
X 

X 

X 

xl!.I 
X 
X 
X 

X 

Income 
Tax 

Credit 

X 

X 

X 

X 

X 

!_/ The California state sales tax rate increases to 4.75 percent effective June l, 1973. 

J!./ This category has a limited exemption. It is taxed at a reduced rate of 2 percent. 

£/ The Indiana state sales tax rate increases to 4.0 percent effective May l, 1973 • 

State 
State Rate 

Missouri. •••••••••••••• 3 
Nebraska ...•....• , .•... 2.5 
Nevada ••••••••••••••••• 3 
New Jersey ••••••••••••• 5 

New Mexico ••••••••••••• 4 
New York, •••••••• , ••••• 4 
North Carolina ••••••••• 3 
Nor·th Dakota ••••••••••• 4 
Ohio ••••••••••••••••••• 4 
Oklahoma ••••••••••••••• 2 
Pennsylvania ••••••••••• 6 
Rhode Island ••••••••••• 5 
South Carolina ••••••••• 4 
South Dakota •••••• , •••• 4 
Tennessee .........•.... 3.5.!!./ 
Texas •••••••••••••••••• 4 
Utah •••• , •••••••••••••• 4 
Vermont •••••••••••••••• 3 
Virginia ••••••••••••••• 3 
Washington ••••••••••••• 4.5 
West Virginia •••••••••• 3 
Wisconsin •••• , ••••••••• 4 
Wyoming •••••••••••••••• 3 

.!!./ The Tennessee rate is in effect until June 30, 1973. If no action is taken by then the rate will decrease to 3 percent. 

Local 
Rate 

(Max,) 

1 
1 
.5 

.5 
3 
l 

.5 
2 

2 
1.75 
1 
.5 

1 
.5 

Food 
Exempt 

X 

X 

X 

X 
X 

X 

X 

X 

Drug 
Exempt 

X 
X 
X 

X 
X 
X 
X 

X 
X 

X 

X 
X 

X 
X 

Income 
Tax 

Credit 

X 

X 

Sources: Facts and Figures in Government Finance, 1973 (New York: Tax Foundation, Inc., 1973), pp. 198 and 249. C011111erce Clearing House, Inc., State Tax Guide, Second Edition - All 
ltates: "Sales, Use and Gross Receipts Taxes," pp. 6001 - 6146. Connnerce Clearing House, Inc., "State Tax Review," (weekly editions). 



2% 

Indiana 

1 

Note: 

3% 

Idaho 
Iowa 
Massachusetts 
Vermont 
West Virginia 
Wyoming 

6 

TABLE 3.31.--FREQUENCY DISTRIBUTION OF COMBINED STATE AND LOCAL 
GENERAL SALES TAX RATES, AS OF MARCH 31

1 
1973 

3.5% 4% 4.5% 5% 6% 

Kansas Arkansas New Mexico Alaska Colorado 
Nebraska Florida Ohio Arizona Louisiana 
Nevada Georgia Utah California Pennsylvania 

Hawaii District of South Dakota 
Maryland Columbia 
Michigan Illinois 
Missouri Kentucky 
North Carolina Maine 
North Dakota Minnesota 
Oklahoma Mississippi 
South Carolina New Jersey 
Virginia Rhode Island 
Wisconsin Tennessee (5. 25) 

Texas 
Washington 

3 13 3 14 4 

Combined state and local rates reflect the maximum rate used by any locality in the state. 
localities impose taxes and should they do so, their rates may be lower than the maximum. 

The U. S. median for the 46 states and D. C. which have the tax is 4.5 percent. 

Source: Table 3.30. 

7% 

Alabama 
Connecticut 
New York 

3 

Not all 
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different taxing jurisdictions within a state apply the tax rate to a different 

set of goods and services. 

Also shown in Table 3.30 are the states exempting food from the 

tax base or allowing an income tax credit for sales taxes paid. As of 

March 31, 1973, 17 states and the District of Columbia exempt food or 

at least tax it at a lower rate, and 6 states and the District of Columbia 

grant relief through a tax credit. Twenty-six states and the District 

exempt prescription drugs from the sales tax. The theoretical and 

empirical aspects of food and drug exemptions will be discussed in the 

next section. 

In an examination of any state tax, it is important to investigate 

how the taxing effort of one state compares with that of other states. 

Two measures generally used are tax receipts per capita and tax receipts 

per $1,000 of personal income. Estimates of the state and local sales 

tax efforts of Virginia and bordering states in fiscal year 1970-71 

1/
are shown below:-

State 
District of Columbia 
Kentucky 
Maryland 
Not·th �arolina 
Tennessee 
Virginia 
West Virginia 

U. S. Average (incl. D.C.) 

Receipts in 

Per Capita 
$ 105.26 

88.32 
65. 71 
57.93 
86.78 
64.79 

109.49 

86.27 

Fiscal Year 1970-71 
Per $1,000 of 

Personal Income 
$ 17.65 

26.71 
14.51 
16.88 
26. 26
16.60
33.13

20.76 

These .data indicate that Virginia's sales tax effort is low whether 

compared with the U. S. average or with that of bordering states. 

The above measures, however, do not take account of income tax credits 

1/ Kenneth E. Quindry, State and Local Revenue Potential 1971 
(Atlanta: Southern Regional Education Board, 1972) p. 32. 
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for sales taxes paid, which lessen the impact of the tax in several states. 

Modification of the Base 

Exemption of Food and Nonprescription Drugs 

As we just observed, a number of states exempt food and/or 

drugs from the sales tax base or grant an income tax credit for the 

sales tax paid on selected items. These modifications are an attempt 

to reduce the possible regressivity of the sales tax. 

The term regressive refers to a tax whose effective rate decreases 

as income increases. It has generally been observed that lower income 

persons spend a greater proportion of their income on consumer items, 

particularly on food and the other goods subject to the typical broad 

based sales tax, than those with higher incomes. Thus, if the sales 

tax were passed on to the consumer through higher product prices, the 

tax would be regressive. 

Many economists argue that the sales tax is passed along to 

consumers and is regressive. On the other hand, another group argues 

that the tax is shifted backward on to the owners of the factors of 

production; if it were, the tax would not be regressive. This contro

versy has not yet been resolved, although the case for forward shifting 

and regressivity does have more proponents. One reason for this con

troversy is that the typical general sales tax encorapasses hu�Jreds of 

products. It is difficult enough to calculate the degree of shifting 

for a particular product let alone to make such a determination for 

all products. 

Even if we assume that the sales tax is regressive, there is no 

basis for claiming such taxes are undesirable unless a specific 

value judgment is made to that effect. One reason is that the sales 
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tax is one of many state, local, and federal taxes paid. Since some 

of these are presumably progressive, they can offset the regressivity 

of the sales tax. As a noted expert on sales taxation points out, 

the regressiveness " of the tax is not so much an argument against 

use of the sales tax, but against excessive reliance upon it as an 

element in the overall tax structure. 111/ Another is that any tax 

represents only half of a fiscal operation. Investigating who 

receives the benefits when the tax revenues are spent would be necessary 

before criticizing a tax as regressive.1/ 

Most efforts to lessen any possible regressivity have taken the 

form of granting a food exemption which, as we saw earlier, 17 states 

and the District of Columbia offer at present. Exempting food from 

the tax base would decrease the tax burden on all consumers but especially on 

those at the lower income levels and would help to make the tax more 

proportional with respect to income. Of course, the cost of such an 

exemption would be the loss of revenue. We estimate that in fiscal 

year 1971-72 a food exemption would have reduced both state and local 

option sales tax revenues by approximately 24 percent. To the state 

this would have meant a decline in revenues of $62 million, and for 

the localities the decrease would have been $21 million. A food 

exemption would also involve problems with enforcement and admini-

stration. For instance, many stores selling food and taxable goods 

do not maintain correct records of the sale of exempt and taxable 

1/ John F. Due, Sales Taxation, (Urbana, Illinois: University of 
Illinois Press, 1957), p. 37. 

1/ James M. Buchanan, The Public Finances (Homewood: Richard 
D. Irwin, Inc., 1965), pp. 466-67.
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connnodities, The result �s usually a loss of revenue since there is a 

tendency to overstate the exemption, The primary reasons for this 

overstatement are that time pressure at the counters is severe and 

that most stores use low-paid employees and have a high rate of 

personnel turnover. To solve this problem some states have devised 

formulas on which to base the tax, Another problem concerns inter

pretation; borderline cases raise problems when candy, soft drinks, 

and meals are taxable, 

The exemption of medicine may be desirable in terms of social 

policy; however, to extend the exemption beyond prescriptions raises 

difficulties because of the lack of differentiation between medicine 

and related products. Furthermore, many household remedies are handled 

not only by drugstores but also by supermarkets, variety stores and 

others, and, as a consequence, control problems are increased. The 

exemption of nonprescription drugs would cause about a 1.7 percent 

decline in state and local sales tax revenues. Perhaps one way to 

handle these problems would be to confine the exemption to prescriptions 

1/ 
and a few major standard items, such as insulin.-

An alternative to exemption would be an individual income 

tax credit. A credit could accomplish the same goals as an exemption 

but in what might be a more efficient manner. For example, a tax 

credit could be designed to benefit only lower income persons at 

either a flat rate or on a sliding scale, A food exemption would 

benefit consumers not only at the lower income levels but also at the 

middle and upper income levels, In addition, most forms of a credit 

would result in a lower revenue loss than a food exemption, 

!/ John F. Due, State Sales Tax Administration, (Chicago: Public 
Administration Service, 1963), pp. 188-191. 
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For a more thorough discussion of the tax credit, see the preceding 

section on the individual income tax. 

Extension of Coverage to Services 

Theoretical Arguments.--There are several logical arguments for including 

services in the sales tax base. First, the underlying philosophy of 

a sales tax is that it should cover as broad a base of consumption as 

feasible. This suggests that the tax should apply to services as well 

as goods because both categories are components of consumption. There 

is no inherent feature of most services that precludes their inclusion. 

Second, as personal income rises, expenditures on services tend 

to increase as a percentage of income and at a rate faster than expendi

tures on commodities. As a result, the inclusion of services in the 

sales tax base would reduce any regressiveness in the tax, and the yield 

of the tax would be more responsive to economic activity. 

Finally, a number of services are rendered in conjunction with 

the sale of tangible personal property. Compliance and administration 

are much simpler if the entire charge is taxable than if a separation 

between service and commodity is necessary. (This is especially 

true of repair services.) 

When considering arguments against the extension of coverage to 

services, the most basic reason is simplicity. Unlike the taxation 

of tangible personal property, taxation of services requires detailed 

enumeration of specific categories and even items to be included. 

Even when enumerated, the categories may be difficult to interpret 

and cause many administrative problems. A potential gain in revenue, 

therefore, will likely be partially offset by increases in admini

strative costs. 
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A second reason for concern in extending coverage to services 

is that such a change may not relieve regressiveness in the tax as 

much as desired, Many personal services, such as haircuts, dry 

cleaning, and health services, must be used by low and moderate income 

groups as well as by the wealthy. Restaurant meals and hotel accommo

dations are already taxed, and such luxury services as cruises are 

beyond our taxing jurisdiction. 

A third problem is that extension of coverage to services tends to 

discriminate against the in-state service firms, especially those near 

the border, and against the nonvertically integrated firm. The 

discrimination against the in-state firm results because use taxes 

can very rarely be charged on out-of-state purchases of services. An 

exception would be rental of equipment from an out-of-state firm for 

use in the state. Nonvertically integrated firms face discrimination 

since they often must purchase business services from other companies. 

For example, a small company using a taxable telephone answering service 

may be at a competitive disadvantage as compared to one handling this 

service internally because employer-employee related services are not 

taxable. 

Practices in Other States.--Appendix Table A.6 shows wide differences 

in the way states treat services. All of the 45 states and the 

District of Columbia with sales taxes make provision for taxing 

meals. Forty states and the District of Columbia (including Virginia) 

tax transient lodgings. �s for public utility services, only 29 states 

and the District tax telephone and telegraph services, 32 and the 

District tax gas and electricity, and 18 and the District tax water. 
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Nine states tax intrastate transportation of persons and property. 

Even more illustrative of the differences among the states are the 

listings in the final column of other services and businesses subject to 

tax. Laundry and dry cleaning, repair services, and the lease or rental 

of tangible personal property are the most conunonly taxed services. 

Only South Dakota taxes professional services, and it exempts persons 

engaged in the healing arts or veterinarians. 

In summary, the states are consistent in their coverage of retail 

sales of tangible personal property except for food and medicine. There 

is, however, a lack of uniformity as far as selected services are con

cerned with most states excluding different services from the tax base. 

Discussion of Possible Taxable Services.--In order to more closely 

examine the possibility of Virginia taxing different services we have 

constructed Table 3.32. In the first column are listed general categories 

of services with examples. The second column states whether or not the 

service category is subject to other sales or gross receipts taxes in 

Virginia, In the third column, possible tax administration problems 

are mentioned. In the fourth column, any questions about possible tax

payer inequities are raised, and in the fifth column rough estimates of 

the potential annual revenue from each category are provided. These 

estimates range from low (less 

$3 million) to very good (over 

than $200,000) to good ($200,000 to 

1/ 
$3 million).- The revenue estimates reflect 

net increases. We have tried to deduct from the estimates sales taxes 

ll 
Estimates based on per capita sales tax collections for fiscal 

year 1969-70 by Iowa for each category times the 1970 population of 
Virginia. Sources: Iowa Department of Revenue, Retail Sales and Use Tax -
Ann11Rl Report, Fiscal Year Ending June 30, 1970 (Des Moines: December, 
1970); Iowa and Virginia 1970 populations: U. S. Department of Conunerce, 
Bureau of the Census, 1970 Census of Population - Final Population Counts, 
PC(Vl)-17 and PC(Vl)-48. 



Possible Taxable Service 

Amusements - movie theaters; per
formances; bowling, pool, skating, 
�wimming, riding, and other rec
reation fees; Turkish baths; mas
sage and reducing sa Lons; health 
clubs; golf and country clubs; 
ether recreation clubs; itinerant 
amusement shows. 

Business Services - advertising; 
promotion and direct mail; armor
ed cars; janitorial services; 
rrailing services; telephone answer
ing services; testing laboratories; 
\oirapping, packing, and packaging of 
nerchandise i weighing; sign paint
ing; equipment rental; collection 
agencies; bookkeeping services; 
secretarial services; employment 
agencies. 

Construction Services - all con
strue t ion services relating to 
buildings and structures erected 
for the improvement of rea 1 ty; 
real estate construction contracts
Frimary; carpentry; masonry; plast
ering; painting, papering, and 
interior decorating; excavating 
and grading; pipe fitting and 
Flumbing; house and building mov
ing; well drilling. 

Educational Services - private 
schools; dancing schools; music 
lessons; flying lessons; vocational 
schools; modeling schools; art 
schools, 

Financial Services - bank service 
charges; finance charges; all 
types of insurance premiums; in
vestment counseling. 

l?ersonal Services - barbers and 
teauty salons; dry cleaning, press
ing, dyeing and laundry; coin 
operated laundry and dry cleaning; 
!hoe repair and shoe shine; altera
tions; sewing and stitching; fur 
storage, repair, dyers, and dress
ers. 

(Table continued on next page.) 

TABLE 3 .32 .--EXAMINATION OF
0_

POSSIBLE TAXABLE SERVICES AND ru':LATED ISSUES 

h the Service 
Subject to Other 

Cross Receipts Taxes? 

License taxes are 
imposed by localities 
on admissions and on 
some of the others. 

Merchants license 
taxes are imposed by 
many localities on 
all of these. 

Some localities im
pose license taxes 
on the fees received 
on gross amount of 
contract or order 
of contractors. 

Private schools are 
not usually subject 
to these taxes, but 
dancing schools and 
some others frequent
ly are. 

There is a state 
tax on the gross 
premiums of insur
ance companies. 

These are subject to 
1 icense taxes on 
gross receipts by 
localities. 

Ease of Administration 

This would require collections from many new deal
ers, including one night performances and itinerant 
amusement shows. A question would arise about tax
ing amusements to raise money for charities, and 
"charitable" would have to be defined. Relating 
to clubs where fees are paid in the form of member
ship dues, it might logically follow that all dues 
to all clubs are taxable. 

Most of these are fairly easy to define and would 
add new dealers to the tax rolls. However, adver
tising is difficult to define, there is a question 
about tax interstate commerce, and it would be 
costly to administer the tax on out-of-state adver
tisers. 

The point can be made that the purchase of real 
property, including structures, is a capital in
vestment and not a consumer expenditure. Repairs 
and remodeling may be classified as repairs to 
tangible property and therefore are taxable. It 
would be difficult to differentiate between con
struction of structure and the addition or alter
ation of a few rooms. It would be difficult to 
enforce complete compliance among so many small 
concerns. Many new dealers would be added to the 
tax rolls. 

Careful definition would be necessary to encom
pass all types of educational services. Since many 
lessons are taught by private individuals, evasion 
would be easy. 

The dealers in question would be easily locata
ble. Finance charges would have to be differen
tiated from interest. Finance charges apply to 
bank credit cards and retail store credit cards 
as well as to financial institutions. It would 
be necessary to define the types of insurance 
premiums taxed. 

Since most of these services are provided by re
tail stores which already collect the tax on 
some items, it would be fairly easy to extend 
coverage to these items. It might be beneficial 
to set some sort of lower limit to exempt shoe
shine boys and other extremely small operators. 

Taxpayer Equity 

This category would have to in
clude most types of amusements 
to avoid discrimination against 
the ones taxed. 

Taxing these services would 
frequently discriminate against 
the sma 11 nonvert ica l ly inte
grated firm. 

Taxing construction could be a 
penalty to potential construc
tion investors and might be 
detrimental to the construction 
market. Taxing only a primary 
contractor would discriminate 
against general contractors 
and would be easily avoidable. 
Taxing minor work done by car
penters, plasters, etc. would 
be equitable if all categories 
were included, 

This is a very questionable 
category since it taxes people 
for learning a vocation. 

Taxing this category penalizes 
people with small accounts, 
people dealing with certain 
banks, credit users, and people 
dealing with investment counsel-
ors rather than bankers :)r stock 
brokers. Taxing insurance prE'-
iums imposes a tax on saving since 
the purchase of insurance is often a 
form of saving as well as a pur
chase of the service. 

Taxpayer equity seems satisfac
tory although most states do 
not tax thes(> - perhaps because 
many are viewed as necessities. 

Potential Net 
Revenue Impact 

Very good. 

Good, (not 
including 
advertising.) 

Very good. 

Good, (not 
including private 
schools.) 

Good, (not 
including insurance 
premiur.,s or fin.?,:c.:: 
chargta,::.) 

Good. 



Possible Taxable Service 

Professional Services - accountants i 
architects; attorneys; artists; 
chemists; doctors; dentists; nurses; 
allied health personnel; veterina
rians i engineers; geologists; sur
veyors; morticians; pharmacists, 
chiropractors; fortune tellers; 
pawn brokeC"S i taxidermists; in
terior dec:>rators. 

Public Utilities - electric power; 
gas; waterj telephone and telegraph. 

Repair Services - automobile re
pair; battery, tire, and allied; 
oilers and lubricators; washing, 
waxing, and polishingj wrecker 
service; vulcanizing and retread
ing; boat repairj machine repair; 
motorcycle, scooter, and bicycle 
repair; motor repair; tin and 
sheet meta� repair; roof, shingle, 
and glass repair; electrical re
pair; household appliance, tele
vision and radio repair; jewelry 
and watch tepalr; furniture, rug, 
upholstery repair and cleaning; 
office and business machine repair; 
swimming pool cleaning; wood 
preparatiofl; welding; finishers; 
polishers; exterminators. 

Intrastate Transportation Ser
vices - bu!es; taxis j trucks; 
trains; airplanes. 

Miscellane<1us .. boarding of ani
mals; groaning of animals; stud 
fees; engraving, photography, 
and retouct.ing; printing and 
bindingj refuse services; park
ing lots, storage warehouses 
and lockers. 

TABLE 3.Jz.--EXAMINATION OF POSSIBLE TAl'.ABLE SERVICES AND RELATED I,,,c;;s (Continued\ 

Is the Service 
Subject to Other 

Gross Receipts Taxes? 

Many professionals 
are subject to local 
1 icense taxes on 
gross receipts. 

Nost localities levy 
some type of user or 
sales tax on public 
utilities. These 
may have a nominal 
tax rate of as high 
as 25% al though 
upper limits often 
lessen the effective 
rate. Many state 
public service 
curporation taxes 
reldte to gross 
receipts, 

Frequently subject 
to loca 1 1 icense 
taxes. 

Many are taxed by 
the state on gross 
receipts. 

These may be sub
ject to 1 icense 
taxes in many 
localities, 

Ease of Admiuistration 

This tax may be difficult to collect from so mar.y 
independent pract it i.Jn..:rs. 

fhese services are simple to define and to collect 
.=rom. A question would arise about the local taxes, 
If permitted to continue, taxes would be excessive. 
If disallowed, localities would lose revenue. 

Repair services are fairly easy to define. Many 
retail dealers offer repair services so that ex
tending coverage to these would not be extremely 
difficult. It might lower the compliance costs 
to the dealer. 

Intrastate transportation is difficult to define 
and difficult for both the Department of Taxation 
and dealer to collect taxes on since it requires 
the separation of intrastate from interstate 
transportation. 

Most of these are fairly easy to define and to 
administer. 

Taxpayer Equity 

There are questions about tax
ing health and legal services. 
Who pays the tax bill on court 
assigned legal services? 

Taxing these may discriminate 
against the users of electri
city or natural gas when the 
alternatives are fuel oil or 
bottled gas, which are subject 
only to the regular sales tax. 

Satisfactory. 

Penalizes nonvertically inte
grated firms and individuals 
not using private transporta
tion. Discourages public 
transportation which many 
areas have found desirable 
enough to subsidize. 

Satisfactory. 

Potential Net 
Revenue Impact 

Very good. 

Very good if all 
present taxes are 
maintained. 

Very good. 

Very good. 

Low for any one 

of these categories. 
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presently paid by services on goods (e. g. plastic bags for dry cleani:ig) 

used in production, since they would no longer be defined as the final 

level of production. For service establishments, such as auto repair 

shops, which already collect the sales tax on parts, we have counted 

only the additional revenue from taxing services. 

From the table, it is apparent that most services are subject to 

some kind of local gross receipts tax. If the sales tax were extended 

in addition to these taxes, the tax rate might be excessively high. 

However, if the localities were not permitted to continue levying their 

taxes on these items, most would experience a considerable decline in 

revenue. 

Of all the different types of se:cv:::.c�s, the type most suitable for 

inclusion within the tax base would be that re·,-::..�ered by business establish

ments rather than by professional men or other indiviu.·<1als. If the tax 

were limited to businesses, general administration would be s��plified. 

If it were extended to personal services rendered by individuals and 

professional men, several new problems with administration wot:.::..:: 1::.c 

created. Moreover, significant objections that relate to social policy 

would arise over the taxing of medical, dental, hospital and related 

services, legal services, and the like. 

The listings of services under the broad categories in Table 3.32 are 

only intended to be illustrative and not exhaustive. A very detailec list

ing of all possible services should be made by the �epartment of Taxation 

along with suggestions as to the most administratively feasible beioL� 

specific services are proposed for inclusion in the tax base. 
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Revenue Estimates 

Change in Rate 

The current sales and use tax structure provided a base of $8.3 

billion in fiscal year 1971-72 (see Table 3.33). An increase in the 

tax rate of 1 percentage point would have increased revenues by about 

$83 million. This could be either an increase in the state rate which 

would increase general fund revenues or an increase in the permitted 
1/ 

local option rate which would benefit localities directly.-

2/
Change in Base-

The exemption of food purchases from the tax base would have 

meant a 24 percent or $2.0 billion reduction in the 1971-72 sales 

tax base; revenues would have dropped $59.7 million at the present 

3 percent rate. The estimate was derived from the Department of Taxation 

reports of quarterly sales by business classification. All sales of 

bakeries, confectioners, dairies, fruit and vegetable stands, and 

grocery stores were counted as food sales. This is an oversimplification 

because a portion of their sales represent non-food items. On the other 

hand, a portion of the sales of drugstores, delicatessens, and other 

1/ Actually, the additional revenue might be slightly less than 
$83 million because the increase in the sales tax rate would increase 
prices which in turn might decrease sales. For a fuller discussion 
see Ann F. Friedlaender, Gerald J. Swanson and John F. Due, "Estimating 
Sales Tax Revenue Changes in Response to Changes in Personal Income and 
Sales Tax Rates," National Tax Journal, Vol. 26, No. 1 (Washington: 
March, 1973), pp. 103-110. 

2:/ These revenue estimates assume no late charge penalties or 
interest payments on delinquent sales tax payments (see Table 3.33). 
They are therefore slighLly lower than any estimate based on applying 
the percentage change to total collections. For example, 24 percent 
of $259.S million (total 1971-72 state sales tax revenues) is $62.3 
million and of $89 million (total 1971-72 local option sales tax revenues), 
$21.4 million. 



a/ Present sales and use tax-

Present base with food ex
emptions£./ 

Present base with food and 
nonprescription drug ex
emptions.£/ 

Present base plus coverage 
of selected services�/ 

Present base plus coverage 
of selected services less 
exemptions for food and 
nonprescription drugs 

TABLE 3.33.••ESTIMATED TAX YIELDS FOR VIRGINIA FROM ALTERNATIVE 
CHANGES IN THE SALES AND USE TAX, FISCAL YEAR 1971-72 

Tax Recei:ets with 3% Rate Tax Recei:ets 
Estimated Tax Change 
Base, 1971-72 Amount from Present Amount 

$8,289,000,000 $248,700,000 $ $331,600,000 

6, 300,000, 000 189,000,000 -5 9,700,000 25 2, ooo, 000 

6,159,000,000 184,800,000 -63,900,000 246,400,000 

9,103,000,000 273,100,000 +24,400,000 364,100,000 

6 , 9 7 3, 000, 000 209,200,000 -39,500,000 278,900,000 

with 4% Rate 
Change 

from Present 

$ +82,900,000 

+3,300,000

-2,300,000

+115 ,400 ,000

+30,200,000

�/ Based on actual taxable sales as reported by the Department of Taxation, Difference between computed tax receipts 
(in this table) and actual r�ceipts reported by Comptroller ($259 million for state tax) is mainly due to penalty and 
interest collections not ref.lected in taxable sales. 

'E_/ Based on actual t:ax,'lble sales of bakeries, confectioners, dairies, fruit and vegetable stands, and grocery stores 
as reported by the Department of Taxation for fiscal year 1971-72 • 

00 
..... 

I 

.£1 Nonprescription drug sales based on actual taxable sales of drugstores selling a variety of merchandise in addition 
to prescription drugs, The figure was reduced by one-half to allow for the sales of nondrug items. 

�/ For services included see Table 3,34. This is a net figure; sales of service establishments which are already 
subject to the sales and use tax are not included. 

Souru·.: Department: of Taxation, a special computer printout based on Taxable Sales in Virginia Counties and Cities 
Based on R!c!tail Sales Ta�-�evenues

1 
Quarterly Re:eort, pre;,ared for fiscal year 1971-72, (Richmond, June, 1973); also 

Table 3.34 of this study. 
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1/ 
stores represent food sales that would be exempt.- Exempting both food 

and nonprescription drugs would have reduced the tax base by 25.7 percent 

or $2.1 billion and would have led to a decrease in state revenues of 

$63.9 million. 

Revenue estimates by broad category of services were provided 

in the section on extension of coverage to services. For the purposes 

of this section, we have chosen some of the most likely services and 

enumerated them in Table 3.34. �xtenuing coverage to these services 

would have added nearly 10 percent or $814 million to the tax base 

with revenues increasing by $24.4 million at a 3 percent rate. 

ll 
In the last few years, the ratio of food sales to total sales 

has declined by l percentage point. This trend supports the basic 
economic postulate that food outlays as a percentage of income slowly 
decline as income rises and makes it possible to infer that the relative 
revenue impact of a food exemption would lessen over time. 



Beauty & f.l.arber Shops 
SIC 723 & 724 

Auto Parking 
SIC 752 

Auto Services Except 
Repair (Mainly Auto 
Laundries) 
SIC 754 

Auto Repair Shops 
SIC 753 

Motion Pictures 
SIC 78 

Amusements, Recreation 
Services, F..xcept 
Motion Pictures 
SIC 79 

Shoe Repair 
SIC 725 

Miscellaneous Personal 
Services 
SIC 729 

Laundry, Laundry Service, 
Cleaning, Dyeing Plants, 
Pressing, Alterations, 
Garment Repair, Fur 
Repair, Storage 
SIC 721 and 727 

Miscellaneous Repair Services 
(Elec. Repair Shops, \Jatch 
Repair. Reupholsterers. Lock
smiths, Lawnmower Repair, F.tc.) 
SIC 76 

Department Stores.£/ 
SIC 531 

Automotive Dealers.�/ 
SIC 55 ex 554 

Gasoline Service Stations£./ 
SIC 554 

Apparel & Accessory Stores£/ 
SIC S6 

Household Appliance Stores£./ 
SIC S72 

Total 

TABLE 3.34.--ESTIMATED INCREASE IN SALES TAX BASF. FROM 
TAXING SELECTED SERVICES FISCAL YEAR 1971-72 

1967 Sales 
1972 Sales;[/ (Census) 

65,015,000 $ 103,240,000 

3,362,000 

]- 13,680,000 
5,252,000 

78,616,000 124,840,000 

22,914,000 

]- 118,740,000 
51,859,000 

4,643,000 

]- 14,140,000 
4,260,000 

115,352,000 183,180,000 

60,395,000 95,910,000 

668,161,000 1,061,000,000 

I, 174,569,000 1,865,200,000 

472,921,000 751,000,000 

308,499,000 489,900,000 

59,247,000 94,080,000 

$3,095,065,000 $4,915,000,000 

Amount Currently Nontaxable 
Which Would Become 1'axable 

Ratio to Total 
Sales 

.9641;/ 

,914!!/ 

.61o!!.1 

.878!!_/ 

. 12#1 

.050 

.070 

.070 

050 

.050 

Amount. 1972 

$ 99,520,000 

12,soo,000 

76,150,000 

104,250,000 

11,500,000 

176,040,000 

69,060,000 

53,050,000 

130,560,000 

52,570,000 

24,(190,000 

4,700,000 

$814,400,000 

!_I Estimated by multiplying 1967 sales by 1.588, the ratio of fiscal year 1971-72 Virginia personal income to 1966-67 Virginia personal 
income. 

�/ Based on 1967 Internal Revenue Service national data for proprietorships and partnerships. Ratio derived by BR
B; MP• where HR= busi

ness receipts and MP "" merchandise purchased. In some cases IRS industry definitions differed slightly from stondard industrial code (SIC) 
definitions. Industries were matched as follows: 

SIC 
723,724 
752,754 

753 
78, 79 

IRS CODE 
__ 6_2_ 

68 
67 
70 

SIC 
725,729 
721,727 

76 

IRS CODE 
__ 6_3_ 

61 
69 

E./ Sales of retail stores which also provide services, Rat:I > of services to total sales for automotive dealers and gasoline service 
stations was obtained by taking the median of figures from several automotive dealers on percentage of total sales accounted for by service. 
Assuming the remaining establishments would have a lower ratio of service sales to retail sales, a 5 percent ratio was applied to them. 

Sources: U. S. f'ureau of the Census, Census of Business: 1967 Selected Services, Virginia, BC 67 .. SA48 and 1967 Retail Sales, Virginia, 
BC 67-RA48 (Washington, D. C.: Government Printing Office, 1969 and 1970). Table 1 in both volumes; U. S. Treasury Department, Internal 
Revenue Service. Static;,-;,-.:. nf Incofl'lo; 1967 nuai.nec.:.:. Im.umi:= Tc&X l\eLurns (Wasn1ngcon

1 D. c.: Government Printing Office, 1970), Tables 
2.2 and3.2. 
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Pari-Mutuel Betting and a State Lottery 

Introduction 

Pari-mutuel betting on thoroughbred, standardbred, and greyhound 

racing and a lottery have been mentioned as potential state revenue 

sources. Adoption of legislation allowing any of them is now permitted 

under the constitution. Pari-mutuel betting is discussed first. 

Pari-mutuel Betting 

The 1971 extra session of the General Assembly created a commission 

to "study and report upon the most practicable and feasible methods for 

the conduct of pari-rnutuel betting on horse racing under a plan which will 

further the public interest and produce maximum revenues to the Commonwealth 

and its political subdivisions from the·conduct of such activities." The 

1972 session of the legislature continued the commission, which submitted a 

report in the fall of 1972 recommending pari-mutuel wagering on horse racing. 

The necessary legislation was introduced at the 1973 session but was defeated, 

and the General Assembly continued the commission for another year.:!/ 

The commission's report discusses the basic issues involved in bringing 

horse racing to Virginia, including state control through a racing commission, 

the possible location of racing facilities, the types of tracks and their es

timated cost, and the revenue potential of racing. To analyze this potential 

the report makes the following assumptions: 

l/ House Joint Resolution No. 8 of 1971, House Joint Resolution No. 84 
of 1972, and House Joint Resolution No. 291 of 1973. 
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1. That there would be two racing facilities oper
ating, one in Northern Virginia and the other in
the Hampton Roads area.

2. That the racing facilities would be designed for
year-round use with each track allowed 100 or more
days of racing.

3. That at each facility there would be a one mile
thoroughbred racing strip and a five-eighths mile
standardbred strip.

4. That the take-out from the pari-mutuel handle would
be 15 percent with the state, the horsemen, and the
racing association each receiving one-third. The
breakage, or odd cents of a payoff, would also be
divided equally among those three.

Using these assumptions, the report estimates that in the first year of op

eration of the two racing facilities the state would receive at least $3 

million as its share of the take-out and breakage. In the second or third 

year, the state share would rise to about $7.5 million and after five years 

to around $10 million.l/ Thus, if racing were approved during the 1974-76 

biennium and if construction of the tracks began soon thereafter, revenues 

would not begin to reach their full potential until the early 1980's. 

Another source of revenue related to horse racing is off-track betting, 

which so far has only been operating in New York City, beginning in 1971, and 

two other cities in New York state. Because of limited experience and start

up problems, any estimates of the fiscal significance of off-track betting 

are risky; however, in fiscal 1971-72 the New York City Off-Track Betting 

Corporation had net revenues of about $2.00 per capita. 

ll For more on the subject see Report of the Pari-Mutuel Betting Study 
Connnission (Richmond: Department of Purchases and Supply, 1972). 
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A State Lottery 

In the last nine years eight states have established lotteries. New 

Hampshire was the first in 1964 followed by New York in 1967, New Jersey 

in 1970, Massachusetts and Connecticut in 1971 and Pennsylvania, Michigan, 

and Maryland in 1972. Each of the..� has a functioning lottery except for 

Maryland, which is still planning its operation. 

For New Hampshire and New York the results fell short of �xpectations. 

For the first eight years the New Hampshire lottery netted an average of 

$1.6 million per year (about $2.00 per capita), and the New York lottery 

produced in net revenues an average of $34 million per year (also about 

$2.00 per capita) in its first five years. In New Jersey the lotte1y 

began operations in January, 1971, and proved more successful than �or 

either of its predecessors. Net revenues for the first eighteen uDnths 

were $102 million, or roughly $10.00 per capita on an annualiz�d basis • .!/ 

Because of the success of the New Jersey lottery it has become the 

prototype for the lotteries begun in Massachusetts, Connecticut, Pennsyl

vania, and Michigan. Preliminary reports indicate that these states are 

beginning to have the same success that New Jersey has enjoyed. Even 

New Hampshire and New York have modified their operations in the last 

two years to conform to the New Jersey pattern, and the result has been 

some increase in net revenues. The basic �:�'l:lents of the New Jersey 

system are: 

1. Low priced tickets (50 cents).

1/ 1970 Census of Population total population figures are used for
all per capita figurea. 
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2. Frequent drawings (at first weekly and as of November,
1972, also daily).

3. Numerous and easily accessible outlets for the purchase
of tickets (including supermarkets, department stores,
drug stores, and restaurants).

4. A fairly high probability of winning.

5. 45 percent of gross revenues set aside for prizes.

6. Numbered tickets in lieu of recording the names and
addresses of purchasers.

7. A concerted effort by the state to promote the lottery
after recognizing that it is a consumer service that
not only must be designed to appeal to consumer tastes
but to be successful must be merchandised like one.

There are, of course, other factors to consider besides the nature and struc

ture of the lottery in trying to estimate its revenue potential. These in

clude competition from lotteries in neighboring states, the level of personal 

income in the state and in surrounding ones, and the propensity of residents 

and nearby nonresidents to gamble. 

It does appear that on the basis of the still preliminary evidence, a 

lottery of the New Jersey type can produce in net revenues as much as $10 

per capita. This potential could probably be greater except for federal 

laws that prohibit the mailing of matter related to a lottery, advertising 

a lottery in interstate commerce, and transporting lottery tickets in in

terstate conunerce. These restrictions limit the state's access to the 

lottery market and raise operating costs. 

Two additional questions that must be answered are: 

1. For what purposes should the net receipts from a lottery
be used? They are earmarked for education in New Hampshire
and New York, and New Jersey allocates them to education
and state institutions. Pennsylvania uses the revenues
for property tax relief for the elderly, and Massar.husetts
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provides aid to local governments with them. In Connecti
cut and Michigan they are put into the general fund. Ear
marking may enhance the acceptability of the lottery but 
may just free non-earmarked revenue that would otherwise 
have been devoted to the designated activity. 

2. Why should a gov�:rn.-::er..t actively promote a lottery? No
other form cf consumption receives such official encour
agement. In addition, it would involve the risk of gov
ernment funds in an essentially conunercial enterprise.!/

To estimate the revenue potential of a lottery in Virginia, we assume 

that its main elements wo,;J_,t f:i i- th<? N�w Jersey pattern and that it would 

face competition from the Maryland lottery. Wi.th poor response we estimate 

that it would net $9.5 million, with average response, $23.5 million, and 

with very good response, $47 million. 

!/ For more on a lottery as well as off-track betting, see Council of 
State Governments, Gambling: A Source of State Ro� (Lexington: January, 
1973), pp. 1-17 and Frederick D. Stocker "State Sponsored Gambling as a Source 
of State Revenue," National Tax Journal, Vol. 25, No. 3 (Lancaster: September, 
1972), pp. 437-441. 
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Sunnnary of Major Sources 

In Table 3.35 we show the effects of alternative changes in 

several of the state's general fund revenue sources in the 1974-76 

biennium. We still assume that new revenues from a crown tax, 

horse racing, or a lottery would be applied to the general fund. 

We select for each revenue source the most reasonable effective 

date for any changes. For example, the individual income tax, which 

is the most important source of revenue, is forecast to produce 

$628.7 million in 1974-75 with the present structure and rates. If 

alternative rate schedule 1 were adopted, we assume that the change 

would become law on July 1, 1974, but with an effective date of 

January 1, 1974. For 1974-75 the schedule would produce an additional 

$67.7 million from the seventeen month period (allowing for a thirty 

day lag in collections). Thus, the transitional effect of any change 

is reflected in the first year of the next biennium while the twelve 

month impact is shown in 1975-76. 

The table can be used to put together any revenue package desired. 

As an illustration, to exclude food purchases from the sales tax base 

and increase the rate from 3 to 4 percent would generate at the state 

level an extra $4.3 million in revenue in 1974-75. 



TARLF. 3.35.--PROJEC1"ED Rl·:Vt·:NUl·:S l•"IWM AL'l'l·:t:NATJVI·: 

CIIANGI\S IN R�VlsNUE S'l'RIIC'l'URI•: ANIJ/OR RATES, 
1974-76 BrENNIUM 

(Millions of Dollar,;) 

Revenue Source 

1 NDIVIDUALS AND FIDUCIAP.IES-
lNCOHE TAX 
Present structure; l)resent rates 
Present structure; rate schedule l 
Present structure; r-ate schedule 2 
Present structure; cate schedule 3 
Present structure; rate schedule 4 
Present structure; rate schedule 5 
Present structure; cate schedule 6 
Present structure; rate schedule 7 
Present structure; rate schedule 8 

Present structure; Tate schedule � 

S750 exemption; present rates 

TAX CREDIT TO COMPENSATE FOR SALES TAX ON FOOD 
(EXCLUDING LOCAL OPTION) 
$16 credit per exemption 
$16 credit per exemption but limited 

to AGI of under $6,000 

INHERITANCE TAX 
Present structure; present rates 
Present structure with inclusion of insurance; 

present rates 
Proposed structure; proposed rates 

CROWN TAX ON SOFT DRINKS 
Average per capita revenue of states with 

the tax 

TOBACCO PRODUCTS TAX 
Present structure; present rates 
Present structure; 5 cent rate; no change in sales 
Present structure; 5 cent rate; 
Present struc::ure; 5 cent rate; 
Present structure; 5 cent rate; 

STATE SALES AND USE TAX 
( EXCLUDING LOCAL OPTION) 
Present structure; present rate 
Present structure; '•'%. rate 

5% drop 
10% drop 
20% drop 

Excluding food purchases; present rate 
Excluding food purchases; 4-Z. rate 

in sales 
in sales 
in sales 

Excluding food and nonprescription drugs; present rate 
Excluding food and nonprescription drugs; 4% rate 
Adding selected services; present rate 
Adding selected services; 4'% rate 

PARI·HUTUEL BETTING AND LOTTERY 
Pari-mutuel betting 

Lottery 

Projected 
Revenue 

$628. 7 
696.4 
839.2 
725. 3 
719. 5 
714.6 
551. 9 
665.9 
738.5 
733.5 

589.4 

-76. 2 
-26.6 

18. 3 
19.0 

19.4 

9. 7 

16.1 
32. 2 
30.6 
29.0 
25 .8 

350.0 
457 .5 
272.6 
354. 3 
267 .1 
346.9 
381.6 
499.6 

1974-75 
Chnnge from 
Present Tax 

$ 
+ 67. 7 
+210. 5 
+ 96.6 
+ 90.8 
+ 85,9 
- 76.8 
+ 37. 2 
+109.8 
+104.8 

- 39.3 

-76. 2 
-26.6 

+.7 

+l, l 

+9. 7 

+16.1 
+14.5 
+12.9 
+ 9.7 

+107 .5 
- 77.4 
+ 4.3 
- 82.9 

3.1 
+ 31.6 
+149.6 

Projected 

� 

$ 723. 4 
782. 7 
907 .9 
808.0 
803.0 
798,6 
656. l 
756.0 
819.6 
815. 3 

692.0 

-77. 3 
-27 .o 

20. 2 
21.5 

22.3 

11.3 

16. 3 
32.6 
31.0 
29.3 
26. I 

380.8 
507, 7 
289.4 
385.9 
282. 9 

377. 2 
418.1 
557.4 

Change from 
Prei.ent Tax 

• 19. 3 
+184. 5 
+ 84.6 
+ 79.6 
+ 75. 2 
- 67. 3 
+ 32.6 
+ 96. 2 

+ 91. 9 

• 31.4 

- 77. J 
- 27 .o 

+ 1,3 

+ 2.1 

+ 11.3 

+ 16.3 
+ 14. 7 
+ 13.0 
+ 9.8 

+126.9 
- 91.4 
+ 5.1 
- 97 .9 
- 3.6 
+ 37.3 
+176.6 

From two racing facilities the state cc..uld expect about 
$3 million in the first year of operation, $7 .5 million 
after two or three years, and around $10 million after 
five years. Only the $3 million figure might be achieved 
in the next biennium. 
Estimated receipts for a year range between $9.5 million 
and $47 million depending on the degret- of public 
acceptance. 

Methodologies for projected revenues due to structure or rate changes are: 
1. Individual and Fiduciaries Income Tax .. Percentage relationships between 1971 revenue estimates under the present 

structure and rates and revenue estimates for the alternative rate schedules and structure were applied to projected 
revenues under the present structure and rates. The projected changes for 1974-75 include seventeEn months of 
revenue::. because an effective date of January 1, 1974, with a thirty day collections lag was assumed. The impact 
of the $1,000 exemption for the elderly was excluded from the calculations; with the present or alternative rates 
it will mean $1 to $2 million less in revenues, and maintaining it with a $750 exemption for all other classes will 
reduce the revenue loss by $1 to $2 million. 

2. Tax Cretlit to Compensate for Sales Tax on Food - The number of exemptions to which the credit would apply in tax 
year 1971 was assumed to be 4,519,000. This number was increased by 1.5 percent for 3\ and 4\ years, respectively, 
to allow for tax year 1971 containing one-half each of fiscal years 1970-71 and 1971-72. The methodology for the 
credit limited to those with incomes under $6,000 was similar except that the initial number of exemptions was assumed 
to be 1,579,513. The credit was increased from $13 to $16 to account for the projected rise in the cost of food. 
An effective date of January 1, 1974, was utilized along with the assumption that persons would clciim the credit 
on t:hc t:a.x ,.-ct:u,.-n filed fo,.- 1?74. No fo,.-ccaat:1111 vc,.-c made. oE the ,.-cvcnuc loa1111 cau3cd by a olid:l.ri.s cealo rT'•rli t" fl"llr 

persons with incomes under $6,000, although the cost would have been less than that for the $16 credit limited by 
that income level. 
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3. Inheritance Tax - Projections for revenues from including insurance were based on the percentage relationship 

of the estimate for calendar year 1970 to actual collections for 1969-70. Projections for revenues from the 

proposed changes in structure and rates relied on the 10.4 percent increase over the existing structure and 

rates indicated by the sample of 1968-69 returns. Inheritance tax revenues were estimated to be 95 percent 

of inheritance and gift tax revenues. The changes forecast for 1974-75 include six months of revenue, for 

an effective date of July 1 1 1974, with a one-half year collection lag was assumed. 

4. Crown Tax on Soft Drinks - The estimated revenue for Virginia for fiscal 1970-71, based on the average per 
capita revenue of states with the tax, was increased by 7. 2 percent a year, the average annual ratio of 
growth of the value of soft drink shipments between 1963 and 1967, from the 1963 and 1967 Census of Manu
facturers - Virginia. An effective date of July l, 1974, with a thirty day collection lag was used; as a 
result, the forecast for 1974-75 reflects eleven months of revenues. 

5. Tobacco Products Tax - For a doubling of the rate and no change in sales projected Tevenues from the present 

structure and rates were multiplied by 2; for 5, 10, and 20 peTcent decreases in sales, the doubled revenues were 

decreased by 5 1 10, and 20 percent, respectively. An effective date of July 1, 1974, with no collections 
lag was assumed. These forecasts do not account for the doubling of the discount to tobacco wholesalers, 

which will cost about $850,000 annually. 

6. State Sales and Use Tax .. The percentage relationships between the present structure and rate and the 
alternatives shown in Table 3.33 for 1971-72 were applied to the projected revenues for the present structure 

and rate for 1974-75 and 1975-76. The changes projected for 1974-75 include eleven months of revenues 
because an effective date of July 1, 1974, with a thirty day collections lag was used. 

7. Pari-Mutuel Betting and Lottery - Estimates were made in the text (pp. 184-88 ) for racetracks and a lottery. 
If approved, a lottery could probably be in full operation by 1975-76, but racetracks could not until several 
years following the 1974-76 biennium. 
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SPECIAL FUNDS 

This report is primarily concerned with analysis and projection of revenues 

and expenditures passing through the general fund. Revenues earmarked for 

special purposes however account for more than half the state's total collec

tions (as can be seen in Table 3.36) and will be discussed briefly here. 

TABLE 3.36.--TOTAL REVENUES FROM GENERAL FUND, SPECIAL 
AND OTHER FUNDS 1964-1970 

Millions 

Biennium 
Revenues 1964-66 1%6-68 1968-70 1970-72 
Going Into Amount io Amount h Amount io Amount l 

General Fund $ 724.4 40.0 $1,021.4 44.6 $�,489.6 49.3 $1,784.9 46.3 

Special and 
60�0 Other Funds 1,087.3 1,267.3 55.4 1,535.3 50.7 2,070.6 �

Total Funds $1,811.7 100.0 $2,288.7 100.0 $3,024.9 100.0 $3,855.5 100.0 

Source: Derived from Tables 3.2 and 3.37. 

Table 3.37 shows historical collections of special funds revenue by source 

for the part five bienniums, while Table 3.38 summarizes the major special 

funds revenue sources for the 72-74 biennium. As can be seen, relatively few 

sources account for the bulk of special funds revenue. The three major motor 

vehicle related sources (motor vehicle fuel tax, motor vehicle sales and use 

tax and motor vehicle Licenses) account for 25 percent of special funds revenue, 

while grants from the federal government amount to almost 45 percent and in

stitutional revenues account for an additional 15 percent. Together these 

major sources make up 85 percent of special funds revenue. 
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TAIL! 3.37-- TOTAL REVENUES FROH SPECIAL FUNDS AND OTHER FUNDS NOT APPLICABLE TCl TIIE CENl::RAL 1'"lJNlJ l':Jb2-b4 TO l970-72 

Revenue Sourc e 

TAXES 

Pub I ir Service Corporations 

�:�!�
a

�!:�c le Fuel Ta�/ 

Payroll Tax for Unemployment Compensation 
Motor Vehicle Sales and Use Tax 
Other Taxes 

Sub-Total, Taxes 

RIGHTS AND PRIVILEGES 

Hunting and Angling Licenses 
Motor Ve.hie le Licenses 
Registration of Title of Hotor Vehicles 
Chauffeurs' and Hotor Vehicles Operators' Permits 
All Other Licenses and Permits 
l-'ees for Examination to Practice Professions 
Fees for Miscellaneous Privileges and Servi ces 

Sub-Total, Rights and Privileges 

Total from Taxation 

O TH E R  TH A N T AXA T I O N  

SALES OF PROPERTY AND COHK>DitIEg,!?./ 

ASSESSME?fl' FOR SUPPORT OF SPECIAL SERVICES 

INSTITUTIONAL RE.iENUES 
INTEREST AND RENTS 

GRANTS AND DONATIONS 

Grants from the Federa l Goverament 
Donations from Cit1.es and Counties 
Donations from Indiv1.duals and Others 

Sub-Total. Grants and Donat ions 

FINl::S, FORFEIIDRES, COSTS, PENALTIES, AND ESCHEATS 

MISCELLANEOUS 

Receipts from Cities, Counties, and Towns 
for Street and Road Work 

Rec eipts from Cities and Count1.es for 1'1ed1.cal Care 
and Services Premiums for Old Age Assistance 

Programs 
Receipts from Report.able V.1.olat1.on:.--Dt-1V 
Proceeds from the Sale of Surplus Property 
Other 

Sub-Total, Miscellaneous 

Total Other Than Taxation 

Total':./ 

EXHIBIT 

Special Revenue Funds 
Reserves for Specihed Purposes 
In Suspense--Not Al located 

1962-&4 
� 

$ l,61�,D63 
3,663,786 

200,679,847 
52,753,048 

l 10b7 1004 

259,778,748 

4,565,180 
62,&82,358 

3,073,190 
3,424,019 
3,030,369 

27,472 
19,723,950 

96,526,538 

$35&,305,286 

5,307,377 

b,810,212 

106,968,317 

27,853,270 

320,662,334 
4,447,065 
1,861,847 

326,971,246 

9,454,829 

4,736,735 

1,404,084 

8,774,338 

$ 492,139,589 

$848,444,875 

$825,860,&69 
22,57&,401 

7,805 

1964-66 
� 

2,386,158 
3,555,468 

227,616,161 
40,321,541 

1,275,382 

275,154,710 

5,026,741 
81,897,255 

9,349,859 
8,7l3,692 
3,764,064 

62,902 
22,111,312 

l30, 925,825 

406,080,535 

6,238,826 

7,947,751 

133,825,738 

38,871,279 

460,213,767 
5,751,798 
2,494,013 

468,459,578 

lD,619,233 

6,141,035 

2,597,951 
1,964,913 
4,528,378 

15,232,277 

$ 681,194,662 

$1,067,275,211 

$1,059,283,510 

27,982,576 
9,131 

1%6·68 
� 

2,538,670 

2,474,158 
253,915,591 

33,944,233 
34,116,517 

� 

328,065,712 

5,823,227 
88,346,130 

9,088,536 
9,242,553 
4,306,822 

65,545 
25,52l, l96 

142,394,009 

470,459,721 

9,008,243 

7 ,8]1 ,659 

174,)39,361 

51,510,805 

5D2 ,174,770 

14,552,423 
� 

521,443,948 

12,566,280 

7,381,081 

2,275,69':I 
3,465,783 
2,242,615 
4,792,912 

20,158,090 

$796,858,386 

51,2&1 1 319 1101 

$1,234,440,091 
32,870,56D 

7,456 

1%8-70 

� 

2, 70b ,609 
1,618,068 

288,013,205 
28,366,474 
53,132,767 
l1 6tH 1 87li 

375,524,997 

6,585,252 
IJ8,IJ)),9til 

9,880,979 
12,875,512 
5,480,327 

68, �31 
32,670,652 

166,495,234 

542,020,231 

ll ,660,]2) 

8,987,604 

2)),0lb,540 

73,230,661 

bOJ,blS,008 
19,030,056d/ 4,547,47fr' 

627,192,}4D 

14,396,829 

12,728,382 

1,225,800 

3,721,281 
2,245,509d/ 
4 1850 1D35=-

24,771,007 

$ 993,255,504 

$1,535,275,735 

$1,496,149 1611 
39,116,214 

9,710 

!.I ExcluUes amount tr.ansferred to Gener.al Fund for i1pproprut.1.ons for analyzing gasoline, diesel fuel, and motor oils. 

E./ t::xcludes alcohol1.c beverage sales. 

s./ excludes contribut1.oni. for retirement. 

1970-72 
� 

4,875,709 
blB,348 

334,&81,773 
26,119,095 
68,667,163 

� 

437,826,186 

7,559,460 
113,002 ,6b8 

11,)54,2�1 
16,892 ,))I 

6,963,421.i 
73,442 

4D,929,558 
196,775,174 

634,601,JbO 

17,160,021 

11,584,081 

JOJ,800,408 

104,799,763 

929,934 ,)&f:I 
22,012,960 

2,678,632 

954,625 ,%0 

15,861,803 

12,900,742 

3,915,539 
2,701,105 
a,&101 240 

28,127,626 

$ L,435,959,662 

52,010,561,022 

$2,025,063,739 
45,477,096 

20,157 

�/ In fiscal yeu 19b9-70,S9) of Donations from lnd1.v1duals and Others was transferred to the General Fund under the category Miscellaneous-Other� therefore, 
this transfer J.S reflected rn the category Miscellaneous-Other rather than Donations from Individuals and Others in this ta ble. 

Sources: Report of Comptroller, fucal Year Ended June JD, 19b) through Fiscal Year Ended June JD, 1969, Schedule B-1; Statement No. l, (Richmond: Department 
j�n��c=�t���e�:ro;�n�f ;::'pt�ol :er, fucal Year Ended June )0, 1970, Schedule B-1, Statement Nos. l, 3, and 4; Unpublished Statement of Revenues Collected, All 
1971 and 1972 (Ri chmon�: o!p.a;tm!!! �� �;::���/972 and July 1, 1970 to June 30, 1971; Unpublished Sunmaries of Operations for the Fiscal Years Ended June JD, 



TABLE 3.38.--SUMMARY OF MAJOR SOURCES OF SPECIAL FUNDS REVENl'E 1970-72 BIENNIUM 

Revenue Source 

Taxes 

Motor Vehicle Fuel Tax 

Motor Vehicle Sales & Use Tax 

Other Taxes 

Rights and Privileges 

Motor Vehicle Licenses 

Other Rights and Priveleges 

Institutional Revenues 

Grants from �ederal Government 

All Other Sources* 

Total 

Source: Tables 3.2 and 3.37. 

Amount 

$334,681,773 

68,667,163 

�4,477,250 

113,002,668 

83,772,506 

$ 437,826,186 

196,775,174 

303,800,408 

929,934,368 

202.224.886 

$2,070,561,022 

Percent of Total 
Special Fund 

Revenues 

21.1 

16.2 

3.3 

1.6 

9.5 

5.5 

4.0 

14.7 

44.9 

9.8 

100.0 

* Detailed sources of special fund revenues will be found in Table 3.37.

Percent of Total 
Revenues from 
all Sources 

11.4 

8.7 

1.8 

0.9 

5.1 

2.9 

2.2 

7.9 

24.1 

....id 

53.7 

I 
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Motor Vehicle Related Special Funds Revenue Sources 

Table 3.39 summarizes the future yield of special funds revenues from motor 

vehicle related sources as projected by the Department of Highways. The current 

climate of uncertainty regarding the future availability of motor vehicle fuels 

and the possibility that the use of motor vehicles may be curtailed by en

vi:onmental protective legislation and regulation have been considered in making 

these projections. Based on the trend of prior periods they are relatively 

conservative. 

TABLE 3.39.--PROJECTED HIGHWAY REVENUES 
1972-74-----1978-80 

Thousands 

REVENUE SOURCE BIENNIUM 

72-74

Motor Vehicle Fuel Tax $468,800 

Motor Vehicle Sales and Use Tax 81,100 

Motor Vehicle Licenses 124,800 

Motor Vehicle Title Registration 12,400 

Other Motor Vehicle Related Fees!/ . 28 1 100 

Sub Total $715,200 

Less Other Agencies�/ 50 1 000 

Net State Revenue $665,200 

Federal Aid 258,000 

Total Revenue �923 1 200 

Source: Department of Highways, unpublished data. 

74-76 7€-78 78-80 

$498,100 $ 518,100 $ 538,900 

95,500 103,200 111,600 

136,600 145,800 155,800 

14,200 15,200 16,200 

33 1 500 36 1 000 38,600 

$777,900 $ 818,300 $ 861,100 

50 1 100 54 1 800 59,700 

$727,800 $ 763,500 $ 801,400 

258 1 000 258 1 000 258. 000

�985,800 �1,021,soo �l, 059,400 

1/ Includes permit fees, offense assessments, state corporation fees, Department of 
High;ay fees, and miscellaneous Division of Motor Vehicle fees. 

2/ Funds for support of Division of Motor Vehicles and partial support of Highway 
Safety Division, Virginia State Police, and Department of Conservation ar1 Economic 
Development. 
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Motor Vehicle Fuel Tax 

As noted in Table 3.38 the motor vehicle fuel tax is a major source of 

revenue accounting for 16.2 percent of Virginia's special funds revenue and 

8.7 percent of total revenue from all sources. Virginia's 9 cents per gallon 

rate is above the national 7.5 cent median. Virginia's neighboring states impose 

varying rates: Tennessee 7 cents, District of Columbia 8 cents, West Virginia 

8.5 cents, North Carolina 9 cents and Kentucky 9 cents. Rates in other states 

range from five to ten cents as shown in Table 3.40. 

less than 7c 

Hawaii (Sc) 
Nebraska (6c) 

TABLE 3.40.--STATE GASOLINE TAX RATES, JANUARY 1, 19721/ 
(per gallon) 

7c 7.5c Sc s.sc

Alabama Arkansas Alaska Idaho 
Arizona Georgia Delaware Nebraska 

Oklahoma (6. 58c) California Illinois Dist. of Columbia West Va. 
Texas (Sc) 

Total .• 4 

Colorado Massachusetts 
Iowa 
Kansas 
Minnesota 
Missouri 
Montana 
New Mexico 
North Dakota 
Ohio 
Oregon 
South Dakota 
Tennessee 
Utah 
Wisconsin 
Wyoming 

• •  0 • •  18 ••••• 4 

Florida 
Indiana 
Louisiana 
Mississippi 
New Jersey 
New York 
Pennsylvania 
Rhode Island 
South Carolina 

.•••• 12 ••••• 3 

9c or more 

Connecticut (10c) 
Kentucky (9c) 
Maine (9c) 
Maryland (9c) 
Michigan (9c) 
New Hampshire(9c) 
N. Carolina(9c)
Vermont (9c ( 
Virginia(9c)
Washington(9c;:)

••••• 10 

Source: Commerce Clearing House, Inc., "State Tax Review," various recent weekly 
issues, especially August 29, 1972. 
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otor Vehicle Sales and Use Tax 

Virginia's motor vehicle sales and use tax accounts for 3.3 percent of 

special funds revenue and 1.8 percent of revenue from all sources. It is imposed 

,y the state at a rate of two percent of the "total price paid for a motor vehicle 

and all attachments thereon and accessories thereto, without any allowance or 

deduction for trade-ins or 

hibited from imposing this 

unpaid liens or encwnbrances•d.( 

2/
tax.-

Localities are pro-

Nationally only Delaware and New Hampshire impose no tax on the sale of 

motor vehicles. Alaska has no state tax on such sales but local general sales 

taxes apply. In thirty-six states motor vehicles sales are subject to the general 

sales tax while twelve others, including Virginia, impose a selective sales tax 

on motor vehicle transfers. In addition to the state tax, local sales taxes are 

allowed on motor vehicle sales in eleven states including Virginia's neighbors 

iorth Carolina and Tennessee. 

In comparison with neighboring states, Virginia's present tax is lower than 

in every area except North Carolina where it is the same. The District of Columbia 

rate is 4 percent with no allowance for trade-ins. Maryland levies a 4 percent 

tax with a similar policy on trade-ins. North Carolina has a state tax of 2 per

cent with no allowance for trade-ins, and in addition, Mecklenburg County levies 

a 1 percent tax. Tennessee has a state tax of 3 percent and allows for trade-

ins. Also, most Tennessee localities impose taxes ranging from 1 to 1.5 percent. 

West Virginia uses a 3 percent tax and allow:s for trade-ins. Kentucky imposes a 

·ax of 5 percent and allows for trade-ins only on used vehicles previously

registered in the state.

ll Code of Virginia, Section 58-685.11. 

II Code of Virginia, Section 58-685.25. 
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Institutional Revenues 

Institutional revenues are those fees and charges collected by agencies 

for services rendered ie: tuition at colleges and universities and medical fees 

at hospitals. Analysis or projection of institutional revenues are b�yond the 

scope of this report even though they account for almost fifteen percent of 

total special fund revenues. 

Grants from Federal Government 

Federal grants represent by far the largest single source of speci 1 funds 

revenue - amounting to 44.9 percent in 1970-72. They accounted for 24.1 percent 

of the total state revenue from all sources in that Biennium. As with institu

tional revenue, federal grants analysis is beyond the scope of this report. 

However, Table 3.41 will give the reader a general view of the magnitude of 

federal fm1d appropriations. 



TABLE 3.41.--FEDERAL FUND APPk_ .... ATIONS BY FUNCTION 1972-74 BIENNIU,. 

Function 

Operating Expenses 

Education 

Elementary-Secondary 

Higher Education 

Other Education 

Health and Welfare 

Mental Health 

Public Heal th 

Medicaid 

Public Welfare 

Vocational Rehabilitation 

Administration of Justice 

Resource and Economic Development 

General Administration and Legislative 

Transportation 

Other Operating Expenses 

Total Operating Expenses 

Noare curring Items 

Capital Out lays 

Total Appropriations from Federal Funds 

Amount 

$197,861,050 

68,401,620 

2
1
012

1
260

$ 866,095 

16,780,360 

160,987,400 

225,658,940 

46,025,670 

Source: Division of the Budget, unpublishe d data, 

$ 268,275,930 

450,318,465 

29,927,250 

88,509,035 

2,573,090 

261,028,000 

732.095 

$1,101,363,865 

22,031,140 

15.402.005 

$1,138,797.010 

Excludes appropriations made by 1973 session of the General Assembly. 

Percent of Total 
Federal Funds 

23.6 

17.4 

6.0 

0.2 

39.5 

0.1 

1.5 

14.1 

19.8 

4.0 

2.6 

7.8 

0.2 

22.9 

� 

97.7 

1. 9

_Li 

100.0 

'° 
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Federal General Revenue Sharing and 
Proposals for Federal Special Revenue Sharing 

Introduction 

We have just seen that special funds are composed in large part of 

federal aid. A major, new form of federal assistance - general revenue 

sharing - began in 1972 and formed the basis for the supplemental general 

fund appropriations approved at the 1973 session of the General Assembly 

and included in the expenditure projections to be presented in Chapter IV. 

We shall now discuss general revenue sharing and the most recent proposals 

for federal special revenue sharing. 

General Revenue Sharing 

The federal government appropriated $30.2 billion over a five-year 

period for general revenue sharing in the fall of 1972. The amounts on 

a fiscal year basis are: 

Period 

January - June, 1972 
July - December, 1972 
January - June, 1973 
Fiscal 1973-74 
Fiscal 1974-75 
Fiscal 1975-76 
July - December, 1976 

Ainount 
(Mil.) 

$2,650.0 
2,650.0 
2,987.5 
6,050.0 
6,200.0 
6,350.0 
3,325.0 

with each state receiving the higher amount of either the House or Senate 

formula. 

The House formula, which now favors Virginia, distributes the funds 

on the basis of general tax effort, individual income tax collections, pop

ulation, urbanized population, and population inversely weighted for per 

capita income. The Senate version distributes the funds on the basis of 

population, state and local tax effort, and inverse per capita in�omP. 
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In 1972 Virginia received $106.3 million with one-third, or $35.4 million, 

going to the state govermnent and two-thirds, or $70.9 million, being dis

tributed to localities.!/ To project the amollll.t of revenue sharing to be 

received in future years requires three assmnptions: 

1. That Virginia will continue to receive the same percentage
share (2.01 percent) of total funds in future years as in
calendar year 1972. This assumption is necessary because
of the numerous variables involved in a sophisticated fore
cast for which we lack data. Moreover, the Department of
Treasury will not make forecasts of state entitlements.

2. That the total state share will be split one-third to the
state government and two-thirds to local governments.

3. That payment will be made not later than five days after
the close of each quarter. This would mean that the pay
ment for the April-June quarter would fall in the next
fiscal year.

With them we calculate the following amounts for the state and local govern-

ments: 

Fiscal Year 

1972-73!1/ 
1973-74 
1974-75 
1975-76 
1976-77 

State Govermnent 
Total 
(Mil.) 

$45.4 
40.4 
41.2 
42.2 
32.9 

Local Government 
Total 
(Mil.) 

$90.9 
so.a 

82.6 
84.6 
65.8 

f!/ Includes the $106.3 million received in calendar year 1972. 

The forecasts indicate that the state govermnent would receive $85.8 

million in the 1972-74 biennium, $83.4 million in the 1974-76 biennimn, and 

$32.9 million in the first year of the 1976-78 biennium. The state govern

ment may use the funds on any expenditure items. The state may not, however, 

!/ These figures include the 3 percent held back on 1972 payments as 
a reserve by the federal govermnent. Similar holdbacks are possible but 
are at the discretion of the U. s. Department of the Treasury. 



-202-

use them to match federal categorical grants and must maintain the ex

isting levels of financial aid to local governments. The 1973 session 

of the General Assembly appropriated for this biennium $53.5 million of 

its $85.8 million (plus $19.2 million in surplus monies from the 1970-72 

biennium) for. a wide variety of programs. We assume for the purpose of 

our analysis that the state would decide to use the unexpended balance 

of $32.3 million in the next biennium and, as a result, would have � to

tal of $115.7 million for 1974-76. (To study the impact of revenue 

sharing on the fiscal prospects of the state, see Chapter IV.) 

The local revenue sharing funds are distributed to counties (or in

dependent cities) on tbe basis of population, tax effort (adjusted taxes 

per $1,000 of personal income), and relative income, or state per capita 

income divided by county per capita income, and are split between the 

county government and all towns within the county on the basis of adjusted 

taxes. The amount received by an individual town is also based on popula

tion, tax effort, and relative income. Local funds are restricted to high 

priority maintenance and operation expenditure categories, such as health, 

recreation, public safety, and public transportation, but for capital out

lays there are no limitations. The funds may not be used for current out

lays for education. Local governments also have the federal matching con

straint. (To analyze the fiscal assistance that revenue sharing provides 

localities, see Chapter V, particularly page 271.)l / 

1/ All information was provided by the Office of Revenue Sharing of 
the Department of the Treasury. 
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The revenue sharing act does permit a state to change the formula 

allocating funds among counties or towns once during the five-year term 

of the program. The law says that: 

"A State may by law provide for the allocation of 
funds among county areas, or among units of local 
government (other than county govermnents), on the 
basis of the population multiplied by the general 
tax effort factors of such areas or units of local 
government, on the basis of the population multi
plied by the relative income factors of such areas 
or units of local government, or on the basis of a 
combination of those two factors ••• "!/ 

The impact of any formula modifications can be analyzed by looking at a 

hypothetical state with three localities. We assume that the population 

and the other factors for the three are those in the note to Table 3.42 

with $1 million in local revenue sharing funds available for distribution. 

The table indicates the amount received by each locality under the present 

formula and three basic alternatives chosen from an infinite number of com

binations. The present formula would distribute about 52 percent of the 

total to locality A, which has the largest population, the greatest tax 

effort, and the highest per capita income, 34 percent to locality B, and 

about 14 percent to locality C, which has the smallest of each of the 

three factors. Eliminating relative income from the formula would increase 

somewhat the amounts going to localities A and B but would nearly cut in 

half the funds received by locality C. Removing tax effort would primarily 

shift the funds from locality A to locality c. 
The amount actually received 

by locality C would not, however, be based on the alternative formula but 

on the maximum permitted any local government, which is 145 percent of the 

!/ Public Law 92-512, Section 108(c). 



TABLE 3, 4 2 --DISTRIBUTION OF $1 MILLION IN LOCAL REVENUE SHARING FUNDS TO THREE HYPOTHETICAL 
LOCALITIES UNDER THE PRESENT FORMULA AND THREE ALTERNATIVES 

.. _ ... . ·····--···------- ·-----.. .  ·-. --- ·------- ··------- ------------------

Population X Population -xf!I Population2 X Tax Effort 
Locality Present Formula Tax Effort Relative Income --·-- X Relative Income ___ 

Per� � � � � 
Amount Per_!,_�'il 

$451,147 4S.l 
$521,000 52, l $577 ,ooo S7.7 (432,000} (43. 2) $642,000 64.2 

A 

367,603 36,8 
340,000 34,0 367,000 36.7 (362,000} (3S.2) 315,000 31.5 

B 

C 181,250 18.1 
139,000 13.9 77,000 7.7 (216,00:J) (21.6) 43,000 4,3 

----- ·-----·· ·---- ·---- - ----- - ---- - ----- --- ----- ------------ --------- -------- --------------------- --------- ·----------------------------------- ------- ---------··------------

Note: The facto:rs used to allocate the $1 million in .general revenue sharing to the three hypothetical localities are: 

Adjusted Personal Per Capita Tax Relative 
Locality Population Taxes Income Income fil!2!! Income 

A 20,000 $1,500,000 $ 60,000,000 $3,000 $25.00 .875.. 

B 15,000 750,000 37,500,000 2,500 20,00 .952 

C 5.000 100,000 7,500.000 ...!.a.iQQ._ ...ll,1Q_ 1. 750

State 40,000 $ 2,350,000 $105,000,000 $2,625 $22.38 1.000 

�/ No locality is permit�ed to receive more than 145 percent, nor less than 20 percent of the per capita allocation to localities. In this example, the per capita 
Junt is $25, 145 percent of it is $36,25, and 20 percent is $5,00, This formula would provide locality A with $432,000, or $21.60 per capita, and locality B with $362,000, 
$24.13 per capita, Locality C would receive $216,000, or $43. 20 per capita and as a result would be constrained to S,000 x $36,25, or $181,250, The difference would be 

located between Localities A and B based on their relative shares. 
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per capita allocation to localities. Using population squared and the 

other two factors would raise by approximately one-fifth the funds dis

tributed to the relatively populous locality A and would cut by about 

three-fourths the monies received by locality C with its smaller popula

tion. From these hypothetical examples, we can make the following obser

vations for Virginia: 

1. To shift revenue sharing funds to the central cities and
suburban counties, which among Virginia localities have
the larger populations and make a greater tax effort,
would involve a formula placing greater emphasis on those
two factors.

2. To shift the funds to the rural counties with their lower
per capita incomes would mean giving greater weight to the
relative income factor.

3. Any attempts to over- or underemphasize a particular fac
tor could place specific localities against the maximum
or minimum per capita constraints. The result could then
be distributing the funds to localities not originally in
tended to receive them.!/

Special Revenue Sharing 

Because of the complexity of categorical grants and the restrictions 

placed on state and local fiscal planning by them, the Nixon administration 

proposed in its 1973-74 budget a special revenue sharing program. It would 

convert about 70 categorical aid programs into four broad-purpose grants to 

state and local governments in the areas of education, urban community de

velopment, law enforcement, and manpower development. These block grants 

would be in addition to general revenue sharing. They would contain no re-

quirements for matchin& programs and would be distributed on the basis of 

1/ For Virginia localities in 1972, the mini.mum per capita allocation 
payment, or 20 percent of· the per capita to localities, was $2.97, and the 
maximum, 145 percent of the allocation, was $21.44. A number of central 
cities, such as Norfolk, Portsmouth, and Alexandria, were at the maximum, 
and several counties, such as Bedford and Botetourt, were at the minimum. 
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different criteria for each program area. The states and their localities 

would then be able to meet the demand for public services in these areas as 

they wished. 

Education revenue sharing would provide $2.8 billion to state and local 

governments in 1973-74 and would consolidate 30 categorical grant programs 

into five major areas, elementary and secondary education, federal education 

impact aid for students whose parents live and work on federal property, 

education for the handicapped, vocational and adult education, antl school 

programs. Among the programs to be terminated will be most of those under 

the Elementary and Secondary Education Act of 1965. Urban community devel

opment revenue sharing would become effective in 1974-75 with funtling of 

$2.3 billion and would substitute for such programs as urban renewal, model 

cit'ies, and open space grants. Special revenue sharing for law enforcement 

would begin in fiscal 1974 and would combine action grants, planning grants, 

correction grants, technical assistance, and manpower development funds to

taling $800 million. Manpower revenue sharing would be implemented under 

existing law beginning in 1973-74 whereas the others would require Con

gressional action. It would involve $1.3 billion in that fiscal year and 

include programs like the local section of the Neighborhood Youth Corps, 

the Concentrated Employment Program, and the Public Service Careers pro

gram.!/ 

1/ Office of Management and Budget, The Budget of the United States 
Goverii"ment, Fiscal Year .1974, (Washington: Government Printing Offi_ce, 
1973); Office of Management and 8tidget, Special Analyses, Budget of the 
United States Govermnent. Fiscal Year 1974, (Washington: Government 
Printing Office, 1973). 



CHAPTER IV 

STATE EXPENDITURE PROJECTIONS 

Introduction 

The focus of this chapter is on future general fund expenditures. Past 

appropriations rather than expenditures are used for background, since the 

appropriation data are readily available in a form useful for analysis. The 

use of appropriations rather than expenditures does not hamper the study since 

the concepts are similar. 

Expenditures or appropriations are divided into.the same two overall 

categories as revenues--the general fund and special funds. In the 1972-74 

biennium, general fund appropriations represent slightly less than half of 

the total appropriations. However, outlays from the general fund are a sole 

or primary source of support for numerous state activities (e.g., education, 

public welfare, mental health, and public health). Moreover, as already 

explained, much of the revenue for special fund outlays comes from federal 

categorical grants-in-aid, the sale of services or commodities by the state, 

and state taxes earmarked for highways and employment security. Therefore, 

the emphasis of most of the legislative appropriations process is on general 

fund expenditures and revenues. 

-207-
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In the first section of this chapter, we analyze general fund expendi

tures for recurring operating expenses in a way comparable to the analysis 
1/ 

of general fund revenues in Chapter 111-:- Projections of general fund expendi-

tures for each of the next three bienniums for programs whose scope (breadth) 

and quality (depth) remain unchanged are made first. These are desi3nated as 

baseline projections. In the second section, the total baseline projection 

of general fund expenditures is compared for each of the bienniums to the 

estimate of total general fund revenues that assumes no changes in the law. 

The comparison illustrates any future baseline surplus or deficit or "gap." 

Legislated changes in specific programs that increase scope and quality and 

recurring cost are analyzed in the third section. Even though the projections 

are only for general fund expenditures for recurring operating expenses, future 

increases in these operating expenses may require additional capital outlays. 

For example, if future enrollments at state-supported colleges and universities 

are higher, general fund outlays for operating expenses at these institutions 

will be expected to increase. At the same time, the additional.students may 

require more capital outlay for classrooms. Projections of capital outlays 

are discussed in the fourth section. A final section covers the potential 

for general obligation borrowing. 

All expenditure projections are estimates that are solely the work of 

the staff and are separate from the administrative budget. The cooperating 

state agencies are not responsible for the· projections, and no official endorse

ment on their part should be implied. The projections are at the l�vel of the 

major functional categories or specific programs in a functional category as 

listed in the 1972-74 budget. 

1/ Explanations of specific concepts and methodologies follow in the 
appropriate sections. 
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The projections are as valid as the assumptions used to make them, and 

although all assumptions are considered reasonable, they will be subject to 

the actual play of events. The 1974-76 projections are likely to be closer 

to the mark than the 1978-80 projections; nevertheless, the long-term 

projections at least illustrate future trends in expenditures. 

Baseline Projections of General 
Fund Expenditures for Recu�ring Operating Expenses

Methodology 

The baseline methodology involves three factors. For a projection base 

it utilizes the expenditures required to provide a given level of public ser

vices at one period in time. It then evaluates the effect that changes in 

population and prices have on the expenditures required to maintain over time 

the base period level of services. Projections of population change provide 

the basis for anticipating the variation in expenditures required to maintain 

a constant level of public serv�ces per eligible recipient at constant prices. 

Projections of price trends, combined with the estimated change in population, 

provide an estimate of the change in expenditures required for a constant real 

level of public services per capita at anticipated prices. In effect, provision 

of the base period level of public services is continued into the future with 

1/· 
adjustments in the required expenditures only for population and price changes.-

As part of the method, no changes are assumed in the scope and quality of services 

unless already written into law. 

A simple example illustrates how the methodology works. Assume that in 

1/ For more on the technique, see Lawrence R, Regan and George P. 
Roniger, "The Outlook for State and Local Finances," Fiscal Issues in the 
Future of Federalism, CED Supplementary Paper No. 23 (New York: CoDllnittee for 
Economic Development, 1968), p. 236. 
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year l the expenditures required to maintain a desired level of public services 

are $100 million, and that we want to know what the same level of s�rvices 

will cost in year 2. The population that benefits from the services is 

expected to increase by 2 percent from year l to year 2 , and the pr :.ce of the 

services is expected to increase by 5 percent from year 1 to year 2, We 

l . l h d. f l b h l · · ,:102
) d th mu tip y t e expen itures o year y t e popu ation ratio 

,100 
an e 

· · /, 105) t f · d h · · · d · d h b price ratio 
,100 

o in t e appropriations require to provi e t  e ase

period level of services in year 2: 

($100 million x 1.02 x 1.05 = $107.1 million) 

Application of the Methodology 

Programs with operating expenses financed out of the general fund for 

fiscal year 1973-74 provide the level of public services for the base year. 

The programs incorporate all past changes in scope and quality, and they are 

kept free of any such future changes unless already provided for by law 

(in effect, a change in scope and quality made in the past). The programs, 

therefore, provide the base level of public services whose cost we want to 

estimate for each of the fiscal years in the next three bienniums. The 

actual projection base is the 1973-74 general fund appropriations for operating 

expenses, which are given by major functional category or specific program 

in a functional category and are adjusted for any changes presently planned 

for the future. All appropriations are taken from the Appropriations Act 

approved April 10, 1972 and the Supplemental Appropriations Act aprroved 

March 20, 1973, unless note� otherwise in Table 4.1. 

For the population rati� hereafter called the population-workload ratio, 

the functional categories are divided into two types. For those categori.es 

that consume a relatively large share of the general fund and/or provide 



- 21 l -

services for a specific group, population-workload projections for that 

group are used. These have been provided by the agencies that administer 

the programs. For example, the projected annual rates of change of average 

daily membership from fiscal year 1973-74 to fiscal year 1979-80 are used 

for the population-workload ratio for the Basic School Aid Fund administered 

by the State Department of Education. For those categories with programs 

that consume a relatively small share of the general fund and/or are 

administrative in nature, we are less specific and assume that the programs 

benefit the entire state population. The projected average annual rate of 

increase from fiscal year 1973-74 to fiscal year 1979-80 for total population 

is therefore used for the population-workload ratio for such categories as 

resource and economic development and general administration. 

For the price ratio, we use the projected annual rates of increase from 

fiscal year 1973-74 to fiscal year 1979-80 of the price index that relates 

most closely to the programs in the functional category. The price indexes 

are the implicit price deflator for state and local government purchases of 

goods and services (state and local implicit price deflator), the c�nsumer 

price index (CPI), and the medical services portion of the conswner price 

index. For example, the medical services port ion of the consumer p':ice index 

is used for the mental health, public health, and medicaid categories. These 

projected price indexes are based on the same assumed annual rates of increase 

in the implicit price deflator for gross national product that were used in 

making the revenue projections in Chapter III. 

Table 4.1 summarizes the application of the methodology to the general 

fund. It shows for each functional category or specific program(s) the pro

jection base, the population, and the price index used. 



TABLE 4. l••SUMl!ARY OF THE APPLICATION OF THE BASELINE METHODOLOGY TO GENERAL FUND EXPENDITURES 

Projection Base 
(1973•74 Appropriation•) 

Elementary-secondary education 
Baslo school aid fund 
Shared revenue (aalea and use tax) 
Other 

Subtotal 

Higher education 
Four•year inatituttr• 
c,,_..ity colleges� 
Other 

Subtotal 

Other education and cultural 

Mental health 

Public health 

Medicaid 

Public welfare .•· Old age assistance 
Aid to families with dependent children 
Aid to the permanently and totally 
disabled 
Aid to the blind 
Three other major programs 

(General Relief, Fo::ster Care for 
Children, and Hospitallz.ation of 
the Indigent) 

Other (particularly administration) 

Subtotal 

Vocational rehabilitation 
Administered by the Department of 

Vocational Rehabilitation 
Administered by the Coamiasion for 

the Visually Handicapped 
Subtotal 

Administration of justice 

Re source and economic development 

General administration 

Legislative 

Transportation 

Unallocated by function 
Employee benefits 
State aid to localities ... shared revenues 
Debt aervice 
Other 

Subtotal 

Total general fund operating expenses 

$312,751,105 
104,500,000 
118.834.680 

$'36,085, 785 

$1'8,920,6,, 
41,189,690 

21S2618l0 
$202,637,175 

$ 3,860,990 

$ 60,126,48' 

$ J0,819,51' 

$ 63,178,545 

$ 2,570,000 (Federallzed)5./ 
41,978,600 

3,244,300 (Federalized)�/ 

332,400 (Federalized)!:./ 
12,862,400 

14, '15.140 

75,702,840 (69,556,140)�, 

3,213 ,8so!1 

$ 80,650,375 

29,944,785 

30,548.6'0 

$ 3,769,990 

$ 4,278,950 

$ 33,438.085 
17,100,000 

8,752.WO 
25,670.985 
84,961,270 

$1,210,119,'75 

Population Whose Projected Annual 
Rates of Increase are the Basia for 

the Population•Workload Ratio 

Average daily membership 
One-third of projected sales and use tax revenue 
Enrollment 

Full•C:ime equival•nt enrollment 
Full-time equivalent enrollment 
Constant percentage of the other 1973•74 appropriations 

Total population 

Program caseload 

Total populati�/ 

Program. caaeloac! 

Program recipients 
Program recipients 
Program recipients 

Program recipients 
Program recipients 

Total population and 'relevant program recipients 

Total population 

Program caseload 

Total population 

Total population 

total population 

Total population 

Total population 

Total population 
Projected in Chapter Ill 
Projected by the Department of the Treasury 
Total population 

Price Index Whose Projected 
Annual Rates of Increase are the 

Basis for the Price R.atio 

State and local lmpl' it price deflator 

State and local implicit price deflator 

State and local implicit price deflator 
State and local implicit price deflator 

State and local implicit price deflator 

Medical services portion of the CPI 

Medical services portion of the CPI 

· Medical services portion of the CPI 

CPI and medical services portion of the CPI 
CPI 
CPI and medical services portion of the CPI 

CPI 
CPI and medical services portion of the CPI 

State and local implicit price def la tor, 
CPI and medical services portion of the CPI 

State and local implicit price deflator 

State and local implicit price deflator 

State and local implicit price deflator 

State and local implicit price deflator 

State and local implicit price deflator 

State and local implicit price deflat.or 

State and local implicit price def lator 

State and local implicit price clcflator 

State and local implicit price deflator 



''ABLE 4.1--SUMMARY OF THE APPLICATION OF THE BASELINE METHODOLOGY TO GENERAL FUND EXPENDITURES 

!./ Includes Richard Bland College, the only two•year branch extant. 

b/ Even though some of the Health Departnient programs provide servicea to Apecific group1 1 the most reasonable basis for the population-workload ratio ls the annual growth rate of 
total-population. 

c/ The t>,ree federalized public welfare programs are shown to provide an accurate statement of 1973-74 general fund operating outlays. However, as of January 1, 1974, they will no 
longer' be a factor in general fund appropriations. Therefore, they do not enter into the project ions. 

�/ This figure represents the total projection base for public welfare and is equal to the sum of the non-federalized programs. 

e/ Even though some programs of the Department of Vocational Rehabilitation pro,,ide services to a specific group, the most reasonable basis for the population-workload ratio is the 
annual growth rate of total population. 
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Projected General Fund Expenditures 

Tables 4.3 to 4.19 show the projected general fund expenditures by major 

functional category. The projected expenditures are given on a biennial basis 

and are compared with the actual appropriations for the present biennium and 

the previous five. Appropriations are utilized for the historical comparison 

because the functional categorization was changed for the 1970-72 bS.ennium, 

and because expenditure data grouped in this fashion are not readily available. 

For all functional categories the change in the total amount from the preceding 

biennium is given in dollar and percentage terms. The actual appro;>riations 

from the 1962-64 to the 1972-74 biennium account for increases in population

workload, prices, and scope and guality, while the projected expenditures 

account only for the first two factors. Appropriations in the period beginning 

July 1, 1966, grew rapidly in nearly all functional categories. The primary 

reasons were significant program changes which expanded the scope and quality 

of the services provided by the state. Therefore, in most cases the actual 

appropriations display a more rapid rate of growth than the projected expenditure 

The programs or agencies placed under each functional categor) are provided. 

The annual rate of change for specific population-workloads, provioed by the 

relevant agencies, are also given. Table 2.1 provides the data for categories 

with population-workload ratios based on the projected annual rate of change 

for total population. The projected price index changes developed by the staff 

appear below in Table 4.2. 
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TABLE 4.2--PROJECTED ANNUAL RATE OF CHANGE FOR SELECTED PRICE INDEXES 

Annual Rate of Change (Percent) 
GNP Implicit Price Deflator Medical Services 

Implicit for State and Local Consumer Portion of the 
Fiscal Price Govt. Purchases of Price C-:>nsumer 

Year Deflator Goods and Services Index Price Index 

1974-75 +3.2 +5.4 +2.8 +5.3
1975-76 +3.0 +5.0 +2.6 +5.0
1976-77 +3.0 +5.0 +2.6 +5 .o
1977-78 +3.0 +5.0 +2.6 +5.0
1978-79 +3.0 +5.0 +2.6 +5.0
1979-80 +3.0 +5.0 +2.6 +5.0

Source: Appendix Table A.7 

Elementary-Secondary Education 

TABLE 4.3--ELEMENTARY-SECONDARY EDUCATION, ACTUAL APPROPRIATIONS, 
1962-64 TO 1972-74, AND PROJECTED EXPENDITURES, 1974-76 TO 1978-80 

Change from Preceding Biennium 
Biennium Amount Amount Percent 

Actual appropriations 
1962-64 $ $280,645,293 $ 
L964-66 327,200,480 +46,555 .187 +16.6
1966-68 519,817,355 +192,616,875 +58.9
1968-70 686,913.870 +167 ,096,515 +32.l
1970-72 825,392 ,410 +138,478,540 +20.2
1972-74 1,004,448,335 +179,055,925 +21. 7

Projected expenditures 
1974-76 1,.163, 100,000 +158,651,665 +15.8
1976-78 1,285,600,000 +122,500,000 +10.5
1978-80 1,423,900,000 +138,300,000 +10.8

Programs or agencies in the functional category include the Virginia Advisory 

Council on Educational T. V., Virginia School for the Deaf and Blind, the Virginia 

School at Hampton and the Department of Education. 
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The primary reason for the large increase in outlays in the 1966-68 

biennium was the introduction of the sales and use tax. The proceeds from 

1 percent of the tax were earmarked for educational spending by localities. 

The projected appropriations for the Basic School Aid Fund and the shared 

revenue of the sales and use tax are as follows: 

1. Basic School Aid Fund

Biennium Amount 

Actual appropriations 
1972-74 $580,587,lOs!!./ 

Projected expendituresk/ 
1974-76 666,300,000 
1976-78 722,700,000 
1978-80 784,500,000 

Change from Prece�ing Biennium 
Amount Percent 

$ 

+85,712,895 
+56,400,000
+61,800,000

+14.8
+ 8.5
+ 8.6

a/ Includes $24.7 million supplement appropriated by the 1973 session 
of the General Assembly. 

b/ We have had to make several specific assumptions to project appro
priations for the Basic School Aid Fund (which is subject to major revision 
for the 1974-76 biennium): 

1. Although the distribution formula will change we do not expect
total funds allotted in the form of general state aid to vary
significantly from the projected figures.

2. Formerly, the Basic School Aid Fund was designed to allow for student
teacher ratios of 30:1 at the elementary level and 23:1 at the secondary
level. Though this specification is no longer expected to be part of the
formula we assume that the fiscal burden implied by the ratios will not
change significantly.

3. The relationship between average daily membership and enrollment will
remain constant.

2. Shared Revenue (Sales and Use Tax)

Biennium Amount 

Actual appropriations 
1972-74 $199,500,000 

Projected expenditures 
1974-76 
1976-78 
1978-80 

243,600,000 
288,400,000 
341,400,000 

Change from Preceding Biennium 
Amount Percent 

$ 

-+44,100,000 
-+44,800,000 
+53,000,000

+22.1
+18.4
+18.4
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After 1973-74 enrollment and average daily membership are expected to 

1/ 
decrease slightly.- The primary reason for the decline is the drop in the 

number of births that occurred in the second half of the 1960's. It is 

2/ 
estimated that total enrollment in 1973-74 will be approximately 1,113,500.-

The projected annual rates of change for enrollment aal average daily member

ship are negative, averaging about -0.3 percent. 

Higher Education 

TABLE 4.4--HIGHER EDUCATION, ACTUAL APPROPRIATIONS 
1962-64 TO 1972-74, AND PROJECl'ED EXPENDITURES, 1974-76 TO 1978-80 

Biennium Amount 

Actual appropriations 
1962-64 $ 69,749,766 
1964-66 80,395,135 
1966-68 131,337,775 
1968-70 202,894,180 
1970-72 279,746,730 
1972-74 384,396,580 

Projected expenditures 
1974-76 474,500,000 
1976-78 560,700,000 
1978-80 642,700,000 

Change from Preceding Biennium 

Amount 

+10,645,369
+50, 942,640
+71,556,405
+76,852,550

+104, 649,850

+90, 103,420
+86,200,000
+82,000,000

Percent 

+15.3
+63.4
+54.5
+37.9
+37 .4

+23.4
+18.2
+14.6

Programs or agencies in functional category include Virginia's four

year colleges and universities, the cmmnunity college system, the State 

Council of Higher Education for Virginia, the Executive Office (interstate 

compacts only), the State Board of Health, the State Education Assistance 

Authority, the State Department of Education, regional education and scholar-

!/ Average daily membership and enrollment are expected to increase in 
1973-74 over 1972-73 due to the significant expansion of kindergarten programs. 
The full impact of the change is not known at this time. 

l:_/ Allows for 40.6 percent increase in kindergarten enrollmi!nt. This 
estimate may prove to be conservative. 
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ships, Norfolk Area Medical Center Authority, and supplementary aid for higher 

education. 

The primary reason for the large increase in outlays in the 1966-68 

biennium was the creation of the community college system. Expansion of lhc 

system and other institutions caused large increases in the following three 

bienniums. 

The projected expenditures for four-year institutions and coDU11unity 

colleges are as follows: 

Biennium 

Actual appropriations 
1972-74 

Projected expenditures 
1974-76 
1976-78 
1978-80 

Biennium 

Actual appropriations

1972-74 

Projected expenditures 
1974-76 
1976-78 
1978-80 

1. Four-Year Institutions

Change from Preceding Biennium 
Amount Amount 

$304,338,950 $ 

2. 

364,800,000 +60,461,050
420,600,000 +55,800,000
481,300,000 +60,700,000

a/ 
Community Colleges-

Percent 

+19 . 9 

+15.3
+14.4

Change from Preceding Biennium 
Amount 

$ 75,905,170 

103,900,000 
133,200,000 
153,300,000 

Amount 

$ 

+27 ,994,830
+29,300,000
+20,100,000

Percent 

+36.9
+28.2
+15.1

�/ Includes Richard Bland College, the only remaining two-year branch 
college in Virginia. 

The full-time equivalent enrollment expected in fiscal year 1973-74 is 

86,607 for 5enior institutions and 38,657 for community colleges. The 
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projected annual rates of increase of enrollment in four-year inscitutions 

and community colleges are as follows: 

Fiscal Year 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

1979-80 

Percent Change from Previous Year 

Four-Year Community 
Institutions Colleges 

+6.2 +10.2

o.o +11.4

+3.7 ++7.6 

+1.5 ++5.1 

+2.8 +1.8

+0.5 +0.2

Enrollment projections are based upon the latest preliminary infonnation 

available from the State Council of Higher Education as of the ti10e of this 

writing. These figures make the assumptions that after 1975 the rate of 

college attendance will rise, but at a decreasing rate; that tuition, fees, 

and financial aid to students will not undergo a marked change; and that 

Virginia's secondary schools will not reach national parity in holding power 

before early 1980's. If these restrictions are overc�me, then enrollments 

will run slightly ahead of the projected figures. This would also be true 

if a greater than anticipated number of students should choose to attend 

public rather than private institutions. 
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Other Education and Cultural 

TABLE 4.5--0THER EDUCATION AND aJLTIJRAL, ACTUAL 
APPROPRIATIONS, 1962-64 TO 1972-74, 

AND PROJECTED EXPENDITIJRES, 1974-76 TO 1978-80 

Change from Preceding Biennium 
Biennium Amount Amouct Pt-� 

Actual appropriations 
1962-64 $2,240,020 $ 
1964-66 2,372,890 +132,870 + 5.9
1966-68 3,333,370 +960,480 +40.5
1968-70 4,590,190 +1,256,820 +:J7. 7
1970-72 5,652,590 +1,062,400 +23.1
1972-74 7,657,700 +2,005,110 +35.5

Projected expenditures 
1974-76 8,500,000 +842,300 +11.0

1976-78 9,700,000 +1,200,000 +14.1
1978-80 11,000,000 +1,300,000 +13.4

Programs or agencies in the functional category include the Virginia 

State Library, the Virginia Museum of Fine Arts, the Comnission on Arts 

and Humanities, and the Science Museum of Virginia. 

Mental Health 

TABLE 4.6.--MENTAL HEALTH, ACTUAL APPROPRIATIOOS, 
1962-64 TO 1972-74 1 AND PROJECTED EXPENDITURES, 1974-76 TO 1978-80 

Biennium 

Actual appropriations 
1962-64 
1964-66 
1966-68 
1968-70 
1970-72 
1972-74 

Projected expenditures 
1974-76 
1976-78 
1978-80 

Amount 

$46,721,835 
50,674,850 
66,116,860 
8Z.,729,935 

110,848,930 
117,749,150 

114,700,000 
110,600,000 
114,000,000 

$ 

Change from Preceding Biennium 
Amount Percent 

+3,953,015
+15 ,442 ,010
+18,613,075
+26,118,995
+6,900,220

-3,049,150
-4,100,000
+3,400,000

+8.5
+30.5
+28.1
+30.8

+6.2

-2.6
-3.6
+3.1
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Programs or agencies in the functional category include the Department of 

Mental Hygiene and Hospitals, the State Hospital Board, the Virginia Treatment 

Center for Children, the Central State Hospital, the Petersburg Training School, 

the Eastern State Hospital, the Southwestern State Hospital, the Western State 

Hospital, the Northern Virginia Mental Health Institute, the Piedmont State 

Hospital, the DeJarnette Sanatorium., Lynchburg Training School and Hospital, 

the Northern Virginia Training Center for the Mentally Retarded, Catawba 

Hospital, and the Virginia Developmental Disabilities Planning and Advisory 

Council. 

The declines in the 1974-76 and 1976-78 biennia and the small increase in 

the 1978-80 projections reflect efforts of the Department of Mental Hygiene 

and Hospitals to reduce the population level, thereby increasing the employee/ 

patient ratio to a level which will earn the approval of the National Joint 

Comnission on Accreditation of Hospitals. Therefore, the projected outlays 

do not represent a cutback in the program; instead they set the stage for a 

significant increase in scope and quality. For further clarification see the 

discussion of mental health in the scope and quality section. 

The total population projected by the Department of Mental Hygiene and 

Hsopitals for 1973-74- is approximately 12,000 and is estimated to decline · 

through 1979-80 at approximately 4 percent per year. 
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Public Health 

TABLE 4. 7--PUl.i, re HEAT.TH, ACTUAL APPROPRIATIONS, 
1962-64 TO 1972-74 ANJ) PR(JECI'Eb EXPENDITURES 

I 
H74-76 to 1978-80 

Biennium 

Actual appropriations 
1962-64 
1964-66 
1966-68 
1968-70 
1970-72 
1972-74 

Projected expenditures 
1974-76 
1976-78 
1978-80 

Amount 

$21,860,105 
23,611,645 
32,132,590 
40,353,040 
SS,203,33Q. 
59,973,640 

68,000,000 
77.3!>0,000 
87,800,000 

Change from Preceding Biennium 
� Percent 

$ 
+1,751,540
+8,520,945
+8,220,450

+14,850,290
+4,770,310

+8,026,360
+9, 300,000

+10 ,500 ,000

+8.0
+36.1
+25.6
+36.8

+8.6

+13.4
+13.7
+13.6

Programs or agencies in the functional category include the Department of 

Health, the State Board of Health (except Medicaid), and the Blue Ridge 

Sanatorium. 

The large increase in ch� 1966-68 biennium was caused by the P.xpansion 

of the local health services program. 

Medicaid 

TABLE 4.8.--MEDICAID, ACTUAL APPROPRIATIONS, 
1962-64 TO 1972-74 1 AND PROJECTED EXPENDITURES, 1974-76 TO 1978-80 

Change from Preceding Biennium 
Biennium Amount Amount Percent 

Actual appropriations 
1962-64 $ $ 
1964-66 
1966-68 
1968-70 20,226,205 +20,226,205
1970-72 57,504,670 +37 ,278,465 +184.3
1972-74 110,890,685 +53,386,015 +92.8

Projected expenditures 
+40.01974-76 155,300,000 +44,409,315

1976-78 189,500,000 +34, 200,000 +22.0
1978-80 22.7,400,000 +37,900,000 +20.0
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Medicaid, a relatively new program, reflects high but rapidly decreasing 

historical and projected growth rates. 

The over 65 caseload is expected to increase by approximately 8 percent 

per year from its 1973-74 estimate of 61,000 through fiscal year 1975-76. 

Thereafter it is projected to average 2.5 percent per year. The under 65 

caseload, which is anticipated to be 279,100 in 1973-74, is expected to grow 

by 10 percent in 1974-75, and 8 percent the following year. For the balance 

of the decade the under 65 caseload should increase by approximately 5 percent 

per year. The total cost per recipient, including all funds, for 1973-74 is 

estimated at $750 for the 65 and older group, and $330 for recipients under 

65 years of age. 

Public Welfare 

TABLE 4.9.--PUBLIC WELFARE, ACTUAL APPROPRIATIONS, 
1962-64 TO 1972-74. AND PROJECTED EXPENDITURES. 1974-76 TO 1978-80 

Change from Preceding Biennium 
Biennium Amount Amount Percent 

Actual appropriations 
1962-64 $ 21,648,965 $ 
1964-66 27,400,060 +5,751,095 +26.6
1966-68 33,013,545 +5,613,485 +20.5
1968-70 48,364,760 +15,351,215 +46.5
1970-72 78,211,125 / +29,846,365 +61.7
1972-74 142,016,99()!! +63,805,865 +81.6

Projected expenditures 
1974-76 153,700,000 +11,683,010 +8.2
1976-78 166,500,000 +12,800,000 +8.3
1978-80 185,300,000 +18,800,000 +11.3

�/ These are the appropriations given in the Appropriations Act of 
April 10, 1972 as amended by the 1973 session of the General Assembly. They 
are not adjusted for changes used in making the projections (see Table 4.1, 
note E,/). 
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Programs or agencies in the functional category include the Department 

of Welfare and Institutions, the Virginia Conmission for the Visually Handi

capped, the Division of War Veterans Claims, Confederate pensions, the commodi

ty distribution program under the Board of Agriculture and Commerce, the Home 

for Needy Confederate Women, and the Virginia Council for the Deaf. 

Public welfare outlays, which have experienced extremely rapid growth 

since the 1968-70 biennium, are expected to grow at a relatively luw rate 

during the remainder of the projection period. A portion of the imnediate 

slowdown reflected in the 1974-76 biennium is the result of complete federal 

takeover on January 1, 1974, of three major programs and their administrative 

burden, old age assistance, aid to the permanently and totally disabled--both 

of which are administered by the Department of Welfare and Institutions--and 

aid to the blind, administered by the Virginia Coomission for the Visually 

Handicapped. The number of recipients is projected to increase for each of the 

major nonfederalized programs as follows: 

General 
Fiscal Year Relief 

1974-75 +1.7
1975-76 +1.7
1976-77 +1.7
1977-78 +1.7
1978-79 +1.7
1979-80 +1.7

Foster 
Care 

+1.5
+1.5
+1.5
+1.5
+1.5
+1.5

Percent Change 

Aid to Families /with De2endent Children.! 

+8.8

+1.0
o.o

+1.7
+3.4
+1.7

�/ Partially federaliy funded. 

Hosp. of the 
Indigent 

+1.8
+1.8
+1.8
+1.8
+1.8
+1.8

By far the largest remaining public welfare program in terms of general 

fund expenditures is Aid to Families with Dependent Children. At a level of 

$74,604,300 this program represents 52.5 percent of the entire 1972-74 public 

welfare outlay. The specific AFDC projection is presented in the following table�



Aid to Families with 

�� Amount 

Actual appropriations 
1972-74 $74,604,300 

Projected expenditures 

1974-76 95,700,000 
1976-78 102,100,000 
1978-80 113,000,000 

Vocational Rehabilitation 

- Z25-

Dependent Children 

Change from Preceding 
Amount 

$ 

+21,095,700
+6,400,000

+10,900,000

Biennium 
Percent 

. . .

+28.3
+6.7

+10. 7

TABLE 4.10.--VOCATIOOAL REHABILITATIOO, ACTUAL APPROPRIATIOOS, 
1962-64 TO 1972-74 1 AND PROJECI'ED EXPENDITURES, 1974-76 TO 1978-80 

Change from Preceding Biennium 
Biennium Amount Amount Percent 

Actual appropriations 
1962-64 $ 129,245 $ 
1964-66 207,405 +78,160 +60.5
1966-68 2,752,160 +2,544,755 +1,227.0
1968-70 4,097,525 +1,345,365 +48.9
1970 .. 72 5,787,635 +1,690,110 +41.2
1972-74 6,872,380 +1,084,745 +18. 7

Projected expenditures 
1974-76 8,000,000 +1,127,620 +16.4
1976-78 9,300,000 +1,300,000 +16.3
1978-80 10,900,000 +1,600,000 +17.2

Programs or agencies in the functional category include the Department of 

Vocational Rehabilitation, the Virginia C011111.ission for the Visually Handicapped, 

and the Virginia. Rehabilitation Center for the Blind.· The Department of Voca

tional Rehabilitation was not established as a separate entity until the 1966-

68 biennium. Most outlays that would have been made by the department prior 

to that biennium were made by the Department of Education and came under the 

elementary-secondary education ca<t:egory. Only small outlays for vocational 
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rehabilitation made by the Commission for Visually Handicapped came under this 

category prior to the 1966-68 biennium. Therefore, the cause for the large 

increase from the 1964-66 to the 1966-68 biennium was primarily a change in 

administration, not a change in scope and quality. The projected annual rates 

of increase of the caseload for the appropriations administered by the Commis

sion for the Visually Handicapped are the same as for its appropriations 

under public welfare (excluding the program and administrative costs of aid 

to the blind). 

Administration of Justice 

TABLE 4.11--ADMINISTRATION OF JUSTICE, ACTUAL APPROPRIATIONS, 
1962-64 TO 1972-74

1 
AND PROJECTED EXPENDITURES, 1974-76 TO 1978-80 

Change from Preceding Biennium 
Biennium Amount Amount Percent 

Actual appropriations 
1962-64 $ 36,545,785 
1964-66 39,225,935 +2,680,150 +7.3
1966-68 67,879,485 +28,653,550 +73.0
1968-70 90,543,675 +22,664,190 +33.4
1970-72 120,155,455 +29,611,780 +32. 7
1972-74 157,052,450 +36,896,995 +30. 7

Projected expenditures 
1974-76 178,200,000 +21,147,550 +13.5
1976-78 202,400,000 +24,200,000 +13.6
1978-80 229,900,000 +27,500,000 +13.6

Programs or agencies in the functional category include the Supreme Court 

of Appeals, the Trial Courts of Record, the Trial Courts not of record, the 

Juvenile and Domestic Relations Courts (city, county and regional), the 

Judicial Council and judicial conferences, the Department of Law (for the 

Attorney General, law enforcement administration, judicial retirement system, 

state share of salaries and expenses of local commonwealth attorneys, and state 

share of salaries and expenses of local sheriffs and sergeants), the Law En

forcement Officers Training Standards Commission, the Department of State 
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Police, the Central Criminal Records Exchange, the Virginia Probation and Parole 

Board, the Board of Welfare and Institutions (for correctional institutions 

and activities only), the Division of Justice and Crime Prevention, and 

the Public Defender C0111I1ission. 

Beginning in the 1966-68 biennium, the operating expenses of the Depart

ment of State Police were paid from the general fund rather than from special 

funds. This change represented an expansion of general fund activities. 

Resource and Economic Development 

TABLE 4.12.--RESOURCE AND ECONCMIC DEVELOPMENT, ACTUAL APPROPRIATIONS, 
1962-64 to 1972-74 1 AND PROJECTED EXPENDITURES, 1974-76 TO 1978•80 

Change from Preceding Biennium 
Biennium Amount Amount Percent 

Actual appropriations 
1962-64 $ $ 
1964-66 23,259,730 +3,543,010 +18.0
1966-68 31,479,679 +8,219,949 +35.3
1968-70 38,467,210 +6,987,531 +22.2
1970-72 45,890,605 +7,423,395 +19.3
1972-74 57,659,095 +11, 768,490 +25.6

Projected expenditures 
1974-76 66,200,000 +8,540, 905 +14.8
1976-78 75,200,000 +9,000,000 +13.6
1978-80 85,400;000 +10,200,000 +13.6

Programs or agencies in the functional category include the Division of 

Industrial Development, the State Corporation Commission, the Department of 

Labor and Industry, the Department of Agriculture and Commerce, the Department 

of Conservation and Economic Development, the State Water Control Board, the 

Commission of the Industry of Agriculture, Virginia Soil and Water Conserva• 

tion Commission, the Virginia Historical Landmarks Commission, the Virginia 

Historical Society, other historical museums, other historical foundations 

and memorial commissions, the Commission of Outdoor Recreation, the Board of 

Regents of Gunston Hall, the Breaks Interstate Park Commission, other river 
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and park commissions, the Marine Resources Co11111ission, other fisheries com

missions, the Virginia Institute of Marine Science, the Department of Community 

Colleges (special programs), specific examination and registration boards 

associated with the Department of Professional and Occupational Regi.stration, 

and miscellaneous activities. 

General Administration 

TABLE 4.13.••GENERAL AIMINISTRATION, AcruAL APPROPRIATIONS, 
1962•64 TO 1972-74 1 AND PROJEcrED EXPENDITURES, 1974-76 TO 19"!8•80 

Change from Preceding Biennium 
Biennium Amount Amount Percent 

Actual appropriations 
1962-64 $ 18,723,525 $ . . .

1964-66 20,702,400 +l,978,875 +10.6
1966-68 29,589,135 +8,886, 735 +42.9
1968-70 38,859,365 +9,270�230 +31.3
1970-72 49,157,080 +10,297,715 +26.5
1972-74 59,844,995 +10,687,915 +21.7

Projected expenditures 
1974-76 67,500,000 +7,655,005 +12.8
1976-78 76,700,000 +9,200,000 +13.6
1978-80 87,100,000 +10,400,000 +13.6

Programs or agencies in the functional category include the Executive 

Office, the.Division of the Budget, the Division of Engineering and Buildings, 

the Division of Automated Data Processing, the Division of Personnel, the 

Division of State Planning and Community Affairs, the State Board of Elections, 

the Office of Civil Defense, the Department of the Treasury, the Department 

of Taxation, the Art Conmission, the Treasury Board Administration (for re· 

cording financial transactions of the state, collecting old claims, paying 

premiums on bonds of county officers, and reissuing old warrants), the 

Compensation Board (for regulating compensation of fee and salaried officers, 

the state share of salaries and expenses of local commissioners of the revenue, 

and the state share of salaries and expenses of local treasurers), the Depart-
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ment of Purchases and Supply, Central Garage, the Governor's Council on 

Narcotics and Drug Abuse Control, Virginia Commission for Children and Youth, 

and the Conmission on the Status of Women. 

Legislative 

TABLE 4 .14. --LEGISLATIVE, ACTUAL APPROPRIATIONS 
1 

1962-64 TO 1972-74 1 AND PROJECTED EXPENDITURES 1 1974-76 TO 1978··80 

Change from Preceding Biennium 
Biennium Amount Amount Percent 

Actual appropriations 
1962-64 $2,365,180 $ . . .

1964-66 2,432,835 +67,665 +2.9
1966°68 2,984,955 +552,120 +22.7
1968-70 3,702,010 +717 ,055 +24.0
1970-72 5,348,850 +1,646,840 +44.5
1972-74 7,142,220 +1, 793,370 +33.5

Projected expenditures 
1974-76 8,300,000 +1,157, 780 +16.2
1976-78 9,500,000 +1.200.000 +14.5
1978-80 10,700,000 +1.200.000 +12.6

Programs or agencies in the functional category include the General 

Assembly of Virginia, the Division of Statutory Research and Drafting, the 

Virginia Advisory Legislative Council, the Virginia Code Conmission, the 

Virginia Couanission on Interstate Cooperation, the Conmission on Veterans' 

Affairs I the Conmission for Economy in Governmental Expenditures, the Depart

ment of Law (for Couanissioners for the Promotion of Uniformity of Legislation 

in the United States Only), and the Auditor of Public Accounts. 



-230-

Transportation 

'IAfil..E 4 .15. --TRANSPORTATION, ACTUAL APPROPRIATIONS, 
1962-64 TO 1972•742 AND PROJEt:rED EXPENDITURES. 1974-76 TO 1978-80 

Change from Preceding Biennium 
Biennium Amount Amount Percent 

Actual appropriations 
1962-64 $2,821,940 
1964-66 2,863,510 +41,570 +1.5
1966-68 4,156,010 +1,292,500 +45.1
i968•70 4,244,620 +88,610 +2.1
1970-72 8,146,615 +3,901,995 +92.0
1972-74 8,578,770 +432,155 +5.3

Projected expenditures 
1974-76 9,500,000 +921,230 +10. 7
1976-78 10,700,000 +1,200,000 +12.6
1978-80 12,200,000 +l,500,000 +14.0

Programs or agencies in the functional category include the Washington 

Metropolitan Area Transit Commission, the Virginia Airports Authority, the 

Virginia Port Authority, and the Northern Virginia Transportation Commission. 

Employee Benefits (Unallocated by Function) 

TAfil..E 4 .16 .--EMPLOYEE BENEFITS (UNALLOCATED BY FUNt:rION), ACTUAL APPROPRIATIONS, 
1962-64 to 1972-74 AND PRQJECTED EXPENDITURES. 1974-76 TO 1978•80

Biennium 

Actual appropriations 
1962-64 
1964-66 
1966-68 
1968-70 
1970-72 
1972-74 

Projected expenditures 
1974-76 
1976-78 
1978-80 

Amount 

$11,588,835 
12,701,385 
23,443,890 
28,002,255 
32,843,380 
62,211,655 

73,900,000 
83,900,000 
95,300,000 

Change from Preceding Biennium 
Amount Percent 

$ 
+1,112,550

+10,742,505
+4,558,365
+4,841,125

+29,368,275

+11,688,345
+10,000,000
+11,400 ,ODO

+9.6
+84.6
+19.4
+17.3
+89.4

+18.8
+13.5
+13.6
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This category includes the state share of payments for supplemental retire

ment, social security, group life insurance for state employees and local 

special employees, employee hospital-medical insurance, and unemployment com

pensation benefits. 

The large increase in the 1972-74 biennium was due primarily to base 

and rate changes in social security, significantly increasing the level of 

the state share, and also provision of the Blue Cross-Blue Shield health plan 

for employees. 

State Aid to Localities - Shared Revenues (Unallocated by Function) 

TABLE 4.17.--STATE AID TO LOCALITIES - SHARED 
REVENUES (UNALLOCATED BY FUNCTION), ACTUAL APPROPRIATIOOS, 

19.62-64 TO 1972-741 AND PRaJECTED EXPENDITURES, 1974-76 TO 1978-80 

Change from Preceding Biennium 
Biennium 

Actual appropriations 

1962-64 
1964-66 
1966-68 
1968-70 
1979-72 
1972-74 

Projected 
1974-76 
1976-78 
1978-80 

expenditures 

$ 

Amount 

25,140,000 
25,890,000 
28,476,000 
33,600,000 

37,300,000 
40,500,000 
43,200,000 

Amoun! Percent 

$ 

+25, 140,000
+750,000

+2,586,000
+5,124,000

+3, 700,000
+3,200,000
+2,700,000

+3.0
+10.0
+18.0

+11.0
+8.6
+6.7

State aid to localities in the form of shared revenues comes from A.B.C. 

profits and the wine and spirits tax. Funds are distributed to localities 

for general purposes on the basis of population. An accounting change placed 

these shared revenues in general fund outlays in the 1966-68 bienn�um, and 

they are listed under the Department of Accounts in the Appropriations Act. 

The projected expenditures are the estimated distributions for each biennium. 
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The proceeds from 1 percentage point of the sales and use tax are also 

shared with the localities. Because these revenues are earmarked for educa

tion, they are listed under elementary-secondary education. 

Debt Service (Unallocated by Function) 

TABLE 4.18.--DEBT SERVICE (UNALLOCATED BY FUNCTION), ACTUAL APPROPRIATIONS, 
1962-64 TO 1972-74 1 AND PROJECTED EXPENDITURES, 1974-76 to 1978-80 

Biennium 

Actual appropriations 

1962-64 
1964-66 
1966-68 
1968-70 
1970-72 
1972-74 

Projected expenditures 

1974-76 
1976-78 
1978-80 

Amount 

$ 1,730,000 
225,000 
130,000 

5,000 
18,716,600 
17,794,400 

16,700,000 
15,600,000 
t4,600,000 

Change from Preceding Bitmnium 
Amount Percent 

$ 
-1,505,000

-95,000
-125,000

+18,711,600
-922,200

-1,094,400
-1,100,000
-1,000,000

-87 .o
-42.2
-96.1

+3, 742.3
-4.9

-6.2
-6.6
-6.4

General obligation bonds in the amount of $81,000,000 were issued during 

the 1968-70 biennium. As a result, debt service on general obligation bonds 

rose considerably. (Debt service meets the repayment requirements on the 

principal and the interest on the outstanding portion). 
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Other {UnaUo_cated by Function) 

TABLE 4.19.--0THER (UNALLOCATED BY FUNCTION), ACTUAL APPROPRIATIONS, 
1962-64 TO 1972-74 1 AND PROJECTED-EXPENDITURES. 1974-76 TO 1978•80 

Biennium 

Actual appropriations 
1962-64 
1964-66 
1966-68 
1968-70 
1970-72 
1972-74 

Projected expenditures 

1974-76 
1976-78 
1978-80 

Amount 

$ 2,439,395 
8,962,500 
4,544,885 

15,948,320 
25,508,170 
33,218,415 

56,700,000 
64,400,000 
73,200,000 

Change from Preceding Biennium 

$ 

Amount Percent 

+6,523,105
-4,417,615

+11,403,435
+9,559,850
+7,710,245

+23,481,585
+7,700,000
+8,800,000

+267.4
-49.3

+250.9
+60.0
+30.2

+70. 7
+13.6
+13.7

The programs or agencies in the category include the Department of Military 

Affairs, the Civil Air Patrol, central appropriations to the Governor (for 

adjusting base rates of pay and participation in programs of Intergovernmental 

Personnel Act), local service charges and the Division of Consolidated Labora• 

tory Services. 

The large increase for the 1974-76 biennium is partially due to the addi• 

tion of approximately $15.5 million added to the original 1973-74 appropria

tions by the 1973 session of the General Assembly. Of this increase nearly 

$14 million was for the adjustment of base rates of pay and overtime. 

As witnessed by the percent change column in Table 4.19 the programs 

and agencies in this grouping are subject to widely varying appropriations 

from biennium to biennium. For this reason these particular projections 

should be considered less definitive than those of the other functional 

categories. 
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Summary 

Table 4.20 SW1111arizes the actual appropriations and the projected expen

ditures for general fund operating expenses. Through the next three bienniums 

elementary-secondary education, higher education, public welfare, and medicaid 

are expected to account for approximately three-fourths of the operating 

expenses. 

For elementary-secondary education, enrollment is expected to decline 

slightly throughout the entire projection period. However, even though the 

number of students will decrease there will be a more than offsetting increase 

in cost due to the effect of inflation. For this reason total outlays may be 

expected to rise. In higher education expenditures will increase as enroll

ment grows in all types of institutions. The rate of growth of enrollment is, 

however, projected to be lower than in recent years. 

Public welfare outlays will increase more gradually than they have in 

the illlnediate past. Caseloads are expected to maintain a low growth rate 

and the federal government will assume the program and administrative burden 

of old age assistance, aid to the permanently and totally disabled, and aid 

to the blind. 

Declining caseload projections by the Department of Mental Hygiene and 

Hospitals are responsible for the decreased expenditure projections for the 

1974-76 and 1976-78 bienniums and the small increase in 1978-80 for mental 

health. In order to achieve the low caseload figure conmunity facilities or 

other non-hospital capacity must be developed to handle those patients who 

are now in mental hospitals but who do not actually require hospitalization. 

Consult the mental health passage under scope and quality for further commen�. 

The large increase in the 1974-76 11other" appropriations are chiefly 

due to the effect of the nearly $14 million increase tor the adjustment of 

bas� rates of pay and overtime as authorized by the 1973 General Assembly sessit 



TABLE 4,20,--GENERAL FUND OPERATING EXPENSES: ACTUAL APPROPRIATIONS AND PROJECTED EXPENDITURES, 1962-64 TO 1978-80 

Actual Aeeroeriationa Projected Exeendituraa 

Operating Expenfies 1962-64 1964-66 1966-68 1968-70 1970-72 1972-74 1974-76 1976-78 1978-80 

EDUCATION 
$1,423,900,000 Elementary•Second.sry Education $280,645,293 $327,200,480 $519,817,355 $686,913,870 $825,392,410 $1,004,448,335 $1,163,100,000 $1,285,600,000 

Higher Education 69,749,766 80,395,135 131,337,775 202,894,180 279,746,730 384,396,580 474,500,000 560,700,000 642,700,000 
Other Education ar.d Cultural 2,240,020 2,372,890 3,333,370 4,590,190 5,652,590 7,657,700 8,500,000 9,700,000 11,000,000 

HEALTH AND IIELFARE 
Mental Health 46,721,835 50,674,850 66,116,860 84,729,935 110,848,930 117,749,150 114,700,000 110,600,000 114 , 000, 000 
Public Health 21,860,105 23,611,645 32,132,590 40,353,040 55,203,330 59,973,640 68,000,000 77,300,000 87,800,000 
Medicaid 20,226,205 57 ,504,67<1 110,890,685 155,300,000 189,500,000 227,400,000 
Public Welfare 21,648,965 27,400,060 33,013,545 48,364,760 78,211,125 142,016,990 153,700,000 166,500,000 185,300,000 
Vocational Rehabilitation 129,245 207,405 2,752,160 4,097,525 s, 787,635 6,872,380 8,000,000 9,300,000 10,900,000 

ADMINISTRATION OF JlSTICE 36,545,785 39,225,935 67,879,485 90,543,675 120,155,455 157,052,450 178,200,000 202,400,000 229,900,000 

RESOURCE AND ECONOMlC DEVELOPMENT 19,716,720 23,259,730 31,479,679 38,467,210 45,890,605 57,659,095 6ti,200,000 75,200,000 85,400,000 

GENERAL ADMINISTRATlON AND LEGISLATIVE 
General Administration 18,723,525 20,702,400 29,589,135 38,859,365 49,157,080 59,844,995 67,500,000 76,700,000 87,100,000 
Legislative 2,365,180 2,432,835 2,984,955 3,702,010 5,348,850 7,142,220 8,300,000 9,500,000 10,700,000 

TRANSPORTATION 2,821,940 2,863,510 4,156,010 4,244,620 8,146,615 8,578,770 9,500,000 10,700,000 12,200,000 f 

UNALLOCATED BY FUNCTION 
Employee Benefits 11,588,835 12,701,385 23,443,890 28,002,255 32,843,380 62,211,655 73,900,000 83,900,000 93,300,000 
State Aid to Localities--Shared Revenues 25,140,000 25 ,890,0!)0 28,476,000 33,600,000 37,300,000 40,500,000 43,200,000 
Debt Service 1,730,000 225,000 130,000 5,000 18,716,600 17,794,400 16,700,000 15,600,000 14,600,000 
Other 2,439,395 8,962,500 4,554,885 15,948,320 2s,so9

1
170 33,218,415 �6, 7QO,OOO 64,40Q,OOO 73,200,000 

TOTAL OPERATINC EXPENSES $538,926,609 $622,235,760 $977,851,694 $1,337,832,160 $1,752,590,175 $2, ?.71, 107,460 S2 ,660, 100,000 $2,988,100,000 $3,354,600,000 
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The Baseline Gap 

Using projected revenues in Chapter III and baseline operating expendi

tures in this chapter, a comparison can be made of the two sides of the fiscal 

ledger. The difference between revenues and expenditures, henceforth called 

the gap, is shown in Table 4.21. 

With revenues expected to rise faster than expenditures, a positive gap 

or surplus is projected for baseline outlays in each of the next three bienniums. 

Two reasons for the anticipated surpluses on the revenue side are federal 

general revenue sharing and the recent increases in the individual and the 

corporate income tax rates. For example, in 1974-76 these changes are ex• 

pected to result in about $210 million in revenue. 

On the expenditure side it is worth noting that total elementary-secondary 

enrollment is expected to peak in 1973-74 and thereafter to decline for each year 

of the entire projection period. Since this category accounts for nearly 45 

percent of all 1972-74 general fund operating expenditures a declining rather 

than an increasing workload is highly significant. 

Uncertainties in federal funding could have a significant impact on the 

actual gap outcome. Please consult qualification numbers five and six follow

ing Table 4.21 for clarification. 
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TABLE 4.21.--PROJECTIONS OF GENERAL FUND GAP, 1974-76 to 1978-80 
{Millions of Dollars) 

Operating Gap (Revenues 
Biennium Revenues E�enditures Minus E�enditur!s) 

1974-76 $3,092.9 $2,660.1 $ +432.8
1976-78 3,716.7 2,988.1 +728.6
1978-80 4,580.2 3,354.6 +1,225.6

Sources: Tables 3.2 and 4.20, pp. 201, 02. 

The gap projections are subject to several qualifications: 

1. A gap is a residual figure and therefore subject to consider
able error, since small adjustments in revenue or expenditure
projections have a magnified impact. For example, a 3 percent
increase in projected 1974-76 expenditures and a 3 petcent
reduction in revenues would change the gap forecast to $+260.2
million--a 40 percent reduction.

2. As a general rule, short-run forecasts are more accurate than
long-term forecasts. For this reason, the results fot 1974-76
are probably closer to the mark than those for 1978-80.

3. The above gaps refer to baseline expenditure projections. They
make no allowance for increases in scope or quality, nor do they
make any allowance for capital outlays.

4. Realization of the reduced caseloads desired in VirgiLia mental
hospitals will require the establishment of coamunity facilities
or other form of patient care capacity. If this capacity is
not forthcoming then mental hospital caseloads may be expected
to be larger than projected resulting in a higher baseline outlay.

5. Allowance has been made for two important changes in federal
funding: revenue sharing and takeover of program and administra
tive costs for three major public welfare programs. These
factors combine to produce an expansionary effect on the surplus.
However, at the time of this writing no. information is available
as to the size and nature of federal cutbacks which appear to
be in the making. When and if they do come, the extent to which
the state wishes to assume the burden will have a direct dollar
for dollar reducing effect on the projected surplus.

6. Federal revenue sharing is scheduled to expire December 31, 1976.
Therefore, it has not been included in the revenue projections
beyond that date. Should it be extended, revenues in the last
two projected bienniums would be larger than stated.
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Scope and Quality 

Recent Changes in Scope and Quality 

Table 4.22 presents quantitative estimates of changes in scope and 

quality for the period 1967-68 to 1971-72.!/ The fonnula used to mal�e the

estimates is: 
1971-72 

1967-68 
Appropriations X 

Appropriations 
Population

Workload Ratio 
, 

Price 
X Ratio 

= Scope an2/Quality
Ratio-

Because annual outlays by functional category are not presently available, 

the 1967-68 and 1971-72 outlays for each category are estimated by uplitting 

the biennial appropriations in half. The only exception is public welfare 

outlays. For this activity figures were taken from the relevant Appropriations 

Acts and from data provided by the Department of Welfare and Institutions. 

The population-workload and price ratios are then calculated; their product is 

the baseline growth factor. The bases for these ratios are found in Table 4.1. 

Between fiscal years 1967-68 and 1971-72, total population grew by an estimated 

6.6 percent (or 1.6 percent per year). Specific enrollments or cas�loads are 

again derived from information provided by the relevant state agency. The 

historical price indexes, given in appendix Table A.8 are adjusted to a fiscal 

year basis. By dividing the 1971-72 appropriations by the 1967-68 appropria

tions times the baseline growth factor, a residual ratio, which is the estimated 

change in scope and quality, is found. 

1/ Longer alternative base periods were considered, but were abandoned 
as they offered no detectable advantages in return for two important shortcomings. 
The vocational rehabilitation function did not attain its full organizational 
level until 1966-68 biennium when the Department of Vocational Rehabilitation 
was formed. Higher education underwent a fundamental change with the develop
ment in recent years of the community college system. Productivity increases 
under the new system were so great that longer base periods tended to yield 
negative scope and quality measures which lend themselves to misint�rpretation. 

J:l Lawrence R. Kegan and George P. Roniger, "The Outlook for State and 
Local Finances," in Fiscal Issues in the Future of Federalism, CED Supplementary 

Paper, No. 23 (New York: Committee for Economic Development, 1968), P• 256. 



-239-

The scope and quality methodology is the best alternative which is adaptable 

to our purposes. However, its results will be misleading if three important reser

vations are not kept in mind. 

First, since the methodology is only able to measure changes in m�netary 

terms, non-monetary improvements such as changes in productivity are overlooked 

or may even be positively distorted. For example, if a specific program manages 

over time to serve a vastly larger number of people at a lower cost per recipient, 

h f 1 d 1. 1/ t e ormu a will reflect this change as a decrease in scope an qua ity.-

Second, measuring scope and quality changes with respect to general fund 

expenditures yields an insight into growth from the viewpoint of state govern• 

ment, but not necessarily from that of anyone else. For instance, in programs 

which are partially federally funded, shifting a portion of the federal burden 

to the state general fund will increase the scope and quality measure from the 

state's point of view although the recipient's total amount remains unchanged. 

Since it is the intent of this work to analyze only general fund expenditures, 

the measurement is valid but results should not be misapplied. 

Third, the residual accounts for all change not due to populatiou•workload 

and price growth. For example, new fields of study at colleges and universities 

mean more enrollment, but data limitations preclude estimation of the impact that 

these improvements have on the population-workload factors. Also, the price 

indexes may have overstated the increases in prices. For example, the state 

!/ For a hypothetical example, refer to the formula and assume that the 
expenditures in year one are unchanged in year two and that prices remain con
stant. If the program has managed to serve more people in year two than it did 
in year one, then the denominator of the fraction will be larger than the numerator. 
This situation could prevail, for example, in education where given facilities 
and personnel might serve a larger (or for the opposite result a smaller) number 
of students with very little change in cost. This type of productivity change 
has a perverse impact on scope and quality ratios. 
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and local implicit price deflater is biased upward, for it does not account 

for growth in the productivity of state employees. Again, though, the 

impact of such factors cannot be quantified. 

The reservations cited above do not invalidate scope and quality judgments, 

but they do demonstrate the necessity for considering specific scope and quali

ty ratios as "soft" approximations rather than as "hard" and precisely compara

ble figures. 

For summary Table 4.22 below the estimate of total scope and quality is 

calculated by weighting each category estimate with the ratio of the appro

priations in the category to total general fund appropriations. The total 

scope and quality change is equal to the sum of these weighted estimates. 

For the table, all ratio changes are converted to percentage changes. 

TABLE 4.22--ESTIMATED INCREASE IN SCOPE AND/QUALITY,
FISCAL YEARS 1967-68 TO 1971-72!. 

Percentage Increase in Scope 
and �ality 

Average 
Functional Category Total Annual Rate 

Elementary-Secondary Education 17.2 4.0 
Higher Education 3.2 0.8 
Other Education and Cultural 24.2 5.6 

Mental Health 38.5 8.5 
Public Health 26. 7 6.1 
Pub 1 ic Welfare 53.4 11.3 

Vocational Rehabilitation 54.1 11.4 
Administration of Justice 29.4 6.6 
Resource and Economic Development 7.9 1.9 

General Administration 21. 7 5.0 
Legislative 31.3 7.0 
Transportation 43.6 9.5 

Employee Benefits 2.6 0.7 
Other 411.2 42.4 

Tot:a l 10.Z) z., 

!_/ Three functional categories are excluded: (1) Medicaid, which did not
begin until the 1968-70 biennium; (2) debt service and (3) state aid to localities, 
which do not fit into this conceptual framework. 
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Future Expansion of Scope and Quality 

There is little doubt that in the next three bienniums demands for expand

ing the scope and quality of programs will continue. There is an observable 

tendency for individuals to demand more and better public services �s their 

standard of living rises. The business collllllunity, too, tends to demand better 

trained labor as the economy grows. In addition, the current emphasis on 

government spending as a remedy for most social and economic problems is not 

likely to moderate. 

It is difficult to estimate the magnitude of scope and quality increases 

for any specific program other than to feel reasonably confident that growth 

will continue at rates consistent with the recent past. In Table 4.22 we 

noted the scope and quality changes which took place between 1967-6U and 1971-

72 in each functional category. For the purposes of .projection each category 

is assumed to continue growing at its previous rate. Where specific observa

tions are in order, they will be found under the appropriate section. 

Elementary-Secondary Education 

Alternative ways of financing elementary-secondary education ace discussed 

in Chapter VI, which covers state aid to localities. If the scope and quality 

of all programs were increased at a 4 percent annual rate beginning fiscal year 

1974-75, the additional cost would be: 

Biennium 

1974-76 
1976-78 
1978-80 

Additional Outlays 
• {Millions)

$ +72.5
+193.1
+349.4



Higher Education 

Biennium 

1974-76 
1976-78 
1978-80 
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Additional Outlays 
(Millions) 

$ +18.2 
+51.0
+93.9

The 1967-68 to 1971-72 annual average scope and quality increase of 

.8 percent for higher education is misleading because of the first and 

third methodological reservations discussed earlier. During its formative 

period a new program often may be expected to reflect a very large increase 

in productivity by serving a mushrooming population. The community college 

system increased its population workload from 6,121 in 1967-68 to 25,729 

in 1971-72, an increase of 320 percent in the number of students served over 

a four-year period. On the other hand, general fund appropriations for the 

same period went from approximately $9.2 million to $22.8 million or an 

increase of some 148 percent. Referring to the original formula, the depress

ing effect on scope and quality of this disproportionate population increase 

becomes obvious. 

It is believed that as the conmunity college system approaches its de

signed capacity and the population workload growth rate tapers off scope and 

quality ratios for higher education will rise, probably dramatically. As 

there is no satisfactory method available for predicting the timing or 

magnitude of such an anticipated change the average general fund scope and 

quality increase rate of 2.5 percent is utilized for higher education. 
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Mental Health 

Between 1967•68 and 1971-72 mental health experienced an average annual 

increase in scope and quality of 8.5 percent. Applied to the projected base

line growth, scope and quality estimates are as follows: 

Biennium 

1974-76 
1976-78 
1978-80 

Additional Outlays 
(Millions) 

$ +14.9 
+36.7
+64.8

As mentioned in the baseline discussion, the Department of Mental Hygiene 

and Hospitals is attempting to reduce the patient/employee ratio in an effort 

to earn official institutional accreditation. If the Department's expectations 

of a reduced hospital caseload are to be realized, some patients must be 

moved to other facilities which are not currently part of the program. However, 

the nature and costs of desirable alternative care facilities are uncertain. 

If a vigorous program is initiated to develop additional services rapidly 

then the projected scope and quality outlays will be too low. The scope and 

quality methodology does not allow for the development of what amounts to a 

major new program because there is no appropriate factor in the base period 

with which to project a trend line. 

Medicaid 

The Medicaid program has not been fully operational long enough to 

establish a historical scope and quality trend line. However, since it is too 

significant an expenditure to be omitted from this section, the average annual 

rate of scope and quality increase for all general fund functions has been 

applied. It is important to note that Medicaid is not predominantly operated 

from the general fund. Thes� computations assume that the general fund share 

will remain reasonably stable at approximately 40 percent of total program 

cost. Keeping these reservations in mind, the scope and quality projections are:



Public Health 

Biennium 

1974-76 
1976-78 
1978-80 
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Additional Outlays 
(Millions) 

$ +6.0 
+17.2
+33.2

During the 1967-68 to 1971-72 period the scope and quality equation 

reflects an average annual increase of 6.1 percent in public health. Con

tinuation of this growth rate will require the following additional expendi-

tures: 

Public Welfare 

Biennium 

1974-76 
1976-68 
1978-80 

Additional Outlays 
(Millions) 

$ +6.4 
+18.0
+34.0

Applying the 11.3 percent rate of increase for public welfare scope and 

quality we project: 

Biennium 

1974-76 
1976-78 
1978-80 

Additional Outlays 
(Millions) 

$ +40,8 
+94.3

+174.2

It is important to remember that funds for public welfare programs come 

in large part from non-general fund sources. Consequently, an 11,J percent 

annual scope and quality increase in the total program requires not only the 

above general fund outlays, but also a constant ratio of special to general 

funds and availability of special funds in sufficient quantity to maintain the 

ratio. 
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Vocational Rehabilitation 

Vocational rehabilitation scope and quality projections based on an 

11.4 percent annual rate of increase are as follows: 

Biennium 

1974-76 
1976-78 
1978-80 

Administration of Justice 

Additional Outlays 
(Millions) 

$ +1.4 
+4.1
+8.5

During the 1967-68 to 1971-72 period this function registered a 6.6

percent annual increase in scope and quality. If continued, this trend will 

require the baseline outlay plus: 

Biennium 

1974-76 
1976-78 
1978-80 

Emplorae Benefits 

Additional ·Outlays 
(Millions) 

$ +18.2 
+51.1
+97.4

During the 1967-68 to 1971-72 base period the scope and quality increase 

for employee benefits was .7 percent per year. 

Biennium 

1974-76 
1976-78 
1978-80 

At this rate projections are: 

Additional Outlays 
(Millions) 

$ +.8 
+2.1
+3. 7

The projection must be considered conservative as it is based on a period 

during which growth in this function is �robably not typical. For example, 

between 1960-61 and 1969-70 the scope and quality of employee benc,fits increased 
1/ 

at an average annual rate of 5.2 percent.-

1/ Knapp, John L., and Associates. Fiscal Prospe_c;:Js a_t1,d Alt:ernat_ives_.
The Division of State Planning and Conmunity Affairs, Richmond, Va., April, 
1971, p. 210. 
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Scope and quality increases for this category are projected at 2.5 

percent per year and are as follows: 

Biennium 

1974-76 
1976-78 
1978-80 

Additional Outlay� 
(Millions) 

$ +2.2 
+5.8

+10.7

The historical scope and quality growth rate of 42.4 percent per year 

was not used because it appeared to be unreasonably high. Most of this 

abnormally high growth was due to the adjusting of base rates of pay and 

overtime. For this reason the average rate for all functions was �mployed. 

Additional Categories 

The following functional categories by virtue of their relatively modest 

size or growth rates do not require individual conment. Their estimated 

scope and quality requirements based on recent historical experience are 

reflected in the table below. 

TABLE 4.23.--ADDITIONAL SCOPE AND QUALITY OUTLAYS 
{Millions of Dollars) 

Annual Rate of 
Scope & Quality · Bienniyms
Increase (Percent) 1974-76 1976-78

Resource and Economic 
Development 1.9 $ +1.9 $ +5.1 

General Administration 5 .• 0 +5.2 .+14.4 

Legislative 7.0 +.9 +2.5

Transportation 9.5 +1.4 +4.1

Other Education and 
Cultural 5.6 +. 7 +2.0

1978-80 

$ +9.3 

+26.9

+4.9

+7.9

+3.9
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Sununary 

The categories discussed above account for approximately 98 percent of 

general fund outlays and include all functions except debt service and state 

aid to localities. The only category discussed for which a specific ratio 

was not obtainable is medicaid. If all programs were expended as projected, 

the additional scope and quality outlays would change the baseline gaps as 

follows: 

Biennium 

1974-76 

1976•78 

1978-80 

Baseline Ga:e 

(Millions) 

$ +432.8

+728.6

+l,225.6

Additional 
Outlays for Scope and 

Sco:ee and 2!:!ality = gualit;y: Ga2 

(Millions) (Millions) 

$+191.5 $+241.3 

+501.5 +227.1

+922. 7 +302.9

It may be desired to reduce or even eliminate scope and quality expendi• 

tures for some functions while others may be increased significantly. The 

table only reflects the cuDU1lative impact which may be expected if individual 

functions receive appropriations according to their scope and quality ratios. 
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Capital Outlays 

Introduction 

For the next three Qienniums we show requests for.capital outlays from 

the general fund, and we project amounts actually funded.l/ Then, there is 

a discussion. of the potential for funding these capital outlays through 

general obligation borrowing. We do not project capital outlays funded from 

revenue bonds11, which ,are primarily for the construction of self-supporting 

facilities at colleges and universities, or from special funds, which are in 

part federal outlays. 

Requests for Capital Outlays from General Fund Revenuef 

Table 4.24 presents the projected capital outlay requests from the 

general fund for the next thiee bienniums. In each biennium the requests 

from colleges and univer.si.t:i.P.s are expected to be about 65 percent of the 

total. Requests to improve mental and public health facilities are anticipated 

to be the next single largest category. Most of the remaining requests are 

projected to come from administration of justice and resource and economic 

development. 

The requests in the 1976-78 and 1978-80 bienniums assume that the requests 

in the preceding biennium will be completely funded or that the ra.quests not 

funded will be dropped, but neither result will occur in all likelihood. 

During the 1960's about 45 percent of requests were funded; in the 1970-72 

biennium the ratio dropped to 13.7 percent and then rose in 1972-74 to 30 

percent ($126.8 million of $422.9 million). Moreover, only a small percentage 

1/ Projections were made prior to the 1973 budget tour. 

1/ Article X, Section 9(c) of the Constitution pennits the state to 
secure revenue bonds with its full faith and credit subject to c,�rtain 
limitations. 



Biennium 

1974-76 

1976-78 

1978°80 

1974-1980 Total 

TABLE 4.24.--PROJECTED CAPITAL OUTLAY REQUESTS FROM THE GENERAL FUND, 
1974-76 TO 1978-80 BIENNIUMS 

Higher 
Education 

$193.5 

183.9 

157.4 

Requests 

(Millions of Dollars ) 

Mental Health Administration 
and Public Health of Justice 

$75.5 $31.2 

31.2 18.9 

28.0 16.0 

Resource & Economic 
Development and 

a/
Other Categories-

$27.3 

38.6 

34.5 

�/ Roughly 75 percent of the requests are for resource and economic development. 

Total 

$327.5 

272.6 

235.9 

$836.0 

Note: Original prpjections, provided by the Division of Engineering and �uildings, were adjusted for 
inflation by using the implicit price deflater for government buildings, excluding the military (see appendix 
Table A.8). The initial figures were developed prior to the spring budget.tour for capital outlay,requests. 
Therefore, the requests used here for 1974-76 are lower than the $369.6 million requested in spring, 1973. 



-250-

of those requests not funded in previous years were dropped; in other words, 

agencies maintained the same set of priorities until they were satisfied. We 

therefore assume that the $296.1 million left over from this biennium is 

included in the $327.5 million requested for the 1974-76 biennium. Also 

included are new agency requests and an allowance for inflation. If 40 

percent of the 1974-76 requests were funded, appropriations for the remaining 

$196.5 million would be requested in the following biennium (after the requests 

are adjusted for inflation). This would cause deferral of many, if not all, 

of the 1974-76 requ�sts to the 1976-78 biennium. Thus, the funding of only 

a portion of each biennium's capital outlay requests would rule out the sum 

total of requests ($836 million) shown in Table 4.24. 

Projected Capital Outlays from General Fund Revenues 

Because requests for capital outlays appear to be a poor basis for 

projecting capital outlays from general fund revenues, we utilize historical 

ratios of general fund appropriations for capital projects to general fund 

appropriations for recurring programs. In recent bienniums, the ratio has 

remained fairly constant. Only in the 1966-68 and 1970-72 bienniums does the 

ratio differ significantly from the historical average of 6.9 percent:· 

Biennium 

1958-60 
1969-62 
1962-64 
1964-66 
1966-68 
1968-)0 
1970-72 
1972-74 

Simple Average 

Ratio 

(Percent) 

8,1 
8.3 
5.9 
5.8 

10. 7 
8.3 
2.5 
5.6 

Appropriations 
for Capital Projects 

(Millions) 

$ 30.1 
38.1 
31. 7 
35.8 

��1:�!!/ 
43.2 

126.8 
$ 65.2 

�/ This figure includes $81 million in general obligation bonds which 
funded requests made to the general fund. 
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If we assume that the 6.9 percent ratio of capital to recurring outlays 

were to hold for the next three bienniums, the capital outlays required for 

baseline growth would be: 

Biennium 

1974-76 
1976-78 
1978-80 

Baseline 
Capital Outlays 

(Millions) 

$183.5 
206.2 
231.5 

Most of the capital outlay requests are expected to be for higher �ducation, 

mental health, public health and administration of justice. 

If outlays are realized as projected in the scope and quality summary, 

then scope and quality capital outlays may be estimated by applyin� the 6.9 

percent ratio. The same methodology is used as for baseline capital outlays 

and yields the following result: 

Biennium 

1974-76 
1976-78 
1978-80 

Additional 
Scope and Quality 

Capital Outlays 
(Millions) 

$13.3 
34.6 
63.6 

These projected capital outlays would change the baseline and scope 

and quality gaps to: 

Biennium 

1974-76 
1976-78 
1978-80 

Baseline Gap 
(Millions) 

$ +432.8 
+728.6

+l,225.6

Scope and 
Quality Gap 

(Millions) 

$+241.3 
+227.1
+302.9

Baseline Gap 
with 

Capital Outlays 
(Millions) 

$+249.3 
+522.4
+994.1

Scope and 
Quality Gap 

with 
Capital Outlays 

(Millions) 

$+44.5 
-13. 7
+7.8

In su111111ary, baseline growth and the expansion of scope and quality would 

require large capital outlays from the general fund. With the increase 



projected for revenues during the next three bienniums, the state'& fiscal 

prospects appear relatively bright. Unless the estimated scope and quality 

and capital outlay expenditures are exceeded, we may anticipate su�-plus balances 

in the 1974•76 and 1978-80 bienniums, with a deficit in 1976-78. 

Three important reservations must be kept in mind when considering the 

projected gaps: 

1. Of primary immediate concern are the anticipated federal cut•
backs. If these reductions materialize and the state elects
to continue affected programs via general fund expenditures,, 

then the projected surpluses will be reduced or transformed
to deficits and the 1976-78 projected deficit will be deepened
(see qualification No. 5 under Table 4.21).

2. The long range fate of federal revenue sharing is unknown. If 
it is continued beyond the January 1, 1976 expiration date,
the anticipated surplus for 1978-80 could be widened and the
1976-78 deficit reduced or transformed to a surplus.

3. Short term projections are usually more reliable than long
term projections, so the accuracy of the 1974-76 figures is
�robably greater than that of the 1978-80 biennium.

Capital Outlays from General Obligation Borrowing 

It is not necessary to finance all capital outlays from general fund 

revenues; general obligation borrowing could be another source. In this 

section we provide estimates of the maximum amount that could be borrowed 

in each biennium. 

Under the amendment to the constitution, general obligation debt for 

capital projects is permitted, provided that it is approved by a majority 

of the General Assembly and by a majority of the voters in a referendum. 

Furthermore, 

••• No such debt shall be authorized by the General Assembly 
if the amount thereof when added to amounts approved by the 
people, or authorized by the General Assembly and not yet 

submitted to the people for approval, under this subsection 
during the three fiscal years inunediately preceding the 
authorization by the General Assembly of such debt and the 
fiscal year in which such debt is authorized shall exceed 
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twenty-five per centum of an amount equal to 1.15 times the 
average annual tax revenues of the Conmonwealth derived from 
taxes on income and retail sales, as certified by the Auditor 
of Public Accounts, for the three fiscal years immediately 
preceding the authorization of such debt by the General Assembly. 

No debt shall be incurred under this subsection if the amount 
thereof when added to the aggregate amount of all outstanding 
debt to which the full faith and credit of the Conmonwealth is 
pledged other than that excluded from this limitation by the 
provisions of this article authorizing the contracting of debts 
to redeem a previous debt obligation of the Commonwealth and 
for certain revenue-producing capital projects, less any amount 
set aside in sinking funds for the repayment of such outstanding 
debt, shall exceed an amount equal to 1.15 times the average 
annual tax revenues of the Commonwealth derived from taxes on in
come and retail sales, as certified by the Auditor of Public 
Accounts, for the three1fiscal years immediately preceding the
incurring of such debt.-

Table 4.25 applies the above provisions to projected revenues from income 

taxes on individuals and corporations and from the sales and use tax. The 

table shows that the new debt provisions will permit large new borrowings 

in the next three bienniums if the General Assembly and the voters wish to 

1se the maximum authority. Only in the 1974-76 biennium, however, could 

the maximum debt that could be authorized ($208.l million) completely 

substitute for general fund revenues as a method of financing projected 

capital outlays ($196.8 million with $183.5 million in baseline capital outlays and 

$13.3 million in scope and quality capital outlays). In the last two bienniums, 

maximum debt authorizations would cover only about 30 percent of projected 

capital outlays·. Of course, any new authorized debt would have to be 

serviced out of general fund revenues. Table 4.26 shows the additional debt 

service required in the next three bienniums if the maximum amount of 

general obligation borrowing were authorized. 

1/ Constitution of Virginia, Article X, Section 9(b). 



Year General 
Assemb}1 

Meets-

1973-74 

1975-76 

1977-78 

Projected Average 
Annual Sales and Income 
Taxes, Previous 3 Years 

$ 723,911 

988.1 

1,271.7 

TABLE 4.25.--PROJECTED MAXIMUM GENERAL OBLIGATION BORRCMING PERMISSIBLE 
Ul'iDER THE CONSTITUTION, FISCAL YEARS 1973-74 TO 1977-78 

Millions of Dollars 

Maximum Dt·bt lvhich 
Calculc,ion Could be Authori�?�/ Gross 

Base- For the Bienniunr- - � 

$208 .1 $ 208.1 $ 289 .1 

284 .1 76.0 365.1 

365.6 81.5 446.6 

Outstanding at End of Fiscal Year 
Overall 

Sinki?g Net Debtf/ 
� � Limle:-

$ 23.0 $ 266.1 $ 832.5 

45.0 320.1 1,136.3 

81.2 365.4 1,462.5 

a/ Assumes the bonds are approved in a referendum the fiscal year following authori2ation by the General Assembly. Thus, borrowing authorized by the 1974 General Assemhly and 
appro;ed in fiscal year 1974-75 would be available for spending in the 1974-76 biennium. 

'!a_/ Twenty-five percent of 1.15 times the average annual taK revenues from the Individual and Fiduciary Income Tax, the Corporate Income Tax, and State Sales and Use TaY. for the 
three years immediately preceding the authorization. 

s/ This figure is equal to the calculation base less debt approved in the three preceding fiscal years. 

d/ There is some controversy as to how to interpret the new language in the. co1<sti.tution. Questions concr.rn (1) assuming a bond issue has been authorized and approvud, 
should calculations be determined by date of authorization or by date of approval (we used date of approval) and (2) when the constitution refers to sales tax is this limited to the 
sales and use tax or does it include other sal.es taxes such as those on automobiles, liquor, and cigarettes. Also iS the use tax portion of the sales and USP tax included? (Wi, -,s,•d 
the sales and use tax but excluded other sales taxes). Our calculations would differ if we were to use other assumptions. For example, if the calculations were based on the dat,, 
of authorization rather than the date of approval (and our other assumptions were. not changed), then the maximum debt that could be authorized would be $208.l million (1973-74); 
$76 million (1975-76); and S289.6 million (1977-78), If this were the case, debt service estimates would have to be revised. 

e/ Assumes a 5 pe::cent annual amortization rate with payments bPginning in the fiscal year following approval and sale of thC' bonds. Retirement paym,,nts made on the $81 million 
issue-of May, 1969 are included, For simplicity we, assume that dPbt repayment would be made to a sinking fund, Actually, they may go dir,,ctly for retirrment. ln t•it!wr cas,• th� 
effect on net debt is the same. Amortization of the debt and even interest payments could begin after the fiscal year following th<' rcfr.rei,duan on the bonds if thcdr sa''-' W•'rl' delay�t! 
too long after approval; however, our assumptions do appear tn be• rcasonabk. 

f/ 1.15 times-the average annual tax revenues from the IndivJ.dual and fiduciary lncomc· Tax, the Corporat" Inconl<' Tax, and State Sah•s and Use Tax for tll(· thr•.'<' y,•ars in111<·,:i.;t,·lv 
preceding the incurring of such debt. 

JJ,/ Includes actual figures for fiscal years 1970-71 and 1971-i?... 
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TABLE 4.26.--DEBT SERVICE Ct,I PERMISSIBLE GENERAL 9m..IGATION BORRCMING,
1974-76 TO 1978-80 BIENNIUMS� 

Biennium 
Interesfi/Pa�nts-

1974-76 $ 9.9 
1976-78 21.8 
1978-80 26.6 

(Millions of Dollars) 

Payments 
To / Sinking Fund£ 

$ 10.4 
24.6 
32.5 

Total 

$ 20.3 
46.4 
59.1 

a/ This table does not include debt service on the already outstanding 
$81.0-million issue of May, 1969. 

b/ A 5 percent annual rate is assumed with payments beginning in the 
fiscal year following approval and sale of the bonds. Interest is calcu
lated on the net debt as investment of sinking fund payments is assumed 
to partially offset interest expense. 

s.l A 5 percent annual amortization rate is assumed with payments

beginning in the fiscal year following approval and sale of the bonds. 

Sumnary 
Surplus balances are projected for the 1974-76 and 1978-80 bienniums 

while a deficit is anticipated in 1976-78. To refresh the reader's memory, 

the baseline gap is the amount by which projected revenue exceeds anticipated 

expenditures if all programs remain unchanged and allowance is made only for 

expected population-workload variation and price change. The scope and 

quality gap reflects the general fund surplus anticipated if, in nddition to 

workload and price changes, programs are improved at approximately the same 

rate as has prevailed in the recent past. Capital outlay projections assume 

a relatively stable relationship over time between general fund capital out

lays and recurring expenditures. Historical evidence suggests this to be a 

reasonable assumption. The baseline gap with capital outlays pro•,ides the 

surplus anticipated if all conditions prevail as under the baseliue gap and 
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with the addition of capital outlays as suggested by historical experience. 

The scope and quality gap with capital outlays reflects surplus ba·�ances for 

the 1974-76 and 1978-80 biennium, and a deficit for 1976-78. Under this 

projection each program is adjusted not only for population-worklodd changes 

and price changes but also for additional program improvements as uescribed 

under the scope and quality section. To these expenditures are added the 

historically implied baseline and scope and quality capital outlay require

ments. General obligation borrowing would be a more than adequate source 

for funding the anticipated deficit in the 1976-78 biennium. 



CHAPTER V 

LOCAL GOVERNMENT FINANCES 

Introduction 

The purpose of this chapter is to outline the financial position of local 

governments in Virginia and to provide an indication of their future course. 

The reason for doing so is quite simple. No analysis of government can be done 

in a vacuum. What happens at one level of government may have lasting effects 

on another level. This is especially true of state and local fiscal aspects 

because the financial situation of a state may be affected by the financial 

position of its local governments and vice versa. 

Organization of the chapter is divided into two parts. The first section 

develops revenue and expenditure projections for local governments in Virginia 

through fiscal year 1979-80. The second phase presents an analysis of local 

government tax structure with primary emphasis on property taxes. Before we 

entertain these topics, however, a word of caution must be given. Projections 

in this chapter encompass all local governments in Virginia. To a. certain extent,

therefore, they show only the average trend which may or may not be true for 

any specific locality. More will be said about this later with respect to 

central cities. At present, it is worth noting that central cities, urban 

counties, and rural conununities can all have different fiscal outlooks. 

-257-
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Historical S•.1nunary 

The first part of this chapter attempts to mak� revenue and expenjiture 

projections for all local goverrunents in Virginia. Before directing o,ir atten

tion to the future, however, it may be helpful to point out some recent trends 

that have taken place in local government finance over the past few years. For 

purposes of review, therefore, we develop the following two exhibits. 

Table 5.1 shows a percentage breakdown of total local goverrunent revenue 

in Virginia by source for fiscal years 1965-66 to 1970-71. As illusttated 

here, local taxation (approximately 70 percent of which is property taxes) 

represents the greatest source of local revenue. On the other hand, jt is cle ar 

that federal and state cash transfers are becoming increasingly import.ant. In 

terms of total funds, intergovernmental transfers have risen relative to any 

other item over the last six years. 

TABLE 5.1--PERCENTAGE DISTRIBUTION OF LOCAL GOVE�NT REVENUES IN

FISC..AL YEARS 1965-66 TO 1970-71.! 

Percent 

�evenue Source 1965-66 1966-67 1967-6€ 

'axation C (' � 
i.j,.J. C, .... �� • .J - - • v' 

Property taxes 38.9 33.9 3� .. i:. 

Other taxes 11.6 12.9 13.6 
harges & miscellaneous revenue 1 4.9 13.1 13.0 
ntergoverrunental transfers 34. 7 40.1 41.0 

Federal transfers 5.2 4.6 4.9 
State transfers 29.5 35.5 36.1 

Total Revenue 100.0 wo.o 100.0 

Note: Totals may not add to 100.0 percent due to rounding. 

!,I See footnote a, Table 5.5 

Source: Tf1b1� 5 .5. 

of Total 

1968-69 

• . .-. C 
.,.i1.y, • ..; 

'lC.7 
13.8 
12.2 
43.3 

5.1
38.2 

100.0 

\•IRGINIA, 

1969-70 1970-71 

�-5.i 4-5. l

.;1.3 3i.c

13.fl 1.:..5

12.6 12..4 
42.3 42.6 

5.8 5.6 
36.5 37.0 

100.0 100.0 
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Looking at the other side of the budget, Table 5.2 presents a breakdown 

of local government expenditure� by purpose for fiscal years 1965-66 through 

1970-71. As pointed out by this distribution, education is by far the largest 

single expense at the local level even though its importance relative to other 

functions has declined over the last six years (dropping from 53.5 percent of 

all local outlays in 1965-66 to 50.4 percent in 1970-71). Following educational 

costs, in order of rank, are debt servicel1 , public welfare, and police and fire 

protection. In 1970-71, these three items accounted for roughly 24 percent of 

total spending by local jurisdictions. 

TABLE 5.2--PERCENl'AGE DISTRIBUTION OF LOCAL GOVERNMENT ff-l>ENDITURES 
IN VIRGINIA FISCAL YEARS 1965-66 TO 1970-71-

Percent 
unction 1965-66 1966-67 1967-68 

:'lncation 53.5 54.5 52.6 
1ys 4.3 5.6 4.0 
; welfare 5.5 5.6 5.6 

.h and hospitals 1.4 1.5 2.0 
olice and fire protection 5.9 5.6 5.7 
ewerage and sanitation 5.0 5.3 5.0 
ocal parks and recreation 1.5 1.5 1.7 
inancial administration & general control 3.2 3.0 3.2 
�terest on general debt 4.3 4.2 4.5 
11 other general expenditures 7.5 7.1 9.8 
ademption of long term general debt 7.8 6.1 5.9 

Total outlays 100.0 100.0 100.0 

Note: Totals may not add to 100.0 percent due to rounding. 

f!/ See footnote a, Table 5.8. 

Source: Table 5.8. 

of Total 
1968-69 

51.8 
4.1 
6.3 
2.0 
5.9 
5.4 
2.0 
3.3 
4.0 
9.8 
5.4 

100.0 

1969-70 

51.6 
3.8 
6.8 
1.6 
5.9 
4.1 
3.1 
3.2 
4.0 

10.l
5.7

100.0 

1970-71 

50.4 
3.6 
8.1 
1.7 
5.6 
4.0 
2.2 
3.3 
4.0 

11.3 
5.8 

100.0 

j) The term "debt service" refers to interest on general debt and redempt:..on of long-term
--.:ral debt. 
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Revenue and Expenditure Projections 

Projection Methodology 

Although far from complete, the above analysis points out some of the more 

salient characteristics of local government finance in Virginia. In light of 

this information, we now devote our efforts to attempt a forecast of local 

revenues and expenditures. The methodology for making these projections is 

based on three underlying procedures. First,all assumptions about future 

prices and population caseloads are the same as those made in Chapter II and 

Chapters IV of this report. Second, the time period for analysis of historical 

data is limited to the 1960's.l/ Finally, any other assumptions with respect 

to the projections are specific, pertaining only to the revenue or expenditure 

item in question. These are discussed below in relation to each item. 

Revenue Projections 

Real Estate Taxes 

Changes in the amount of real estate taxes collected by local �overnments 

can result from three different variables--changes in the market value of real 

estate; changes in the assessment ratio of real estate; and changes in the tax 

rate on the assessed value of real estate. Under the baseline projaction method

ology used throughout this report, only the first variable is considered. The 

tax rate used in these projections is held constant at $1.06 per $1)0 valuation 

1/ The overall structure of local finance has changed over tj_me especially 
with the adoption of the sales tax in 1966. Because of this, data before 1960 
was thought to be of little value to the present analysis. 
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(the 1971 weighted average true tax rate on real estate for all cities and 

counties in Virginia!-1 ). 

With the tax rate and assessment ratio taken as given, the key projection 

factor for real property tax collections becomes the market value of land. This 

is projected by applying a 10 percent annual rate of growth to the 1971 esti

mated true value of real estate. The 10 percent rate represents sljghtly 

higher growth than the 9.0 percent average annual increase in true values over 

the past ten years. It was chosen to reflect the recent upsurge in land values 

caused by inflation. 

After future market values are obtained, tax collections are forecast by 

multiplying future land values by the weighted average true tax rate. The 

products of this calculation are then adjusted to fiscal year collections by 

taking 50 percent of the total projected receipts for the two years contained 

within the fiscal year. This adjustment is consistent with the relationship 

that existed between property tax collections in fiscal year 1970-71 and the 

total of property tax collections for calendar years 1970 and 1971. Results of 

the method are shown in appendix Table A 0 9. 

Public Service Corporation Levies 

Property taxes on public service corporations are projected to be consis

tent with the so-called "Bemiss Act. ,,1/ This law, passed in 1966, provides for 

eventual assessment of public service property at the same true rate as other 

types of property in the locality instead of the 40 percent assessment ratio 

which was previously used. The mechanism for achieving this goal is spread 

1/ Commonwealth of Virginia, Department of Taxation, "Real Estate Assess
ment Ratios and Average Effective True Tax Rates in Virginia Counties and Cities," 
May 1, 1973. 

];/ Code of Virginia, Section 58-512.1. 
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over a twenty year period. It allows for 1/20 of the January 1, 1966 full 

value of this property to be assessed at the local ratio in calendar year 1967 

and in each subsequent year for an additional 1/20 of this base to be added. 

Thus, by December, 1972, 6/20 of the 1966 base value ( $2,6 billion) will be 

assessed at the same local ratio as other types of property. During the 

adjustment period, any net additions to public service property abo�e the 

1966 base are also to be assessed at the prevailing local ratio. 

The method used to coordinate projections with this act establishes the 

assessed value of public service property through fiscal year 1979-80. This 

is done by first apportioning the amount of the 1966 base that will be 

assessed at the present local ratio (the average median local ratio in 1971 

was 33 percent) and the amount that will be assessed at 40 percent. After 

this is doae, net additions to public service property are projected. These 

projections are made by blowing up the 1971 full value of this property ($4,2 

billion) by 9.8 percent annually, the average annual growth rate in the full 

value of public service corporation property over the last five years. The 

difference between projected future values and the 1966 base represent� the 

1/ 
amount of net additions to be assessed at 33.0 percent.-

Once all three components of future assessed values are obtai1&ed, they 

are added to produce a total valuation of public service property (see Table 5.3). 

Assessed values are then multiplied bya nominal tax rate of $3.41 per $100 

valuation to get projected property tax collections)/ These revenues are 

adjusted to fiscal year collections by the same method used for real estate 

property taxes. For detailed projections of this approach, see appendix Table A.10. 

ll No change in the 1971 assessment ratio is made in future periods. 

'];/ rhe nominal rate of $3.41 per $100 valuation was derived by adjusting 
the 1971 average tax rate on public service corporations to reflect provisions 
in the law (Code of Virginia, Section 58-514.2) that local taxes on real estate 
and tangible personal property of these companies be taxed at the prevailing 
loc�l rate by 1986. For future years, the $3.41 rate is adjusted rlownward to $3.30
achieve this end. 



fiscal Year 

1971-72 

1972-73 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

1979/80 

•1966

Amount 

$2,590.7 

2,590.7 

2,590.7 

2,590.7 

2,590.7 

2,590.7 

2,590.7 

2,590.7 

2,590.7 

TABLE 5.3--PROJECTED ASSESSED VALUE OF PUBLIC SERVICE CORPORATIONS, 
FISCAL YEARS 1971-72 TO 1979-80 

(Millions of Dollars) 

True Value of Public Service Coreoration ProeertI 
Value to be Assessed a.t 

Same Local Ratio As Value to be 
Other !Xl!es of Prol!erti: Assessed at 40% 
Prol!ortion Amount: froportion Amount 

6/20 $ 777.2 14/20 $1,813.5 

7/20 906.7 13/20 1,684.0 

8/20 1,036.3 12/20 1,554.4 

9/20 1,165.8 11/20 1,424.9 

10/20 1,295.4 10/20 1,295.3 

11/20 1,424.9 9/20 1,165.8 

U/20 1,554.4 8/20 1,036.3 

13/20 1,684.0 7/20 906.7 

14/20 1,813.5 6/20 777.2 

Projected Net Additions to 
1966 Base to be Assessed 

at Same Local Ratio ag 1 Other Types of Property--

$1,700.9 

2,121.7 

2,583.5 

3,090.5 

3,647.3 

4,258.6 

4,929.9 

5,666.9 

6,476.1 

Projected t1sessed
Value-

$1,543.2 

1,673.0 

1,816.3 

1,974.6 

2,149.2 

2,341.9 

2,554.3 

2,788.5 

3,046.5 

!,/ Projected net additions were derived by applying 9.8 percent annual rate of growth to 1971 full market value of public service 
:orporation property. 

'!!./ Projected assessed values represent the total of the three individual components when assessed by the appropriate ratio. �e local 
�atio used in this calculation was 33 percent (the average median assessment ratio on real estate for Virginia cities and counties in 1971). 

Sources: Commonwealth or Virginia, Department of Taxation, "Real Estate Assessment Ratios and Average Effecti•,c T'!'ue Ta� Re.tea in Virginia 
:ounties and Cities''. May 1, 1973; "Full Value of Public Service Corporations in 1966, 1968, 1970 and 1971, special tabulations by the State 
:orporation Commission; "Fiscal Assistance for Local Governments," a paper presented to the Revenue Resources and Economic Study Commission by 
Ir. Thomas C. Atkeson and Dr. John L. Kanpp, November 24, 1970. 

I 

I 
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Tangible Personal Property Taxes 

The method used to project tangible personal property tax revenues i� quite 

similar to the technique that will be used to project expenditures. By analyzing 

historical data, we found that changes in tangible personal property tax �ollections 

could be approximated by corresponding changes in personal income and population. 

Thus, 1972 was set up as the base year and the following baseline approach was 

used. For detailed projections of this methodology see appendix Table A.11. 

Tangible Personal Property 
Tax Revenues in Year 2 
Tang·ible Personal Property 
Tax Revenues in Year l 

k � 

 a/Personal Income-
1.n Year 2 
Personal Income 
1.n Year l 

where k is a constant equal to .98'.J!!./ 

Property Taxes on Machinery and Tools 

X 

Population 
Year 2 
Population 
Year l 

Property tax collections on machinery and tools are projected to grow by 

7 .2 percent annually. This figure represents the average annual increase in 

these revenues over the last five fiscal years (exclusive of changes in the 

tax rate ).Only the recent past was chosen for analysis because we felt that 

any trend in these revenues could best be judged from figures taken after the 

1966 enactment of the local option sales tax. For detailed projections, see appendix 

Table A .12. 

f!!i The population and personal income projections used in these calculations 
are shown in Chapter II. 

'I!./ In the equation, k is figured on a constant tax rate of $4.01 per $100 
of assessed value (the 1972 weighted average tax rate on tangible personal 
property for all cities and counties in Virginia). 



-265-

Merchants' Capital Levies 

When rounded to millions of dollars, hardly any change has occurr.ed in 

property tax collections on merchants' capital over the last five yeaLs, As 

a result, only a slight increase in this revenue is projected. The methodology 

used for the forecast is based on a historical trend, For detailed projections, 

see appendix Table A,13. 

Local Sales Tax 

As of May 1, 1969, every county and city in Virginia imposed a 1 percent 

"add-on" sales and use tax. For future pe:::iods. revenue;; fl::;:s:: this s•>urce 

are projected by taking one-third of the state's 3 percent sales and �se 

tax projected in Chapter III and by adjusting this s=,:;unt up.,.;;:rd t:0 c:ccount 

for certain discounts in the state tax which are not aliowed by the localities.l/ 

For detailed results of �h�s e?p�oach, see eppendix Table A,!5. 

Other Taxes 

For the most part, past changes in collections of !)ther local t.;;iccs 

(primari:..y bi.1siness license taxes) have kept pace with gr:iwth in personal 

income. Thus, for future years, the forecast of other local taxes is based 

on the projected annual pe:ccentage change in pe:l:'il.:,1,&..i in;::�,:Le &s ;,;h;,;,wr, lu 

Chapter II. The detailed projecti:::ns of thic r.:cth:::rbi:::gy &;::::;::e�r in ai>pentl:.x 

Table A.16. 

Charges and Miscellaneous Revenue 

d l d d l '-,_-11 ,-_·1 -,,-J..' _--:-;;' .. 1·1.�-.·-·?,,... __ . __ ... � ��.-.-,r�n�.1.e \�ere not avai la-Because ecai e ata en Citl�i2Z • = -- - -· - - - -

ble, this source of revenue is projected to grow by its average annual percentage

h h 1 The fl.·gure representing this amount is 8.6 c ange over t e ast ten years. 

percent. For individual projections, see appendix Table A,17. 

l/ One-third of the state's 3 percent sales tax equals roughly 97 percent 
of the local option tax. 



-266-

Intergovernmental Transfers 

No overall method was used to project cash transfers to local governments 

because it was felt that more accuracy could be obtained if transfers were 

broken down by the functions to which they were applied. The amounts listed 

as state cash transfers include any federal funds channeled through the state. 

Those referred to as federal cash transfers represent only direct payments from 

the federal government to localities. 

State Cash Transfers for Education 

The state transfers cash to localities to help pay the costs of various 

educational expenditures. The largest portion of these receipts are trans

ferred from the Basic State School Aid Fund. Payments from this source 

accounted for $228.7 million (51.3 percent of total state cash transfers for 

education) in fiscal year 1971-72.l/ Other major categorical programs re

ceiving state funds are vocational education, pupil transportation, special 

education, guidance counselors,�·/and driver education. Also included in state 

cash transfers is one-third of the state's sales and use tax distributed to 

localities on the basis of school-aged population. In fiscal year 1971-72, 

this payment amounted to $85.8 million. Not included in this category, 

how.ver, is that part of state aid for education spent directly at the state 

level. Such is the case with state outlays for teacher salary fringe benefits. 

Since this type of aid does not pass through local accounts, it is not entered 

in the totals presented in this section. 

1/ Annual Report of the Superintendent of Public Instruction 1�•71-72, 
Table 40, (Richmond: State Board of Education, December, 1972). 

'?:_/ Categorical grants for guidance counselors will be consolidated with 
the Basic School Aid Fund after 1971-72. 
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Projections of future state cash transfers for education are developed by 

two procedures. For the short term (fiscal years 1973-74 and 1974-75), we 

calculate total state payments by sunnning the individual appropriations which 

have already been budgeted by the state as categorical aids to local school 

divisions. Included in this account for 1973-74 is a supplemental appropriation 

of $24.7 million which was passed in the 1973 session of the General Assembly 

to meet the constitutional requirements for funding the standards of quality. 

The effect of this legislation is expected to raise the degree of state partic

ipation in public education from its current level of 45.2 percent of total 

outlays incurred by local school systems to 47.6 percent of total !or.al expendi

tures for education at the end of the two year forecast. After that time, 

we make no further allowance for change in the state's method of funding 

educational programs. As a result, we assume that state aid will mai;1tain 

its projected 1973-74 relationship to local school outlays over the rest of 

the decade and project state cash transfers at 47.6 percent of anticipated local 

expenditures for education. In making this forecast, however, we must note 

that the Attorney General has ruled that the Basic School Aid Fund will not 

meet the constitutional requirements for financing the actual cost of the 

standards of quality and that a new formula should be instituted for 1974-75.l/ 

Such a formula which could contain substantial changes in both the method and 

level of state funding is now being studied by the Governor's Task Force on 

Financing the Standards of Quality.�/ Any recommendations from this comnittee, 

in turn, will have to be approved by the General Assembly before they become law. 

1/ Letter from Attorney General Andrew P. MiUer to Delegate W. Roy Smith 
dated-February 7, 1973. 

'f./ For a detailed discussion of new developments in state aid for education, 
see Chapter VI. 
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As a result, we do not know what the exact outcome of this chain of events will 

be nor do we consider these efforts at this time in making our baseline revenue 

projections, For the future, however, it would he wise to keep close watch 

on these developments in trying to assess a :r.iot'e accurate course fu.r !�c�.l 

government finance. 

State Cash Transfers for Highways 

Future projections of state cash transfers for highways were supplied by 

the Virginia Department of Highways. These payments include funds se,1t to 

11n1nicipalities with 3,500 or more population for maintenance on urban extensions 

of primary routes and other streets meeting certain engineering standards plus 

funds distributed to two counties (Arlington and Henrico) which perfocm their 

own construction and maintenance.1/ They do not include the present 85 percent 

state share of new construction costs because these funds are not spent directly 

at the local level. 

State Cash Transfers for Public Welfare 

Since most public welfare programs in Virginia are carried out et the 

local level, large outlays show up as local government direct expenditures 

for public welfare. Yet, i.he .:.ajo=ity of fund:..ng for these ;:irograms comes 

from eit'!ter the state or the federal government, In 1971-72, nearly 87 

percent of all local direct expenditures for this purpose we:::e financed by 

2/
funds received from the state.-

Future projections of state cash transfers for public welfare are made 

by calculating the federal, state, and local share of state-supported programs. 

l/ After 1971-72, state aid for urban road maintenance is scheduled to 
increase from $1,100 to $1,500 per lane mile. 

2/ Derived from Table 5.5 and Table 5,8. Includes any amount origfoating 
with the federal government but channeled through the state (see footnote a 
in both tables). 
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These were adjusted in future years to take into account the effects of increased 

federal reimbursement for welfare administration and the complete federal take

over of aid to the blind, aid to the permanently and totally disabled, and old 

age assistance in January 1974. Once the adjusted shares were computed, the 

total local portion of each program was subtracted from the total proJected 

cost of all welfare progre�s for the year in question. The difference so obtained 

represents that proportion of total expenditures financed by the state or by 

federal funds distributed through the state. 

State Cash Transfers for General Support of Local Governments 

State aid to localities for general support comes from five major sources-

A.B.C. profits; the state wine and spirits tax; state capitation taxes; excess

fees paid to the state by certain county and city officials; and the motor 

vehicle carrier rolling stock property tax. Of the five, A.B.C. profits and 

the wine tax are the most significant. In fiscal ye�r 1971-72, these two 

sources alone accounted for more than 92 percent of total state cash transfers 

for gene�al l�cal government support. 

TABLE 5 .4. --PERCENTAGE OF STATE CA.SH TRANSFERS FOR GENERAL SUPPORT 
SUPPLIED BY A.B.C. PROFITS AND WINES AND SPIRITS TAX, 

FISCAL YEARS 1965-66 TO 1971-72 
(Thousands of Dollars) 

A.B.C. Profits % of Total 
Total State Cash and Wine and Spirits State Cash 

Transfers for Tax Distributed Transfers for 
Fiscal Year General Support To Localities Genera 1 Sup.Eort 

1965-66 $14,040 $12,342 90.0 
1966-67 13,811 13,390 89.7 
1967-68 13,942 12,425 89.1 
1968-69 13,927 12,885 92.5 
1969-70 14,551 13,545 93.1 
1970-71 16,858 15,830 93.9 
1971-72 17,785 16,436 92.4 

Sources: U.S. Bureau of the Census, State Government Finances in 19--,
selected editions (Washington: Government Printing Office); Report of the 
Comptroller, selected editions (Richmond: Department of Accounts). 
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Projections of general support aid are based on the assumption that future 

distributions of A.B.C. profits and wine and spirits tax collections will make 

up the major portion of total transfers as they did in the past. These two 

items, in turn, are projected on the basis of state revenue projections made 

in Chapter III. In applying the distribution formulas to state totals, it is 

recognized that the state collects these revenues during the fiscal year but 

distributes them to localities after the close of the fiscal year. Thus, a 

time lag of one year is accounted for in these projections. 

State Cash Transfers for All Other Functions 

State cash transfers for all other functions were projected by assuming 

a constant relationship between transfers for the first four functions (educa

tion, highways, public welfare and general support) and total state cash 

transfers. This was done on the basis of historical data. Next, projected 

cash transfers for the first four functions were adjusted to take out reduced 

federal aid resulting from federalization of certain welfare programs and 

increased state aid for funding the standards of quality. The adjusted transfers 

were then blown up by the assumed relationship to project a hypothetical total 

for future state transfers. The difference between this hypothetica1 total 

and the adjusted transfers for the first four functions was projected to be 

the amount of state cash transfers for all other functions. To this total we 

then added roughly another $12 million a year to account for new state aid 

beginning 1973-74 to help localities with mass transit problems.!/ 

l/ Beginning 1973-74, approximately $5.5 millic,u wili be distributed to those 
cities which have to purchase local bus systems and roughly $6.0 million will 
be provided for those localities building fringe parking lots and bus shelters. 
This aid will be administered by the Department of Highways. 
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Federal Government Cash Transfers 

Since a large portion of federal aid to local governments is accounted for 

under state cash transfers, only a total figure is shown for federal disbursements 

paid directly to localities. Most of this aid at present consist of federal 

impact funds sent to local school divisions under Public Laws 874 and 815. In 

the future, however, this category will also include general revenue sharing 

monies which are now being distributed by the Treasury Department. 

To develop a forecast of direct federal payments to local governments in 

Virginia, we found it necessary to make two assumptions. First, we assume 

that no new transfers of this type will be initiated over the period covered 

by our projections. Second, we make no provision for any change in the present 

method of allotting these funds such as the enactment of special revenue sharing. 

Based on these assumptions, therefore, we project future federal transfers by 

adjusting current payments for inflation and growth in population. The methodology 

for achieving this is the same as that previously used to project state expenditure 

items (see Chapter IV). Next, we add to projected feducl gra.nts the expected 

local share of general revenue sharing funds which were developed in 1:hapter III. 

In doing this, we make no allowance for the continuation of revenue sharing after 

1976 when the present legislation expires. As a result, federal transfers for 

fiscal years 1977-78 through 1979-80 drop off sha.rply from the amounts projected 

for earlier years. For detailed projections, see appendix Table A.20. 

Summary of Revenue Projections 

From fiscal years 1971-72 t:> 1979··80, total local government revenue is 

projected to grow at an average annual rate of 7.2 percent. During this time, 

intergovernmental transfers are expected to become a more important source 

of revenue, growing at a faster pace than any other source through fiscal 
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year 1973-74. Thus, the trend that characterized the last half of the 1960 1 s is 

projected to continue in the first part of the 1970's. In more distant years, 

however, projections show this movement to be reversed. From fiscal year 1974-75 

to fiscal year 1979-80 local sources begin to make up a continuously larger share 

of the total revenue pie. Most of this latter change is due to increased tax 

collections as property values rise with inflation. This outcome is also 

influenced by the fact that we make no provision for change in the scope of 

state and/or federal aids from their present structure. 



TABLE 5.5.--TarAL GENERAL REVENUES OF LOCAL GOVERNMENTS IN VIRGINIA 
ACTUAL 1965-66 TO 1970-71; ESTIMATED 1971-72; PROJECTED 1972-73 TO 1979-8()!/ 

Millions of Dollars 

Actual Estimated!./ ---------��=-=�P!,'re,o�ics•c,:cc,:t�lo,:,n:;,•�c:---,=c:--=-7.:=�:---;-=;-;;cc 1969-70 1970-71 l9n-'7z 1972-73 1973-74 1974-75 1975-76 1976-77 l977-7B 1978-79 1979-80 Revenue Source 

LOCAL SOURCES 

TAXES: 

Property 
Real Estate 
Public service corporations 
Tangible personal property 
Machinery and tools 
Merchants capital c/ Total property taxes-

Sales tax 

Other taxes 
Total taxes 

1965-66 1966-67 1967-68 1968-69 

$229. 3 $235 .2 258.3 $ 273. 5 
38.2 37 .1 39 .3 40.0 
49.2 44 .3 47 .4 49.4 

7 .8 7 .9 8.8 9.2 
__ 1_._1 __ l_._4 __ l_._4 ___ l._4 

326.2 325.9 355.2 373.5 

35 .6 55 .9 65 .o 

� 88.0 93. 7 102.0 
423 .1 � � � 

320.4 370.2 $ 413.0 
44.5 48.6 51.0 
57 .o 67. 6 85.2 
10.8 13.0 14.l 

__ 1_._5 __ l_._5 1. 7 
434,2 500.9 � 

72 ,0 78.6 89.0 

119. 7 135 .0 147. 7 
-----m-;g ----m.:s � 

212. 5 

459.0 505.0 555. 5 611.0 672 .1 739.3 813.3 894.6 
S4. 7 59 .1 63 .9 69 .2 75 .1 Bl. 5 88. 6 96.4 
95 .2 104. 7 114.2 124 .0 134.6 146 .1 158.6 172 .2 
15. l 16.2 17 ,4 18, 7 20.0 21.4 22 .9 24 .5 

___ 1._8 1.8 1.9 1.9 1.9 2.0 2.0 2 .1 
625.8 -----m-:a � � � -rni:3 1,085.4 l,lBY.8 

98. 7 107. 7 120.3 130.8 142 .4 154 .9 168.5 183 .4 

165.4 182 .4 199 .4 217 .o _llh..l -m..i � -1QLl. 
� � -nr,n T,Ti2.& 1,282.2 1,402.1 1,533.5 1,6i7 .5 

230.8 250.6 272 .2 295.6 321.0 148. 6 378. 6 411.2 CHARGES AND MISCELLANEOUS REVENUE 124.6 126. l 143 .1 148.h 174.6 195. 7 
--------

Total local sources 

arHER SOURCES 

STATE CASH TRANSFERS!!/ 

Education 
Highways 

Public welfare 
Genera 1 support 
All other functions 

Total state transfers 

FEDERAL CASH TRANSFERS 

Total other sources 

TOTAL REVENUE 

547. 7 

165 .o 
15 .6 
41.0 
14 .1 

.--J.Wi. 
247, l 

____!!U 

290.6 

$838.3 

575. 6 647 .9 

251. l 296.9 
16. 7 17.6 
45.6 52 .6 
13.8 13.9 
13.4 15 ,2 

� ---m-:7 

� � 

384.5 449.6 

$960, l $1,097.5 

689. l 800.5 910,2 

339 .5 368.5 397. 3 
18 .5 18.8 19 .5 
62 .5 77. 6 110.1 
13.9 14.6 16.9 
28 .9 27.5 42 .1 

-m:1 ---rci7.'o � 

--R:.l � �

525.4 587 .8 674. 5 

$1,214.5 $1,388.3 Sl,584.7 

1,014.2 1,120.7 1,227.5 1,344.8 1,468.2 1,603.2 1,750.7 1,912, l 

445. 7 499.9 569.3 594 .2 618. l 644.b 670. 7 699 .1 
20.2 31.5 32 .5 33 .1 33 .8 34. 7 35. 5 36.4 

153. 5 166.2 188. 8 192. 7 204 .1 211. 6 221.2 �34 .3 
17 .8 19.3 19, l 19.8 20.5 21.3 22 .0 22.8 
47 .9 49 .9 67 .3 69. 7 72 .6 75.4 78.4 Rl.3 

-m:T --m;:a -im-:o � -949.T � -,. "1iiT.ii l,O'ir:'9 

_.12..:1 ---121:.2. � � � 197 .4 139 .9 148.9 

780.4 959.4 1,066.7 1,108.4 1,157.4 1,185.0 1,167.7 1,222.8 

$1. 794 ,6 $2,080.1 S2 ,294.2 $2,453.2 $2,625.6 $2,788.2 S:! ,918.4 S3, 134.9 

a/ The proportion of revenues provided by each source may deviate somewhat from the information presented in Chapter I 1, b�cause thl' mPthod of accounting for stat.:· cash transfers 
for p;;blic welfare is different than that used by the Census. In this table, all funds passing through the state, to localith·s for public welfare arP treated as statP cash transiers 
whether the state actually contributes to these flows or not. While apparently, in data from tht' Census, only thosc> ft>dC'r.:11 funds related to state-supportf'd programs are includrd as 
state cash transfers. The result of these two approaches is that both cxag�erate state aid for public welfare, but the Census approach provides a smaller figurP than the approach ust•.:l 
here. 

�/ Projections for 1971-72 contain a mixture of actual data and projections (see separi!tt, tablc,s in Apptmdix). 

s/ The distribution of total fiscal year property tax collections between real estate.• taxes, public service corporation lC'vic•s, tangiblf' personal property t.1xPS 1 machinery :1nd tol1l 
taxes, and merchants' capital levies is estimated on the basis of data reported by the U.S. Departmc·nt of Connerc<:!, HurC'au of thl· Cc·nsus. 

�/ I•,i:ludes any amount origir.ating with the .-f'Cf"ra1 2'0'-'4"t'nffl�l'lt hut channelPd throueh th,: statl' for distribution to local �OVl:'rnmcnts. 

2,088.7 

729. i 
37. 3 

244. 8 
2j. 5 
85. 3 

1,120.0 

158 .l 

1, � 78 . .'.+ 

$3,367.1 

Sources: U.S. Bureau of th€' Census, Governmental Finances in 19--, S1.'lPcted editions (W.1.shington: C:ovC"rnmC'nt Pl"'inting Of fie(•); Annual Rc.•r,ort of the Superintendent of Public lnstructior., 
(Richmond: State Board of Education) i Annual Report of Department of Wc·lfarc and Institutions, Sl'l�·ct .. �d C"ditions (Richmond: Vi.q�inia D(•partmt'nt of Wclfan� and lnsti.tutions); R�·port of 
the Department of Taxation, Fiscal Year Ending June 30, 19--, selected ('ditions (Richmond: Dc.·partm,·nt of Taxation) R1.•port of Comptroller, Fiscal Year Endt>d .Tunt' 30 1 19--, sC'lrctl•d 
editions (Richmond: Department of Accounts); ' 1 Statement to Show Estimated Payments to Counti .... s �ot in the Primary System and Estimatl'd City StrE'!Pt Paynwnts", lctt;,r from 1". H. Omohundro, .Tt •• 
Virginia Department of Highways, June 26, 1973; Commonw('alth of Virginia, Ol�partmt'.'nt of Taxation, "Real EstatL Assc.•sSmC'nt K,1tios nnd AvE'rngE• EffC'ctiw• Trut· Tax RatC"S in Virgi.111:i Cl1untit s 
and Cities", April 1, 1973; U.S. Bureau of the Census, State Government Finances in 19--, s�ll·Ctc.•d l•.ditions (Washington: l:ovrrnmrnt Printing Offi.cP). 

' 



TABLE 5.6--PERCENTAGE DISTRIBUTION OF PROJECTED LOCAL GOVERNMENT REVENUES IN VIRGINIA 
FISCAL YEARS 1971-72 TO 1979-80 

Percent of Total 

Revenue Source 1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 

Taxation 44.7 42.8 42.6 43. 7 44.7 46.0 
Property Taxes 31.5 30. l 29.9 :lO. 7 31.4 32.4 
Other Taxes 13 .2 12.7 12.7 13.0 13.3 13.6 

Charges & Miscellaneous Revenue 11.8 11. l 10.9 11.1 11.3 11.5 

Intergovernmental Transfers 43.5 46. l 46.5 45.2 44.0 42.5 
State Transfers 38.2 36.9 38.2 37.l 36.l 35.4 
Federal Transfers 5.3 _2.:..L � 8.1 --1.:L 7 .1 

Total Revenue 100.0 100.0 100.0 100.0 100.0 100.0 

Source: Table 5.5. 

1977-78 1978-79 

48.0 48.9 

33.9 34.6 
14 .1 14.3 

12.0 12.1 

40.0 39.0 
35.2 34 .3 
4.8 _j_J_ 

100.0 100.0 

1979-

49. 
35. 
14. 

12. 

38 ,I 
33 .: 

_L 

100.( 

I 

" 

+ 
I 
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Expenditure Projections 

The technique used to project local government expendi ture.c; generally 

follows the baseline approach developed for the state expenditure projections 

in Chapter IV. Essentially, this method predicts the change in an expenditure 

item on the basis of changes in the population-workload ratio and the price 

ratio which in turn are derived from select populations and price indexes that 

correlate closely with the item. When the technique is used, no account is 

taken of scope and quality changes, and no allowance is made for the effects 

of increased borrowing on debt service costs. An adjustment for thesa factors 

will be made separately. Where it is felt that more accurate projections can 

be obtained, deviations from the baseline approach do occur. Because of this, 

the actual method used to project any one expenditure item is set forth in a 

complete subsection dealing with that item. 

Education 

The forecast of local government expenditures for elementary and secondary 

education follows the general baseline methodology. Population-workloads are 

estimated from the changes in future school enrollment projected by the State 

Department of Education. Price ratio fa�tors are derived from the anticipated 

annual changes in the implicit price deflater for state and local government 

purchases of goods and services shown in appendix Table A, 7. Thl!se 

factors were then applied to 1973-74 budgeted local outlays as reported in a 

recent survey conducted by the Department of Education.l/ For periods earlier 

than 1973-74 (namely fiscal year 1972-73), we project local school expenditures 

by assuming that appropriated state cash transfers to local school divisions 

would constitute roughly 45.2 percent of total local outlays. This was the same 

1/ School Budget Form I, a survey by the Department of Education, June, 1973. 
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relationship which existed between state funds and local spending in 1971-72. 

For detailed projections, see appendix Table A.21. 

Highways 

The technique of projecting local government expenditures for highways 

deviates somewhat from the general baseline method. This resulted because 

the use of population and price adjustments did not produce realistic figures. 

One explanation for the above finding is that a large proportion of highway 

expenditures consist of capital outlays which are more erratic than recurring 

expenses. A more fundamental reason, however, is that highway expenditures 

may be more responsive to other variables such as the mileage of roads to be 

maintained or the density of traffic. 

The alternative method which was chosen to forecast highway expenditures 

makes note of the fact that over the last few years cash transfers to localities 

for these purposes have approximated 30 percent of the total direct highway 

expenditures during the fiscal year. Therefore, this relationship was 

assumed to hold true and future highway expenditures were based on projected 

cash transfers supplied by the Virginia Department of Highways. In making 

these calculations, we adjust future transfers to take out increased highway 

aid beginning fiscal year 1972-73�/ For detailed projections see appendix 

Table A .22. 

Public Welfare 

Public welfare is by far the most difficult category to project for local 

governments. While the population-workload and price factor technique can be 

used, no overall ratio can be applied because of the diversity of programs and 

1/ After 1971-72, state aid for urban road maintenance i14creased from 
$1,100 to $1,500 per lane mile. 
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program recipients. Thus, the projection base must be broken down to individual 

programs. These are then added to obtain total welfare cost. 

The actual method used to project local welfare programs is consistent 

with that used to project outlays for the state. Subsequently, the population 

factors and price indexes used for each program are the same as those listed 

in Table 4 .1. The only difference in the two sets of projections is the dollar 

amount of the program costs and the scope of welfare activities at thE two 

levels of government. Concerning this latter point, two programs are accounted 

for in local expenditures which are not included in state outlays. Or,e of 

these is aid to Cuban refugees financed entirely by the federal goyerr.ment. 

The other is non-matched assistance paid by the localities. 

An anlaysis of public welfare projections, shows that we account for only 

a small change in total expenditures between fiscal years 1973-74 and 1974-75. 

The slow growth of outlays during this period corresponds to the fede;:al take

over of certain welfare programs on January 1, 1974.l/ For detailed figures 

with respect to these projections, see appendix Table A.23. 

Health and Hospitals 

Projections of local government expenditures for health and hospitals 

are derived from the application of the baseline projection methodology. 

Population-workloads are obtained from estimated changes in the total population 

of the state w.hich is assumed to grow by 1. 3 percent a year through the rest 

of the 1970's. Price ratio factors are calculated from the annual projected 

changes in the medical service portion of the consumer price index. These 

are shown in appendix Table A.7. The combination of these two factors are 

l./ On January 1, 1974, the Social Security Administration will essume the 
program costs of aid to the blind, aid to permanently and totally disabled, and 
old age assistance. 
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then applied to base year expenditures in 1970-71. For detailed health and 

hospital expenditure projections, see appendix Table A.24. 

Sewerage and Sanitation 

Projections of local government expenditures for sewerage and sanitation 

follow the baseline methodology, however, we do treat capital outlay different 

from operational expenditures. For operational spending we calculate price 

factors from the projected percentage change in the implicit price deflator 

for state and local government purchases. This is then multiplied by the 

population caseload for sewerage and sanitation which is based on the 

anticipated change in total population of the state through 1980. For the 

capital outlay portion of this function, however, we use the same population 

workloads but base our price adjustments on the projected change in the 

implicit price deflator for all government purchases of buildings. The reason 

for this is that we feel the latter index correlates more closely wit�1 the capital 

outlay associated with sewer construction. For detailed projections of this 

technique, see appendix Table A.26. 

Interest on General Debt 

As mentioned earlier, the baseline projection approach for expenditures 

does not account for future increases in debt. One reason for this is that a 

change in the amount of outstanding debt partially reflects a need for funds 

which in turn is influenced by the size of a deficit or surplus. Thl'S, if 

one were to make an assumption about the future course of borrowings, he 

would also indirectly indicate a future trend in revenues and expenditures 

gaps. Consequently, to avoid the implication of such an assumption, no change 

in debt is projected. Rather, interest costs on general debt are carried at 

their current rate on existing debt stocks. In future periods, this amount 

is adjusted to include the effects of redemption payments. 
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All Other General Expenditures 

The projections of local government direct expenditures for polic..; and 

fire protection, for local parks and recreation, for financial administration 

and general control; and for all other functions are derived by applying 

population workloads (based on the estimated change in total population through

out state) plus price factors (calculated from the projected change in the 

implicit price deflator for state and local purchases of goods and services) 

to 1970-71 base year expenditures. The detailed projections for each of these 

categories is shown in appendix Tables A.27 to A.29. 

Redemption of Long-Term General Debt 

For lack of other information, the redemption period for long-term general 

debt is assumed to be 20 years. This means that approximately 5 percent of 

1970-71 long-term general debt outstanding will be redeemed annually ever 

the projection period. An equivalent rate of debt redemption existed for 

counties and cities in Virginia during 1969-70 as shown below. 

Cities 

Counties 

Total 

TABLE 5.7.--RESERVATION FOR REDEMPI'ION OF DEBT 
BY CITIES AND COUNTIES IN VIRGINIA, FISCAL YEAR 1969-70 

(Thousands of Dollars) 

Gross Debt 
Outstanding at 

End of Fiscal Year 

$ 771,424 

672,926 

$1,444,350 

Reservation for 
Redemption of Debt 

$40,149 

33,902 

$74,0C:l_ 

'Z. of Gross Debt 
Outstanding 

5.2 

5.0 

5.1 

Source: Report of Auditor of Public Accounts on Comparative Cost of City 
Government, Year Ended June 30

1 
1970 (Richmond: Auditor of PubUc Accounts, 1972), 

pp. 23-24, Report of the Auditor of Public Accounts on Comparative Co�t of County 
Government, Year Ended June 30, 1970,(Richmond: Auditor of Public Accounts, 1971), 
pp. 5-10. 
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Summary of Expenditure Projections 

For fiscal years 1971-72 through 1979-80, total local government outlays 

(before borrowing) are projected to grow by an average annual rate of 5.1 

percent. During this time, education, public welfare, police and fire 

protection, and sewerage and sanitation are expected to remain the major 

expenditure items. In fiscal year 1979-80, these four functions are projected 

to account for approximately 74 percent of total local budgets (see Table 5.9). 

This outcome, however, is predicated on the assumption that there .will be no 

new borrowing. As a result, the actual share of these items will probably 

be somewhat less than 74 percent once new debt is floated. 

Summary of Baseline Projections 

Table 5.lU presents the net result of baseline revenue and expenditure 

projections through fiscal year 1979-80. Although the projections show increasing 

surpluses over the rest of the decade, the overall outlook for local govern-

ments might not be rearly so optimistic once allowance for other adjustments 

is made, In analyzing the financial pattern, therefore, three factors are 

seen as major contributors to future surpluses. While two of these are 

calculations inherent in the baseline projection technique, the last is a 

methodological consideration taken up in the next section. 

Factors contributing to the trend in baseline projections are: 

1. The decline in the rate of growth of expenditure items
caused in part by the projected slowdown in inflation
and population change. This allows for a slower
adjusting revenue base to catch up with outlays in
future years.

2. The substantial increase in intergovernmental transfers
resulting from the state's funding of the standards of
quality for public education and the higher amount of
federal aid transferred to localities under the new
general revenue sharing act.



Function£:/ 

Education 
Highways 
Public welfare 
Health & hospitals 
Police & fire protection 
Sewerage & sanitation 
Local parks & recreation 
Financial administration & 

general control 
Interest on general debt 
All other general expenditures 

Total direct expenditures 
Redemps}on of long term general 

debt-
Total local outlays 

TABLE 5.8.--BASELINE PROJECTIONS OF TOTAL LOCAL GOVERNMENT DIRECT EXPENDITURE (INCLUDING CAPITAL OUTLAY) IN VIiGINIA 
ACTUAL, FISCAL YEARS 1965-66 TO 1970-71; ESTIMATED, 1971-72; AND PROJECTED, FISCAL YEARS 1972-73 TO 1979-8o!J 

Millions of Dollars 

Actual Estimated!!/ Projections 
1965-66 1966-67 1967-68 1968-69 1969-70 1970-71 1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 

$518 .6 $575.2 $635.6 $681.3 $777 1 $873 .4 $985 .o $1,105.9 $1,195.5 $1,248.3 $1,298.6 $1,354.2 
41. 7 59.6 48.5 54.4 57.8 63 .0 67 .o 72 .3 74.3 75.7 77.3 79.3 
53.8 58.6 68.3 82. 7 101.6 140.3 177.2 184.2 209.3 214.9 227.3 234.6 
13.6 16.2 24.5 26.7 23.4 29.7 31.8 33.8 36.2 38.6 41.1 43.7 
57.0 58.9 68.9 76.9 89.l 96.5 102.9 109.8 117 .6 125.6 133.6 142.1 
48.3 55.5 60.0 70.3 61.4 69.9 75.0 79.9 85.5 91.2 96.9 102.9 
14.8 16.0 20.0 26.4 46.7 37.8 40. 7 43.4 46.5 49.6 52 .8 56.2 

31.4 32.0 38.7 42.7 47.9 56.9 61.2 65.3 69.9 74.6 79.4 84.5 
41.9 44.3 55.0 52.5 60.5 68.6 65.3 61.9 58.8 55.8 52.9 50.2 
73 .1 75.l 118.5 129.4 152. 7 195.9 210.8 224.9 240.8 257.l 273.5 220.9 

894.2 991.4 1,138.1 1,243.3 1,418.2 1,632 .o 1,816.9 1,981.4 2,134.4 2,231.4 2,333.4 2,438.6 

75.5 64.0 70.9 71.4 86.5 100.1 94.8 90,0 85.4 81,0 76,9 73.0 
$969. 7 $1,055.4 $1,209.0 $1,314.7 $1,504.7 $1,732.1 $1,911.7 $2,071.4 $2,219.8 $2,312.4 $2,410.J $2,511.6 

1977-78 1978-79 1979-80 

$1,409.0 $1,468.6 $1/>31.9 
81.3 83.3 85.3 

245.3 259.7 271.4 
46.5 49.5 52. 7 

151.2 160.8 171.0 
109,4 116.2 123 .4 

59.8 63.6 67.7 

89.9 95.6 101. 7 
47.7 45.2 42 .9 

302.4 329. l 350.l 
2,549.5 2,671.6 2,798.1 

69.3 65,7 62.4 
$2,618.8 $2,737.3 $2,860.5 

�/ The proportion of total expenditure made up by any one category may differ from information presented in Chapter II because this table includes an allowance for redemption 
of long-term general debt while census data does not. 

!?_/ Projections for 1969-70 contain a mixture of actual data and projections. Figures for education and public welfare represent actual expenditures as reported by the appropriate 
source. Figures for all other functions are derived by using the projection techniques. 

s/ The sources for historical expenditures are listed in the separate tables covering each individual function. 

d/ Historical figures represent "long-term debt retired" as reported by the U.S. Department of Co11111erce, Bureau of the Census, in Governmental Finances in 19--, (selected 
editi;;-ns). 

Sources: U.S. Bureau of the Census, Governmental Finances in 19--, selected editions (Washington: Government Printing Office); Annual Report of the Superintendent of 
Public Instruction, selected editions (Richmond: State Board of Education); Annual Report of Department of Welfare and Inatitutions, selected editions (Richmond: Virginia 
Department of Welfare and Institutions). 



TABLE 5.9.--PERCENTAGE 

Function 1971-72 

Education 51.5 
Highways 3.5 
Public welfare 9.3 
Health & hospitals 1. 7
Police & fire protection 5.4
Sewerage & sanitation 3.9
Local parks & recreation 2.1
Financial administration & general control 3.2
Interest on general debt 3.4
All other general expenditures 11.0 
Redemption of long-term general debt 5.0 

Total outlays 100.0 

Source: Table 5.8. 

DISTRIBUTION OF PROJECTED LOCAL GOVERNMENT EXPENDITURES IN VIRGINIA ,
FISCAL YEARS 1971-72 TQ 1979-80 

Percent of Total 

1972-73 1973-74 1.9-7.4-75 1975-76 1976-77 1977-78 

53.4 53.9 54.0 53.9 53.9 53 .8 
3.5 3.3 3.3 3.2 3.2 3.1 
8.9 9.4 9.3 9.3 9.3 9.4 
1.6 1.6 1. 7 1. 7 1. 7 1.8 
5.3 5.3 5.4 5.6 5.7 5.8 
3.9 3.9 3.9 4.0 4.1 4.2 
2.1 2.1 ::. .2 2.2 2.2 2.3 
3.1 3.2 3.2 3.3 3.4 3.4 
3.0 2.7 2.4 2.2 2.0 1.8 

10.9 10.8 11.1 11.4 11.6 11.8 
4.3 -1.J! --1.:2. 3.2 __L.2. 2.6 

100.0 100.0 100.0 ioo.o 100.0 100.0 

1978-79 

53.7 
3.0 
9.5 
1.8 
5.9 
4.2 
2.3 
3.5 
1. 7

12 .o
2.4 

IociJj 

1979-80 

53.5 
3.0 
9.5 
1.8 
6.0 
4.3 
2.4 
3.6 
1.5 

12 .2 
2.2 

ioo.o 

I 

N 

Ol 

N 

I 



levenue 

Tax revenue 

Charges and miscellaneous revenue 
Intergovernmental transfers 

Total revenue 

�xpenditures 

Total direct expenditures 
Redemption of long-term general debt 

Total outlays 

:urplus or deficit before borrowing 

TABLE 5.10.--BASELINE PROJECTIONS OF LOCAL GOVERNMENT FINANCES IN VIRGINIA, 
ACTUAL, FISCAL YEARS 1965-66 TO 1970-71; ESTIMATED 1971-72; AND PROJECTED, FISCAL YEARS 1972-73 TO 1979-8o!-/ 

(Millions of Dollars) 

Actual Estimated Projections 
1965-66 .!2M..:&l. � � lli2.:1.Q ill.Q.:1l 1971-72 1972-73 .!211.:l!!. 1974-75 � 1976-77 

423.l 449.5 504.8 540.5 625.9 714.5 801. 7 889.9 976.9 1,072.6 1,172.6 1,282.2 
124 .6 126.1 143.1 148.6 174.6 195.7 212 .5 230.8 250.6 272 .2 295.6 321.0 
290.6 384.5 449.6 525.4 587.8 674.5 780.4 959.4 1,066.7 1,108.4 1,157.4 1,185,0 

838.3 96o.l 1,097.5 1,214.5 1,388.3 1,584.7 1,794.6 z;oso-:1 2,294.2 2,453.2 2,625.6 2,788.2 

894.2 991.4 1,138.1 1,243.3 1,418.2 1,632.0 1,816.9 1,981.4 2,134.4 2,231.4 2,333.4 2,438.6 
75.5 64.0 70.9 71.4 86.5 100.1 94.8 90.0 85.4 81.0 76.9 73.0 

969.7 1,055.4 1,209.0 1,314.7 1,504.7 1,732.1 1,911.7 2,071.4 2,219.8 2,312.4 2,410.3 2,511.6 

$-131.4 $ -95.3 $ -111.5 $ -100.2 $ -116 .4 $ -147 .4 $ -117. l $ +8.7 $ +74.4 $ +140.8 $ +215.3 $ +276.6 

!.i These projections do not account for any increase in borrowing or its effects on debt service costs. 

Sources: Table 5.5 and Table 5.9. 

1977-78 

1,402.1 
348.6 

1,167.7 
2,918.4 

2,549.5 
69.3 

2,618.8 

$ +299.6 

1978-79 1979-80 

1,533.5 1,677.5 
378.6 411.2 

1,222.8 1,278.4 
3,134.9 3,367.1 

2,671.6 2,798.1 
65.7 62..4 

2,737.3 2,860.5 

$ +397.6 $ +506.6 

I "' "' "'
I 
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3. The absence of changes in scope .and quality within the
expenditure categories and the absence of increases in
debt which tend to understate the most probable growth for
expenditures.

Scope and Quality Considerations 

Estimat·es of Scope and Quality 

Quantitative estimates of changes in scope and quality are made for each 

category of expenditure by the same method as used in the state expenditure 

projections discussed in Chapter IV. The only alteration occurs in the case 

of highway expenditures. Since this category is projected from future state 

cash transfers, the method for establishing scope and quality factors had to 

be changed. The alternative approach achieves comparative results by compounding 

1960-61 state cash transfers for highways by 6.7 percent a year (the average 

rate of growth in projected transfers) until 1970-71. The amount accumulated 

at that time is then used to project a hypothetical total for 1968-69 highway 

expenditures based on the initial assumption that state cash transfers would 

approximate 30 percent of total outlays. The proportion of actual highway 

expenditures in 1970-71 not accounted for by this method is then assumed to 

be the amount of expenditures caused by changes in scope and quality. This is 

stated as a percent of total expenditures and adjusted to an annual rate. 

Table 5.11 shows a summary of the percentage changes in scope and quality 

for each functional category. The overall figure for total expenditures was 

obtained by adding the individual factors weighted by their percentage of the 

combined total of 1970-71 expenditures!� 

1/ The scope and quality estimates are based on an analysis of total local 
gover�ent expenditures in the past. This methodology may be correct when inter
governmental flows are known and are accounted for on both the revenue and 
expenditure side. However, in applying these estimates to future projections, 
only those expenditures which are financed by local sources may be used as a base 
for projecting scope and quality change. The reason for this is explained in 
the next section. 
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TABLE 5.11.--ESTIMATED INCREASE IN SCOPE AND QUALITY 
OF EXPENDITURE PROGRAMS FROM 1960-61 TO 1970-71 

F . a/unctLon-

Education 
Highways b/ 
Public welfare-
Health and hospitals 
Sewerage and sanitation 
All other general expenditures 

Total 

Average Annual Percentage 
Increase in Scope and Quality 

5.0 
0.7 
2.3 
4.4 
4.0 
7.4 
5.2 

a/ Debt service costs do not fit into the conceptual framework of this 
model-:-

�/ Based on projected to actual costs of Aid for Dependent Children, 
Foster Care, General Relief, Hospitalization of the Indigent, and Administration. 

Adjustments in the Projections for Scope and Quality 

The scope and quality estitlldtes just derived are assumed to be in-

dicative of future improvements in the expenditure categories. In adding these 

estimates to baseline expenditure projections, only that proportion of total 

expenditures representing outlays to be financed from local sources is adjusted 

for such improvements. This means that in calculating the expenditure base 

for scope and quality increases, intergovernmental transfers are subtracted 

from total expenditures. This adjustment is required because any allowance 

for scope and quality based on total expenditures would raise the projected 

amount spent for certain programs originally financed by intergovernmental 

transfers, while no account is made for such an increase in the revenue projections. 

Thus, the net effect would be to overstate projected expenditures. 

With the scope and quality estimates included, two things happen to local

government projections as shown in Table 5.12. First, the surplus that was

previously projected for fiscal year 1972-73 is wiped out by higher expenditures.
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Second, the surpluses that were projected for fiscal years 1973-74 to 1979-80 

become increasingly smaller as compared to their former level. Both of these 

results demonstrate the compounding effect characteristic of changes in scope 

and quality for this projection model. When a program is improved, not only 

do more people begin to receive its benefits, but also, present recipients 

receive greater benefits than they had been getting in the past. This twofold 

expansion causes expenditures to mount very rapidly given continual change in 

program content. 

TABLE 5.12.--BASELih� PROJECTIONS OF LOCAL GOVERNMENT FINANCES IN 
VIRGINIA, ADJUSTED FOR CHANGES IN SCOPE AND QUALITY, 

Fiscal Year 

Estimated 

1971-72 

Projections 

1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

FISCAL YEARS 1970-71 TO 1979-80 

Revenues 

$1,794.6 

2,080.1 
2,294.2 
2,453.2 
2,625.6 
2,788.2 
2,918.4 
3,134.9 
3,367.1 

(Millions of Dollars) 

Expenditures 
Including 
Scope and 

Quality Change 

$1,920. 7�1

2,121.3 
2,2?�.3 
2,367.9 
2,468.7 
2,574.2 
2,688.2 
2,810.3 
2,937.3 

Surplus or 
Deficit 

?-126 .1 

-41.2
+21.9
+85.3

+156.9
+214.0
+230.2
+324.6
+429.8

a/ No adjustment is made for scope and quality changes in education and 
publi� welf��e e�rennitures in fiscal year 1969-70, because they reptesent actual 
figures as reported by the appropriate agency. 
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Adjustments in the Projections for Borrowing 

So far, no mention has been made of borrowing. It should be remembered, 

however, that debt financing for capital outlays is an integral part of most 

local governments' operations and that some allowance for its effect ought to 

be made. To do this, Table 5.13 is constructed to show what would happen with 

an 8 percent annual increase in long-term general debt outstanding. This figure 

represents the average annual growth in long-term debt for Virginia local 

governments since 1960, so it should provide a reasonable growth rate for 

analysis)/ 

In the table, the increase in this debt from one fiscal year to another 

is treated as an inflow of funds from borrowing. Redemption payments are 

computed by taking 5 percent of the increase in debt beginning one yeac after 

that amount is incurred. Interest costs are calculated on the amount of net 

long-term general debt outstanding (long-term gene�al debt minus the amount 

redeemed during the year). Both elements of the additional debt service 

costs are then subtracted from the inflow of funds to derive the net inflow 

of funds which would be available to finance capital outlays.1/ Over the 

entire period, this adjustment would provide an additional $1,124.2 million 

in funds for local governments. 

1/ The methodology assumes that projected capital outlays will be large 
enough to warrant an 8 percent rate of borrowing. Certainly, this is the case 
at present. 

'l:._/ The increases in debt service costs are subtracted from borro�•ings to 
simplify the analysis and to provide the net effect on projected deficits and 
surpluses. It is realized that borrowings must be used exclusively for capital 
outlays while interest expense and redemption costs are paid from general funds. 
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TABLE 5.13.--NET INFLOW OF FUNDS AVAILABLE TO FINANCE CAPITAL OUTI.AYS WITII AN 8 PERCENT 
ANNUAL INCREASE IN DEBT, FISCAL YEARS 1971-72 TO 1979-80 

Fi.seal 
Year 

1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

Total 

Inflow 
Funds from/
B . a 

orrowing:: 

$ +148.7 
+160.6
+173.5
+187.3
+202.3
+218.5
+236.0
+254.9
+275.3

$+1,857.1 

(Millions of Dollars) 

Additfonal 
Additional Redemption Interest 

Costs Associated Costs Because 
With Borrowing of Borrowing 

$ s) $ +5.5
+7.4 +14. 7

+15.4 +24.1
+24.1 +33.9
+33.5 +44.1
+43. 6 +54.6
+54.5 +65.6
+66.3 +77 .2
+79.0 +89.4

$+323 .8 $+409. 1 

Net Inflow of 
Funds Available 

to r.·inance b/ 
Caeital Outlais-

$ +143.2 
+138.5
+134.0
+129. 3
+124. 7
+120.3
+115. 9
+111.4
+106.9

$+1 , 12l+. 2 

2,/ The inflow of funds from borrowing represents the change in long-term general 
debt outstanding when an 8 percent annual growth is applied to the 1970-71 amount 
outstanding, $1,859.0 million. 

!!/ Projected d,;ficits or surpluses would be reduced or increased by thE' amounts 
listed here. 

s) Under the assumptions, no additional redemption cost will be inc11rred
on the 1971-72 increase in debt. Redemption payments for this amount wEl begin 
in 1972-73. 

Comparison of Revenues and Expenditures 

The overall pattern for projected local government finances shows revt•nues 

exceeding expenditures throughout the rest of the decade. In analyzing this trem;, 

it appears that the favorable outlook is primarily the result of four a<ljustments: 

1) the rise in taxable property values due to inflation, 2) the enactment of general

revenue sharing, 3) the projected slowdown in the rate ,;f inflation as it affects 

public service costs, and 4) the projected decline in population growth. Whether 

these variables will actually bring about the surpluses we have projectPd, however, 

will depend to a great extent on how local governments expand the programs which 

they administer. With respect to this question, we believe,that if changes in 
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scope and quality keep pace with those of the recent past, the financial picture 

for local governments should continue to improve through 1979-80. On the other 

hand, if program improvements are accelerated in light of surpluses, some pressure 

could begin to appear on local budgets in future years. Factors that would 

contribute to the latter trend are: 

1) New measures for property tax relief that would lower the effective
tax rate and reduce the growth of tax revenues especially for central
cities and rural communities with high concentrations of low income
and old aged persons.

2) Passage of a new state formula for financing public education in
1974-75 that most likely will require a higher local effort than
certain localities are making at present.

3) Anti-pollution requirements that will increase the need for
sewerage and sanitation construction primarily in urban areas
whether this be small towns or central cities.

4) Mass transit problems which will most assuredly affect the
finances of central cities and established suburban areas.

None of the above items are directly accounted for in our projections. 

Measurements of Central City Finances 

The previous analysis applied to all local governments, and trends for the 

entire group may not be applicable to each government. To underline this fact, 

in this section we develop some data for the eight central cities (Alexandria, 

Hampton, Newport News, Norfolk, Portsmouth, Richmond, Roanoke, and Lynchburg). 

Table 5.14 shows data for fiscal year 1970-71, the latest year available. 

Central city per capita revenues from own sources were 35 percent higher than 

the state average for all local governments, and total revenues were 30 percent 

higher. Total direct expenditures per capita, on the other hand, were 44 percent 

higher in central cities than for the state as a whole. In fact, the central cities 

spent more on a per capita basis in all functional areas except education--a 

difference largely accounted for by lower educational capital outlays in the 

slow-growing central cities. 
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Table 5.15 provides some data for analysis of revenue and expenditure 

trends. From fiscal years 1960-61 to 1970-71, central city per capita revenues 

from own sources rose 136 percent, approximately the same as the statewide 

average for all local government. Overall, including intergovernmental revenue, 

central city per capita revenues increased by 170 percent versus 167 percent for 

the comparable s�atewide measure. Analysis of the data shows that central cities 

did not share propo�Lionate gains in aid from the federal government while their 

per capita revenue from the state government increased at a faster pace than it 

did for all local governments. 

With respect to per capita general direct expenditures, total outlays 

increased �y 179 percent in the central cities compared to 132 percent for all 

local governments. Of the nine expenditure items listed, public welfare. highways, 

and health and hospitals grew faster in the central cities. 

As already noted, per capita revenues from own sources grew about as fast in 

central cities as they did for all local governments. A related question, however, 

is what happened to local tax bases during the 1960's. To answer this, we analyzed 

two major components of local tax bases--taxable retail sales and the true value of 

taxable real estate. From 1967 to 1972, adjusted per capita retail sales increased 

by 37 percent in the central cities compared to 39 percent for all local governments. 

And from 1962 to 1971, per capita property values rose 64 percent in central cities 

versus 93 percent statewide. 

In summary, during the previous decade, central cities fared rather poorly. 

Their per capita revenues grew about the same as for all local governments, but 

expenditures grew faster. And to compound the problem, per capita values for two 

principal elements in local tax bases--retail sales and the value of real estate-

grew slower in ceucral cities than elsewhere. 



TABLE 5 .14--COMPARISON OF FINANCES FOR ALL LOCAL GOVERNMENTS AND CENTRAL CITIES IN VIRGINIA, 
FISCAL YEAR 1970-71 

Total Amounts 
Per Caeita Amounts.!/ �Millions of Dollars) Central City Amounts as Central City Per Capita Amounts 

All Local Central a Percent of Amounts for All Local Central as a Percent of Per Capita Amounts 
Government Cities All Local Governments Governments � For All Local Governments 

General Revenue 
Taxes: 

Property $ 500.9 $146.3 29.2 $107. 76 $123. 50 114.6 
Sales and gross receipts 78.6 26,8 34.l 16.91 22 .62 133 .8 
Other 135.0 72.2 53. 5 29.04 60.95 209.9 

Charges and misce 1 laneous 
revenue 195.7 68.6 35.l 42 .10 57.91 137 .6 

Total general revenue from 
own sources 910.2 313.9 34.5 195.81 264 .98 135 .3 

Interg·overnmental revenue: 
From state and local 

585.9tJ./ governments 166.4 28.4 126.04 140 .47 111.4 
From federal government 88.6 44,4 50.l 19 .06 37.48 196.6 
Total intergovernmental 

674.5 210.8 31.3 145.10 177 .95 .22.6 revenue 

129.9 Total revenue $1,584.7 $524. 7 33.l $340.91 $442.93 

General Direct Exeenditures 
Education $ 873.4 $217.0 24.8 $187.89 $183.18 97.5 
Highways 63.0 20.9 33.2 13 .55 17. 64 130 .2 
Public welfare 140.3 77.1 55.0 30.18 65.08 215. 6
Health & hospitals 29.7 14.l 47.5 6.39 11.90 186.2
Police & fire protection 96.5 46,0 47.7 20. 76 38. 83 187.0
Sewerage & sanitation 69.9 26. 7 38.2 15.04 22.54 149.9
Local parks & recreation 37.8 22.3 59.0 8.13 18.82 231.5
Financial administration 

& general control 56.9 18.5 32.5 12.24 15.62 127. 6
Interest on general debt 68.6 26.9 39.2 14.76 22. 71 153.9
All other general 

expenditures 195.9 127 .o 64.8 42.14 107, 21 254 .4 
Total direct 

expenditure $1,632.0 $596.5 36.6 $351.08 $ 503. 53 143 .4 

Exhibit: 1970 population 
All local governments 4,648,494 
Central cities l, 184,627 

Note: Details may not add to totals due to rounding. 
a/ Based on 1970 population counts as reported by the Bureau of the Census. 
b/ Intergovernmental revenues from local governments are netted out. 
Sources: Tables 5.5 and 5.8; U.S. Bureau of the Census, City Government Finances in 1970-71, HF71, No. 4, (Washington: Government Printing 

Off ice, 1972), pp. 56-57; U, S. Bureau of the Census, Number of Inhabitants - 1970 Census of Poeulation, PC( l) -A48 Virginia, (Washington: Government 
Printing Office, 1971) pp. 15-17. 
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TABLE 5.15--TRENDS lN FINANCES OF ALL LOCAL GOVERNMENTS AND CENTRAL CITIES IN VIRGINIA, FISCAL YEARS 1960-61 TO 1970-71 

Total Amounts 
(Millions of Dollars) 

All Local Governments CE!ntral Cities 
� 1970-71 1960-61 1970-71 

Genera 1 Revenue 

TaKeS: 

Property 
Sales and gross receipts 
Other 

$192. 9 

51.1 
Charges and miscellaneous revenue 

Total general revenue from 
85 .1 

own sources 329 .l 
Intergovetnmental revenue: 

From state and local govern .. 
ments 157 .8 

20.J 
revenue 178. l 

$507.2 

From federa 1 government 
Total intergovernmental 

Total revenue 

General Direct Ex�enditures 
Education 
Highways 
Public welfare 
Health Ii hospitals 
Police & fire protection 
Sewerage & sanitation 
Local park & recreation 
Financial administration 

$293. 5 

88.6 
41.1 
11.4 
35 .4 
26.7 

7. 6 
& 

general control 20.3 
Interest on general de:bt 19. 7 
All other general expenditures----12_:! 

Total direct expenditures $601. l 

Exhibit: 
1960 population 

All local governments 
Central cities 

1970 population 
All local govern�hts 
Central cities 

3,966,949 
1,085,443 

4,648,494 
l, 184,627 

$ 500.9 
78. 6 

135.0 
195.7 

910.2 

585.9 
88.6 

674.5 
$1,584. 7 

87) .4 
63.0 

140.3 
29.7 
96.5 
69.9 
37 .8 

56.9 
68.6 

195. 9 
$1,632.0 

$ 65.0 $146.3 
26.8 

30. 7 72 .2 
26. 3 68.6 

122 .0 319.9 

41.0b/ 166.4 
14.8- 44.4 

� ---1lQ..J!. 
$177 .8 $524. 7 

78. 7 
12 .4 
18.1 
3.9 

20. 0 
11.4 

5.1 

7 .2 
8. 3 

---1Q..,_§. 
� 195. 9 

$217 .0 
20.9 
77.1 
14. 1 
46.0 
26.7 
22.3 

18. 5 
26.9 

12 7 .o 

Note: D,•tails may not add to totals due to rounding. 

Percentage 
Change 1960-61 

to 1970-71 
A 11 Local Ge.1.tral 

Govt"'rnments � 

+159. 7 +125. l 

+164.2 +135.2 
+130.0 +160.8 

+176. 6 +162. 2 

+2 71. 3 +305. 9 
+336. 5 +200.0 
+278. 7 +277 .8 

� -:.ws:T 

+197 .6 +175. 7 
-28. 9 +68.5 

+241 .4 +32b.O 
+160.5 +26 l. 3 
+172 .6 +!JO .0 
+161. 8 +134 2 
+397 .4 +337.3 

+180. 3 +156.9 
+248,2 +224. l 
+244. 9 +312. 3 

+204.5

!.I Ba.!24:"rt on 1Q60 and 1970 population counts as n•purtcd by the: l�ur...:·au o( the.� CC'nsus . 

Per Caeita Amounts!/ 
All Local Governments Central 
lli.Q.:ll � � 

$ 48.63 $107. 76 59.88 
16 .91 

12 .88 29.04 28.28 
21.45 42 .10 24. 2 3 

82 .96 195.81 112. 40 

39. 78 126.04 37. 77 
5.12 19.06 13.63 

44.90 145.10 51.41 
"""ffiT86 $340. 91 $163.80 

$ 73 .99 $187 .89 72 .50 
22. 33 13 .55 11.42 
10.36 30.18 16.68 

2.87 6.39 3. 59 
8.92 20. 7b 18 .�) 
6. 73 15 .04 10.50 
1.92 8 .13 4. 70 

5 .12 12 .24 6. 63 
4 .97 14. 76 7. 65 

14.32 42 .14 28.38 
sisT.53 $351.08 $180.48 

.!?./ Bre:akdown of transfers from federal governm�nt and from \)thl'r localities w.ia not a�·�'lilablt· fc.1r fiscal �·t•ar l9b0-t,l. 

Cities 
� 

$123.50 
22 .62 
60.95 
57. 91 

264. 98 

140.47 
37 .48 

177 .95 
$442 .93 

$183.18 
17. 64 
65.08 
11.90 
38.83 
22. 54 
18.82 

15 .62 
22. 71 

107.21 
$503.53 

Percentage 
Change 1960-61 

to 1970-71 
All Local Central 

Governments � 

+l2 J.6 +106.2 

+125. 5 +115.5 
+96.3 +139 .o 

+136.0 +135. 7 

+216.8 +271.9 
+272. 3 +175.0 
+223. l +246.1 

� � 

H53.9 +152. 7 
-39.3 +54.5 

+19!.3 +290.1 
+122. 6 +231. 5 

+132. 7 +110. 7 
+123. 5 +114. 7 
+323 .4 +100.4 

+139. l +135 .r::1 
+197 .o +196. � 
+194 .3 +22 7. '5 

+1n.7 +17?.6 

Sources: U.S a Bureau of the Census, Go·.iernmental t:'inances in 19--, selP.ctt:icl c•ditions (l.:ashington: Covc·rnmPnt l'rintin).!. Offh::l·); l1.S. 1:ur,:au of tlw C...:·nsus, l�it,· l;ov, r:11Jk·1lt I inanc.:.·s l,; 1 
selected editic,ns (\,;ashingtor., Government r)rinting Officci.).;. U.S. Hurcau oi th't' Ct•nsus, Number of Jnhabitants - 1970 Cc.•nsus of Population. l'C(l)-A.48 Virginia (W:tshinAtc.1ri: t,ov,-rnnwnt f·rintinu. 
Office, 1971) pp. 15-17. 
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(State) 
Total 

Central Cities 
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Total 
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TABLE 5.16.--COMPARISON OF SELECTED REVENUE BASES 
FOR CENTRAL CITIES AND ALL LOCAL GOVERNMENTS 

Taxable Retail Sales 

Total 
Percent 

1967 1972 Change 1967 

$1,942,231,531 $2,912,245,351 49.9 $1,789 

$5,410,625,893 
b/ $ 8, 802 , 683 , 12 CF- 62. 7 $1,387 

True Properti Tax Base 

Total 

1962£1 1971£1 
Percent 
Change 1962 

4,632,273,700 $ 8,284,613,000 78.8 $4,268 

$ 18, 117,483 , 000 $40,871,508,000 125.6 $4,567 

P 
. a/ 

er Capita-
Percent 

1972 Change 

$2,458 37 .4 

$1,921 38.5 

p C . 
a/er ap1.ta-

Percent 
1971 Change 

$6,993 63.8 

$8,792 92.5 

�/ Per capita figures are based on 1960 and 1970 population counts. 

�/ Total retail sales for the state in 1972 do not include figures for Cumberland 
and Pittsylvania counties since these localities did not have a local option sales 
tax in 1967, 

,£.I True property values for the state in 1962 were supplied by the Department 
of Taxation. For central cities, full values were calculated by dividin� 1962 assessed 
values by the true assessment ratio. 

�/ True property values for 1971 were supplied by the Department of Taxation. 

Sources: Taxable Sales in Virginia Counties and Cities, selected editions 
(Richmond: Department of Taxation); U.S. Bureau of the Census, Number of Inhabitants -
1970 Census of Population, PC(l)-A48 Virginia (Washington: Government Printing Office, 
1971) pp. 15-17; "1962 and 1971 Estimated True (Full) Value of Locally Taxed Property 
in Virginia Counties, Cities, and Towns Constituting Special School Districts," 
special tabulations by the Department of Taxation. 
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Local Revenue. Issues 

This part of the chapter provides a concise analysis of local revenue 

issues with primary emphasis on the real property tax, the single most important 

source of local revenue for Virginia's counties and cities. Statewide, it 

accounts for about 45 percent of locally raised revenues, and in some counties, 

it provides 70 to 80 percent of the total.l/ Following the discussion of the 

real property tax, there are brief sections on some other local revenue issues. 

The Real Property Tax 

Terminology 

To assist in a study of the property tax, it may be helpful to review 

terminology. Property is first appraised to determine its true market value. 

Then, it is the custom in Virgiqia and elsewhere to assess the appraised value 

at some percentage less than 100 percent. The locai property tax is then levied 

on the assessed value. For example, assume a house has a market value of $20,000. 

A local assessor might appraise it at this valuel./ and then assess the 

property at 50 percent of appraised value. If the local tax rate were $2.50 

per $100 of assessed value, the tax rate per $100 of true value would be $1.25. 

The only meaningful way to compare tax rates is to compare them based on 

true values of property. The Department of Taxation conducts biennial surveys 

which provide this information. For 1971, the survey indicated that true tax 

1/ The statewide figure was derived from Table 5.5. 
came from the Report of the Department of Taxation, Fiscal 
and from Comparative Cost of County Government, Year Ended 

Information on counties 
Year Ending June 30 1 1970 
June 30 1 1970. 

l:_/ The appraisal is not always 100 percent of market value. Some allowance 
may be made for costs involved in selling property. 
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rates varied from $0.24 per $100 of true value in Surry County to $1.76 in 

Richmond City. The weighted average rate of $1.06 was strongly affected by 

the heavily populated urban areas of the state. As shown in Chart 5.1, the 

majority of the localities had rates lower than the weighted average. Reflect

ing this, the median rate was $0.67. By national standards, this was a low 

rate. According to the 1967 Census of Governments, the median tax rate for 

1/ 122 large cities was $1.85 per $100 of true value.- Furthermore, a U. S. 

Department of Agriculture study of farm real estate taxation showed that in 

1969, Virginia's average tax per $100 of full value was $0.68 compared with a 

weighted national average of $1.12.1/ 

A comparison of 1962 and 1971 survey data shows what happened during the 

last decade (see appendix Table A30). The state weighted average rose $0.14 

from $0.92 to $1.06. 

For the 128 localities for which comparative data exist, 66 increased 

their true tax rate (49 of them by $0.10 or more), 61 lowered it (17 by $0.10 

or more), and 1 left it unchanged. 

Assessment Procedures 

Although the property tax is the workhorse of local government, in many 

localities it is not being used to its full potential. Only 19 cities and 6 

counties employ full-time assessors.l/ Many localities assess only as required 

by law--every four years for cities and every six years for counties. Often, 

this is too infrequent for an age marked by population change, new land use 

patterns, and inflation. 

1/ U.S. Bureau of the Census, 1967 Cer.sus of Governments: Taxable Property 
Values, Vol. 2 (Washington: Government Printing Office, 1968), p. 15. 

11 U.S. Department of Agriculture, Economic Research Service, "Farm Real 
Estate Taxes" RET-10 (February, 1971), pp. 16-17. 

11 The cities are Alexandria, Charlottesville, Chesapeake, Covington, Danville, 
Fairfax, Hampton, Lynchburg, Newport News, Norfolk, Petersburg, Portsmouth, Richmond, 
Roanoke, Salem, Staunton, Virginia Beach, Waynesboro and Williamsburg. The counties 

are Albemarle, Arlington, Chesterfield, Fairfax, Henrico, and Prince George. 
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CHART .S.l 

FREQUENCY DISTRIBUTION OF COUNTY AND CITY 

REAL PROPERTY TAX RATES PER $100 OF TRUE VALUE 

TAX YEAR 1971 

NUMBER OF LOCALITIES 

5 10 15 20 

Source: Appendix, Table A30 

25 
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Assessment ratios vary from 6 percent of market value to 88 percent. The 

statewide weighted average is 33 percent. The practice of not assessing at 

full fair market value is nearly universal in the United States, and in recent 

1/ years Virginia's assessment ratio has been close to the national.- N�vertheless, 

there are strong arguments against such a procedure--it reduces taxpayer under

standing of the property tax and makes appeal difficult. 

Another problem with underassessment is that it may artifically restrict 

borrowing when borrowing is limited to a certain percentage of assessed property 

values in the area. In Virginia, with a few exceptions, no city or town may 

issue general obligation bonds to an amount which exceeds 18 percent of the 

assessed valuation of the real estate subject to taxation. 

A characteristic of property assessment in Virginia (and in other states 

as well) is that assessment ratios within a community may vary widely. There 

are usually two reasons for this--first, different classes of property such 

as nonfarm residential property and agricultural land are intentionally assessed 

at different ratios, and second, property within the same class is assessed at 

"different ratios either intentionally on a value basis or unintentionally as a 

result of poor assessment practices. Whatever the reason for differing assess

ment ratios, the end result is a windfall for the property owner benefiting 

from an assessment ratio below the average for his area and an extra burden on 

the property owner who receives an above average assessment. 

This year the Department of Taxation has widened the scope of their assess

ment-sales ratio study to provide a breakdown of the ratios for residential, 

agricultural, and commercial classes of real estate as well as the aggregate 

1/ In 1966, the national weighted average assessment ratio was .12.8 percent 
compared to 29.9 percent (as measured by the census) for Virginia. 

Source: U.S. Bureau of the Census, "Trends in Assessed Valuations and Sales 
Ratios, 1956-1966", State and Local Special Studies, No. 54 (March, 1970), p. 20. 
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(see Table A.JI). Several problems were encountered in preparing these measures. 

For example, since many localities do not classify property for their land books, 

the ratios for the classes cannot be combined to arrive at a weighted aggregate 

for the locality. Therefore, the aggregate figure sometimes reflects the 

number of sales used for each type of prpperty rather than the total amount of 

property of each class in a locality. Another problem is the scarcity of sales 

of various kinds of property. This can severely limit the size of the sample 

and make some of the resulting ratios of questionable quality. 

In spite of these obstacles, the figures do demonstrate the wide variation 

of assessment levels by class of property both among different local::.ties and 

within localities. Table 5.17 shows the range of assessment ratios in the counties 

and the cities. Not only is there a wide range among localities for any class 

of property, but also there is a disparity among the ratios for the different 

classes of property. This is more clearly·· seen in reviewing the data for the 

localities in Table A31 . In one county, the assessment ratio for commercial 

property is 25 percentage points higher than that for agricultural property. 

In another area, residential property is assessed at a ratio about 10 percentage 

points higher than that for agricultural property and 5 percentage points higher 

than commercial property. 

These assessment ratios are derived by comparing sales prices with assess

ments for a sample of sales for each class of property in each locality. The 

figure presented is the median value of all the ratios in the sample. Ideally, 

all the ratios in the sample should cluster closely around the medi3n. However, 

often the values are widely dispersed, showing a lack of uniformity in assess

ments. The Department of Taxation has computed a measure of assessment variation 

by class of property for all counties and cities (see Table A,31 ). A reasonable 

standard of assessment quality would be a coefficient of dispersion of less 
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TABLE 5.1 7.--RANGE AND MEDIAN ASSESSMENT-SALES 
RATIOS FOR VIRGINIA COUNTIES AND CITIES, TAX YEAR 1971 

Assessment - Sales Ratios

Class of ProEertI Counties Cities 

Residential 
Range 7.1% - 34.8% 14 • 2% - 8 7 • 5% 

Median 16.37. 40.0% 

Agricultural a/ 
Range 4.2% - 31.1% .

• "°"i.l
Median 11.3% . . .  

Co111111ercial 
Range 7. 9i. - 41. 2% 16 .57. - 90.6'7. 

Median 18.8% 41.5% 

!_/ Only two cities, Chesapeake and Virginia Beach, had sufficient sales 
of agricultural land to prepare an assessment-sales ratio measure. 

Source: Table A.31. 
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than 10 percent. However, the frequency distribution in Table 5.18, shows that 

only 15 localities met this criterion for residential property, none n£t it for 

agricultural property, and only 4 met it for commercial property. Overall 13 

localities met this test for the aggregate, and they are probably the cream of 

the crop since all are metropolitan areas and only three lack full-time assessors. 

Assessment Reform 

Realizing that the lack of uniformity in assessments imposes an unfair 

burden on some taxpayers while giving others a windfall, on August 27, 1971, 

the Governor's Committee on State-Local Cooperation proposed eight measures to 

strengthen property tax administration. Subsequently, the Revenue Resources and 

Economic Study Commission recommended that the Governor and General Assembly give 

serious consideration to these measures which are listed below: 

First, the Department of Taxation should have the power to set and enforce 

adequate criteria for the efficient appraisal of property. This would include 

the setting of qualifications for and the certifying of local ass.essors and 

appraisers; the power to prescribe and require the use of all forms deemed 

necessary for effective property tax administration; the power to require all 

localities to acquire and maintain property id�ntification maps; the sponsor

ing of in-service, pre-entry, and intern training programs on the t�chnical, 

legal, and administrative aspects of the assessment process; and the inspPction 

of local procedures to ascertain that all laws are being carried out. 

Second, the Department of Taxation should prepare an annual study of assess

ment ratios and average dispersion by class of property for the counties and 

cities in the state. If the ratios are found to vary significantly from the 

sales prices or if the average dispersion is too high, the Department of Taxation 

should call for and enforce equalization of values within the locality. This 

would enable the state to measure local taxing effort and to allocate 



TABLE 5. 18--FREOUENCY DISTRIBUTION FOR 1971 COEFFICIENTS OF DISPERSION OF ASSESSMENT RATIOS BY CLASS OF PROPERTY 

Coefficient of Dispersion Residential ,yricultural Commercial A&&regate 
(Percentl Counties .£!.ti!.! � Counties £!.ti!! I2!!.l Counties £!.ti!! !2!!.!. Counties ill!!! I2!.!l 

5 to 9.9 4 11 15 1 3 4 4 9 13 
10 to 14.9 5 22 27 l 1 2 2 4 3 21 24 
15 to 19.9 12 l 13 5 5 3 6 9 7 4 11 

20 to 24.9 11 11 7 7 4 3 7 10 10 
25 to 29.9 23 3 26 15 1 16 7 3 10 16 4 20 
30 to 34.9 13 1 14 24 24 2 5 7 26 26 

3S to 39.9 7 7 19 19 6 4 10 8 8 

40 to 44.9 9 9 8 8 4 2 6 10 10 
4S to 49.9 3 3 2 2 7 7 4 4 

50 to 54.9 s 5 5 l 6 3 3 5 5 
S5 to 59.9 2 2 2 2 2 1 3 
60 to 64.9 l 1 l 1 1 2 3 2 2 

65 to 69.9 
70 to 74.9 l 1 1 
7S and over __ 1_ -·-·-·- __ 1 _ __ 2_ -·-·-·- __ 2 _ __ 1 _ --· ·-·- __7 _ --· ·-·- -·-·-·- ---

Total 96 38 134 92!.I z!.1 94!.I 4,#./ 31!.1 so!' 96 38 134 

a/ In some localities the size of the sample of sales data was too small to permit calculation of assessment ratios and coefficients of dispersions for some classes of property. In these cases the totals for the frequency distribution will be less than the total number of localities, 

Source: Table A,31. 

I 
"' 
0 .... 
I 
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state funds fairly when the processes require a knowledge of the value of local 

real property. 

Third, d Board of Equalization should be made mandatory for e,ery county 

and city in the state and should meet annually. 

Fourth, counties and cities should have annual, continuing reassessments 

rather than the general reassessments permitted every four or six y,iars. This 

would allow parcels in areas of rapidly changing values to be reappraised annually 

while parcels in areas of stable values are being reviewed annually and reappraised 

when necessary to keep assessments up to date. 

Fifth, counties and cities should be allowed to form multi-locality assess

ment districts to enable them to perform their assessment duties more efficiently. 

This would permit certain areas to maintain more efficient offices and to use 

more sophisticated methods such as data processing, which may not be feasible 

for a single locality. 

Sixth, the local assessing office should be made independent of the office 

of the county or city Commissioner of the Revenue, and the chief assessor should 

be appointed by the local governing body or by the chief executive officer if 

he has appointive power. 

Seventh, the Department of Taxation should be assigned the duty of equalizing, 

at 100 percent of fair market value, the official assessment ratios of all the 

counties and cities in the state by January 1, 1974. Tilis would require that all 

cities and counties meet the constitutional mandate. 

Eighth, several topics related to property taxes, such as property exempt 

from taxation and taxes on machinery and tools or personal property, should be 

studied further to bring about a more uniform system of taxation. 

Since that time, the Revenue Resources and Economic Study Commission has 

been continued and charged with further study of the property tax among other 

things; the Special Joint Committee on Public School Financing of the House of 
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Delegates and the Senate has been authorized to make a thorough study of the real 

property tax and its administration; and the Governor's Office has been budgeted 

funds to prepare an executive study of the property tax (this study has been 

placed under the direction of the Secretary of Finance). 

Because an assessment-sales ratio study can provide many insights into the 

quality of assessment administration, and because it can effect state-local financ

ing (it is used now in the basic school aid fund), it is important that the results 

of the study reflect local conditions as accurately as possible. Realizing this, 

the Secretary of Finance has contracted an independent consulting firm to evaluate 

the quality of the 1971 study and to provide reconunendations for its improvement. 

Other consultants will study questions which require technical knowledge and 

impartiality. Such issues might include 1.) estimating the cost of setting up 

qualified full-time assessors' offices throughout the state, 2.) reviewing the 

methods of assessing public service corporation real property and its allocation 

to the various localities, or 3.) estimating the value of tax-exempt real property 

in the various localities. 

One measure to aid in the improvement of assessment administration has been 

introduced as a bill in the last two sessions of the General Assembly but has met 

with little success - perhaps because of a lack of understanding of its purpose. 

This is the bill which requires a sworn statement of consideration to be filed 

with each deed transferred. At present a recordation tax is assessed for each 

transfer based on the selling price of the property. However, the persons having 

the deed recorded may understate or overstate the selling price for various reasons. 

This may cause an erroneous tax assessment of the property, since assessors often 

rely on recent sales data as an aid in their appraisals. It also can affect the 

assessment-sales ratio study, since the sales prices are derived from the amount 

of recordation tax paid. Sworn statements of consideration from both the buyer 

and the seller. may eliminate much of this misstatement, for both parties would 

have to actively falsify a public record. 
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Property Tax Relief 

There are three types of property tax relief currently available to the 

citizens of the Commonwealth: 

1.) The General Assembly may grant tax exemptions to various benevolent, 

charitable, nonprofit, or historical organizations. 

2.) Localities may grant property tax deferrals or exemptions to low income 

elderly property owners. 

3.) Localities may assess agricultural, horticultural, forest, or open space 

property on the basis of its use value rather than its market value. 

A brief discussion of each type of relief follows: 

At present, the following types of property are exempt from local property 

taxation in Virginia: state-owned property; property owned by religious organi

zations that is used exclusively for religious worship or for the residences of 

their ministers; nonprofit private and public cemeteries; the property of public 

libraries and nonprofit educational institutions; and other property designated 

by the General Assembly because it is used for religious, charitable, patriotic, 

historical, benevolent, cultural, or public park and playground functions. The 

purpose of these exemptions is to subsidize and, therefore, encourage organizations 

that benefit the public welfare. However, a locality with a heavy incidence of 

tax exempt property may face a serious revenue loss.
l/ 

In order to alleviate the 

tax burden on other property owners who must pay for the government 8ervices these 

tax exempt properties receive, the General Assembly has passed legislation which 

allows localities to impose a charge for services provided to tax exempt properties 

except that used for religious worship or for the residence of the minister of 

any church or religious body. 

l/ It is not possible to provide an estimate of the value of tax exempt pro
perty in Virginia, since many localities do not appraise property they will not 
collect taxes on. However, as an example, the City of Richmond, which has major 
state installations, large churches, and a number of historical and educational 
institutions, estimated that about 23 percent of its real property was exempt from 
taxation in 1972. 
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Since many elderly persons have fixed incomes which do not rise with the 

rapid changes in cost of living, they may find themselves unable to pay the 

taxes on their homes - especially in urbanizing areas. Beginning in tax year 

1972, a local government may grant real property tax exemptions or deferrals on 

the dwellings of low income property owners 65 and over subject to the following 

conditions: 

1. The combined income of the owners and their relatives living in the

dwelling may not exceed $7,500. The first $1,500 of income of relatives, 

other than spouse of the owner, is not included in this total. 

2. The net combined financial worth of the owner and spouse, excluding

the dwelling and one acre of land, may not exceed $20,000. 

3. The owners must follow prescribed filing requirements and lose the

exemption or deferral if their income or worth changes and exceeds the 

limits. 

The localities may set lower net worth and/or income figures. 

At present 13 cities and 5 counties have passed ordinances allowing tax 

relief for the elderly. They are Alexandria, Chesapeake, Colonial Heights, 

Falls Church, Fredericksburg, Hampton, Hopewell, Newport News, Richmond, Roanoke, 

Salem, Virginia Beach, Williamsburg, Arlington, Botetourt, Fairfax, Henrico, and 

Prince William, Their ordinances vary widely and each must be reviewed separately 

to arrive at the amount of tax relief granted in that area. 

Finally, in many urbanizing areas, land once used for farming, forestry, or 

open space is being sold for more intensive uses. Aside from the lure of high 

land prices, some feel that increasingly higher taxes take such a large bite 

out of the farmer's or forester's profit margin that he must sell his land and 

move to a less metropolitan area. In order to preserve some of these land uses 

in urban areas, the locality may assess agricultural, horticultural, forest, and/ 

or open space land at its use value rather than its market value. In this way, 
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these land owners in urban areas will receive lower assessments while their 

land continues in a permitted use. When they sell the land or change to a non

qualifying u�e, they must pay the difference between the taxes on the fair market 

value assessment and those they paid on the use value assessment for the previous 

five years plus 6 percent interest per year. To qualify for use value assessment, 

the land must meet standards set by the Commissioner of Agriculture and Commerce 

for agricultural and horticultural land, by the Director of the Department of 

Conservation and Economic Development for forest land, or the Director of the 

Commission on Outdoor Recreation for open space land. 

While the intent of the bill is to aid bona fide farmers and foresters, there 

is some concern that it will benefit real estate speculators instead. TIie pre

scribed standards mentioned above have sought to prevent this. In addition, 

members of the State Land Evaluation Advisory Committee, which publishes the 

range of use value for each locality, is observing the effects of the law to 

note any loopholes that may develop. 

Four localities - Fauquier, Loudoun, Prince William, and Virgin�a Beach 

currently have use value taxation ordinances in effect. 
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The Tangible Personal Property Tax 

In fiscal year 1969-70, local tangible personal property tax collec-

1/tions comprised about 8 percent of local general revenue from own sources.-

Types of property included under this classification are livestock, motor 

vehicles, animal drawn vehicles, bicycles, farm implements and mechanics' 

tools, felled timber and timber products, agricultural products in the 

hands of a purchaser (not a producer), household furnishings, musical and 

radio instruments and equipment, works of art, jewelry, ships and floating 

property not required to be assessed by the State Corporation Conunission, 

aircraft, ponies and riding horses owned and used for pleasure, and other 

items of a similar nature not specifically enumerated by law. However, 

localities may exempt some or all classes of household goods and personal 

effects,and, as of a 1972 survey by the Department of Taxation, only 12 

counties and 3 cities continue to tax them. 

Nominal tax rates on tangible personal property vary from $2.00 to 

$9.00 per $100 of assessed value, but since both the assessment ratios and 

the bases for assessment vary, these rates are rarely comparable. For 

instance, the 1972 edition of Tax Rates in Virginia Cities and Urban Counties 

lists 9 different bases for assessment used in the various localities 

surveyed, including original cost , blue book, red book, fair market value, 

depreciated cost, book value, etc. Apply to these bases, assessment ratios 

ranging from 8 to 100 percent, and a true hodgepodge of effective rates 

results. 

In addition to the lack of comparability among localities, evasion 

constitutes another problem with the personal property tax. Motor vehicles 

1/ Knapp, John L. Measuring Local Fiscal Capacity to Finance. Public 
Education in Virginia, (Charlottesville: Tayloe-Murphy Institute, 1973) p. 39. 
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probably account for the bulk of revenue from this source since they are 

difficult to hide and easy to assess. Audit investigation on other types 

of property is most unlikely, making the tax widely evaded. In 1971, the 

assessed value per capita of tangible personal property for all counties and 

1/ 
cities was only $412 - --an indication of widespread exclusion and evasion. 

If greater comparability is desired, several measures could be initiated 

at the state level to reach this goal including: 

a) Exempting household effects statewide

b) Making taxable only those items not easily evadable

c) Prescribing uniform assessment standards (for example, denoting
one set of values in the Blue Book as those to be useJ by all
localities for assessing automobiles).

Tax on Machinery and Tools 

The machinery and tools of manufacturing, mining, processing, 

reprocessing, radio and television broadcasting, and dairy firms constitute 

a separate classification for property taxation by localities. The tax 

rate may differ from that on tangible personal property but may not exceed 

it. In tax year 1969, local levies on machinery and tools amounted to 

$10,186,578 or 1.4 percent of fiscal year 1969-70 local revenues from own 

2/ 
sources.-

1./ Derived from Report of the Department of Taxation, Fiscal Year Ending 
June 30, 1972 (Richmond, 1972) p. 34, and the 1971 population according to 
the Bureau of Population and Economic Research of the University of Virginia. 

1:_/ Derived from the Report of the Department of Taxation for the Fiscal 
Year Ending June 30, 1970 (Richmond: 1970); and Reports of the Aud�tor of 
Public Accounts on Comparative Costs of City Government and County Government 
for the fiscal years ending June 30, 1970. 
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Again, lack of comparability is a major problem with this tax. As 

reported by the Division of Industrial Development in the 1972 edition of 

Local Taxes on Manufacturers in Virginia, there are three main types of 

values on which assessments of machinery and tools are based: original 

cost, depreciated cost (book value), and fair market values. Assessment 

ratios may be one percentage for a locality or a schedule of percentages 

based on age. In addition, the assessment methods used for valuing machinery 

and tools are often imprecise and inequitable. Local assessors may lack 

professional skills required to value industrial property and are likely 

to be overly cautious in valuing assets of large firms that are principal 

employers in the area. 

If comparability of this tax among localities is generally desired, 

it could be achieved by having the legislature require the use of one type 

of valuation and one assessment ratio, or, less rigorously, a preferred 

method could be arrived at by professional assessors of this type of property 

and used as the state model. Localities could use it or not as they chose, 

but it would provide a serviceable guide to many local assessing officers. 

The Tax on Mobile Homes 

In 1970, the Census reported that 3.1 percent (46,514 units) of the 

total year round housing units in Virginia were mobile homes. This type 

of housing has shown substantial growth since 1960 when it accounted for 

1.5 percent (17,257 units) of all the year round units. In terms of distrib

ution, 82 percent of the mobile homes in 1970 were located in the counties. 

They comprised 4.3 percent of the counties' housing supply as compared tp 

1.4 percent of the supply in the cities. 
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Due to the growth in popularity of mobile homes the methods of taxing 

this type of unit have been subject to increasing inspection and criticism. 

,Controversy exists between those who feel that mobile homeowners do not 

pay their own way and those who feel that they pay an excessive amount of 

taxes per $100 of assessed value for their homes compared to what owners 

of conventional homes pay. 

The first argument can be answered by the theory that a property tax 

is not meant to be, nor is it used elsewhere,as a service charge. It is, 

instead, a tax on accumulated wealth and bears little relation to benefits 

received. If it were decided that the mobile home is a unique form of 

housing to which the property tax cannot properly be applied, it might 

be possible with legislation, to fix a special fee instead. This might 

be what an equivalent modest, conventional home would pay or, alternatively, 

the actual value of services received by the average mobile home. Deter

mination of either figure would be an interesting problem in itself. 

As for the other side of the controversy--that mobile homeowners pay 

excessive taxes--we demonstrate below that tax rates on mobile homes may 

be substantially higher than those on regular homes in many Virginia local

ities. However, there is no requirement that the tax rates on different 

classes of property be the same. 

Complicating this argument is the fact that confusion persists about 

how to properly classify mobile homes for property taxation: as real 

estate, as personal property, or as a separate classification. For 

example, a February 1970 ruling of the Attorney General held that a mobile 

home did not lose its identity as personal property and become re&l es .. ;:::� 

when its wheels were removed and it was placed on a permanent foundation. 

Later, an August 2, 1971 opinion of the Attorney General interprets the 

state law as defining mobile homes or trailers as a separate classificaticn 
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which may be taxed at a rate different from but not higher than tht rate 

on tangible personal property. However, the 1973 return of tangible personal 

property, machinery and tools, and merchants' capital (Department of Taxation 

Form 762), which is used by many localities, continues to carry mobile homes 

or offices as tangible personal property. A 1971 survey by the Virginia Municipal 

Leaguel/ showed that several localities tax mobile homes as real estate when 

the wheels are removed and they are placed on permanent foundations. A sample 

survey conducted for this report shows that some localities continue to tax 

mobile homes on permanent foundations as real estate. Few localities tax 

mobile homes at a rate different from that on personal property. 

Local governments also may levy regulatory and revenue license fees 

on mobile home owners or park owners. The revenue license may range from 

$5 to $50 a year per trailer and varies widely from locality to locality. 

The difference in the property classification can result in a substan

tial difference in the tax bill charged to the mobile homeowner. For 

example, at the time of the Municipal League Survey, one city in Virginia 

had a real property rate of $3.20 per $100 of assessed value. The assess

ment ratio for this city was 37.1 percent. If a mobile home with a fair 

market value of $10,000 were taxed as real property it would generate 

$118.72 in taxes. However, in this city mobile homes were assessed at 

50 percent of fair market value and taxed at the personal property rate 

of $3.85 per $100 of assessed value. Therefore, the unit in our example 

would yield $192.50 in taxes--about 60 percent more than if taxed as 

real property. In addition, the city also charges the park owner a license 

fee of $40 per space occupied as of January 1 each year. Since this charge 

1/ Virginia Municipal League, Taxation, Regulation and Connection Fees 
for Mobile Homes. Report No. 519, (Richmond: Virginia Municipal League), 
June 1971. 
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is presumably passed on to the mobile homeowner, it is apparent that he 

pays almost twice as much as a real property owner with property of $10,000 

in fair market value. 

If desired, this type of differentiation in the taxation of conven

tional versus mobile homes could be removed by a locality under present 

law through adjustment of the assessment ratio and/or tax rate on mobile 

homes to bring the tax yield in line with that from a similarly priced 

conventional home. Such a practice would insure that all homeowners were 

taxed on an equal basis. 

In summary, the classification of mobile homes is confusing and is 

felt by many to be inequitable. Possible ways to clarify the situation 

include: 

lo Changing the classification of mobile homes on permanent 
foundations to real property. 

2. Levying a special charge rather than a property tax on
mobile homes. Such fees might be based on what an
equivalent modest, conventional home would pay or the
actual value of services received by the average mobile
home.



CHAPTER VI 

STATE AID TO LOCALITIES 

Introduction 

This chapter explores major ways of providing fiscal relief to 

local governments. There are two major policy approaches--either provide 

additional state aid or permit new local taxes. Both approaches draw from 

the same tax base-�the tax resources in the state. Additional state aid 

means that these resources flow through the state government. On the 

other hand, allowance of new local taxes means that the resource flow is 

at the local level of government. 

Revenue Sharing 

Individual and Fiduciaries Income Tax 

If the individual income tax rates were increased, as discussed 

in Chapter III, consideration might be given to sharing part or all 

of the additional revenue with local governments. Such a step would be 

very similar to a local income tax if the basis for distribution 

were taxpayer residence, the principal difference being that the 

tax would be universal rather than optional. If the shared revenues 

were distributed on the basis of some other factor, such as popula

tion, employment, incidence of poverty, or tax effort, there would be 

an element of geographic distribution with the extent determined by 

the allocator used. 

-313�
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In fiscal 1971-72, several states shared their income tax revenues. 

In Illinois, one-twelfth of net state individual and corporate income 

tax receipts was shared with localities on the basis of population. 

New York also had a revenue sharing plan; 18 percent of individu�l 

income tax collections were distributed to localities on the basis 

of population with double weighting for cities. In Wisconsin, approxi

mately 26 percent of individual income tax revenue and about 57 percent 

of corporate income tax revenue were shared with local governments 

on the basis of population, general property tax effort, and the value 

of public service corporation property.l/ 

The Sales and Use Tax 

Presently, all cities and counties in Virginia impose a 1 percent 

local option sales and use tax in addition to the 3 percent state levy. 

One-third of the state tax is distributed to localities on the basis of 

their proportion of the state's school-age population. The local 

option portion of the tax is collected by the state and returned to the 

locality from which it was collected. 

Prior to and after its adoption, the distribution of the state 

sales and use tax has been a regular source of debate, primarily because 

of the difficulty in reaching a consensus on what constitutes an 

1/ Advisory Commission on Intergovernmental Relations, �tate-Local 
Finances and Suggested Legislation, 1972 Edition (Washington: Government 
Printing Office, 1972), pp. 73-112. 
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"equitable" distribution. Some possible meanings of equity in regard 

to the distribution of the sales tax are: 

(1) Revenues should be distributed to the localities where the
taxpayers reside. This statement may be interpreted in two
ways. In the first case, revenue would be distributed to
each locality on an equal per capita basis. This would
imply that the public needs of a locality are strictly
determined by the number of people residing in that
locality. A second approach would distribute revenue
on the basis of the proportion of taxable sales made
to residents of each jurisdiction. This distribution
formula may be justified if the final incidence of the
tax falls upon the ultimate purchaser. The main difficulty
with this approach is measuring the taxable sales of
residents, since most residents do not restrict their
expenditures to one jurisdiction.

(2) Revenues should be distributed to the locality that is
the place of sale. This approach either assumes that
the incidence of the tax is on the retailer or that a
locality has a right to a tax collected within its
boundaries.

(3) Revenues should be distributed to the locality by some
index of a locality's tax effort. This approach would
reward localities that have a high effort while penal
izing those with a low effort. Thus, localities that
make greater use of their available resources will
receive a larger amount of state aid.

(4) Revenues should be distributed to the locality where
there is a need for funds. This approach is hampered
by the lack of a universal definition of need. Need
can be legitimately measured in a number of ways, but
the problem is that people will often measure need by
the criteria which gives them the most aid. The
problem therefore becomes one of agrer.ment.
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The above definitions of equity are irreconcilable. There is no 

universal guide to say which is correct, for all contain certain value 

judgments, and, to some extent, they represent an attempt to mear.ure the 

unmeasurable. The present system uses criterion number 2 for the local 

option and number 4 for the local share of the state tax by assuming 

that the proportion of school-age population is a reasonable indicator 

of need. 

There are a number of ways in which the sales tax could be changed. 

If the present tax base and rates were not altered, then the changes 

would involve the total proportion going to localities and/or the 

distribution among the localities. The present distribution could be 

changed to one based on place of sale or on a new index of need. 

One new proposal would combine elements of criteria 2 and 4. This 

proposal would guarantee an amount for each locality equal to 1 percent 

of its taxable sales. However, if this amount were less than the amount 

received by the locality under the existing formula (school-age popula

tion), it would continue to receive the larger amount. In this way 

the existing formula can be changed so that no locality would n,ceive 

a smaller dollar amount of revenue. It is conventional wisdom that 

a distribution plan based on the place of sale helps localities that 

have high per capita taxable sales either because of high per capita 

income, large shopping areas, or a combination of the two. Consequently, 

localities with high per capita sales do not fare as well with a 

distribution on the basis of school-age population. The reverse is 

true for localities with low per capita sales. 

The end result of this proposed distribution formula is that the 

total amount distributed to localities would be larger. In fiscal year 

1971-72, the local share of state sales tax revenues would have been 

$107 million compared with $86 million.under the existing plan. The 
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$21 million difference would have been financed from the state's 

general fund. 

If the state sales and use tax were increased from 3 to 4 

percent, the new revenues could be used for revenue sharing with the 

increase distributed on the same basis as the present local share of the 

state tax (school-age population) or on some new basis such as place of 

sale. If the revenues were distributed by taxable sales, the result 

would be basically the same as an increase in the local option rate 

from 1 to 2 percent. A possible advantage of an increase in the local 

option would be that each locality would be given the freedom to make 

its own decision. Distribution by place of sale would be very advantageous 

for most central cities. If Alexandria, Charlottesville, Hampton, 

Lynchburg, Newport News, Norfolk, Portsmouth, Richmond, Roanoke, and 

Virginia Beach had received their 1971-72 local share of the state 

tax on the basis of place of sale rather than school-age population, 

they would have received an additional $10 million. The 1 percentage 

point addition to the sales tax allocated by place of sale would have 

provided them with an extra $32 million. Most smaller cities and 

suburban counties with well developed shopping areas would also have 

gained. Offsetting these gains would have been lower amounts for the 

remaining areas. 

The preceding remarks have applied to the existing tax base for 

the sales and use tax. Expansion of the base to include selected 

services such as barber shops, car washes, dry cleaners, and repair 

shops would have increased the yield by 10 percent. Conversely, 

exemption of food products now taxed would have reduced the yield 

from the present base by 24 percent. 
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State A id for Education 

Total Spending 

Before examining state aid for public elementary and secondary 

education, it will be helpful to look at all funding for education 

in 1971-72, the latest year for which comprehensive data are available. 

Local funds provided slightly over half (51.1 percent), state funds 

represented 37.9 percent, and the remaining 11 percent were federal 

(see Table 6.1). Most of the federal funds and virtually all of 

the state funds were used for net current expenditures. In contrast, 

slightly under two-thirds of the local funds were used for net 

current expenditures with the balance devoted to capital outlay and 

debt service. 

The federal funds came in the form of numerous categorical aid 

programs,but most of the money was in compensatory aid, federal impact, 

and school lunch programs. There is now great uncertainty about the 

form and level of funding that these programs will assume in the 1974-76 

biennium. 

The remainder of this section is concerned with state funding, and 

since major changes were made for 1973-74 and are anticipated in the 

future, the focus will be on the new developments. 

Existing System of State Aid 

For 1973-74 the major types of state aid are the basic school aid 

fund, the local share of the state sales and use tax, and state paid 

fringe benefits. Together these programs account for $9 out of every 

$10 of state aid. The remainder of the aid is for transportation of 

pupils, special education, vocational education, teacher education and 

teaching scholarships, libraries, and other categorical programs 

(See Table 6.2). 



TABLE 6.1 .--SOURCES OF FUNDS FOR VIRGINIA PUBLIC SCHOOLS, 1971-72 

Total 

Amount 

Total expenditure�/ $1,111.7 

Less: capital outlay 125.6 

Current expenditure 986.1 

Less: Debt service 87. 9'

Debt retirement 56.2 

Interest 31. 7 

Net current expenditure 898.3 

Percent 
of 

Total 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100,0 

(Millions of Dollars) 

Federal 
Percent 

of 
Amount Total 

$ 122.5 11.0 

8.1 6.4 

114.3 11.6 

114.3 12.7 

Note: Detail may not add to totals due to rounding. 

�/ Excludes administrative activities of the State Department of Education. 

p_/ The $85.8 mil. state sales tax distribution was treated as state funds. 

£/ Less than 0.1 percent but greater than zero. 

Source of Funds 
StateE.7 

Percent 
of 

Amount Total 

$ 421.0 37.9 

0.3 £.I 

420.8 42.7 

420.8 46.8 

Amount 

$ 568.0 

117. 2 

450.8 

87.9 

56.2 

31. 7 

362.9 

Source: Superintendent of Public Instruction, Annual Report, 1971-72 (Richmond, 1973), pp. 190, 201, 206. 

Loca@ 
Percent 

of 
Total 

51.1 

93.3 

45.7 

100.0 

100.0 

100.0 

40.4 
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TABLE 6.2 .--STATE SCHOOL AID, 1973-74 

Basic school aid fund 

Supplement to basic 
school aid fund 

Subtotal 

State sales and use 
tax--local share 

Retirement, social 
security, and life 
insurance 

Transportation of pupils 

Special education 

Vocational education 

Other 

Total from general f�nd 

1973�74 Appropriations 
Millions of Dollars Percent of Total 

$288.1 

24.7 

312.8 

104.5 

58.2 

13.8 

12.7 

12.6 

_!b.1 

$526. 8 

54.7 

.!±..J... 

59.4 

19.8 

11.0 

2.6 

2.4 

2.4 

-1.d 

100.0 

Note: Detail may not add to total due to rounding. 
Source: Appropriations Acts approved April 16, 1972 and March 20, 1973 

Basic School Aid Fund.--The basic school aid fund, which is the largest 

single component of state aid, is distributed on the basis of average 

daily membership (ADM) and fiscal capacity as determined by the true 

value of real estate. However, the distribution formula is constrained so 
1/ 

that no locality receives less than 54 percent- of the cost of salaries 

based on the state minimum salary scale for state-aid support teaching 

positions. The end result is that roughly 70 percent of the 1973-74 

basic school fund is essentially flat grant money, and the remainder 

represents equalization funds. 

l/ The formula stipulates 60 percent but the 1973-74 estimated state 
share was reduced by 10 percent. 
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The 1973 General Assembly, armed with new federal general reveuue 

sharing funds and under the spur of state constitutional requirements 

for funding educational standards of quality,l/ appropriated $24.7 

million to supplement the basic school aid fund. The entire amount 

represented equalization aid, and of the 135 school divisions, 30 

received nothing. The supplemental appropriation represented a new 

approach to state aid. Although there are some special wrinkles in the 

formula the main elements are the establishment of $628 per student in 

ADM as the necessary amount for school divisions to spend to assure provision 

of a quality education and the provision of state aid to meet this 

standard once a required level of local effort has been met. If the 

sum of three components--!) local spending at a rate equivalent to 80¢ 

per $100 true value of real estate; 2) regular basic school aid funds; 

and 3) the local share of the state sales tax--does not equal or exceed 

$628 per pupil, then the state provides the necessary supplement. An 

important feature of the new formula is that it requires a local expendi

ture effort equivalent to 80¢ per $100 of true value. The majority of 

the county school divisions (53) and 1 city will have to increase spend-

ing from local sources in order to meet the new standard. 

Sales and Use Tax.--The local share of the state sales and use tax is 

distributed on the basis of the number of children between the ages of 

7 and 20. It is to be used " ••• for maintenance, operation, capital out

lays, debt and interest payments, or other expenses incurred in the operation 

1/ Constitution of Virginia, Article VIIl, Sectton 2. 
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of the free public schools ••• 111
1 

In this discussion, and in the state's

budget and.other financial records, the funds are treated as state aid 

to localities. However, the statute requires that for purposes of 

determining local effort the sales tax distribution" ••• shall be 

2/ 
considered as funds raised from local sources ••• "- This clause was 

inserted to help several localities comply with appropriation act language 

requiring each locality to provide from local resources not less than 

30 percent of total expenditures (excluding capital outlay and debt 

service) for school operation. 

The sales and use tax accounts for nearly one-fifth of state Qid 

in 1973-74. Distribution favors those areas with a high percentage of 

school-age population and is unrelated to direct measures of fiscal capacity, 

State Payments for Teachers' Fringe Benefits.--The state pays the employers' 

portion of retirement costs for full-time professional and clerical 

employees of local school boards. This assistance applies to all 

full-time instructional personnel and is not limited to state-aid 

teaching positions. Furthermore, the aid applies to total salaries paid 

from state and local funds and is not limited to that portion of a salary 

attributable to the state minimum salary scale. 

Although this aid represents 11 percent of the total, it is frequently 

overlooked because it never appears in local accounts. A strong case can 

be made for merging fringe benefit aid with the basic school aid formula 

in whatever form it evolves. However, due to the present 100 percent 

state funding of fringe benefits, it is unlikely that localities would 

wish to risk putting this form of aid in a general formula requiring some 

ll Code of Virginia, 58-441.48 (d). 

1,./ Ibid. 
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degree of local effort. The present method of funding fringe benefits 

favors high fiscal capacity areas. Since they tend to pay high salaries 

and have low pupil-teacher ratios, they generally receive proportionately 

more state aid in fringe benefits than lower fiscal capacity areas. 

New Developments.--The 1973 supplement to the basic school aid fund was a 

temporary measure for improving state aid to localities. For the 1974-76 

biennium it will be necessary to develop a new formula, since the 

Attorney General has ruled that use of the basic school aid formula 

does not conform to state constitutional requirements for funding the 

actual cost of quality education.!/ The most likelJ course of action 

is to design an aid program that will incorporate the basic logic of the 

1973 legislation and include other concepts reconunended in the December, 

1972 report of the Task Force on Financing the Standards of Quality. 

Major concepts likely to be incorporated in proposed funding for 

1974-76 are: 

1.) A New Measure of Local Fiscal Capacity.--Consideration is 

being given to a measure of local capacity that will include local 

personal income and taxable sales in addition tc the true value of real 

estate. This would raise the relative capacity of central cities and 

the majority of small urban areas and would lower the relative capacity 

of most rural areas and developing suburban areas. The result would be 

a stand-off for established suburban areas with a roughly 50-50 split 

between communities having more or less capacity by using the composite 

measure. The outcomes for the different types of areas reflect the 

concentration of personal income and retail sales in urban areas. 

Whatever measure of capacity is selected, a key decision will be the 

1/ Letter from Attorney General Andrew P. Miller to Delegate W. Roy 
Smith-dated February 7, 1973. 
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choice of a standardizing unit. The major alternatives are total 

population and ADM. Capacity per capita favors localities with a low 

ratio of public school children to total population--an outcome in areas 

with colleges, military installations, heavy proportions of working age 

or elderly residents, or large percentages of private school enrollment. 

Capacity per ADM represents the other side of the coin--it favors areas 

with a high ratio of public school enrollment to total population. In 

a crude way, capacity per capita allows for noneducation costs of local 

government unassociated with public school enrollment. In contrast, 

capacity per ADM emphasizes the role of education in local finance. 

Central cities, c olleges, and military areas would be the primary bene

ficiaries by using a per capita measure while established suburban areas 

would benefit most by the use of an ADM measure. 

2.) A New Formula.--The basic school aid formula is likely to be 

replaced with one that will incorporate a local fiscal capacity measure 

and a standards of quality (SOQ) cost per pupil in ADM. Such a formula 

1/ 
could take the following form:-

[ ( 
Average 

State aid = 1 - district 
share 

X 

District
)] capacity x 

index 

"Average district share" is defined as the 

SOQ Local share 
per X ADM - of state 
ADM sales tax 

share of the SOQ cost per 

pupil to be borne by a district with the same relative capacity as the 

state average. 

The mechanics of the formula can be illustrated by using some hypo

thetical numbers. Assume the SOQ is $700 per pupil in ADM, the average 

district share is .50, and that we wish to know the state aid for a 

l/ The formula would be constrained so that no area would get less 
than its local share of the state sales tax. 
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district with 10,000 ADM, a district capacity index of .80, and a 

$995,000 state sales tax transfer. 

State aid= (1 - (.50 x .80)J x $700 x 10,000 - $990,000 

State aid= $3,210,000 

State aid per pupil= $3,210,000; 10,000 ADM= $321 

Because areas with high capacity indexes might receive nothing 

under the formula except the local share of the sales tax, a guaranteed 

minimum state share might be considered. Such a step would increase 

the political acceptability of the formula and recognize that high 

capacity areas are likely to be major sources of general fund revenues. 

3.) State Aid for Compensatory Education.--Presently the federal 

government provides $36.1 million for the education of children from poverty 

backgrounds who are performing poorly in reading and other basic skills. 

Children receiving the aid are concentrated in central cities and rural 

areas. Although large amounts have been spent on compensatory education, 

measurable accomplishments appear sparse. What is probably required 

is more spending combined with 1) more careful use of the funds to direct 

them to the children who require help and 2) utilization of teaching 

methods that show measurable results. If the state plans a program, 

then in addition to the determination of the amount to be budgeted, 

decisions must also be made about where and how the funds are to be 

spent. The allocation of funds could follow the federal method which is 

to distribute them on the basis of local poverty measures. Another and 

more direct approach would be to distribute funds on the basis of test 

scores. Children scoring below prescribed levels would become the 

target population for special programs to improve their performance. 

Possible arguments against using this approach are that "it rewards 

failure" and that the test scores are unreliable. The first argument 

appears weak if the tests are.used in the early years as a diagnostic 
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device to measure the skills with which the schools have to work. The 

second argument, if correct, makes a case for improveo tests, rather than 

their abandonment. 

4.) State Aid for Capital Outlay.--Not since the 1952-54 b5.ennium has 

the state provided appropriations for capital outlay, yet in any compre

hensive view of public education, expenditures for buildings and equipment 

must be considered integral costs. In 1971-72 localities spent $125.6 mil

lion for capital outlays, a large portion of which was financed by selling 

bonds, The state does offer some assistance by making loans from the 

Literary Fund and by purchasing local school bonds through the Virginia 

Public School Authority. These measures, which reduce localities' school 

bond interest costs, are projected to cover about one-fourth of the school 

bond debt sold in 1972-73. 

Many states offer direct state aid for capital outlay. If Virginia 

undertook such aid on a significant scale, it would be very costly. 

Furthermore, there are some major problems in designing a distribution 

formula. Formulas that are related to present debt service reward areas 

that have had a preference for borrowing instead of financing capital 

outlays on a "pay-as-you-go" basis, and they also favor areas with poor 

credit ratings and high interest costs. Formulas that are based on 

current capital outlays tend to favor growth areas but a question arises 

as to the desirability of subsidizing growth. Perhaps, the best type of 

formula is one that is based on the amount of capital required per student 

over the useful life of the capital asset. Then localities would be 

provided funds on the basis of ADM and there would be no requirement that 

the capital funds would be spent in the year received. 

5,) Recognition of Differences in Local Costs.--Neither the present 

aid formulas nor those under discussion recognize differences in local 



-327-

costs. Nonetheless, the notion of a single SOQ cost applicable to the 

entire state is naive. Because of other job opportunities and the effect 

of urban living costs on labor supply, urban areas must pay higher teacher 

salaries than rural areas. Land costs and construction costs are also 

likely to be higher in urban areas.!/ For these reasons, an effort 

should be made to build crude cost index factors to apply to different 

areas within the state. 

1/ See "Equal Dollars, Unequal Help--State_s Should Make Allowances 
for School Cost Differentials," Search (The Urban Institute), Vol. 3, No. 1 
(January-February, 1973), pp. 1-4. 
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State Aid for Welfare!/ 

On January 1, 1972, the state assumed the local share of welfare assistance 

costs for old age assistance, aid to the permanently and totally disabled, aid 

to families with dependent children and aid to the blind. However, all of these 

programs with the exception of aid to families with dependent children ar� 

scheduled to be taken over completely by the federal government on January 1, 1974. 

This change will leave localities responsible for their share of administration 

costs and public assistance costs for the three state-local programs--general 

relief, foster care and hospitalization of the indigent. In addition, localities 

will continue to be responsible for part of the costs of the federally sponsored 

day care and work incentive programs. 

One alternative would be for the state to take over the local assistance 

costs for the three state-local programs. Had it done so in fiscal year 1971-

1972, the cost would have been $8.2 million with a large proportion of the 

assistance provided to central cities with high welfare loads.1/ This alterna

tive would continue to leave localities responsible for their share of all 

administration costs. In fiscal year 1971-72 their share would have been 

$4.1 million if based on the 20 percent of administrative costs that they would 

have to pay beginning in fiscal year 1973-74 (and not the 21.6 perce11t actually 

paid.) Take-over of the local share of day care services and work incentive 

programs would have cost an additional $421,000 in fiscal year 1971-n. 

A more far-reaching proposal would be a complete state take-over. of local 

welfare costs. This could be accomplished with a continuation of the existing 

local administrative structure, a move toward regionalization, or full absorption 

lf For more information on this subject see Chapter IV, pp. 223-225. 

11 Recent changes in the Social Secu�ity Act, Titles 1, 4A, 4B, 10, 14 and 
16 restricting federal reimbursing claims will become effective July 1, 1973. 
No impact analysis is yet ·available. 
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of administration by the state government. Such an approach would have cost 

,he state about $12.7 million in fiscal year 1971-72. This estimate assumes the 

circumstances which will prevail a.s of January 1, 1974,when the federal government 

becomes responsible for all administrative and program costs for old age assistance, 

aid to the permanently and totally disabled, and aid to the blind, and also 

assumes the present status in which there is no local share in aid to families 

with dependent children. The $12.7 million figure is probably a low estimate 

since if the state were to take over full costs there would be a ribe in benefit 

levels as all conununities were brought up to state standards. 

Uncertainty about the future role of the federal government is a factor 

that cannot be ignored. A fundamental change in the welfare system could 

eliminate local, and possibly state, burdens for this large and fast growing 

sector. 
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State Aid for Health 

The State Department of Health now operates all local health deJ,artments 

with the state bearing the major share of their costs (the state share varies 

from 55 percent to 82 percent of the costs depending upon local ability to pay 

as measured by the true value of real property). Generally, the central cities 

pay larger percentages of cost than rural areas. A new method of deriving 

local shares could be developed which would pay the same share for ail localities. 

The logic for this proposal would be that the present formula is a poor measure 

of ability to pay if one considers the differential incidence of public health 

loads and differing expenditure burdens of various localities. Moreover, 

expenditures on health provide benefits beyond local boundaries so there is an 

argument for greater state participation. Ninety percent funding by the state 
l1 

in 1971-72 would have required an additional $10.4 million. 

!./ Expenditure data for fiscal year 1971-72 was supplied by Hr. A. E. 
Price, Fiscal Director of the Department of Health. 
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State Aid for Highways 

Highways are primarily a state function in Virginia, yet certain types 

of local governments--municipalities of 3,500 or more, and Arlington and 

Henrico counties--make large outlays financed from their own resources. In 

1970-71 these local governments spent $69 million but received aid of $20 

million.!/ Thus, for localities operating their own systems, roughly two 

out of every three dollars of expenditures for highways came from local 

sources. In contrast, many counties have virtually no highway costs hecause 

the state provides for all maintenance and construction. 

Additional aid to local governments that maintain their own highway 

systems would be a significant form of aid because highway expenditures are 

one of their more important costs of government. The present payments of 

$2,500 per lane mile for urban extensions of primary routes and $1,500 per 

lane mile for certain other streets could be increased and given a closer 

relationship to actual costs of maintenance. Furthermore, state aid could 

be provided for traffic police, and the state's share of new construction 

costs could be increased from the present 85 percent. 

A more far-reaching proposal would be to merge the highway fund into 

a transportation fund and make funds available for helping localities with 

the cost of subsidizing other forms of transportation such as bus and rapid 

transit systems.1/ 

!/ See Table 6.3. The data were taken from a survey conducted by the 
Institute of Government at the University of Virginia. Although the survey 
uses prescribed procedures of the United States Bureau of Public Roads, it 
relies heavily upon the accuracy of local reporting. Localities in Virginia 
do not use a standardized accounting framework so there are differences in 
how costs are charged. For example, one locality might charge to "utility 
expense" street work associated with installation of utilities; another 
locality might charge this to "road construction expense". 

lf Beginning 1973-74, approximately $5.5 will be distributed to those 
cities which have to purchase local bus systems and roughly $6.0 million will 
be provided for those localities building fringe parking lots and bus shelters. 

This aid will be  administered by the Departn1ent of Highways. 



TABLE 6.3.--HIGlMAY FINANCES OF VIRGINIA LOCALITIES, FISCAL YEAR 1970-71 

Item Under 5,000 

Receipts: 

a/ $ Total receipts from local sources- 1,803,507 

Total receipts from state government 931,075 

Total $2 1734 1582 

Disbursements: 

Total direct highway disbursements 
for capital outlay 

Total direct highway disbursements 
for maintenancs/

Interf?t on debt-
Other-

$ 755,586 

1,088,221 
1,423 

573,066 

Total di7
ect highway disburse-

ments- $2,418,296 

Intergovernmental transfers.!!/ 

Debt redemption 

Total disbursements 

344,086 

7,200 

$2,769,582 

Localities Operating Their 
Municipalities 

5,000 to 
49,999 

$ 9,886,772 

4,935,860 

$14,822,632 

$ 2,978,592 

6,552,214 
304,343 

4,412,089 

$14,247,238 

523,414 

1,451,980 

$16,222,632 

50,000 and 
Over 

$14 , 542 , 121 

9,810,819 

$24,352.940 

$ 3,281,899 

11,861,490 
3,380,491 

14,475,501 

$32,999,381 

3,397,036 

4,817,261 

$41,213,678 

Own Systems 
Arlington 

and Henrico 
Counties 

$4,840,686 

4,219,253 

$9,059,939 

$1,845,063 

1,983,560 
878,061 

3,079,505 

$7,786,189 

1,273,750 

$9,059,939 

$31,073,086 

19,897,007 

$50.970.093 

$ 8,861,140 

21,485,485 
4,564,318 

22,540,161 

$57,451,104 

4,264,536 

7,550,191 

$69,265,831 

94 State 
Supported 
Counties 

$6,858,ll61 

115,445 

$6,973,506 

$ 14,544 

52,219 

6,906,743 

$6,973,506 

$6,973,506 

Total, All 
Localities 

$37,931,147 

20,012,452 

$57,943,599 

$ 8,875,684 

21,537,704 
4,564,318 

29,446,904 

$64,424,610 

4,264,536 

7,550,191 

$76,239,337 

a/ Includes net receipts from parking facilities and indirect street functions (street cleaning, street lighting, sidewalks, and storm sewer and 
drain;ge facilities), 

'E,/ The original report did not classify interest on debt as a direct highway disbursement, 

c/ The $29,446,904 total for all localities was composed of estimated costs for undistributed highway equipment, general administration and
engineering, highway and traffic police, and miscellaneous disbursements, 

&I Composed mainly of the localities' share of state road construction expenditures. 

Source: Institute of Government, University of Virginia, "Cost of Financing Virginia Municipal Highways, Fiscal Year Ended June 30, 1971," 
(Charlottesville, University of Virginia, 1973), 

I 

"' 

"' 

"' 

I 
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The cost of expanded state participation would depend on the program 

selected, but to give some onler or magnitude, a switch from the present 1 to 

2 state-local ratio of financing to a 2 to 1 ratio would have cost the state 

about $20 million in fiscal year 1970-71. This amount would hav� been 

released for additional road spending or for other uses by localities. 
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New Local Tax Powers 

Aid to localities could take the form of new tax powers they do not 

have at present. 

Sales and Use Tax Local Option11 

All localities impose a 1 percent local option sales tax which is 

collected by the state and returned to localities on the basis of place of 

sale. As an alternative to the present system, the limit on the local rate 

could be raised to 2 percent. Assuming all localities exercised the new 

option, the revenue impact would be virtually the same as an additional 1 

2/
percent state levy distributed on the basis of place of sale.-

Local Income Tax 

An income tax is a major source of revenue not.available to local 

governments in Virginia. Section 58-151.04 of the Code of Virginia prohibits 

local governments from imposing any tax or levy upon incomes. Several states 

do allow local income taxes and there is a well-developed literature on the 

subject. In this section we shall provide background on its present usage, 

major issues connected with the tax, and some estimates of the yield. 

Present Usag�/ 

Local income taxes are imposed in more than 3,800 local jurisdictions 

with the majority concentrated in Ohio (about 330 local jurisdictions) and 

Pennsylvania (about 3,400). Both of these states have recently adopted 

state individual income taxes as well. Seven other states have local income 

1/ For more on the tax see Chapter III, pp. 166-183, and Chapter V, p. 265. 

l:./ One minor difference would be that the state tax receipts are reduced 
by a 3 percent allowance to dealers for collection expenses. The local option 
tax collected by the state is not similarly reduced. 

11 Data in this section came from two Advisory Commission on Intergovern
mental Relations studies--The Commuter and the Municipal Income Tax, M•Sl 
(April, 1970) and State and Local Finances and Suggested Legislation, 1972 
Edition, M-74 (1972). 
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taxes in addition to state income taxes, and all are located in the eastern 

half of the nation. 

A large number of the jurisdictions imposing the tax are school districts 

and other relatively small units. A recent survey indicated that more than 

3, 700 of the taxing jurisdictions had less than 50,000 population, but there

were 51 cities with populations greater than 5 0,000 that had such taxes, inclu

ding New York, Philadelphia, Detroit, Baltimore, Cleveland, Pittsburgh, and 

St. Louis. 

There are many forms of local income taxes, and the legal nomenclature 

used to identify them varies. In this discussion we are including wage taxes, 

payroll taxes, earnings taxes, and occupational license taxes when used as 

some form of income tax. 

Major Issues 

The features of existing local income taxes vary tremendously, so there 

is no accepted prototype to serve as a basis for analysis. The approach used 

here will be to identify six major issues that encompass the major policy 

decisions related to such a tax. The first five issues concern the taxation 

of individuals, and the sixth concerns taxation of corporations. Selected 

data relating to these issues are shown in Tables 6.4 and 6.5. 

1. Definition of Taxable Income.--Most local income taxes restrict the

tax to salaries and wages, but a minority include other forms of income such 

as interest, dividends, rent, and capital gains. The omission of these 

other forms of income is usually based on economies of administration, i.e., 

taxes on wages and salaries are fairly easy to obtain from employer withholding 

whereas other forms of tax liability that are self-assessed are widely evaded. 

The cost of deterring potential evaders may be much larger than the revenue 

gained. These remarks do not apply when a local income tax is "piggybacked" 



City 

New York, N. Y . ..... 

Philadelphia, Pa . . . . . .

Detroit, Mich. . ...... 

Baltimore, Md. . . . . . . 

Cleveland, Ohio ...... 

St. Louis, Mo ........ 
Cincinnati, Ohio ..... 

Pittsbur�h. Pa . . . . . . . 

Kansas City, Mo . ..... 

Columbus, Ohio ..... 

Louisville, Ky . . . . . . .

Toledo, Ohio . . . . . . . 
Akron, Ohio ........ 

Dayton, Ohio . . . . . . .

Flint, Mich. . . . . . . . .
Youngstown, Ohio .... 
Erie, Pa ............ 
Canton, Dhio .......

Scrantor, Pa . . . . . . . . 
Allentown, Pa. ...... 
Grand Rapids, Mich . . . 

Non-

resident 
rate rela-

tive to 
resident 

rate 

(bl 
Same 
Half 
Zero 
Same 
Same 
Same 
Same 
Same 
Same 
Same 
Same 
Sarne 
Same 
Half 

Same 
Same 
Same 
Same 
Same 
Half 

TABLE 6. 4 --LOCAL INCOME TAX BASES. 1967 

Business 
Resident income base includes -

taxed" Wages, Income 
Reciprocal 

city tax 
salaries, earned 

Unin-
similar out of 

Capital Oivi- credit 

lncor- gains dends 
corpo-

income juris-
allowed 

porated rated only diction 

Yes Yes No Y!s Yes Yes No 

No Yes Yes Yes No No No 

Yes Yes No Yes Yes Yes Yes 

Yes Yes No Yes Yes Yes ·No 

Yes Yes Yes No Yes 

Yes Yes Yes Yes No No(cl No 

No Yes Yes Yes No No Yes 

Yes Yes No No No No Yes 

Yes Yes Yes Yes No No(c) Yes 

Yes Yes No Yes No No Yes 

Yes Yes Yes No No(cl No No 

Yes Yes No Yes No No Yes 

Yes Yes Yes Yes No No No 

Yes Yes Yes Yes No No Yes 

Yes Yes No Yes Yes Yes Yes 

Yes Yes Yes Yes No No Yes 

No Yes No Yes No No Yes 

Yes Yes Yes Yes No No Yes 

No Yes Yes Yes No No No 

No Yes Yes Yes No No Yes 

Yes Yes No Yes Yes Yes Yes 

a. Charitable, religious, educational, and other, nonprofit organizations exempt in most cases. Tax generally confined to income stemmirig from activities in city. 

Tax 
Personal Personal with-
exemp- deduc- held on 
tions tions wages and 

allowed allowed salaries 

$600 ea. (bl Yes Yes 

No No Yes 

$600ea. No Yes 

$800 ea. Yes Yes 

No No Yes 

No No Yes 

No No Yes 

No No Yes 

No No Yes 

No No Yes 

No No Yes 

No No Yes 

No No Yes 

No No Yes 

$600 ea. No Yes 

No No Yes 

No No Yes 

No No Yes 

No No Yes 

No No Yes 

$600 ea. No Yes 

b. Non nsidenrs taxed on an entirely different b85is from residents. The rate is markedly lower. Instead of deductions, an exclusion related to income level is allowed. The exclusion of $3,000 on income up to 

S 1 Q,000 drops to $2,000 for income over $10,000, to $1,000 for $20,000-$30,000 income, to none for income over $30,000. 

c. Except where derived in connection with the conduct of a business. 

&ource: Tax Foundation, Inc., City Income Taxes, Research Publication No. 12 (New Series) as shown 
in Advisory Connnission on Intergovernmental Relations, State-Local Finances and Suggested Legislation, 
1972 Edition, M-74 (Washington: Govenunent Printing Office, 1972), p. 229. 

w 

w 
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TABLE 6. 5 .••LOCAL INCOME TAXES, RATES AND COLLECTIONS 
(Dollar amounts in thousands) 

State and local government 

Alabama: 
Gadsden 

Delaware: 
Wilmington 

Kentucky: 
Ashland 
Benton .............. . 
Berea . . . .  . .  . .  . .  . . .  . .  . 

Bowling Green ......... . 
Catlettsburg . . . . . . . . . . . . 
Covington ............ . 
Cynthiana .. .. . . .. .. .. . 
Danville ............. . 
Dawson Springs ........ . 
Elizabethtown , ........ . 
Flemingsburg .......... . 
Frankfort ............ . 
Fulton .............. . 
Glasgow ............. . 
Hazard .. .. .. .. . .. .. .. 
Hopkinsville ........... . 
Leitchfield ............ . 
Lexington ............ . 
Louisville ............ . 

Jefferson County2 ••••• 
Ludlow .............. . 
Marshall County ........ . 
Mayfield .. .. .. .. . .. . .. 
Maysville . . . . . . . . . . . . .  . 

Middlesboro .......... · .. 
Newport .. .. .. .. .. .. .. 
Owensboro . .. .. . .. .. .. 
Paducah . . .. .. .. .. . . .. 
Pikeville . . . . . . . . . . . . .  . 

Princeton . .. .. .. .. . . . . 
Richmond ............ . 
Russellville ........... . 
Versailles ............. . 
Winchester3 .. • .. • .. • .. • 

Maryland: 
Baltimore City ......... . 
19 Counties ........... . 
Wicomico County ....... . 
Queen Anne's County .... . 
Talbot County ......... . 
Worcester County ....... . 

Michigan: 
Battle Creek . . . . . . . . . . . . 
Big Rapids ............ . 
Detroit .............. . 
Flint ................ . 
Grand Rapids .......... . 

See footnotes at end of table. 

Rate 
December 31, 19 7 1  

(percent) 

2.0 

% of 1%or 1.5%1 

1.5 
0.5 
1.5 
1.5 
1.0 
2.5 
1.5 
1.0 
1.0 
0 .. 8 
1.0 
1.0 
1.0 
1.0 
1.0 
1.0 
1.0 
1.5 
1.2 5 
1.75 
1.0 
0.5 
1.0 
1.5 
1.0 
2.0 
1.0 
1.2 5 
1.0 
1.0 
1.0 
1.0 
1.0 
1.0 

· % of State tax 
50% 
50% 
4 5% 
40% 

35% 
2 0% 

•.s 

• 

• 

Municipal tax collections, 1969- 70 
(Cities with over 50,000 population in 19701 

Total 
tax 

collections 

$ 4 ,961 

1 5,580 

3,996 

1 0,460 
34,435 

2 ,541 

2 00,884 

2 23,051 
1 8,433 
1 4,838 

Income tax collections 

Amount 

S 2 , 850 

1 ,99 8 

1,99 7 

5,674 
1 8,887 

1 ,2 1 4  

33,851 

93,349 
9,613 
7,234 

As a percent of 
total collections 

57.4 

1 2.8 

50.0 

54.2 

54.8 

47.8 

16.9 

4 1.9 
52.2 
48.8 
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TABLE 6, 5 .--LOCAL INCOME TAXES, RATES AND COLLECTIONS (Continued) 
(Dollar amounts in thousands) 

State and local government 

Hamtramck ........... . 
Highland Park ......... . 
Hudson .............. . 
Jackson .............. . 
Lansing .............. . 
Lapeer .............. . 
Pontiac .............. . 
Port Huron ........... . 
Saginaw .... , ....... · .. 

Missouri: 
Kansas City ........... . 
St. Louis ............. . 

New York: 
New York City ......... . 

Ohio: 
Cities 50,000 population 
and over -
Akron ............... . 
Canton ............. .. 
Cincinnati ............ . 
Cleveland ........... .. 
Cleveland Heights . . . . . . . . 
Columbus ........... .. 
Dayton ............. .. 
Elyria ............... . 
Euclid ............... . 
Hamilton ............. . 
Kettering ............. . 
Lakewood ............ . 
Lima .............. .. 
Lorain ............. .. 
Mansfield ............ . 
Parma ............... . 
Springfield ........... .. 
Toledo .............. . 
Warren .............. . 
Youngstown .......... . 
308 cities and villages 
(with less than 50,000 
population) 

Pennsylvania: 1 

Cities, 50,000 population 
and over -
Abington Township ...... . 
Allentown ............ . 
Altoona ..•........... 
Bethlehem ............ . 
Chester .............. . 
Erie ................ . 
HamSburg ............ . 
Lancaster ........... .. 
Penn Hills Township ..... . 
Philadelphia ........... . 
Pittsburgh ............ . 

SN footnotes at end of tabla. 

Rate 
December 31, 1 971 

(percentl 

• 

• 

• 

4 

• 

• 

• 

1.0 
1.0 

o.7- 3.56 

1.4 (1.5 ef f. 1/1/721 
1.5 
1.7 
1.0 
1.0 
1.5 
1.0 
1.0 
1.0 
1.5 
1.0 
1.0 
1.0 
1.0 
1.0 
1.0 
1.5 
1.5 
1.0 
1.5 

0.25-1.7 

1.01 

1.08 

1.09 

1.08 

1.010 

1.08 

1.0• 
1.01 

1.08 

3.31 2511 

1.0• 

Municipal ta>< collections, 1 969·70 
(Cities with over 50,000 population in 1 9701 

Total 
tax 

collections 

$1 1,876 

9.4B6 

7,468 

56.223 
101,036 

3,023,242 

21 ,206 
8,792 

51 ,565 
95,672 

4,309 
31 ,066 
28,01 4 

2,227 
6,750 
3,91 6 
4,320 
4,709 
2,742 
5,622 
3,731 
5,684 
4,1 93 

29,586 
3,620 

1 2,361 

2,976 
7,675 
2,927 
5,121 
3,779 
8,630 
5,353 
2,896 
2,454 

357,041 
61 ,805 

Income tax collections 

Amount 

$ 5,474 

5,058 

3,654 

1 3,487 
33,854 

469,523 

1 2,505 
7,1 1 9

22.883 
36,742 

1.158 

22,438 
1 6,682 

1 45 
3,083 
2,543 
2,1 1 7
1,265 
2,095 
3,577 
2,673 
2,225 est. 
3.001 

22,652 
2,622 
7,350 est. 

n.a. 
1.61 6 

644 
1 ,1 63 
1,929 
1 ,640 

909 
620 
858 

21 2,064 
1 2,41 9 

As a percent of 
total collections 

46.1 

53.3 

48.9 

24.0 

33.5 

15.5 

59.0 
81.0 
44.4 

38.4 

26.9 

72.2 
59.5 

65.1 
45.7 

64.9 

49.0 

26.9 

76.4 
63.6 

71.6 
39.1 
71.6 
76.6 
72.4 
59.5 

n.a. 
21.1
22.0
22.7 
51.0 
1 9.0 
1 7.0
21.4
35.0
59.4
.,,, .
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TABLE 6 .5 .--LOC'AL INCOME TAXES, RATES AND COLLECTIONS (Continued) 
(Dollar amounts in thousands) 

State and local government 

Reading ............. . 
Scranton ............. . 
Wilkes Barre ........... . 
York ............... . 
Approx. 3,400 other local 
jurisdictions (including 
over 1 ,000 school systems) 

Rate 
December 31, 1971 

(percent) 

1.0 10 

1.01, 11 

0.58 

1.0 1 

0.20-1.0 

Municipal tax collectior,' •. 1969-70 
(Cities with over 50,000 popt lation in 1970) 

Total 
tax 

collections 

5, 6 46 
6,567 
3,094 
3,56 2 

Income tax collections 

Amount 

1,056 
2,094 

382 
408 

As a percent of 
total collections 

18.7 
31.9 
1 2.3 
11.5 

Note: Excludes Washington, O.C. which has a graduated net income tax that is more closely akin to I State tax than to the municipal income 11xes 

llff table 91.1 Also excludes the Denver Employee Occupational Privilege Tax of $2 per emplovee par month, which applies only to emplOYffl 
••ning It l"ast S250 P9r month: the Newark 1% payroll tax imposed on employees, profit and nonprofit, having a payrolt over S2.500 per 
calendar Qu•ter: the San Francisco 1% payroll expense tax (aff. 10/1/701; the 1/2 of 1% quarterly payroll tax on employers imPoUd in the 

Tri-county MetroPOlitan Transit District (encompossing au of Washington. Clackamas and Multnomah counties. Oregon); and the 3/10 of 
1 percent payroll tax imposed on employers in the Lane County Oregon Mass Transit District. 

- Signifies• county. or I city under 50.000 population. 
n.a.···not available.·· 

111 total annuel - or net profits are $4,000 or less thore is no tax liability. On income between $4,000.01 and $6,000.00 tho rota i1 1/4 of t%; 
on income of $6,000.01 or more 1.5%. The tax rates apply to total income not merely to the proportion of income felting within• given 
bracket. In this sense the tax is not a typical graduated levy. 

2 A taxpeyor subjoct to tho t .25 -cont u,x imposed by the City of Louisville may crldit this ta·, against 1h1 1. 75 percent levild by Jaffor.,n County. 
3New tax ellectiva April 1, 1971. 
4Unde, the Michigan ··uniform City Income Tax Act." the prescribed rates •• t .0 percent for residents and 0.5 percent for nonresidents. A resident 

is allowed credit for taxes paid to another city as a nonresident. 
5The rate for residents in Detroit was increased from 1 percent to 2 percent effective October 1. 1968. 
6New York City residents' rate ranges from 0.7 percent on taxable income of less than $1,000 to 3.5 percent on taxable income in exceuof $30.000. 

An earnings tax of 0.45 percent of wages or 65/100 of 1 percent on net e•ning1 from •ff-employment, not to exceed that which would be due 
if taxpayer were a resident. is levied 1191in1t nonresidents. 

'except for Philadelphia, Pittsburgh, and Scranton. the total rate payable by any taKpayer is limited to 1 perc1nt. For coterminous jurisdictions. 
wd, as borough and borough school district, the maKimum is usually divided equally between the jurisdictions untess otherwi• agreed. 
However. school districts may tax only residents. Thus, if a borough and a coterminous school district.each have e 111ted rate of 1 percent. 
the total effective rate for residents is 1 percent 1% of 1 percent 1ach to the borough and school district) and tho tex on nonresidenu i1 
1 percent, the stated rate imposed by the borough. 

1The school district rate is the ume as the munN:ipel rate. 
9The school district rate is 0.5 percent. 

10There is no school district income tax. 
1 1 The Philadelphia school district imposes a 2% tax on investment income. 
1 2Combined city and school district rate may not exceed 2.0 percent. 

Source: ACIR staff compilation based on Commerce Clearing House State 
Tax Reporter, and U.S. Bureau of the Census, Governments Division. Sh� 
in Advisory Commission on Intergovernmental Relations, State-Local Finances 
and Suggested Legislation, 1972 Edition, M-74 (Washington: Government Printing 
Office, 1972), pp. 226-228. 
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on a state tax. Then the tax can apply to all types of income, and enforce

ment can be left to the state tax authorities. 

2. Deductions and Exemptions.--Most localities do not allow deductions

or exemptions since they would result in a loss in revenue and would add to 

administrative costs. The latter observation does not apply to the "piggy

back" form of the tax since it incorporates the deduction-exemption structure 

used in the state tax. 

3. �---Rates are usually low (0.5 percent to 2 percent), since in

most cases a state tax is also levied and there are no deductions or exemptions. 

Many localities use a single rate for all levels of income, but some employ 

progressive rates either directly by a special rate structure or indirectly 

by the use of the "piggyback" on a state income tax which already incorporates 

progression. 

4. Taxation of Nonresidents.--This is the largest single issue in the

local income tax.l/ Generally, the tax is applicable to wages and salaries 

earned in the taxing jurisdiction by residents and nonresidents. Residents 

must also include wages and salaries earned outside the taxing jurisdiction. 

Taxpayers who live in one jurisdiction and work in another face the 

possibility of a local tax liability in both jurisdictions. Some localities 

allow this situation to occur, while others use various tax credit devices. 

No credit is allowed in New York, St. Louis, Kansas City, and several Ohio 

cities, thus giving priority to the place of employment. In other cases 

the city of residence is allowed to tax all earned income except that which 

is taxed at the place of employment. Thus, when computing his resident local 

income tax, the coumuter gets a credit for taxes paid to the jurisdiction of 

his employer. This method is used by conmunities whose residents work in 

l/ The discu:usion he:i:-e i5 vex-y b:i:-ief. Fox- :,ome inte:i:-e:,ting 1>imulotion1:1 
and further analysis see G. Ross Stephens, ''The Suburban Impact of Earnings 
Tax Policies", National Tax Journal, Vol. XXII, No. 3 (September, 1969), P• 328. 
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Philadelphia, and by Michigan cities. In Michigan, as previously noted, the 

nonresident rate is one-half the resident rate. The liability to the jurisdic

tion of employment is credited against resident tax liability. In effect, 

this splits on a SO-SO basis the commuter's tax payment between the jurisdic

tion of residence and jurisdiction of employment. 

Another alternative is to tax only resident incomes. This is the prac

tice in Maryland where the local "piggyback" tax is returned to the taxpayer's 

resident jurisdiction. Of course, this means that the local tax no longer has 

any commuter tax features. 

In the case of Virginia, an additional factor to consider would be the 

effect of the local income tax on tax policies in the District of Columbia. 

Presently, the District practices reciprocity with Virginia, i.e., Virginia 

residents working within the District are not subject to the District of 

Columbia income tax since the state of Virginia does not tax District resi

dents working in Virginia. If Northern Virginia localities were to in.,ose 

local income taxes on workers living in the District, then this would be an 

encouragement for the District to stop practicing reciprocity. There is 

already an incentive for the District to follow such a practice, since there 

is a net in-flow of coUDDuters to the District from Virginia and Maryland. 

Without District reciprocity and with a local income tax applicable to 

nonresident workers and residents, a Virginia resident working in the District 

would pay income taxes to the District, to the state of Virginia, and to his 

Virginia city or county of residence. To reduce his burden, a credit for the 

District taxes could be allowed againsc state individual income tax liability 

but this would be a costly option for the state to allow. 

5. Administration.--The tax is generally administered by the taxing

locality. However, in some instances a central collection agency for several 
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local governments has been formed. This is the procedure used in various 

Pennsylvania jurisdictions and in the Cleveland, Ohio area.!/ In Maryland,

the "piggyback" tax is administered by the state govermnent, and in Michigan 

the state is allowed to collect and administer city income taxes and remit 

the proceeds less 2 percent for administration costs.1/ 

6. Taxation of Corporate Income.--The great majority of localities tax

corporate income. Exceptions are localities in Pennsylvania, a few cities in 

Kentucky, and Cincinnati. 

The major problem in taxing business firms (unincorporated, as well a� 

incorporated) is to determine what proportion of net profits is derived with

in the taxing jurisdiction. The popular method is to use a three-factor 

formula that arrives at an allocator based on a simple average of the follow

ing three ratios: (1) sales or gross receipts within the taxing jurisdiction 

relative to total sales; (2) property within the taxing jurisdiction relative 

to total property of the corporation; and (3) total wages and salaries paid 

within the taxing jurisdiction relative to total wages and salaries paid. 

In most localities all firms conducting any activity within the taxing 

jurisdiction have a tax liability. But, in practice, there is widespread 

evasion according to a House Special Subcommittee on State Taxation of Inter

state Couanerce: 

Most corporations do not file income tax returns with any 
local jurisdictions. Among those which file, most file in only 
one jurisdiction, with widespread filing extremely rare. The 
experience of the companies studied suggests that for almost all 
but the largest corporations, local income tax filing is limited 
to the location of a place of business. Filing37y a small cor
poration in any other locality is very unusual.-

1/ Ibid., pp. 1372-73. 

11 �-. p. 1316. 

}_/ Ibid., p. 1330. 
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Yield 

Revenue yields from the imposition of local income taxes would depend on 

how the foregoing major issues were resolved. In any case, the tax would 

probably be a large source of revenue. From an administrative standpoint, the 

easiest way to impose a local tax would be to make it ride "piggyback" on the 

existing state tax on incomes of individuals and fiduciaries. The tax could 

be a surtax on the state tax or could take the form of progressive rates for 

different brackets of taxable income. 

If a local tax took one of these fonns and had an effective rate equiva• 

lent to a 20 percent surtax on the state tax on individuals and fiduciaries, 

it would have raised about $75 million in fiscal year 1971-72--assuming it 

were. mandatory and applied to all cities and counties. 

Local Option Crown Tax 

The possibility of a state crown tax was discussed in Chapter III. An 

alternative would be to make such a tax a local option in lieu of a state

wide levy. Table 6.6 shows estimated 1970-71 collections for our 17 area 

sample, assuming the tax generated the average per capita amount of states 

levying such a tax and assuming all localities exercised the option. 
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TABLE 6,6.--ESTIMATED REVENUE FROM A LOC� OPTION CROWN TAX, 
FISCAL YEAR 1970-71.! 

Locality 

Alexandria 
Augusta 
Buckingham 

Chesapeake 
Chesterfield 
Fairfax County 

Floyd 
Lunenburg 
Nansemond 

Norfolk 
Northumberland 
Norton 

Rappahannock 
Richmond City 
Roanoke City 

Waynesboro 
Wise 

State 

Estimated Revenue 

$ 225,000 
45,000 

6,000 

117,000 
89,000 

795,000 

6,000 
10,000 
32,000 

547,000 
9,000 
8,000 

2,000 
568,000 
213,000 

40,000 
68,000 

7,907,000 

,!/ State-revenue estimated on the basis of $1.70 per capita collections 
and using 1970 population figures. This figure was allocated to localities 
on the basis of taxable food sales in fiscal year 1970-71. 
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Local Option Motor Fuel Tax 

A local option motor fuels tax, such as 1 cent per gallon, would be a 

new departure for Virginia, since like most other states, motor fuel taxes 

are reserved for the state government and earmarked for highway spending. 

A local tax could be used as a source of general revenue or be earmarked 

for transportation or highway purposes. The yield of a given tax to a 

particular locality would depend on the area's volume of service station 

business adjusted for the tax policies in surrounding Virginia localities, 

and, where close to state boundaries, tax levels of neighboring states. 

As of January 1, 1972, a 7 cent per gallon rate applied in Virginia and 

all of its neighbors except North Carolina (9 cents) and West Virginia 

(8.5 cents). 

Local Option Motor Vehicle Sales and. Use Tax 

The Motor Vehicle Sales and Use Tax is presently reserved as a state 

tax; localities are prohibited from using it.l/ If the taxation of automobile 

sales was made consistent with the sale of many other items in retail trade 

(i.e., a 3 percent state tax with a 1 percent local option), there would be 

a substantial increase in revenues for the state and a new source for 

localities. 

Assuming that all localities exercised a 1 percent option, that the 

tax would not be a significant deterrent to sales, and that the base were 

the same as now the tax would have provided $34.3 million for local govern

ments in the 1970-72 biennium.�/ 

l/ See Code of Virginia, Section 58-685.25. 

2/ Calculated by dividing actual state receipts in the 1970-72 biennium 
by one-half. 
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Public Utility Assessments 

The so-called "Bemiss Act',l/ passed in 1966 provides for eventual assess

ment of public service property at the same true ratio as other types of 

property in the locality, but the equalization process is being spread over 

a twenty-year period. Acceleration of this adjustment process would bring 

additional revenues to local govermnents that have assessment ratios exceeding 

40 percent. Based on 1971 data, 96 counties and 17 cities assessed under 

40 percent. For these areas, the adjustment brings about a revenue loss. 

For the 21 cities that assessed at above 40 percent, acceleration would increase 

revenues. Among those gaining would be such large central cities as Alexandria, 

Danville, Hampton, Lynchburg, Norfolk, Petersburg, Portsmouth, and Richmond. 

A byproduct of the acceleration would be the stimulation of many localit

ies to use higher assessment ratios with resulting improved tax administration 

and larger borrowing limit. 

In addition to the equalization of assessment ratios provided for in the 

"Bemiss Act", Section 58-514.2 of the Code of Virginia provides for the equal

ization of tax rates applied to public service corporation property by localit

ies having different tax rates on real and tangible personal property. Except 

for automobiles and trucks, which will continue to be taxed at personal property 

rates, all public service corporation property within each locality will be taxed 

at the end of a 20-year adjustment period at the same rate applicable to other 

real estate in the respective localities. As of the close of calendar year 1973, 

7/20 of this adjustment process will be complete. This could be accelerated to 

achieve equalization in a shorter period of time. 

1/ Code of Virginia, Section 58-512.1 
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Rolling Stock Tax* 

The purpose of this section is to research and evaluate the rolling stock 

tax (use concept} and the local property tax (base concept) on motor carriers 

in the Commonwealth of Virginia. Sections 58-618 to 58-626.1 of the Code of 

Virginia provide for a rolling stock tax of one dollar per hundred dollars of 

assessed value on intrastate common carriers in lieu of local personal property 

taxes. Proceeds from this State Corporation Commission administered tax are 

returned to the localities through which the carriers operate. The revenue is 

prorated to the localities based on the mileage traveled over regular routes 

by each subject carrier.1/ 

In 1972, there were sixteen motor carriers operating under intrastate conmon 

2/carrier freight certificates; these carriers paid $87,111 in rolling stock taxes.-

The distribution of these revenues to the localities is shown in Table 6. 7 

The rolling stock tax, which is based on the habitual use concept of taxation, 

recently has come under criticism from several sources. 

Truckers assert that it constitutes differential treatment for one class of 

motor carriers, the intrastate common carrier. Fueling the charge of differential 

treatment is the fact that most intrastate common carriers have more than one 

operating authority. For example, if a motor carrier operates under an intra-

*This section was prepared by Drs. George E. Hoffer and Charles J. Gallagher 
under contract to the Revenue Resources and Economic Study Commission. 

!/ Data limitations prevent the inclusion of miles traveled over irregular 
routes. 

£1 "A Statement of Rolling Stock and Taxes for the Year 1972 for Motor Vehicle 
Carriers," State Corporation Commission, Commonwealth of Virginia, 1972. 
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state common carrier certificate, then the entire fleet of that firm is exempt 

from local personal property taxes and subject to the rolling stock tax. This 

situation will exist even though only a very small portion of the carrier's 

total operation may be as an intrastate connnon carrier. 

These critics argue that if the fleets of the intrastate colllllon firms 

were subject to the local personal property taxes, the tax bill of these firms 

would be significantly higher; therefore, the intrastate common carriers are 

enjoying a competitive advantage. In investigating such claims, it is necessary 

to consider the efficiency with which the taxes are collected, the possibilities 

of tax avoidance, as well as the differences in tax rates and depreciation 

schedules among the localities. Criticism also comes from some commissioners 

of revenue, These commissioners feel that the rolling stock tax is preempting 

them from a major source of revenue and that repeal of this tax in favor of 

local property taxes would significantly increase local revenues. Finally, the 

State Corporation Comnission views the tax with disfavor. Since the tax yielded 

less than $90,000 in 1972, several parties within the Commission view it as a 

nuisance • .!/ 

Distribution of revenues in 1972 from the rolling stock tax to the locali

ties is shown in Table 6. 7. The estimated total property tax liability of the 

same intrastate common carrier was calculated under varying assumptions. First, 

each locality's tax revenues were calculated by applying the State Corporation 

Commission's depreciation·schedule and the local property tax rates. This method 

is used by the State of North Carolina. These estimates are viewed as potential 

maximums, since all localities involved use a more accelerated depreciation 

1./ When the receipts from common carriers of passengers are added to the 
receipts from common carriers of freight, the tax generated over $326,000 in 
revenues. 
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TABLE 6. 7 --DISTRIBUTION OF REVENUES FROM THE ROLLING STOCK TAX 
TO COUNTIES AND CITIES 1972 * 

Counties 

Accomack $ 142.67 King and Queen $ 351.67 
Albemarle 2,129.60 King William 348.80 
Alleghany 396.98 Lancaster 188.22 
Amelia 363.91 Lee 613.68 
Amherst 618.32 Loudoun 166.07 
Appomattox 613.38 Louisa 924.69 
Arlington 248.06 Lunenburg 457.20 
Augusta 976.85 Madison 498.86 
Bath 7.93 Mathews 33.22 
Bedford 1,685.36 Mecklenburg 526.47 
Bland 773.63 Middlesex 263.60 
Botetourt 1,697.71 Montgomery 1,094.87 
Brunswick 475.99 Nansemond 1,775.03 
Buchanan 386.05 Nelson 827.03 
Buckingham 923.46 New Kent 736.89 
Campbell 1,822.19 Northampton 123.47 
Caroline 643.56 Northwnberland 127.88 
Carroll 223.47 Nottoway 645.66 
Charles City 314.00 Orange 145.11 
Charlotte 318.69 Page 119.50 
Chesterfield 3,677.03 Patrick 170.24 
Clarke 61.90 Pittsylvania 1,086.22 
Craig 29.06 Powhatan 555.03 
Culpeper 585.24 Prince Edward 435.90 
Cumberland 463.66 Prince George 1,076.91 
Dickenson 55.21 Prince William 644.99 
Dinwiddie 1,079.15 Pulaski 432.59 
Essex 297 .40 Rappahannock 21.35 
Fairfax 913.62 Richmond 263.36 
Fauquier 431.13 Roanoke 1,886.38 
Floyd 214.27 Rockbridge 1,528.15 
Fluvanna 353.51 Rockingham 385.21 
Franklin 1,159.10 Russell 356.01 
Frederick 241.45 Scott 590.18 
Giles 483.36 Shenandoah 147 .26 
Gloucester 167.45 Smyth 649.38 
Goochland 1,868.30 Southampton 976.04 
Grayson 78.11 Spotsylvania 327.28 
Greene 169.95 Stafford 582.06 
Greensville 116. 78 Surry 110.08 
Halifax 616. 94 Sussex 998.20 
Hanover 1,224.28 Tazewell 41.19 
Henrico 1,923.03 Warren 48.32 
Henry 1,226.73 Washington 1,445.32 
Highland 2.69 Westmoreland 47.34 
Isle of Wight 820.41 Wise 598.32 
James City 442.25 Wythe 882.37 
King George 220.17 York 228.60 

Total Counties $60,166.19 
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TABLE 6. 7 --DISTRIBUTION OF REVENUES FROM THE ROLLING STOCK TAX 
TO COUNTIES AND CITIES. 1972 (Continued) 

Cities 

Alexandria 
Bedford 
Bristol 
Buena Vista 
Charlottesville 
Chesapeake 
Clifton Forge 
Colonial Heights 
Covington 
Danville 
Emporia 
Fairfax 
Falls Church 
Franklin 
Fredericksburg 
Galax 
Hampton 
Harrisonburg 
Hopewell 
Lexington 
Lynchburg 
Martinsville 
Newport News 
Norfolk 
Norton 
Petersburg 
Portsmouth 
Radford 
Richmond 
Roanoke 
Salem 
South Boston 
Staunton 
Suffolk 
Virginia Beach 
Waynesboro 
Williamsburg 
Winchester 

Total Cities 

Total Towns 

Grand Total** 

$ 190.58 
651.32 

64. 71 
32.62 

637.34 
1,751.25 

48.04 
256.41 
29.01 

432.70 
20.01 

107.34 
83.06 

118.61 
167.60 
25.53 

846.88 
335.26 
386.50 
82.60 

531.43 
390.59 

2,090.57 
4,184.97 

31.02 
726.24 
483.93 
12.70 

4,680.59 
1,084.53 

92.22 
24.31 

358.10 
322.47 
954.95 

1,407.48 
113.47 
223.17 

$23,980.11 

$ 2,964.70 

$87,111.00 

*This table was derived using unaudited data. Furthermore, in an effort to hold
the matrix to a managable size, the distributions to incorporated towns were not
disaggregated.

**If the rolling stock tax rate was to be increased to $2, $3, or $4 per $100 of 
assessed value, the revenues collected would sum to $174,222, $261,333, and 
$348,444 respectively. The distributions to localities would change proportion
ately. 
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schedule than the Commission. Secondly, each locality's tax revenues were 

estimated by applying the local depreciation schedules and the local property 

tax rates. The carriers' tax liability under this technique is lower than the 

estimate derived using the Commission's depreciation schedule. This second 

estimate, however, is viewed as a feasible maximum figure, since such aRestimate 

depends on the assumption that there is 100 percent efficiency in the collection 

of the tax revenues by the local commissioners of revenue and no tax avoidance 

on the part of the motor carriers. Thirdly, the more probable figure is cal

culated using local depreciation schedules, local tax rates, and allowing for 

some avoidance of the property taxes. Table 6. 8 shows the estimated property 

tax revenues to the localities under each method. 

It is significant to note that of the 279 localities presently receiving 

benefits under the rolling stock tax, only 29 localities would receive property 

taxes from the intrastat� common freight carriers. But of those 29 localities 

still receiving benefits, only one locality would be worse off under the property 

tax structure. 

Total revenues under the present rolling stock tax amounted to $87,111 in 

1972. The system of property tax revenues would have amounted to $369,162 at 

best and probably closer to $300,000. 

While a personal property tax in lieu of the rolling stock tax would have 

increased local receipts at least three-fold, these gains from repeal of the 

rolling stock tax do not clearly outweigh the problems of such a move. Apply

ing the personal property tax to rolling stock has shortcomings. The first 

problem is that of establishing a situs for the rolling stock. The determina

tion of situs for tax purposes borders on being arbitrary, since the rolling 

stock is highly mobile. Furthermore, there is the question of equity. Motor 

�arriers impose social costs on all the communities through which they operate; 
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TABLE 6.8 --ESTIMATED 1972 TANGIBLE PERSONAL PROPERTY TAX RECEIPTS FROM THE 
ROLLING STOCK OF INTRASTATE COMMON FREIGHT CARRIERS 

Counties 

Albemarle 
Augusta 
Chesterfield 
Fairfax 
Henrico 
Henry 
Lancaster 
NottowaY* 
Pulaski 
Rockingham 
Smyth* 
Stafford 

Total Counties 

Cities 

Alexandria 
Buena Vista 
Charlottesville 
Chesapeake 
Covington 
Danville 
Hampton 
Harrisonburg 
Lynchburg 
Martinsville 
Newport News 
Norfolk 
Richmond 
Roanoke 
Winchester 

Total Cities 

Total All 
Localities 

*included Towns

A 

tax receipts using 
S.C.C. depreciation

schedule 

$ 8,602 
18,076 
19,825 
3,960 

16,589 
6,358 
4,431 
2,808 
5,449 
3,148 

152 
4.811 

$94,209 

$ 16,733 
410 
733 

32,787 
1,482 

18,426 
2,048 
3,090 

17,214 
2,673 

13,515 
28,196 
93,527 
41,612 

2.488 

$274,934 

$369,143 

of Crewe and Marion 

B 

tax receipts using 
local depreciation 

schedule 

$ 7,204 
12,427 
15,943 

3,218 
13,479 

3,077 
2,751 
2,155 
2,764 
3,109 

80 
4.029 

$70,236 

$ 13,177 
323 
563 

20,901 
993 

14,818 
1,818 
1,862 

13,556 
1,522 

11,995 
23,614 
83,005 
33,464 

2.457 

$224,068 

$294,304 

C 

tax receipts 
using local 

depreciation 
schedules with 

an elasticity allowance 

� 5,403 
9,320 

11,957 
2,414 

13,710 
9,999 
2,063 
2,155 

10,802 
2,332 

60 
3,022 

$73,237 

$ 9,883 
242 
985 

15,676 
745 

11,113 
1,818 

13,265 
10,167 

1,142 
9,116 

19,363 
62,420 
25,098 

7.983 

$189,016 

$262,253 
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therefore, the practice of singling out one locality to receive a carrier's 

tax receipts is questionable, although such practice is quite common in local 

taxation. 

In addition to the theoretical problems outlined above, some practical 

problems also exist. There is the problem of tax avoidance, which includes the 

incentives for carriers to base more of their equipment in localities with lower 

tax rates and faster depreciation schedules. The shifting of equipment may be 

done only on paper or it may be done in fact. There is also the inability of 

the local commissioners of revenue to police the carriers. Finally, there is 

the problem of additional bookkeeping and administrative costs imposed on the 

carriers resulting from the filing of separate returns for each locality in 

which they domicile rolli"[lg stock. It is, therefore, concluded that the tangible 

personal property tax is not the appropriate method of rolling stock taxation. 

Notwithstanding the State Corporation Commission's opposition to the rolling 

stock tax, we propose that an examination be made into the feasibility of expand

ing rather than curtailing the rolling stock tax. Consideration should be given 

to extending the levy to all interstate and intrastate motor carriers operating 

under permits or certificates of convenience (approximately 6,000 firms). All 

carriers, with the exception of private and exempt carriers, would.Pay a roll

ing stock tax in lieu of personal property taxes. Accordingly, the rolling 

stock tax rate should be increased to approximate the personal property rates 

now imposed. 

Presently, revenues collected under the rolling stock tax are returned to 

the localities in proportion to the total vehicle miles operated in each locality. 

If all carriers, including those operating over regular and irregular routes, 

were subject to a rolling stock tax, then the difficulty in ascertaining the 

exact mileage by locality probably would preclude distributing these receipts 
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on a pro-rated basis. However, proxies could be devised for distributing funds, 

such as primary-interstate road mileage (land-miles) within the locality or 

department of highway traffic courts. Since private carriers can be more 

readily associated with a specific domicile, the rolling stock of these firms 

could remain subject to personal property taxes. 

If the expansion of the rolling stock tax is intended specifically to 

replace the personal property tax, then only Virginia registered vehicles would 

be made subject to the rolling stock tax. But if it is deemed desirable, on 

grounds of equity, that foreign registered vehicles should also contribute to 

the general fund revenues, then the rolling stock tax might be expanded to cover 

all non-private and non-exempt carriers, regardless of where the vehicles are 

registered. 

Making all non-private carriers subject to an habitual use form of taxation 

would redress many of the shortcomings of the personal property tax. In addition 

to narrowing discrimination among carriers operating under different certificates 

and permits, the state administered rolling stock tax would tax any carrier 

currently escaping personal property taxation. 

Should the present dual system be retained, however, minimum changes should 

be made to improve the system of tax collections. The Division of Motor Vehicles 

should be enjoined from issuing Virginia registrations without the applicant 

specifying a domicile for his vehicle. Such is presently required of all appli

cants with in-state addresses; no less should be expected of out-of-state appli

cants. By requiring the situs, Virginia localities will be able to levy more 

efficiently the personal property taxes. 
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Regional Cooperation and Regional Taxation 

At present, the state is divided into twenty-two planning districts, 

and each one has an organized planning district commission. These 

commissions may only plan regional projects; for implementation they 

must contract with another unit of government or a private firm. 

In addition, the funds available to the commissions are limited. 

The state is authorized to provide $5,000 per 25,000 population but 

never less than $10,000 in total to each planning district. In 1971-72, 

state payments were about $775,000 with local governments providing 

a roughly equivalent amount. 

If there were a desire to have regional projects undertaken by a 

regional body, two possible alternatives to the present system would be 

the granting of implementation powers to the planning district or the 

formation of a service district. The first alternative failed to pass 

at the 1973 session of the General Assembly after being proposed by 

the Governor's Ad Hoc Committee to Review the Virginia Area Redevelopment 

Act. Adopted in 1968, this act set out the guidelines for establishing 

planning districts and the subsequent move to service districts. 

Basically, to create a service district requires majority approval 

in each of the governmental subdivisions in the proposed regional 

body. As part of the required plan for the service district there 

must be an assurance that the services initially provided by it are 

sufficient in number and importance to produce a "meaningful governmen

tal unit." The plan must also provide the framework of government for 

the eventual performance by the service district of all functions and 
1/ 

services appropriate for performance on a district-wide basis.-

!/ See Sections 15.1-1420 to 15.1-1449 of the Code of Virginia 
for the service district legislation. The Governor's Ad Hoc Connnittee 
also proposed changes for this legislation, but it too failed to pass 
at the 1973 session of the General Assembly. 
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Other alternatives for the provision of services on an area-wide 

basis are a federation of localities, special districts, intergovern

mental agreements, and the transfer of certain functions to the state 

government. 

Among the services that might be rendered on a regional level are 

police and fire protection, air pollution control, waste treatment, 

mass transit, and education, In making a selection, two fundamental 

questions must be answered: 

1. 'What types of services, if any, could best be provided

at the regional level on both political and economic

grounds?

2. Would each function that could be performed regionally

fit the exact geographic size of the proposed area?

To fund any relatively important service or set of services at a 

regional level would require substantial outlays. These monies could 

come from state or local block or categorical grants or from a regional 

tax. This tax could take the form of an additional 1 percent local 

option sales and use tax or a local "piggyback" income tax with the 

revenues earmarked for use by the regional body. If the state shared 

with regional units the extra revenues from a 1 percentage point increase 

in the sales and use tax or from a higher individual income tax, the 

impact would be very similar to that of a local option tax designated for 

regional use. The �rimary difference would be that monies would flow 

to all areas of the state and not just those electing to impose the tax. 

Of course, the state could distribute the additional revenues on the 

basis of need, tax effort, population, or some other factor. (See 

the previous sections of this chapter for a discussion of some of 

the issues involved in state revenue sharing, state participation in 

local expenditure burdens, and new local taxing powers.) 
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It must be realized that in discussing the potential for providing 

public goods and services at a regional level, people in Virginia and 

other states appear to prefer the existing decentralized political 

structure. They want variety in the choice of, among other variables, 

tax burdens and service levels, the proximity of government, and the 

maintenance of their local political power offered by the present 

system, despite any problems and costs that may result. Evidence of 

this is provided by surveying the more than one hundred attempts at 

regionalization in recent years and finding that only in a few cases 

1/ 
have the electorates voted for it.-

1/ 

York: 
Stanley Baldinger, Planning and Governing the Metropolis, (New 

Praeger Publishers, Inc., 1971), p. 6. 
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TABLE A.1.--CLASSlFICATION OF CITIES AND COUNTIES 

URBAN AREAS 

Central Cities--Alexandria, Hampton, Lynchburg, Newport News, Norfolk, 
Portsmouth, Richmond, and Roanoke. 

Established Suburban Areas--the counties of Amherst, Arlington, Campbell, 
Chesterfield, Dinwiddie, Fairfax, Hanover, Henrico, Loudoun, Prince 
George, Prince William, Roanoke, and York, and the cities of Chesa
peake, Fairfax, Falls Church, Salem, Colonial Heights, Hopewell, 
Petersburg, and Virginia Beach. 

Developing Suburban Areas--the counties of Bedford, Botetourt, Charles 
City, Goochland, James City, Nansemond, New Kent, and Powhatan, and 
the cities of Bedford, Suffolk, and Williamsburg. 

Small Urban Areas--the counties of Albemarle, Alleghany, Augusta, 
Carroll, Culpeper, Frederick, Grayson, Greensville, Halifax, Henry, 
Montgomery, Pittsylvania, Pulaski, Rockbridge, Rockingham, Smyth, 
Southampton, Spotsylvania, Stafford, Tazewell, Warren, Washington, 
Wfse, and Wythe,. and the cities of Bristol, Bt•ena Vista, Charlottesville, 
Clifton Forge, Covington, Danville, Emporia, Franklin, Fredericksburg, 
Galax, Harrisonburg, Lexington, Martinsville, Norton, Radford, South 
Boston, Staunton, Waynesboro, and Winchester. 

RURAL AREAS 

The counties of Accomack, Amelia, Appomattox, .Bath, Bland, Brunswick, 
Buchanan, Buckingham, Caroline, Charlotte, Clarke, Craig, Cumberlc1nd, 
Dickenson, Essex, Fauquier, Floyd, Fluvanna, Franklin, Giles, Gloucester, 
Greene, Highland, Isle of Wight, King and Queen, King George, King 
William, Lancaster, Lee, �ouisa, Lunenburg, Madison, Mathews, Mecklen
burg, Middlesex, Nelson, Northampton, Northumberland, Nottoway, Orange, 
Page, Patrick, Prince Edward, Rappahannock, Richmond, Russell, Scott, 
Shenandoah, Surry, Sussex, and Westmoreland. 



PreconformitI 

Adjusted Gross Gross 
Income Income Exem2tions 

First $999 $ 57,649,571 $ 145,217,634 
$1,000-1,999 231,569,082 200,567,874 
2,000-2,999 364,858,056 204, 048, 299 
3,000-3,999 574,524,368 236,339, 245 
4,000-4,999 758,489,010 251,561,719 

5,000-5,999 850,198,557 244,090,035 
6, 000-6, 999 925,127,350 232,696,732 
7,000-7,999 970,553,861 219,105,476 
8,000-8,999 963,802,100 200,076,875 
9, 000-9, 999 918,258,788 177,543,249 

10,000-10,999 830,757,208 149,398,269 
11, 000-11, 999 705,656,829 119,816,745 
12,000-12,999 595,070, 231 95,452,030 
13,000-13,999 506,631,390 76,129,504 
14, 000-14, 999 422,920,232 60,688,737 

15,000-19,999 1,499,563,022 187,329,653 
20, 000-24, 999 916,353,290 92,486,548 
25,000-29,999 584,180,134 48,855,233 
30,000-34,999 340,141,641 24,160,021 

35,000-39,999 216,450,522 13,519,954 
40,000-44,999 137,253,826 7,565,973 
45, 000-49, 999 102,064,427 5,009,731 

50,000-74,999 302,739,195 11,791,516 
75,000-99,999 127,278,053 3,411,679 

100,000 and over 292.666.019 3.101.166 

Total $14,194,756,762 $3,009,963,897 

TABLE A, 2. ••STATISTICS OF VIRGINIA INDIVIDUAL INCa!E TAX RETUIIIIS FOR TAX YEAR 1971 
PRECONFORMITY AND CONFORMITY STRUCTUIU!S 

Structure Present Conformit:i: Structure With !600 Ex!!!!!l!tiona 

Income Subject Cross Income Subject 
Deductions to Tax Income Ex!!!!J!tions Deductions to Tax 

$ 13,773,106 $ $ 57,649,571 $ 95,978,994 $ 134,858,839 $ 1,042,970 $ 
21,404,931 43,768,293 231,569,082 137,683,833 159,495,119 23,134,932 
38,608,319 137,367,271 364,858,056 146,788,455 144,065,418 105,839,924 
60,952,970 284,375,149 574,524,368 177,685,152 158,164,757 252,700,816 
80,487,905 429,820,696 758,489,010 195,714,906 167,556,156 401,300,942 

93,598,719 513,969,341 850,198,557 198,095,865 167,196,381 487,544,954 
106,408,455 586,921,810 925,127,350 194,044,012 168,877,130 563,395,291 
118,249,287 633,847,238 970,553,861 187,092,133 167,573,890 616,606,809 
123,876,753 640,344,729 963,802,100 174,053,320 160,398,591 629,827,211 
123,684,730 617,594,776 918,258,788 156,861,603 153,064,666 608,879,111 

114, 45 l, 861 567,186,162 830,757,208 133,103,254 138,516,991 559,396,989 
98,614,331 487,479,055 705,656,829 107,562,645 118,381,617 479,947,956 
83,400,691 416,639,900 595,070,231 86,080,147 99,662,790 409,739,531 
70,831,791 359,816,744 506,631,390 68,728,660 83,926,238 354,114,555 
59,234,346 303,068,558 422,920,232 55,171,726 68,543,329 299,267,094 

209,508,821 1,103,148,482 1,499,563,022 171,330,378 231,299,818 1,097,329,639 
125,214,222 699,030,726 916,353,290 85,773,321 131,522,658 699,425,619 

75,565,983 460,037,120 584,180,134 45,276,012 77,834,601 461,344,605 
42,361,647 273,681,968 340,141,641 22,206,981 43,318,313 274,675,057 

26,259,379 176,773,244 216,450,522 12,471,070 26,728,393 177,353,513 
16,766,170 113,154,708 137,253,826 7,055,656 16,974,291 113,453,594 
12,187,641 84,997,716 102,064,427 4,698,880 12,319,432 85,176,575 

34,579,996 256,422,579 302,739,195 11,143,344 34,846,137 256,802,710 
15,314,638 108,854,057 127,278,053 3,230,802 15,370,810 108,978,262 
40.304.395 251.008.086 292.666.019 2.829.380 40,351.126 251 231.241 

Proeo""d Conformiti.,: Schedule With �750 Ex!!!!!!tions 

Gross Income Subject 
Income Ex!!!!!!tions Deductions to Tax 

57,649,571 $ 119,973,742 $ 134,858,839 $ 400,926 

231,569,082 172,104,792 159,495,119 17,347,237 
364,858,056 183,485,569 144,065,418 88,117,131 
574,524,368 222,106,440 158,164,757 223,633,155 
758,489,010 244,643,633 167,556,156 361,026,958 

850,198,557 247,619,832 167,196,381 442,717,333 
925,127,350 242,555,016 168,877,130 517,055,976 
970,553,861 233,865, 166 167,573,890 570,854,046 
963,802,100 217,566,651 160,398,591 586,703,379 
918,258,788 196,077,003 153,064,666 569,835,757 

830,757, 20d 166,379,067 138,516,991 526,204,839 
705,656,829 134,453,306 118,381,617 453,106,820 
595,070,231 107,600,184 99,662,790 388,259,999 
506,631,390 85,910,825 83,926,238 336,957,186 
422,920,232 68,964,658 68,543,329 285,489,213 

1,499,563,022 214,162,973 231,299,818 1,054,536,242 
916,353,290 107,216,651 131,522,658 677,997,566 
584,180,134 56,595,015 77,834,601 450,037,553 
340,141,641 27,758,726 43,318,313 269,126,496 

216,450,522 15,588,838 26,728,393 174,238,896 
137,253,826 8,819,570 16,974,291 111,693,730 
102,064,427 5,873,601 12,319,432 84,004,555 

302,739,195 13,929,180 34,846,137 254,018,524 
127,278,053 4,038,503 15,370,810 108,175,811 
292 666 019 J 5J6 725 40 351 126 250 529 146 

$1,805,641,087 $9,549,308,408 $14,194,756,762 $2,480,660,529 $2,720,847,491 $9,318,509,900 $14,194,756,762 $3,100,825,666 $2,720,847,491 $8,802,068,474 

Source: Virginia Department of Taxation, "Statistics of Virginia Individual Income Tax Returns for Taxable Year 1971", Special Computer Printout, (Richmond: April, 1971). For a discussion 
of the methodology used ln the computer program, see Barry E. Lipman and Gail V, Tatum, "Report on Revenue Estimates to the Income Tax Conformity Study Comnission," a staff paper prepared in the 
Fl1tanee Section, Division of State Planning and Colllllllnity Affair a (September 24, 1970), 

I 

... 



Adjusted 
Gross Income $0-1.000 $1.001-2.000 

First $999 1,042,970 $ 
$1,000-1,999 22,165,407 969,525 

2,000-2,999 81,154,408 23,768,328 
3,000-3,999 133,508,585 90,004,220 
4,000-4,999 157,463,419 131,457,210 

5, 000-5, 999 1S2,06l, l9S 138,783,131 
6, 000-6, 999 143,257,589 137,015,309 
7,000-7,999 131,844,565 128,673,644 
8, 000-8, 999 116,073,783 114,445,721 
9,000-9,999 99,294,772 98,248,519 

10,000-10-999 81,412,093 80,785,436 
11,000-11,999 63,299,362 62,868,125 
12, 000-12, 999 49,223,960 48,929,668 
13, 000-13, 999 38,983,020 38,700,527 
14, 000-14, 999 30,414,225 30,226,007 

15,000-19,999 91,529,780 90,966,092 
20, 000-24, 999 43,385,586 43,117,582 
25, 000-29, 999 22,603,997 22,474,190 
30,000-34,999 11,212,532 11,147,625 

35, 000-39, 999 6,199,757 6,154,077 
40, 000-44, 999 3,501,786 3,468,510 
45, 000-49, 999 2,312,290 2,298,910 

so, 000-74,999 5,455,720 5,400,795 
75 ,000-99, 999 1,667,796 1,644,277 

l 00 , 000 and over 1.793.788 1,754.846 

Total $1,490,862,385 $1,313,302,274 

TABLE A. 3.--DISTRIBUTION OF NET TAXABLE INC� BY $1,000 INCCNE BRACKETS UNDER 

$2.001-3.000 

$ 

917,187 
28,200,534 
86,863,926 

111,450,925 
122,719,359 
121,830,245 
111,255,153 

96,508,232 

79,816,116 
62,264,407 
48,529,942 
38,379,665 
29,992,434 

90,416,561 
42,907,690 
22,357,887 
11,083,319 

6,125,061 
3,4Sl, 18S 
2,286,877 

5,366,558 
1,628,182 
1.718.136 

$1,126,069,581 

CONFORMITY STRUCTIIRE TAX YEAR 1971 

Net Taxable Income 

$3.001-4.000 $4.001-5.000 $5.001-6.000 

$ $ $ 

987,474 
24,755,537 760,848 

67,906,809 16,806,561 536,332 
94,948,948 53,683,762 11,450,522 

106,783,641 79,144,053 40,670,985 
104,362,262 88,747,984 61,301,957 

93,274,328 85,993,880 69,777,497 

78,206,181 75,106,451 67,745,437 
61,341,608 59,897,474 56,935,703 
47,963,965 47,207,230 45,914,111 
37,983,411 37,509,420 36,823,628 
29,685,886 29,352,510 28,901,395 

89,735,204 88,910,013 87,951,312 
42,689,152 42,458,358 42,184,737 
22,262,025 22,166,761 22,090,721 
11,021,297 10,981,573 10,937,024 

6,097,906 6,077,062 6,050,745 
3,424,720 3,408,877 3,390,931 
2,278,417 2,271,066 2,262,284 

5,348,252 5,327,431 5,302,125 
1,617,787 1,610,702 1,599,007 
l.690.754 11665

1
388 1,645.497 

$934,365,564 $759,087,404 $603,471,950 

$6. 001-7. 000 

319,800 
7,473,643 

28,864,551 
44,484,972 

51,998,074 
49,829,436 
43,141,619 
35,661,853 
28,282,386 

86,814,960 
41,880,689 
21,980,283 
10,897,054 

6,025,619 
3,370,744 
2,251,736 

5,279,321 
1,585,772 
1.633,681 

$471,776,193 

$7,001-8
1
000 $8.001-9.000 

$ 

186,030 
4,672,950 102,846 

18,407,215 2,826,588 

31,049,123 11,437,312 
35,975,061 19,864,321 
36,660,277 24,783,848 
33,098,707 27,312,104 
27,198,823 24,826,197 

85,409,459 83,235,628 
41,548,578 41,143,036 
21,878,203 21,752,355 
10,850,915 10,804,504 

6,008,500 5,984,625 
3,354,362 3,345,448 
2,235,388 2,228,589 

5,264,518 5,249,730 
1,570,297 1,562,590 
1

1
621

1
81& 1.606 .876 

$366,990,222 $288,066,597 

$9 .001-10.000 

$ 

63,102 

1,800,367 
6,590,951 

12,672,283 
17,807,105 
19,830,867 

79,145,278 
40,669,413 
21,613,416 
10,751,277 

5,965,414 
3,329,189 
2,223,450 

S,231,409 
1,560,261 
1,598.556 

$230,852,338 

' 

"" 

"' 

� 

' 



Adjusted 
Gross Income 

First $999 
$1,000-1,999 

2,000-2,999 
3,000-3,999 
4, 000-4, 999 

5,000-5,999 
6,000-6,999 
7,000-7 ,999 
8,000-8,999 
9, 000-9, 999 

10,000-10,999 
11, 000-11, 999 
12,000-12, 999 
13,000-13,999 
14, 000-14, 999 

15, 000-19, 999 
20, 000-24, 999 
25, 000-29, 999 
30,000-34,999 

35, 000-39, 999 
40, 000-44, 999 
45, 000-49, 999 

50,000-74,999 
75, 000-99, 999 

100,000 and over 

Total 

$10,001-11,000 

40,396 
1,057,223 
4,005,933 
8,635,487 

12,514,256 

71,146,675 
40,213,121 
21,452,980 
10,690,256 

5,937,088 
3,314,205 
2,215,998 

5,209,844 
1,556,855 
1.591.436 

$189,581, 7S3 

$11.001-12,000 

24,279 
690,412 

2,735,875 
5,926,921 

58,290,886 
39,648,161 
21,276,226 
10,624,866 

5,908,403 
3,305,312 
2,204,222 

5,193,605 
1,551,368 
1,583.248 

$158,963,784 

TABLE A,3,--DISTRIBUTION OF NET TAXABLE INCOME BY $1,000 INCOME BRACKETS UNDER 
CONFORMITY STRUCTURE, TAX YEAR 1971 (Continued) 

Net Taxable Income 

$12.001-13.000 

$ 

$13 1001-141 000 $14,001.1s 1000 $15.001-16.000 $16.001�17 .000 $17.001-18.000 $18.001-19.000 $19.001·20,000 

16,277 
475,116 

1,797,832 

42,504,533 
38,753,836 
21,084,646 
10,558,225 

5,886,093 
3,288,468 
2,196,158 

5,174,295 
1,546,361 
1.578.131 

$134,859,971 

$ $ 

8,630 
312,374 

26,929,925 
37,083,715 
20,875,776 
10,481,145 

5,853,546 
3,274,057 
2,193,148 

5,161,925 
1,541,139 
1.572.426 

4,975 

14,680,539 
34,059,502 
20,677,897 
10,403,507 

5,822,430 
3,261,537 
2,180,678 

5,147,120 
1,537,051 
1.569.507 

$115,287,806 $99,344,743 

$ $ $ $ $ 

6,682,755 2,332,840 563,300 81,961 l, 931 
29,382,127 23,189,551 16,339,842 10,036,094 5,393,786 
20,423,870 20,053,479 19,420,962 18,221,546 16,343,897 
10,326,059 10,255,951 10,179,794 10,078,986 9,956,430 

5,788,084 5,744,620 5,700,282 5,662,537 5,629,645 
3,245,062 3,228,163 3,213,501 3,196,551 3,170,731 
2,169,589 2,160,863 2,152,617 2,143,497 2,136,690 

5,131,695 S, 116,346 5,106,234 5,094,419 5,081,529 
1,533,454 1,530,981 1,528,897 1,527,705 1,523,170 
1.566.060 1.560.016 1.548.866 1.541.187 1.536,933 

$86,248,755 $75,172,810 $65,754,295 $57,584,483 $50,774,742 



Adjusted 
Gross Income 

First $999 
$1,000-1,999 

2,000-2,999 
3,000-3,999 
4, 000-4, 999 

5,000-5,999 
6, 000-6, 999 
7,000-7,999 
8,000-8,999 
9,000-9,999 

10,000-10,999 
ll,000-11,999 
12,000-12,999 
13,000-13,999 
14,000-14,999 

15,000-19,999 
20, 000-24, 999 
25,000-29,999 
30, 000-34, 999 

35, 000-39, 999 
40, 000-44, 999 
45 ,000-49, 999 

50,000-74,999 
75,000-99,999 

l 00, 000 and over 

Total 

TABLE A. 3. ··DISTRIBUTION OF NET TAXABLE INCOME BY $1,000 INCOME BRACKETS UNDER 
CONFORMITY STPUCTURE 1 TAX YEAR 1971 (Continued) 

Net Taxable Income 

$20,001-21,000 $21,001-22,000 $22,001-23,000 $23,001-24,000 $24,001-25,000 $25,001-30,000 $30,001-35,000 $351001-401000 $401001-45,000 $45,001-501 000 

$ $ $ $ $ $ $ $ $ $ 

2,362,845 769,595 180,951 26,974 687 
13,800,455 10,688,061 7,395,721 4,512,645 2,439,471 1,497,122 

9,768,687 9,495,782 9,048,517 8,337,722 7,359,197 16,752,167 670,633 

5,587,367 5,545,312 5,494,289 5,433,885 5,337,596 22,873,506 8,194,398 265,655 
3,149,314 3,133,578 3,117,501 3,100,379 3,075,352 14,856,852 11,979,563 4,320,887 176,814 
2,123,434 2,110,540 2,099,802 2,088,175 2;080,068 10,211,775 9,675,135 7,535,498 2,716,584 133,084 

5,067,206 5,048,393 5,026,009 5,006,657 4,986,983 24,714,016 24,194,137 23,335,378 20,988,109 15,736,748 
1,516,528 1,511,572 1,507,096 1,499,525 1.,493,076 7,423,841 7,312,845 7,209,088 7,134,691 7,039,359 
l.531.578 l.525.034 l,5:Z..,161 1,520.596 1,515.964 7.506.078 7,401.659 7 .331.355 1, i45 ,026 7 I 194. 195 

$44,907,414 $39,827,867 $35,393,047 $31,526,558 $28,288,394 $105,835,357 $69,428,370 $49,997,861 $38,261,224 $30,103,386 



TABLE A. 3. ··DISTRIBUTION OF NET TAXABLE INCOME BY $1,000 INCOME BRACl(ETS UNDER 
CONFORMITY STRUCTURE. TAX YEAR 1971 (Continued) 

Net Taxable Income 

Adjusted $50,001- $55,001- $60,001- $65 ,001- $70,001- $75,001- $80,001- $85,001- $90,001- $95,001-
Gross Incmr.e 55.000 60.000 65.000 70.000 75.000 80.000 85.000 90.000 95.000 100,000 

First $999 $ $ $ $ $ $ $ $ $ 
$1,000-1,999 

2, 000-2, 999 
3,000-3,999 
4,000-4,999 

5,000-5,999 
6,000-6,999 
7,000-7,999 
8,000-8,999 
9,000-9,999 

10,000-10,999 
11, 000-11, 999 
12,000-12,999 
13,000-13,999 
14,000-14,999 

15 ,000-19, 999 
20, 000-24, 999 
25, 000-29, 999 
30, 000-34, 999 

35,000-39,999 
40, 000-44, 9 99 
45, 000-49, 999 

so, 000-74,999 9,844,379 5,396,367 2,300,143 503,086 12,210 
75, 000-99, 999 6,925,200 6,739,235 6,297,564 5,420,844 3,940,732 2,533,677 1,373,381 572,282 100,877 3,177 

100 , 000 and over 7 .119 .280 7,046,404 6,969,607 6,921,883 6,825.753 6. 715.105 6 .540.640 6. 240.539 5,900,061 5,339,529 

Total $23,888,859 $19,182,006 $15,567,314 $12,845,813 $10,778,695 $9,248,782 $7,914,021 $6,812,821 $6,000,938 $5,342,706 

!I Total net taxable income will not equal income subject to tax as shown in Table A. 2 due to rounding, 

Source: Virginia Department of Taxation, "Statistics of Virginia Individual Income Tax Returns," Special Computer Printout (Richmond: February, 1973). 

$100,001 
and over 

$ 

108.940.628 

$108,940,628 

TotaU!I 

$ 1,042,970 
23,134,932 

105,839,923 
252,700,813 
401,300,940 

487,544,953 
563,395,289 
616,606,806 
629,827,207 
608,879,105 

559,396,986 
479,947,950 
409,739,525 
354,114,548 
299,267,088 

1,097,329,632 
699,425,608 
461,344,592 
274,675,044 

177,353,502 
113,453,579 

85,176,562 

256,802,692 
108,978,242 
251,231.223 

$9,318,509,711 

' 

... 

°' 
� 
' 



TABLE A.4. ··NUMBER OF RETURNS AND NUMBER OF EXEMPTIONS BY AGI CLASSIFICATION FOR VIRGINIA INDIVIDUAL INCCMI! TAX RETURNS, TAX YEAR 1971 

11,l AL 
____ .-.u��Lrt. yt 

,., I UJ:l'lo 

lOTAL �UMcl� uf tX�MPllLNi 
--"� Ali.L_l!,;_R ______ ... 

NUMBER Of RclURNS CLASSIFIED BY NO. OF 
EXtM�TIONS LTH�k THAN AGE Ok_.!�INDNESS 

Aui LL�j�ltl���l�N BLINDNESS ,:;�L $1�� TulAL l 2 3 4 5 6/0VER 
-•"'---�''-''-''---------------- ---------- -- ------- --------------·----

J�� 1v l�LAL ri�lUhN::. �l,i�U tl,B�C 3,730 1,636 a1s b6,C97 BC,7�0 110 636 200 69 45 
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TABLE .A.4. --NUMBER OF RETURNS AND NUMBER OF EXEMPTIONS BY AGI CLASSIFICATION FOR VIRGINIA INDIVIDUAL INC<IIE TAX RETURNS, TAX YEAR 1971 (Continued) 
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TABLE A.4. ··NtlMBEll OF UTIJRRS AND NUMBER OF EXIHPTIOIIS IY AGI CLASSIFICATION FOR VIRGINIA INDIVIDUAL INC<II! TAX UTURRS, TAX TEAil 1971 (Colltinued) 
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Source: Virginia Department of Taxation, 11Stat11tic1 of Virginia Individual 
February, 1973). 

EXl::IIPT JONS NUMBER Uf 
EXE:MPUONS 

noc, TOT�- 1 2 

165 1,367 532 9 
321&79 11a23 

5,973 978 518 
165 391519 11510 21350 

112 754 291 6 
181326 11056 

31l69 513 238 
82 221249 804 1,300 

44 lt60 l'il 2 
lQ.u:99 580 

1,950 357 116 
41i 1,1709 551t 698 

25 3&1 130 l 
6,652 379 
lp'o$0 239 115 

25 8,403 369 465 

6� 783 346 5 
...lh158 833 

3,li"i'r 600 22U 
69 1919711 • ..,-946 11058 

20 299 127 2 
41462 233 

.h248 228 75 
26 61009 355 310 

37 443 179 2 
31802 300 
1,567 354 102 

37 51812 5::l3 401t 

b5...148't 
13 

71t7!0l6 
2,294,51t9 

'i81525 31057 
1,5311 

1_120011011 
b5,,,9n,24 .. ,c.9°3 

931llllt 
9"1, 169 

13,73b 
Jld, J.H 

Income Tax lleturn1 for Taxable Year 1971", 
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TABLE A.5.--STATE INDIVIDUAL INCOME TAXES: 
RATES, DECEMBER 31, 1971 

Federal 

Net income after Rate tax de -
State personal exemption (percent) ductible Special rates or features 

Alabama ............... First S1 .000 ........•. 1.5 X . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$1,001-$3,000 ........ 3 
$3,001-S5,000 ........ 4.5 
Over $5,000 .......... 5 

Alaska . . . . . . . . . . . . . . . 16 percent of the total Federal income tax that would · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · 

be payable for the nme taxable year at the Federal 
tax rates in effect on December 31, 1963. 

Arizona' •2 
. . . . . . . . . . . . First S1 ,000 .......... 2 X . · · · · · · · · · · · · · · · · · · · · · · · · · · ·

· · · · ·  

$1,001·$2,000 ........ 3 
$2,001-$3,000 ........ 4 

$3,001-$4,000 ........ 5 
$4,001-$5,000 ........ 6 

$5,001-$6,000 ........ 7 
Over $6,000 .......... 8 

Arkansas .............. First $2,999 .......... 1 . . . . . . . . . . . . . . . . . . . . . . .. . . . . . .
. . . . . . . ..

$3,000-$5,999 ......•. 2.5 
$6,000-$8,999 ........ 3.5 
$9,000-$14,999 ....... 4.5 
$15,000-$24.999 ...... 6 
$25,000 or over ....... 7 

California' • · · · · · · · · · · · First $2,000 .......... 1 . . . . The following rates apply to heads of 
$2,001-$3,500· ........ 2 

I 
households: 

$3,501-$5,000 ........ 3 First $3,000 . .•.......•• 1'1(, 
$5,001-$6,500 ........ 4 

I
$3,001-$4,500 ......... .2 

$6,501-$8,000 .....•.. 5 $4,501-$6,000 .......... 3 
$8,001-$9,500 ........ 6 $6,001-$7,500 . ..•...•.. 4 
$9,501-$11,000 ....... 7 $7,501-$9,000 .......... 5 
$11,001-$12,500 ...... 8 I 

I
$9,001-$10,500 ......... 6 

$12,501-$14,000 ...... 9 $10,501-$12,000 ........ 7 
Over $14,000 ......... 10 I $12,001-$13.500 ........ 8 

I
$13,501-$15,000 ........ 9 

I
Over $15,000 ...•.•...• 10 

Colorado · · · · · · · · · · · · · First $1,000 .......... 3 X Surtax on income from intangibles in 
$1,001-$2,000 ........ 3.5 

I 
excess of $5,000, 2 percent. Taxpayers 

$2,001-$3,000 ........ 4 

I
are allowed a credit equal to 1/2 of 1 

$3,001-$4,000 ........ 4.5 percent of net taxable income on the 
$4.001-$5,000 ........ 5 first $9,000 of taxable income.3 A $7 
$5,001-$6,000 ........ 5.5 

I
tax credit is allowed each taxpayer and 

$6,001-$7,000 ........ 6 each dependent for sales tax paid on 
$7,001-$8,000 ........ 6.5 food. If there is no income tax liability 
$8,001-$9,000 ........ 7 the taxpayer can apply for a refund. 
$9,001-$10,000 ....... 7.5 A property tax credit or refund is also 
Over $10,000 ......... 8 provided for senior citizens. See table 96. 

Connec,icut . . . . . . . . . . . Capital gains 6 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
. . .  , . . .

(including dividends) 

Delaware . . . . . . . . . . . .. . First Sl ,000 .......... 1.5 x• . . . . . .. . . . . . . . . . . . . . . . . . . . . .
. . . . . .

$1,001-$2.000 ........ 2 
$2,001-$3,000 ........ 3 
$3,001-$4,000 ........ 4 
$4,001-$5,000 ........ 5 
$5,001-$6,000 ........ 6 

$6,001-$8,000 .... 7 
$8,001-$20,000 ....... 8 

$20,001-$25,000 ...... 8.5 

$25,001-$30,000 ...... 9 
$30,001-$40,000 ...... 11 

$40,001-$50,000 ...... 12 
$50,001-$75,000 ...... 14 
$75,001-$100,000 ..... 15 
Over $100,000 ........ 18 

-

Sl!e foorno1es at the end of table. 
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TABLE A.5.--STATE INDIVIDUAL INCOME TAXES: 

State 

Georgia .....•......... 

Hawaii1 
· · · · · · · · · · · · · ·  

ldaho1 
· · · · · · · · · · · · · · ·

Illinois · · · · · · · · · · · · · · ·

Indiana ............... 

Iowa .....•......•.... 

Kansas · · · · · · · · · · · · · · ·

See footftotes at the end of rable. 

RATES, DECEMBER 31, 1971 (Continued) 

Net income after 
personal exemption 

First $1,000 .......... 
$1,001-$3,000 ........ 
$3,001-$5,000 ........ 
$5,001-$7 ,000 ........ 
$7,001-$10,000 ....... 
Over $10,000 ......... 

First $500 · · · · · · · · · · ·
$501-$1,000 . . . . . . . . .
$1,001-$1,500 ........ 
$1,501-$2,000 ........ 
$2,001-$3,000 ..... , .. 
$3,001-$5,000 ...•.... 
$5,001-$10,000 ....... 
$10,001-$14,000 ...... 
$14,000-$20,000 ...... 
$20,001-$30,000 ...... 
Over $30,000 ......... 

First $1,000 .......... 
$1,001-$2,000 ........ 
$2,001-$3,000 ........ 
$3,001-$4,000 ........ 
$4,001-$5,000 ..... • ... 
Over $5,000 .......... 

Total net income · · · · · ·  

Adjusted gross 
income .............. 

First $1,000 .......... 
$1,001-$2,000 ........ 
$2,001-$3,000 ........ 
$3,001-$4,000 ........ 
$4,001-$7,000 ........ 
$7,001-$9,000 ........ 
(?ver $9,000 .......... 

First $2,000 .......... 
$2,001-$3,000 ....•... 
$3,001-$5,000 ........ 
$6,001 $7,000 ........ 

Over $7,000 .......... 

Federal 
Rate tax de· 

(percent) ductible 

1 . . . .

2 
3 
4 

5 
6 

2.25 . . . .

3.25 
4.50 
5.00 
6.50 
7.50 
8.50 
9.50 

10.00 
10.50 
11.00 

2.5 X 

5.0 
6.0 
7.0 
8.0 
9.0 

2.5 . . . .

2 . . . .

0.75 X 

1.5 
3 
4 

5 
6 

7 

2 X 

3.5 
4 
5 

6.5 

I 

I 

Special rates or features 

Rates shown in table apply to married per 
sons filing jointly and heads of households 
The following rates apply to single person 
First S750 ................. 1% 
S751-S 2,250 .. ............. 2 
S2,251-S3,750 ... ..... ...... 3 
S3,751-S 5.250 ............... 4 
SS,251-$7,000 ....... ........ 5 
Over 57,000 ...... .......... 6 

s: 

es For married persons filing separately, rat 
for married filing jointly apply to income 
classes halt as large. 

Alternative tax on capital gains: Deduct 
50 percent of capital gains and pay an 
additional 4 percent on such gains. The 
income classes reported are for individ· 
\lals. For joint returns the rates shown 
apply to income classes twioe as large. 
Special tax rates are provided for heads 
of households ranging from 2.25% on 
taxable income not over $500 to 11 % on 
taxable income in excess of $6 0,000. A 
sales tax credit based on modified adjust· 
ed gross income brackets is provided, 
ranging from $1 to $21 per qualified 
exemption. Taxpayers are also provided 
credits for students attending institutions 
of higher learning (S5 to $50) and 
dependent children attending school in 
grades kindergarten to twelve ($2 to 
$20). The amount of credit is based on 
size of A.G.I. If a taxpayer's credits 
exceed his tax , a refund will be made. 
See table 96. 

For a surviving spouse and a head of a 
household the rates shown apply to in-
come classes twice as large. A $10 filing 
fee is imposed on each return. A $10 tax 
credit is allowed for each personal exemp-
tion for sales tax paid. For taxpayers 6 5  
or over , a refund will be made if credits 
exceed tax. See table 96. 

. · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · ·  

A $8 tax credit is allowed each taxpayer 
and each dependent for sales tax paid on 
food. If there is no income tax liability, 
the taxpayer can apply for a refund. 
See table 96. 

Residents or nonresidents with net in-
come of $3,000 or less are nontaxable. If 
payment of the tax reduces net income to 
less than $3,000 the tax is reduced to 
that amount that would result in allow -
ing the taxpayer to retain a net income 
of $3,000. 

The income classes reported are for in-
dividuals and heads of households. For 
joint returns the rates shown apply to 
income dcr::.�e� twice a::. large. A c1edit 

for property taxes is allowed for senior 
citiien homestead relief. Cash refunds 
granted if tax credit exceeds income 
tax due. See Table 96. 
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TABLE A.5.--STATE INDIVIDUAL INCOME TAXES: 

State 

Kentucky ..•••....••.• 

Louisiana• ••.••...•.•• 

Maine .•.••••....•.... 

Maryland ••.••••..•..• 

Massachusetts ••••...••• 

Michigan .•.•.•.......• 

Minnesota ........... . 

Mississippi ....•....... 

Sae footnotes at the end of table. 

RATES, DECEMBER 31, 1971 (Continued) 

Net income after 
personal exemption 

First $3,000 .........• 
$3 ,001-$4,000 ....... . 
$4,001-$5,000 ....... . 
$5,001-$8,000 ...•.... 
Over $8,000 ......... . 

First $10,000 ........ . 
$10,000-$50,000 ..•... 
Over $50,000 .•....... 

First $2,000 ......... . 
$2,001-$5,000 ....... . 
$5,001-$10,000 ...... . 
$10,001-$25,000 ..... . 
$25,001·$50,000 ....•. 
Over $50,000 ........ . 

Fint $1,000 ........•. 
$1,001-$2,000 •....... 
$2,001-$3 ,000 .......• 
Over $3,000 •........• 

Earned income .•....•. 
Interest and dividends, 
capital gains on in · 
tangibles .... .-..•..... 

All taxable income ..... 

First$500 .......... . 
$501-$1,000 ........ . 
$1,001-$2,000 ....... . 
$2,001-$3 ,000 ....... . 
$3,001·$4,000 ....... . 
$4,001·$5,000 ....... . 
$5,001-$7,000 ....... . 
$7 ,001·$9,000 ....... . 
$9,001·$12,500 ...... . 
$12,501-$20,000 ..... . 
Over $20,000 ........ . 

First $5,000 ......... . 
Over $5,000 ...•...... 

R1111 
lpercant) 

Federal 
tax de· 
ductible Special rates or features 

2 

3 
4 
5 
6 

2 
4 
6 

1 
2 

3 
4 
5 
6 

2 
3 
4 
5 

5 

9 

3.9 

1.55 
2.1 
3.25 
5.4 
6.6 5 
7.9 
9.1 

10.25 
11.4 
12.5 
13.5 

3 
4 

x' 

City income tax 

Not over $100 ... . 
$101-$150 ..... . 
$151·S200 ..... . 
OverS200 ... . 

Property tax 

Not over $100 .. 
$101-$150 ..... . 
$151-SlO,OOO ... . 
Over $10,000 ... . 

The income classes reported are for 
individuals and heads of households. 
For joint returns the rates shown apply 
to income classes twice as large. 

A credit is allowed for State personal 
property taxes payable. 

A consumer tax credit is allowed of $4 
each for the taxpayer and his spouse and 
S8 for each qualified dependent. If there 
is no income tax liability the taxpayer 
can apply for a refund. See table 96. 

The following credits are allowed (not to 
exceed the taxpayer's State income tax 
liability): 

Credit 

20% of city tax 
$20 + 10% of excess over $100 
$25 + 5% of excess over $150 
$27.50 + 5% of excess over $250 
Maximum credit $10,000 

Credit 

20% of property tax 
$20 + 10% of excess over $100 
$25 + 5% of excess over $150 
4% of property tax 

A lessee of a homestead is allowed a similar credit. In such a 
case 17% of the gross rent paid by the lessee is deemed to be 
property tax. 

X After 1971, the rates range from 1.6% on 
the first $500 to 15% on income over 
$20,000. A credit for property taxes is 
allowed for senior citizen homestead relief 
and for renters. Cash refund granted if tax 
credit exceeds income tax due. See table 96. 
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TABLE A.5.--STATE INDIVIDUAL INCOME TAXES: 

State 

Missouri 

Montana .....•.•..•... 

Nebraska2 

New Hampshire ....... . 

New Jersey ........... . 

New Mexico 1•2 ••••••••• 

See footnotes at the end of table. 

RATES, DECEMBER 31, 1971 (Continued) 

Net income after 
personal exemption 

First S1 ,000 ......... . 
S1,001-S2,000 ....... . 
S2,001-S3,000 ....... . 
$3,001-$4,000 ....... . 
$4,001·$5,000 ....... . 
S5,001·S6,000 ..•..... 
$6,001·$7,000 ....... . 
$7,001-$8,000 ....... . 
S8,001-S9,000 ....... . 
Over $9,000 ........ . 

First $1,000 ......... . 
$1,001 ·$2,000 ....... . 
$2,001-$4,000 ....... . 
S4,001·S6,000 ....... . 
$6,001·$8 ,000 ....... . 
S8,001·S10,000 ...... . 
Sl0,001-$14,000 ..... . 
$14,001-$20,000 ..... . 
S20.001-S35,000 ..... . 
Over $35,000 .•....... 

Ra,e 
(percent) 

1.5 
2 
2.5 
3 
3.5 
4 
4.5 
5 
5.5 
6 

2 
3 
4 
5 
6 
7 
8 
9 

10 
11 

Federal 
tax de· 
ductible 

X 

The tax is imposed on the taxpayer's Federal in· 
come tax liability before credits , with limited 
adjustments. The rate is set as a flat percentage by 
the State Board of Equalization and Assessment 
on or before November 15 annually for the tax · 
able year beginning during the subsequent calendar 
year. The rate for 1971 was 10% (1972-15%1. 

Interest and 
dividends (excluding 
interest on savings 
deposits) ........... . 
Commuter's income tax . 

First $1,000 ......... . 
Sl,001-$3,000 ..•..... 
$3,001-$5,000 .....•.. 
$5,001-$7,000 ....... . 
$7,001-$9,000 ....... . 
$9,001-$11,000 ...... . 
$11,001-$13,000 ..... . 
$13,001-$15,000 ..... . 
$15,001-$17,000 ..... . 
$17,001-$19,000 ..... . 
$19,001-$21,000 ..... . 
$21,001-$23,000 ..... . 
Over $23,000 ........ . 

First $500 .......... . 
$501-$1 ,000 ........ . 
$1,001-$1,500 ....... . 
$1,501-$2,000 ....... . 
$2,001-$3,000 ....... . 
$3,001-$4,000 ....... . 
$4,001 -$5,000 ....... . 
$5,001-$6,000 ....... . 
$6,001-$7,000 ....... . 
$7,001-$8 ,000 ....... . 
$8,001-$10,000 ...... . 
$10,001-$12,000 ..... . 
$12,001-$20,000 ..... . 
$20,001-$50,000 ..... . 
$50,001-Sl 00,000 .... . 
Over $100,000 ....... . 

4.25
4 

2 
3 
4 
5 
6 
7 
8 

9 

10 
11 
12 
13 
14 

1 
1.5 
1.5 
2.0 
2.5 
3.0 
3.5 
4.0 
4.5 
5.0 
6.0 
7.0 
7.5 
8.0 
8.5 
9 

Special rates or features 

After computing the tax liability pur· 
suant to these rates , there shall be 
added as a surcharge , 40% of the tax 
liability. The minimum tax is St on all 
individuals having taxable income. 

A S7 tax credit is allowed each taxpayer 
and each dependent for sales tax paid 
on food. If there is no income tax 
liability the taxpayer can apply for a 
refund. See table !le. 

Tax applies to commuters only, New 
Jersey -New York area. 

The income classes reported are for single 
individuals and married individuals filing 
separate returns. For heads of house - · 
holds and married individuals filing joint 
returns the rates shown apply to income 
classes twice as large. 
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TABLE A.5.--STATE INDIVIDUAL INCOME TAXES: 

State 

New York ........•.•.. 

North Carolina ......... 

North Dakota .......... 

Ohio ................. 
(elf. 111n21 

Oklahoma• ............ 

Oregon ............... 

Pennsylvania ........... 

Rhode Island . . . . . . . . . .

South Carolina ......... 

See footnotes at the end of table. 

RATES, DECEMBER 31, 1971 (Continued) 

Federal 
Net income after Rate tax de· 

personal exemption (percent) ductible 

First $1,000 .......... 2 . . . .

$1,000-$3,000 ........ 3 
$3,001-55,000 ........ 4 
$5,001-$7,000 ........ 5 
$7,001-$9,000 ........ 6 
$9,001-$11,000 ....... 7 
$11,001-513,000 ...... 8 

$13,001-$15,000 ...... 9 
$15,001-$17,000 ...... 10 
$17,001-$19,000 ....•. 11 
$19,001-$21,000 ...... 12 
$21,001-$23.000 ...... 13 
Over $23,000 ......... 14 

First $2,000 .......... 3 . . . .

$2,001-$4,000 ........ 4 
$4,001-$6,000 ........ 5 
$6,001-$10,000 ....... 6 
Over $10,000 ......... 7 

First $3,000 ........•. 1 X 

$3,001-$4,000 ........ 2 

$4,001-55,000 ........ 3 
$5,001-$6,000 ........ 5 
$6,001-$8,000 ........ 7.5 
$8,001-$15,000 ....... 10 
Over $15,000 ....•.... 11 

First $5,000 .......... y, . . . .

$5,001-$10,000 ....... 1 
$10,001-$15,000 .•.... 2 
$15,001-$20,000 ...... 2% 
S20,001-S40.000 ...... 3 
Over $40,000 ......... 3Y, 

First $1,000 .......... 1/2 . . . .

$1,001-$2,500 ........ 1 
$2,501-$3,750 ........ 2 
$3,751-$5,000 ........ 3 
$5,001-$6,250 ........ 4 
$6,251-$7,500 ........ 5 

Over $7,500 .......... 6 

first $500 ........... 4 X 

$501-$1,000 · · · · · · · · · 5 
$1,001-$2,000 ........ 6 
$2,001-$3,000 ........ 7 
$3,001-$4,000 ........ 8 

$4,001-$5,000 ........ 9 

Over $5,000 .......... 10 

All taxable income ..... 2.3 . . . .

The tax is imposed on the taxpayer's modified 
Federal income tax liability. The rate for 1971 
is 17 .5% , for taxable years beginning on or 
after 111n2. 15%. 

x• 
$2,001-$4,000 . . . . . . . . 3 
$4,001-$6,000 . . . . . . . . 4 
S6.001-S8,000 . . . . . . . . 5 
$8,001-$10,000 . . . . . . . 6 

I 
I 

Special rates or feat ures 

No tax is due from individuals with a N.V . 
A.G.I. of less than $2,000 wh 
ried , not the head of a housah 

o are not mar
old nor a sur
atment is simi
eral law. Income 
is taxed at 5'1:a 
s allowed: 

viving spouse. Capital gains tre 
lar to that provided under fed 
from unincorporated business 
percent. The following credit i 

If tax is- credit is-
$100 or less . . 

$100-$200 ... 
full amount 
difference b 
and amount 

of tax . 
etween S200 
of tax. 

S200or more no credit. 

In addition to the personal in come tax , a 3% 
inimum tax· 

emsl of in -
tax is imposed on the N.Y. m 
able income (tax preference it 
dividuals, estates, or trusts. 

. · · · · · · · · · · · · · · · · · · · · · · ·

An additional 1% tax is impos ed on net in· 
comes derived from a business , trade, or 

mployee. profession , other than as an e 
Effective for taxable years beg inning on or 
after 1/1/72, a 2nd. additional 
of taxable income is imposed , 
imum tax of $2.50 and a maxi 

. · · · · · · · · · · · · · · · · · · · · · · ·

tax of 1% 
with a min· 
mum of $12.50 

The income classes reported a r'? for in
filing sep
ates shown 
as large. 
olds range 
to6% 

dividuals and married persons 
arately. For joint returns the r 
apply to income classes twice 
The rates for heads of househ 
from 1 /2% on the 1st. $1,500 
on taxable income over S 11,5 00. 

The income classes reported ar e for in
d heads of 
ply to in

credit is 

dividuals. For joint returns an 
households the rates shown ap 
come classes twice as large. A 
provided in an amount equal t o 2 5  
percent of the Federal retirern ent income 

ch credit 
ome. 

tax credit to the extent that su 
is based on Oregon taxable inc 

· · · · · · · · · · · · · · · · · · · · · · · ·  

· · · · · · · · · · · · · · · · · · · · · · · · 

The tax does not apply to pers ons aged 
,able year. 
ources of 
are no 

65 or older who , during the ta 
receive gross income from all s 
not more than 52,800 if there 
dependents , or $4,000 if there is a de· 

"m�--w· 

Over $10,000 . . . . . . . . . 7 
- _ _ pend!_nt spouse or other depe nda_n_;_t. __ _ 

. - ··-
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TABLE A. 5 .--STATE INDIVIDUAL INCOME TAXES: 

State 

Tennuseot ............. 

Utah ...•.•..•.•••••.. 

I 

Vermont1 •••••••••.••. 

Virginia ............. . 

West Vi;ginia ••.••••••• 

RATES, DECEMBER 31, 1971 (Continued) 

Federal 
N1tt income after Rate tax ce• 

personal exem;,tion (percent) ducti:,h, 

lnter;,st and I dividends ...........• I 6 . . . . .  

I 
I 

First Sl.000 .....•.... I 2 X 

S1,001·S2.000 ........ 

I
3 

I
S2.001·S3,0CO ..•..... 4 

S3.C01-S4.000 .•...•.• 5 

S4,001·S5,000 ....•... I 6 

Over $5,000 ..•••..... 6.5 I 
The tu imposed at a rata of 25;. of the Federal 
incom• tax liability of the taxpay�r for the tax .. 
able year (after the al;owance oi retirement in-
come credit, investmo,nt credit. foreign tax credit 
and tax-fre, covenant bonds cr?dit, but beiora 
the allowance of ar.y other credit against that 
liat>,liry or the addition of any surtax upon that 
liability grantad or imposed ur.der Federal law), 
reduc.?d by a percentage ec;ual to the percentage 
of the taxpayer's adjustad gross income for the 
taxabl• year which is nor Vermont income. For 
taxable yaars beginning after Oecembet- 31. 1968 
a 15'1'o surcharge is impo;ad." 

Flrst S).000 . 
$3,001-S; ,000 
ss,001-s!�.ooo 
Over Sl.1. ,C.J\J 

i'irst 52.0Ctl .....•.... 
S2.CO 1-S<:.CGO •••••••• 
S..::,00 I -S'3.C:.O ....•... 
S5.COi -S3,CCO ..•....• 
sa.cu1.s10.ooo ...... . 
s10.001-s12.oco ..... . 
S12,C01 ·S14.0IJO ..... . 
S14,00l-S1o.OC0 ..... . 
S16,001·S18.000 ..... . 
s1a.co1-s20.ooo ..•... 
Sl0,C01-S22.0!l0 ..•... 
S22.001 ·S26.0CO •....• 
S25.001 -S32.000 ...•.• 
S32.COT-S3:.0:l0 ...•.. 
S3il.001-S4-..000 ..... . 
�.GOT-!'.;!jQ,CiJQ ..•... 
S50.IJC 1-SS:).000 ..... . 
S60.0C1·S70.0QO ..... . 
S7U,CO 1-S.�O.C'.!O ••...• 
S80,001-$!)0.00i) ..... . 
520.COi-SlCO.OOO •...• 
SICO.COi ·SlS0,000 .... 
Si 50,CO i -S2GO.OOO •.•• 
Over S2CO.OCO ....... . 

I 
I 
I 

I 
2 

3 

5 
5.75 

2.1 
2.3 
2.8 
3.2 
3.5 
4.0 
4.6 
4.9 
5.3 
5.4 
5.0 
6.1 
6.5 
6.S 
7.2 
7.5 
7.9 
8.2 
8.6 
8.8 
9.1 
9.3 
9.5 
9.6 

I 

I 
I 

Sp�cial rates or f�atures 

Oi 1tid:nds from corporations having at 
least 75 ;,ercent of their proparr, st:biect 
to the Tennessee ad valorem tax ari! taxed 
at 4 percent. 

.. . . . . .. . . . . . . .. . . . .. .. .. . . . . .. . . . . .. . .. . .

If a nxpayer"s liability exce,ocls, by any 
amount. what that liabi!;ty would have 
been had it baen determin!>d in acc,rd· 
2nce with the Feder:il 1:-.,emal Re'f9nua 
Code in effect on January 1, 1967. ,n-
stead of the federal statu::1 in effect for 
the year for which the return is filed a 
credit is allowed equal to 1C6� of thi! 
amount of the excess. applicable to the 
raxpay..,·s tax liability for the suc:eeding 
year. Resident taxpaye,s who are full· 
time studt!l1ts for at le35t rive months in 
the year are allowed a SiO cradit. Effee· 
rive June 1, 1 a69 a sales t3x credit based 
on modified adjusted gross i:icome 
brackets and number of exemptions is 
pro,idad. ranging from,.SO to S8t. If a 
taxplV&r's credits exci.fO .. his tax. a rs· 
fund will ba mad�. S;,e ubl• So. Eifer:-
tive January 1. la70 individuals as or 
old,r are provided a crec!i: for property 
ta:-:�s or rent cons:.itutlns propi!rt"f taxM. 
If incor,,e tax liability is le.s ::ian the 
credit the d;ffarence betw<Mn the liability 

., and tn.l! crecht "":111 be refund�. Sae 
tab!e 95. 

The income cf3s�es report::?d ar'! for in� 
dividu3ls i:nd he1ds of :,,,useh:lid.i. For 
joint returns the rates shown apply to 
income daises twice as lar!J�. 
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TABLE A. 5.--STATE INDIVIDUAL INCOME TAXES: 
RATES, DECEMBER 31, 1971 (Continued) 

Federal 
Net income after Rate tax de-

State penonal exemption (percent) ductible 

Wisconsin 2 •••••••••••• First $1,000 .......... 2.8 . . . .

$1,001-$2,000 .....•.. 3.1 
$2.001-$3,000 ........ 3.3 
S3,001-$4 ,000 ........ 4.3 
$4.001-$5,000 ..•.•... 4.S 
$5,001-$6 ,000 •....... 5.4 
$6,001-$7 ,000 .......• 5.9 
$7,001-$8 ,000 ........ 6.9 
$8,001-$9 ,000 ........ 7.5 
$9,001-$10,000 ....•.. 8.0 
$10,001-$11,000 ....•• 8.5 
$11,001-$12,000 ...... 9.0 
$12,001-$13,000 ...... 9.5 
$13,001-$14,000 ...... 10.0 
Over $14 ,000 ......... 10.4 

Washington, O.C. . .•...• First $1,000 ....•...•. 2 . . . .

$1,001-$2,000 ...•.... 3 
$2,001-$3 ,000 •.•..... 4 
$3,001-$5,000 •......• 5 
$5,001-$8 ,000 ......•. 6 
$8,001-$12,000 ....... 7 
$12,001-$17,000 ..•.•. 8 

$17,001-$25 ,000 ...... 9 
Over $25 ,000 ....•.... 10 

1 Community prc,perty Sme in which, in eeneral, 1/2 the community income is taxable IO Ndt spouse. 
1 Allows deduction of State tndividual income tax itself in computing SU1e· tax liability. 

Special rates or features 

For 19 7 2  and thereafter, the rates will 
range from 3. 1 % on the 1st. $1,000 to 
11.4% on taxable income over $14 ,000. 
A property tax credit is allowed for 
senior citizen homc!5tead relief. Cash 
refund granted if property tax credit 
exceeds income tax due. See table 9 6. 

Income from unincorporated business is 
taxed at 6 percent, minimum tax, $25. 
A tax credit is provided for low income 
taxpayers (AG I not over $6,000) for 
increased sales tax on food ($2 to $6 
credit per exemption). A refund is 
allowed if the credit exceeds tax 
liability. See table 96. 

1EffKti .. for t..--· beginning on or altw July 1. 1969, tupayon- only activities in the Stell conoilt of making-. who do not own or 

n,nt ,wl -- in the State and whose ,nnual groa Illes in or into Colorado MIOUnt to not more - $100,000. may llloc:t to PIIY I ta>c of 1/2 
of 1% of annual l'Oll '9Ceipts derived from sales in or into Colorado in lieu of paying an income tax. 

4limited to $300 for single persons and $600 for married penons filing joint retumL 
1 Limited to the '-r of (11 the F-11 income tu actually paid or accrUld for the taxable ,-r. or lbl thl F- llx thet -Id result from applying 

Iha F-ral - in effect on D ... mber 31, 1967 to F-al 11xable incoma for the -Ible ye•. 
• Limited to itemized returns. 
'Limited to SSOO - taxpayer. 
• The tu liability tor any taxable year shall not in any case equal an amount such that the combinad Vermont end Fedl'ral income tu: liability of Iha 

texpeyer for the ta>clble year. lfts the F-ral incoma tex liability (without conlidlntion of the -ction for Vormont incoma -II paid or 
a:cruedl - 41' -nt of the total incoma of the •payer for that---· The.,,_ is odleduled to twmi-the lint day of 
�of ... _ - following the fia:al - in which the -ing -of the fioc:al 1-deficit is retirad. 

·A 20" tfldit la 11-lllinst 11x11 due for 1971, --ting approximately OIIHlllf of the -Ill to the s- ...,lting from the-b'llent 
of withholding. 

Source: Connnerce Clearing House, State Tax Reporter, as shown in Advisory 
Conmission on Intergovernmental Relations, Stat-e-- Local Finances and Sug
gested Legislation, 1972 Edition {Washington: Government Printing Office, 
1972), pp. 201-207. 
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State 

Alabama •..••.•. , ••• ,., 

Arizona . . . . . . . . . . . . . . .

Arkansas . . . . . . . . . . . . . .

California ......•.. , .... 

Colorado ..............

Soo lootnotos at tho ond of tablo. 

TABLE A. 6 -- STATE TAXES: TYPES AND RATES, JANUARY 1, 1972 
(Percent) 

-------- -· ---·- ______________ .. _ .. 

Rate on 
tangible 

per-
sonal 
prop· Restau· 
ertv Admis- rant 

Tvpe or taK 1 at retail sions meals 

Retail sales 42 4 4 

do 3 3 3 

do 3 3 3 

dll 4 . . . . 4 

�o 3 . . . . 3 

Ratos on solected services subject to ta• 

Tran• 
sicnt 

lodging 

4 

3 

3 

. . . .

3 

Tele· 
phone 

and 
tcle· 

graph 

3 

3 

3 

. . . .

3 

Gas and 
elec· 

trici tv 

3 

3 

. . . .

3 

3' 

Wate r 

' 

3 

3 

. . . .

. . . .

Trans· 
porta· 
tion or 
persons 

and 
prop· 
ertv 

... . 

:t 

. . . .

. . . .

. ... 

Rates on other services and businesses 
subject to taic 

(including retail sales subject to 
special rates) 

Lease or rentJI of tangible property, 4% 
except, motor vcnich:ai Ui,d tr�Hi?r:, , %% and, 
linens and garments, 2%; argicultural ma· 
chinery and equiponant, and mining and 
manufacturing machinery, 1 %%; gross 
receipts of amusement operators, 4%. 

Lease or rental of real and tangible person· 
al property, advertising, printing, publishing, 
cont, acting, storage, and amusement opera· 
tors, 3%; extracting and processing minerals, 
2%; timbering, 1 �%; meat·p·acking and whole· 
s�le sales of feed to poultrymen and stock· 
men, 3/8%. 

Repair services, including automobile, elec· 
trical and other repairs, printing, photog· 
raphy, and receipts from coin-operated 
devices, 3%. Use tax on personal property of 
car riers and utilities, including motor carriers, 
railroads (eKcept fuel consumed in the opera· 
tion of railroad rolling stock), public pi:>e line 
carriers, airlines, tclcphon11 and telegraph 
companies, gas companies, water companies 
and electric companies, 1% through 6/30/72; 
lY,'lC,, 7/1/72-6/30/73; 2% 7/1/73-6/30n4; 
and 3% 7/1174 and thereafter. 

Renting, leasing, producing, fabrication, 
pror.cssiny, printing 01 in1printing of tangib le 
personal property, 4%. 

Selling, leasing or delivering in Colorado of 
tangible personal prop1:1.ty by a re1ail sale lor 
use, storaya, distribution or consun1ption 
within the State, 3%. 

-

I 
w 

-...J 
Vt 
I 



TABLE A.6. 

State Type of tax 1 

Connecticut5 ........... Retail sales 

Florida ..••....•.•...•• do 

Georgia . . . . . . . . . . . . . . . . do 

Ha111aii . . . . . . . . . . . . . . . .  Multiple 
stagP. 
sales 

Id.ho •........... , , , , , Retail Sales 

Illinois ................. do 

Seo footnotes al tho end ol table. 

STATE SALES TAXES: TYPES AND RATES, JAl�UARY 1, 1972 (Cont'd) 
(Percent) 

Rate on 
tangible  

per-

sonal 
prop· Restau-
erty Admis- rant 

at retail sions meals 

GY, . .  6%
1 

4 4 4 

3 3 3 

4 4 4 

3 3 3 

4 . . .  4 

Rates on selected servicos subject to tale 

Tran· 
sient 

lodging 

6% 

4 

3 

4 

.

3 

. . . .  

Tele-
phone 

and 

tele· 
graph 

&Ya'

4 

3 

. . . .  

. . . .  

. . . .  

Gas and 
elec• 

tricity 

&Ya' 

4
6 

3 

. . . .  

. . . .

. . . . 

Water 

8Y,
6 

. . . .  

. . . .  

. . . .  

. . . .  

. . . . 

_J 

Trans· 
porta· 
tion of 
persons 

and 
prop-
erty 

. . . .  

. . . .  

:14 

. . . .  

. . . .  

. . . . 

Rates on other services and businesses 
subject to tax 

(including retail sal es subject to 
special ratesl 

-

Storing for use or consumption of any 
article or item of tangible personal property, 
GY.%. 

Fishing, hunting, camping, swimming and 
diving equipment, 5% of wholesale price or 
cost. Rental, storage or furnishing of tax· 
able things or services, caltering, remodeling 
or repairing tangible personal propr.rty, lease 

· or rental of commercial offices or buildings, 
the rental of privately owned parking and 
docking facilities, wired television service, 
coin operated vending machines, 4%. 

Lease or rental of tangible personal prop-
erty, and charges on amusements and amuse-
mont devices, 3%. 

Manufacturers, producers, wholesalers, and 
selected service businesses, 1/2%; sugar proc-

essors and pineapple canners, 1 /2%; insur· 
ance solicitors, 2%; contractors, sales 
representatives, professions, radio broad· 
casting stations, service businesses and other 
businesses (not otherwise specified I, in· 
eluding amusement business, 4% . 

Renting, leasing, producin!J, fabricating, proc· 
cssing, printing or Imprinting of tangible 
personal property, and gross receipts of 
amusement operators, 3%. (!j% of the gruss 
receipts from sales of tickets to closed circuit 
telecasts of boxing, sparring and ,,ircstling 
matches I. 

Property sold in connection with a sah! of 
service, 4%; remodeling, repairing and recon-
ditioning of tangible pc1sonal property, 4%. 
Hotel operators are sul.Jjccl to a hotal 

--------···-----------

I 

l.,J 

-..J °' 
I 



State 

Illinois (cont'd I . . . . . . . .

Indiana ... , ..•• , .• , ••.. 

Iowa ....•..•... ,, .. , .. , 

Kansas . , ..•••... , .. , .. 

Kentucky . , . , ..•...••. , 

Louisiana .••••..•• , . , • , 

Maine ...•..•.••••••..• 

Soe lootnotos at the end of table. 

TABLE A.6. -- STATE SALES TAXES: TYPES AND RATES, JANUARY 1, 1972 (Cont'd)
(Percent) 

-

Rates on selectecl services subject to tax 

Rate on 
tangiblo 

per· Tele· 
sonal phone 
prop· Restau• Tran· and Gas and 
erty Admis- rant sient tole· aloe· 

Type of tax' at retail sions meals lodging graph tricity 
----

Retail sales 2 . . . . 2 2 2' 2' 

do 3 3 3 3 3 3 

do 3 3 3 3 3 3' 

do 5 5
8 

5 5 5 5
G 

do 3 3 3 3 . . . .  . . . .

do 5 . . . . 5 5 5 5 

Water 

2' 

3 

3
6 

5 

. . . .  

5 

Trans-
porta· 
tion of 
persons 

and 
prop· 
crty 

. . . .

. . . .

3" 

. . . .

. . . .

. . . .  

Rates on othor services and businesses 
subject to tax 

(including retail sales subject to 
special rates) 

-----------

occupancy tax of 5% of 95% of the gross 
receipts from the rental of rooms to 
transients. 

Lease or rental of tangible personal prop· 
erty, sales at auction, cable television service, 
2%. 

Laundry, drycleaning, automobile and cold 
storage, printing, repair service to tangible 
personal property, and gross receipts derived 
from operation of amusement devices and 
commercial amusement enterprises, 3%. 

Drycleaning, pressing, dyeing and laundry 
service (other than through coin-operated de-
vices); washing and waxing vehicles; sales to 
contractors, subconrrnctors or rep;;irmen of 
materials and supplies for use in building, 
improving, altering or repairing property for 
others; servicu or maintenance agreements; 
gross receipts from the operation of any 
coin-operated tlevice (other than laundry 
services); and lease or rental of t,ngible per· 
sonal property, 3%. 

Storage, use or other consumption of 
tangible personal property, sewer services, 
photography and photo finishing, 5%. 

Laundry, drycleanlng, automobile and cold 
storage, printing, repairing, renting, or leasing 
of tangible personal property, 3%. 

Renting, storing, fabricating or printing of 
l�ngible personal property, 5%. 

I 
I.A) 

....... 
....... 
I 



State 

Maryland •• , .••••.. , ..• 

Massachu1etts •• , .••. , ... 

Michigan . . . . . . . . . . . . . .

Minnesou 

Mississip�i9 

. · · · · · · · · · · · ·  

· · · · · · · · ·  . . .

See footnotes at tho end of table. 

TABLE A.6. 

Type of tax 1 

Retail sales 

do 

do 

do 

Multiple 
stage 
sales 

STATE SALES TAXES: TYPES AND RATES, JANUARY 1, 1972 (Cont'd) 
(Percent) 

Rate on 
tangible 

per• 
sonal 
prop· 
erty 

at retail 

41 

3 

4 

41 

51 

Admis· 
sions 

I O  I 0 

. . .  . 

. . . .  

4 

. . . .  

---

Rates on selected services subject to tax 

Tele· 
phone 

Rcstau- Tran• and Gas and 
rant sicnt tole· clec· 

meals lodging graph tricity Water 
�-

4' 4 . . . .  46 
. . . .  

' 
. . . .  . . . . . . . . . . . .

4 4 4 4 . . . .  

4 4 4 4 4 

5 5 5 s• 5 

---· 

--

Trans· 
porta· 
tion of 
persons 

and 
prop· 
erty 

. . . .

. . . .  

. . . .  

. . . . 

54 

-·--·

Rates on other services and busincues 
subject to tax 

(inc luding retail sales subject to 
special rates) 

Lease or r ental of tangible personal property, 
productio n, fabrication, or printing on 
special or 
facturing 

dcr, 4%; farm equipment, manu• 
machinery and equipment, 2%; 
,3%. watercraft 

R3nting, I r.asing, producing, fabricating, 
processing , printing or imprinting of tangi· 

al properly, 3%. Transient lodging 
to a 5.7% (5% plus 14% surtax) 
upancy excise tax .. 

blc i>crson 
is subject 
room occ 

Sales of p roperty to persons engaged in 
constructi ng, altering, repairing or improving 

others; and lease or rental of 
ersonal property, 4%. 

realty for 
tangible p 

Renting, I 
fabricatin 
property, 

easing, processing, producing, 
g or printing tangible personal 
4%; coin-operated vending ma

chines, 3 %. 

Wholesali ng, 1/8% (with following cxcep· 
tions: sale s of meat for human consumption, 

olic beverages, motor fuel, soft %%;alcoh 
drinks and syrups, 5%); extracting or mining 

s, 5%; specified miscellaneous 
(including bowling alleys, pool 

of mineral 
businesses 
parlors, la undry and dry cleaning, photo 

storage, certain repair services), finishing, 
5%, exccp t Collon ginning, 15d per bale; sales 

d track material (to a railroad whose 
ixcd) 3%; contracting (i:ont,acts 
$10,000), 2%%; fJrm tractors, 

of railroa 
rates are f 
exceeding 
1%; elrctr ic power associations; renting or 

anufacturi11g or procc�sing ma· leasing m 
chinery, a nd sales of manufacturing ma· 
chinery a nd manufacturing machine parts 

,1%. over $500 

I 

w 

-J 

00 
I 



s,�te 

Mi1souri · · · · · · · · · · · · · ·  

Nebraska INaJitt year's rate 

determined annually b\' 1he 

State Board of Equoliza. 

tion, by N av. 151 

Ne,ada ................ 
( ncludcs 1 % mandatory 

county tax) 

Neiv Jersey ............. 

NeYV Mexico .. , •. , ... , .. 

New York .............

No·th Carolina .......... 

TABLE A,6, •• STATE SALES TAXES: TYPES AND RATES, JANUARY 1, 1972 (Cont'd) 
(Percent) 

Rate on 
tangible 

per• 
sonar 
prop· 
erty Admis-

Type of tax 1 at retail sions 

Retail sales 3 3 

do 2% 2% 

do 3 . . . . 

do 5 510 

do 42 4 

do 4 
410 

do 32 
. . . .

Rates on selected services subject to tax 

Restau- Tran• 
rant sicnt 

meals lodging 

3 3 

2% 2% 

3 . . . . 

5 5 

4 4 

4 4 

3 3 

Tele· 
phono 
and 
tele· 
graph 

3 

2% 

. . . .

. . . . .

4 

4 

. . . .

Gas and 
elCC· 

tricitv 

3' 

2% 

. . . .

. . . . . 

4 

4 

. . . .  

Water 

3 

2% 

. . . .  

. . . . . 

4 

. . . . 

. . . .

I 

Trans• 
porta· 
ticin of 
persons 

and 
prop· 
erty 

:f 

. . . .

. . . .

. . . . . 

4 

. ... 

. . .  ' 

Rates on other services nnd businesses 
subject to tax 

(including retail sales subject to 
special rntes) 

Trailer camp rentals, and lease or rental of 
tangible personal property, 3%. 

Renting, leasing, producing, fabricating, 
processing, printing or imprinting of 
tangible personal property, 2WX.. 

Renting, leasing, producing, fabricating, 
processing, and printing, or imprintin9 of 
tangible personal property, 3%. 

Advertising, renting, leasing, producing, 
fabricating, processing, printing, or im· 
printing, and installation or maintenance 
of tangible personal property, 5%. 

Leasing or storing tangible personal prop· 
erty, and sales of services, 4%. Sales of 
farm implements, 2%. 

Renting, leasing, producing, fabricating, 
pror:essing, printing or imprinting, and instal· 
lation or maintenance of tangible personal 
property, 4%. 

Leasing or renting of tangible personal prop· 
erty, laundry and dryclcaning, 3%; airplanes, 
boats, railway locomotives and cars, 2% 
(with a maximum tax of $120 per item); 
sales of horses or mules, sales of fuel to 
farmers, manufacturing industries and plants 
other than for residential heating purposes, 
and to commercial laundries or to pressing 
and drycleaning establishments, sales of 
machinery to farmers, manufacturing in· 
dustries, laundry and dr\•clcaning establish· 
mcnts, and other selected items, 1% (maxi· 
mum tax is $80 per article for soveral items). 

Ste footnotes at the end of table. 
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State 

North Dakota •••••• , ••. , 

Ohio ........ , .•....... 

Oklahoma · · · · · · · · · · · · ·

Pennsylvania . . . . . . . . . . .

Rhode Island . , .••• , . , .. 

South Carolina ...•...•.• 

South Dakota , .....•.... 

Saa foatnotes at the end of !Ol>la. 

TABLE A.6. -- STATE SALES TAXES: TYPES AND RATES, JANUARY 1, 1972 (Cont'd) 
(Percent) 

Rates on selected servir.es suhject to tax 

Ante on 
tangible 

per• Tele-
sonal phone 
prop· Rcstau- Tran· and Gas and 
orty Admls· rant sient tele· elcc· 

Type of tax 1 at retail slon.s meals lodging graph tricity 

Retail sales 4• 4 4 4 4 4 

do 4 . . . . 4 4 . . . . . . . .

do 2' 2 2 2 2 2 

do 6 . . . . 6 6 a' G' 

do 5 . . . . 5 5 5 5 

do 4 . . . . 4 4 4 46 

do 41 3 4 3 3 3 

Water 

4 

. . . .

. . . .

. . . .

5 

. . . .

3 

Tr�ns-
porta· 
tion of 
persons 

and 
prop· 
crty 

. . . .

. . . .

2" 

. . . .

. . . . 

. . . .

. . . .

I 

Rates on other services and businesses 
subject to tax 

(including retail sales subject to 
special rates) 

Leasing, renting, fabricating, and storing of 
tangible personal property, proceeds from 
coin-operated amusement or entertainment 
machinery, and the severance of sand or 
gravel from the soil, 4%. 

Printing, processing, and reproducing, 4%. 

Advertising (limited), gross proceeds from 
amusement devices, printing, automobile'" 
storage, 2%. 

Lease or rental of tangible personal property, 
repairing, altering, or cleaning of tangible 
p9rsonal property (other than wearirl!J ap· 
parel or shoes), printin!J or imprinting of 
tan!)ible personal property for persons who 
furnish materials, cleaning, polishing, lubri-
catin!J, and inspecting of motor vehicles, 
and rental income of coin-operated amuse-
mcnt machines, 6%. 

Renting, leasing, producing, fabricating, 
processing, and printing or imprinting of 
tangible personal property, 5%. 

Renting or leasing of tangible personal prop· 
erty, and laundry and dryclcaning, 4%. 

Farm machinery, and ngricultural irrigation 
cq!Jipment sold by licemcd retailers, 2%; 
contr�ctors, !Jr0$S rcccipls from engaging in 
the practice of nny profession or business in 
which tha service rendered is of a professional, 
technical, or scientific nature, but not in-
eluding persons cngagr.cl in the healing arts or 
veterinarians, 4%. Gross r�ccipts from 
amusement devices, 3%. 

I 
I.,.) 
00 

0 
I 



State 

Tennesme , .. , , ... , •. , ,'. 

Texas · · · · · · · · · · · · · · · · ·

Utah ....•...... , ..... , 

Vermont . . . .  · · · · · · · · · ·  

Virginia , . , . , , , , , , . , . , • 

Washington . . . . . . . . . . . .

West Virginia •.........• 

TABLE A.6. -- STATE SALES TAXES: TYPES AND RATES, JANUARY 1, 1972 (Cont'd) 
(Percent) 

�-·r----· 

Rate on 
tangible 

per, 
sonal 
prop-
arty Admis-

Type of tax1 at retail sions 

Retail sales 3% . . . .

do 42 
. . . .

do 4 4 

do 3 3 

do 32 
. . . .

do 4% 4% 

do 3z 3 

... 

Rates on selected servir.es subject to .. tax 

Rnstau-
rant 

meals 

3% 

4 

4 

II 

3 

4% 

3 

Tran, 
sient 

lodging 

3% 

. . . .

4 

3 

4y; 

3 

II 

Tele• 
phone 

and 
!Cle• 

graph 

3% 

. . . .

4 

. . . .

. . . . 

. . . .

. . . .

Gas and 
elec· 

tricity 

3y;G 

46 

4 

3 

. . . .

. . . .

. . . .

Water. 

3y,' 

. . . .

. . . .

. . . .  

. . . .

. . . .

. . . .

Tram· 
porta· 
tion of 
persons 

and 
prop· 
erty 

... . 

. . . .

44 

. . . .

. . . .

. . . .

. . . .

-- ----

Rates on other services and businr.sses 
subj�ct to w, 

(includin!J retail sales subject lo 
special rates) 

Vending machine operators may pay a $2 
registration fee plus $1 per machine, and 
1 WK, of gross receipts from such machines 
in lieu of privilege and sales taxes, eKcept 
that the ta" on gross receipts from machines 
dispensing tobacco items is 2Y.%; parking 
lots and stora!Je of motor vehicles, repair 
services, in5tallation, lease or rental of tangi· 
ble personal property, laundry and dry-
cleaning, 3Y.%; machinery for "new and 
expanded" industry, air & �ater pollution 
control equipment used in fabricating or 
producing tan!Jible personal property, & farm 
machinery and equipment, 1 %. 

Producing, processing, and lease or rental 
of tangible personal property, 4%. 

Laundry, and drycleaning, repairing, renova· 
ting, Installing, fabricating, and lease or 
rental of tangible personal property, 4%. 

Renting, leasing, producing, fabricating, 
processing, printing or imprinting of tangi· 
ble personal property, 3%. 

Fabricating, storage, lease or rental of 
tangible personal property, 3%. 

Charges for certain specified services, 4Y,%; 
selected amusement and recreation activities, 
4Y,% !unless subject to county or city ad· 
mission taxes, in which case they remain 
taxable under the State business and 
occupation tax, 1%). 

All services !including services rendered in 
amusement places), except public utilities 
and personal and professional services; and 
renting or leasing tangible personal property, 
3% 

� .,ca footro1cs on the follow,ng pogo. 

I 

w 

0) 
.... 

I 



State  
- .. 

TABLE A . 6 .  

Type o f  tax ' 
- ----·

STATE SALES TAXES : TYPES AND RATES , JANUARY 1 ,  1972 (Cont ' d ) 
(Percent ) 

-

Rates on selected scrvir.es subject to tax 

Aate on Trans· 
tangible rmrta·  

per- Te le ·  l ion of 
sonal phone persons Rates on o ther scrvir.cs and bus inc 
prop· Res tau· Tran· and Gas and and subjcr.t to  t ax  
erty Admis· rant sient tele· e lec- prop- ( i nc luding reta i l  sales �ubjccl 1 0  

at retai l  s ions meals lodging graph tr ic i ty Water erty specia l  mies )  
�-

-- · · · · -·--·· · ·· ·-· ··-·· 

Wisconsin • . . . . . . . .  , . , . . R e tai l  sal es 4 4 1 0 4 4 4 4•  . . . . . . . . Laundry, chyclcaning, phri togtaphic sc r v iccs, 
or 

Wyomin� . . . .  , • . . • . .  , , , do 3 3 3 3 3 3
6 

. . .  ,

Distr ict  of Columbia  . . . . . do 41 " 5 5 4 11• 4 

':t 

. . . .

the repai r, service, m a i n tenance, l ca;c 
rental of  a l l  items o f  taxable tangib le 
personal prop,irty, 4% 

Laundry, drycleanin!J, producing, labri eat ing , 
i ta l  
prop

ncsscs ,  

rep,1 ir ing,  a l lr.r ing,  pr int ing, lease  or re ,  
(wi th excep tions ) of tangible person,1 1 
erty,  plus numerous o ther service bus i  
3%. 

Laundry, dryclr.anin!I and pre�s in!J scrv ices 
r.r.� , . 
on 

(except sc lf -sr.rvice co in  oncra led srr�i 
tr.xi i i!: ren ta l  (wi th  r.x r.,:p l ions } .  and 1 1  

prr.scr ip l ion medicines, :!%.  Produc i ng, f a b ·  
r icat in!J,  pr int ing, lease or r e n t al (wi th  
except ions ) ,  and repa i r  o f  tang ib le  per sonal 
property, 4 %. 

I All but a few S la tes Jevv sa•cs taxes of the s inglr. -s tage rr.tail type. Hnwni i  and M i�!lis�ippi levy mul t iplo-staga salc!C loxr.s ( ol thO.Jgh 1he Ar izoi,a and Nr.w Mex ico ,axes nre uppl icablr. to some nonretm l  l.J 1 Js inc:.�.cs. t h ltY 
arc �5!icn0al ly  retai l  sales tnxc:d .  Washington or,d West Virginia levy a gros!i rece ip ts  tax on a l l  businl!:;ses. c l is 1 i nc t  frorn tliei r s.1lcs taxes.  A laskn  nlso levic5 a gross reteipls  1nx on bu:;inesses. and New Jersey l cv ,c!i 
a reta i l  gross recr.ipt5 lax p lus an u n incorporarcd business tax lwhich inc lude,, un incorporated reta i l  storcs l .  The ralcs applicable to reta i lers (w i th  except ions} under these grusti rec1! ipts Mxes arc as fo l lows: 
Ala�ka Y,% on gross rece ipts nl $20.000 - $ 1 00,000, and WX. on gross receipts in excess of S 1 00,000; New Jersey, retni l  gross receipts - 1 /20 of 1% on g!'oss recr. ipts  in excess of $ 1 50,000. un 1 �corporo1ed 
bu,,ness tox - 1' ol 1% ii gross receipll exceed $5,000; Washin9ton, 44/ 1 Clcr.!. and West V irginia, 55/1 00% . 

1 Motor ve�lc les are taxabfe ot the general rates with certain e,rr.ept ior,s. The fo l lowing S tates apply d i f ferent rates 10 motor vehicles under the i r  general s,11c5 find use tax l aws : A l.1ho,n,1. 1 h%; M iss i ss. ipp 1 ,  3%; and North
Car.,l i n o. 2% I maximum $ 1 20 } .  The rol lowing exempt  motor vr.h ic lr.s from their  ormcral �ales nnd use taxes but  impo,e spec ia l  sa lrs or oro55 rece ipts  ta:l(e� on 1 t uim ur.d'lr the ir  motor veh ic le  tax laws :  
O i s 1r ict  o f  Columbia, II% t i l l ing tax ;  Milryland,  4% l i t l ing tax ; M innesota, 4% excise tax; New Mox ico, 21f{, exc ise tilx ; North Dakota, 4% c11:c i!.c tax ; Ok lahoma, 2% excnc l ax ;  South Dako•a, 3n."  exdsc J ax ;  Texas 
.3% ;alr.s nnd u!ie tax; V i rgin ia, 2".4 sales ancl u!it 1a111: ; and West Virgin in, 3% t i t l ing tax. Seo ntso 1abl1J 12S for !iDID!i ta� trcntment of motor veh ic les .  

J G ross so l es or gro:.!i rt.ceip.ts 1axot1 1e unflcr separate "Ut i l i ty Tax Act:·  
4 Ar izol'la end M i s!liissippi also tax the transportat ion of o i l  und uas by p ipel ine. Georgia exempts tr11n�porlat ion of  procertv,  and charocl by rnun icipill i t ic5, count ies, �nd publ ic transi t ou thor 1 t 1c:;  :or trompor t iiig

pn�:cno1rs upon tht'ir conve\·anccs. K � sas exempts tran5por tar ion of  r,r.rson,. M issouri exempts  contract  t rum-porta t ion or employees to and f rom wor k ,  arid tr.in:po r1at 1on of propcr t·, . Ok l n hom.l,  anc.l Uuth do 
not  tnx tr:,nspor lat ion of propeny. M iuissippi taxes bus and tnxicab transportat ion at the ra1e of 2%. Ok lahoma docs not  tox l c,cal transpor:at ion ,  school trans11or 1a t ion, and f ines o f  15 cents or less. Utah doc� 
not tox !i l rr.C' t rai lway fares. I n  /\r izonn . bus, u,xi cab, and trucking services n::gistcrcd as "common carr iers'  pay the Cl'rrier tax 1 2 Yi%1 and arc exempt froM tho sales tax.  

! Sales untr.r Si t;nced a t  3 !1% i f  the vel'ldor k eeps otl'?ct•nlte rr.r.:ords.
6 Color;ido l?KCmpts gas qnd electr ic i ty for use in const ruction and n thor indu!i.trinl u�r.s. Connect icu t  exempts lclr.phonc and tC IP.grar,h, ga�. electr icity, ,1:,d watr.r �crvir.cs provided to consumr.rs th rough main� .  l i nes or

pipes to 11,c ex ten t of $ 20 pnr rnon th.  Gas 011d  olcclr ic ity u�cd for domest ic hca t i"!J  are cxr?mpt.  F lor i da e,ccmpts fuels used by a publ ic or private u t i l i 1y i n  the grmcration of e lnc t r ic  pnwo:?r or cr icrnV for sJlc, 
l n d an;i c,cemµt!; p;)s ,  r.lcc 1 r i c i ty . and  w., tc r  used in manuractu r inq,  mining, rpfining, o i l  or minerill e ,c t ract ion,  and irr i911 t ion ; a lso r:xt•mpu 5.1le  of u t i l i t y  scrvir.es to other u t i l i t ies .  Kansas excn,r,u 'Ji1S, P. lcc l r ic i l y ,  
and wa ter u s e d  in r.:?rminr1.  p rnc•: s.:: in!), ma11u fac tu r i 1,g , min i ng, cfr i l l in!J, r e f i n ing ,  i r r ig;i t ion ,  t c lt'phnnA and 1elr.granh and  n t J, e r  1,1 .,rnblc sc, viccs er f o r  1 1 5'! i n  11"0\l'Cmt•nt i n  i n tl-!rst ,1 1 c  ro1mnr. , rr. b y  r,, 1 f ;·('IJch, or  pub l ic  
u ti l t i r. � .  Ken tucky e xcm�1 1 ,  cn•.'! 9\" or r.nP.rgy prndudno fue l ,  w-�d in n1a:-u..1 f;c1ur in9 ,  proc:cs,;iri�. min ; n�. or rc l in fn!) 1 0  the r.xtr n t  �h.lt r:ost,: , xo:r?ed 3% of  the r.nH o f  woduction , Mu, i ! a1 1t1 t! J1:cnipt, SJlro • o f  g;,-; ;,:,d 
rlec1 r i c i 1 v  when  nH1\'.!r. for IJ 1 1 1 po�.cs or  rr.s.1 lu  or usP. in n1an1 1 k1ctur ing. assembl ing, prnceuing, ref in inu, o r  th/J gcncr .a t ion of u lcctr ic i ty ,  M i.:.'.'" i �1 ir,pi  e,rcinpts wholc:iiJ I C  sa'.t!S o f  c lcr:t r ic: i tv lx-h .. �cn �C'wcr r.or ,�u.1 , , ;,, � 
and 1B'<CS  indust r iil: s., lcs of g.,� and e l r.ct r it. i lv at t hr  rate ur 1 % .  M issour i  t>xarnpts el'?ctrical energy used in mal'lu f acturing, pro,:e�si:ig, a le , of a prc,Juct .  if 1tic  ti, ta l  cost of clectr ict}I cnrrr.v usr.d CKCt!Cd� 1 0�. c ,r 

I 
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00 
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TABLE A.i... STATE SALES TAXES: TYPES AN� 
(Percent) 

-�IES, JANUARY 1, 1972 (Cont'd,

------------- ··---------

the total cost of production, excluding the cost ol clcetricol energy 10 used. Pennsylvania exempts gas and electricity, ond intrastate tclcphonr. or tele�raph ,crvicc when 11urchascd by the user solely for his own 
residential usr.. South Corolino's tax is"°' applicoblc 10 sales ol 9as u:rd in manufacturino or in furnishing laundry scrv!r.c; al:o exempt arc sa!cs ol clcctricill' for usg in manufocturing un�ibtc personalty nnd clcc• 
trieily sold to radio and television stations u�cd in producing pro9rams. Tennessee taxes gas, electricity 3nd water snld 10 or used by manufacturers a1· 1M rate of 1% fif uscC: rfire:tly ln th� manufacturing prncess 
they are exempt!. Tex�� exempts g�s and electricity used In munufacturing, mining, or agriculture. Wisconsin's tax Is not opplic�l>lr. to gas or to electricity for space healing charged at a sµecific rate. Wyoming 
exempts ga1 and alec1rici1y consumed In manulartl•rlno; proce11i110, nnd the tronsport�tion business. Tha District ol Columbia exempts gas and electricity used in menufocturing, as,cmbling, processing and 
relining. 

1 R0S1auranl meals below a certain price are exempt: Connecticut. fcsi than $1; Maryland, S 1 or fess, the Maunchuselll rr1ail sales ta• exempts restaurant "'eals, whir.h 1$1 or morel arc taxed at&%. 

1 Tha tax on sale of tickr.11 to priza lights or wrP.stling matches on closed circuit television is 6% of tho gross receipts. The 5% tax olso opplios to paymcnu received from broadcasting compani�s for the right to 

televise or b·ondcast any match. 
91n Mississippi, clloctlve Augu,i 1, 196'3, tho Stata.salcs tax on tangible personal propr.rty was Increased from 3Y.':6 10 5%: however, authority for local �le;•�• wns repealed. 

10 In Naw Jersey, 11clminions 111 a place of amusement nro taxable if the charge is In exce�s of 75 cents. Admissions 10 horse race meetings arr. taxable at 10% under o scparatr. admissions tax. New York taxr.s admissions 

when the chargo is over 10 cents: t'xempt ore particlpalino sports (such as bowling and swimming!, motion picrura theatres, race tracks, boxing, wrestling, and livc'drnma1ic or musicnl perlormances. Sales ol 

.. admissions to motion picture thaatres costing 75 cants or less are exempt In Wisconsin, 
11 Taxed ot 5?fs under separate "Meals and Rooms Tax." 

Source: Conunerce Clearing House, State Tax 
mental relations, State-Local Finances 
Government Printing Office, 1971), pp. 

Reporter, as shown in Advisory Commtssion on Intergovern
and�&.e.sted Legislation, 1972 Ed:i.tj_on, (Washington: 
182-190.



Fiscal 
Year Gross National Product 

1972-73 100.0 

1973-74 103.4 

1974-7' 106.7 

1975-76 109.9 

1976-77 113,2 

1977-78 116.6 

1978-79 120.1 

1979-80 123.7 

TABLE A,7--PROJECTED PRICE INDEXES (1972-73=100) 

Im2licit Deflator 
State and Local All Govt. Pur- All Govt. Pur-

Govt. Purchases of chases of Bldgs. chases of High-
Goods and Services Exel. Milita!I wais and Streets 

100.0 100.0 100.0 

105.7 105.3 103.5 

111.4 110.6 106.9 

117.u 115.8 110.2 

122.9 121.2 113.6 

129.0 126.9 117.1 

135.5 132.9 120. 7

142.3 139.1 124.4 

Consumer Medical Care 
Price Index Consumer Price Index 

100,0 100.0 

103.0 105.7 

105.9 111.3 

108.7 116.9 

111.5 122.7 

114.4 128.8 

117.4 135.2 

120.5 142.0 



TABLE A.8 --SELECTED PRICE INDEXES, ACTUAL 1951 TO 1972 

Gross State and Local All Govt. Pur• All Govt. Pur- Consumer Medical Care 
National Govt. Purchases of chases of Bldgs. chases of High- Price Index Consumer Price Index 

� Product Goods and Services Exel. Militarl:'. Wal:'.S and Streets (1957-59=100} (1957-59=100} 

1951 85.6 76.9 81.6 95.7 90.5 76.9 
1952 87.5 80.6 85.1 98.4 92.5 81.1 
1953 88.3 82.8 86.7 94.7 93.2 83.9 
1954 89.6 85.3 86.3 89.5 93.6 86.6 

1955 90.9 87.5 88.6 86.7 93.3 88.6 
1956 94.0 92.7 93. 7 98.1 94.7 91.8 
1957 97.5 97.3 98.4 102.6 98.0 95.5 
1958 100.0 100.0 100.0 100.0 100.7 100.1 

1959 101.6 102.6 102.9 96.0 101.5 104.4 
1960 103.3 105.9 105.0 93.6 103.1 108.1 I 

1961 104.6 109.4 107.4 94.6 104.2 111. 3
1962 105.8 113.2 109.5 98.0 105.4 114.2 I 

1963 107.2 116.3 113.2 100.6 106.7 117 .o
1964 108.8 119.5 116.9 101.4 108.1 119.4 
1965 110.9 123.5 120.5 105.3 109.9 122.3 
1966 113.9 129.4 127.0 112.9 113.1 127.7 

1967 117.6 136.4 133.1 116.1 116.3 136. 7
1968 122.3 144.8 140.6 142.6 121.2 145.0 
1969 128.2 -153.6 152.7 130.6 127.7 155.0 

1970 135.2 165.0 163.0 148.0 135. 2 164.8 
1971 141.6 / 175.7 

I 181.0b/ 153.Sb/ 141.0 / 175.5 I1972 145.# 184.� n.a.- n.a.- 144.71! 184.11! 

,!!/ Preliminary figures. 
'!!.I Not available. 
Sources: U. S. Department of Conunerce, The National Income and Product Accounts of the United States, 1929-1965. Statis

tical Tables, A Supplement to the Survel:'. of Current Business (Washington: Government P�inting Office, August, 1966), pp. 158-59, 
160-61, 164-65; Survel:'. of Current Business, Vol. 50, No. 7 (July, 1970), pp. 47, 49, S-8; Survel:'. of Current Business, Vol. 51,
No. 7 (July 1971), pp. 43, 45, s-8; Survey of Current Business, Vol. 51, No. 7 (July, 1972), pp. 47, 49, S-8. U, S. Depart-
ment of Conunerce, Business Statistics, 1967: The Biennial Supplement to the Survel:'. of Current Business (Washington: Govern
ment Printing Office, September, 1967), pp. 38, 40.
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,LE A.9 .--LOCAL GOVERNMENT REVENUES FROM REAL ESTATE TAXES, ACTUAL, FISCAL YEARS 196' 
TO 1970-71 AND PROJECTED, FISCAL YEARS i970-71 TO 1979-80 

Fiscal Year 
a/

Actual Revenues-

1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

Projected Revenues 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

(Millions of Dollars) 

Change From Preceding Year 

Amount Amount Percent 

$229.3 $ . . .

235.2 +5.9 +2.6
258.3 +23.1 +9.8
273.5 +15.2 +5.9
320.4 +46.9 +17 .1
370.2 +49.8 +15.5

413.0 +42.8 +11.6Y
459.0 +46.0 +11. l
505.0 +46.0 +10.0
555.5 -1-'jQ.5 +10.0
611 .o +55.5 +10.0
672 .1 +61. l +10.0
739. 3 +67 .2 +10;0
813.3 +74.0 +10.0
894.6 +81.3 -:-lO.O 

�/ The distribution of total fiscal year property tax collections between 
real estate taxes, public service corporation levies, tangible personal property 
taxes, machinery and tool taxes, and merchants' capital levies is estimated on 
the basis of data reported by the U.S. Department of Commerce, Bureau of the Census. 

£1 The projection for fiscal year 1971-72 is based on actual data which 
provides for changes in the tax rate from 1970-71. This explains the larger 
increase than what is forecast for future years. 

Sources: Report of the Department of Taxation, Fiscal Year Emling 
June 30, 19--, selected editions (Richmond: Department of Taxation,; 
Commonwealth of Virginia, Department of Taxation, ''Real Estate Assessment 
Ratios and Average Eftective True Tax Rates in Virginia Counties and Cities," 
May 1, 1973; U.S. Bureau of the Census, Governmental Finances in 19--, 
selected editions (Washington: Government Printing Office). 
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TABLE A.10--LOCAL GOVERNMENT REVENUES FROM PUBLIC SERVICE CORPORATION PROPERTY TAXES 
ACTUAL FISCAL YEARS, 1965-66 TO 1970-71 AND PROJECTED, FISCAL YEARS 1971-72 TO 1979-80 

(Millions of Dollars) 

Fiscal Year 
a/Actual Revenues-

1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

Projected Revenues 

1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

Amount 

$38.2b/
37.1-
39.3 
40.0 
44.5 
48.6 

51.0 
54. 7
59.1
63.9
69.2
75.1
81.5
88.6
96.4

Change From Preceding Year 
Amount Percent 

$ . . .

-1.1 -2.9
+2.2 +5.9 
+o.7 +1.8
+4.5 +11.3
+4.1 +9.2

+2.4 +4.9 
+3.7 +7.3
+4.4 +8.0
+4.8 +8.1
+5.3 +8.3
+5.9 +8.5
+6.4 +8.5
+7.1 +8. 7
+7.8 +8.8

!_/ The distribution of total fiscal year property tax collections between 
real estate taxes, public service corporation levies, tangible personal property 
taxes, machinery and tool taxes, and merchants' �apital levies is estimated on 
the basis of data reported by the U.S. Department of Commerce, Bureau of the Census. 

kl The decline in these revenues for fiscal year 1966-67 may have resulted from 
errors caused by the distribution technique described in !_I; from revisions in the local 
tax structure due to the enactment of the sales and use tax; and/or from sampling errors 
in census data. 

Sources: Report of the Department of Taxation, Fiscal Year Ending June 30, 19--, 
selected editions (Richmond: Department of Taxation); Commonwealth of Virginia, Depart
ment of Taxation, "Real Estate Assessment Ratios and Average Effective True Tax Rates 
in Virginia Counties and Cities," May 1, 1973; U. S. Bureau of the Census, Governmental 
Finances in 19--, selected editions (Washington: Government Printing Office). 
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TABLE A .1.1.--LOCAL GOVERNMENT REVENUE FROM TANGIBLE PERSONAL PROPERTY TAXES 
ACTUAL, FISCAL YEARS 1965-66 TO 1970-71 AND PROJECTED, FISCAL YEARS 1971-72 TO 1979-80 

(Millions of Dollars) 

Fiscal Year 
a/Actual Revenues-

1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

Projected Revenues 

1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

Amount 

$ 49.2
b/44.3-

47.4 
49.4 
57.0 
67.6 

85.2 
95.2 

104. 7
114.2
124.0
134.6
146.1
158.6
172 .2

$ 

Change 
Amount 

-4.9
+3.1
+2.0
+7.6

+10.6

+17 .6
+10.0

+9.5
+9.5
+9.8

+10.6
+11.5
+12.5
+13.6

From Preceding Year 
Year 

-10.0
+7 .o
+4.2

+15.4
+18.6

+26.0
+11. 7
+10.0

+9.1
+8.6
+8.5
+8.5
+8.6
+8.6

�/ The distribution of total fiscal year property tax collections hetween real 
estate taxes, public service corporation levies, tangible personal property taxes, 
machinery and tool taxes, and merchant's capital levies is estimated on the basis 
of data reported by the U.S. Department of Commerce, Bureau of the Census. 

£/ The decline in these revenues for fiscal year 1966-67 may have resulted from 
errors caused by the distribution technique described in a/; from revisions in the 
local tax structure due to the enactment of the sales and-use tax; and/or from 
sampling errors in census data. 

Sources: Report of the Department of Taxation, Fiscal Year Ending June 30, 19--, 
selected editions (Richmond, Department of Taxation); U.S. Bureau of the Census, 
Govermnental Finances in 19--, selected editions (Washington: Govermnent Printing 
Office)'. 
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TABLB A•l2-•LOCAL GOVERNMENT REVENUES FROM PROPERTY TAXES v� MACHINERY AND TOOLS 
ACTIJAL FISCAL YEARS 1965-66 TO 1970-71 AND PROJECTED FISCAL YEARS 1971-72 TO 1979-80 

· (Millions of Dollars)

Fiscal Year 

Actual Revenue�/ 

1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

Projected Revenues 

1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

Amount 

$ 7.8 
7.9 
8.8 
9.2 

10.8 
13.0 

14.1 
15.1 
16.2 
17.4 
18.7 
20.0 
21.4 
22.9 
24.5 

Change From Preceding Year 

Amount 

$ ••• 
-+-0. 1 
-+-0.9 
-+-0 .4 
+1.6
+2.2

+1.1
+1.0
+1.1
+1.2
+1.3
+1.3
+1.4
+1.5
+1.6

Percent 

+1.3
+11.4

+4.5
+17.4
+20.4

+8.5
+7.1
+7.3
+7.4
+7.4
+7.0
+7.0
+7.0
+7.0

�/ The distribution of total fiscal year property tax collections between real 
estate taxes, public service corporation levies, tangible personal property taxes, 
machinery and tool taxes, and merchants' capital levies is estimated on the basis 
of data reported by the U.S. Department of Commerce, Bureau of the Census. 

Sources: Report of the 
selected editions (Richmond: 
Governmental Finances in 19 
Office). 

Department of Taxation, Fiscal Year Ending June 30
1 

19 
Department of Taxation); U.S. Bureau of the Census, 

, selected editions (Washington: Government Printing 
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TABLE A 013.--LOCAL GOVERNMENT REVENUE FROM PROPERTY TAXES ON MERCHANT'S CAPITAL 
ACTUAL, FISCAL YEARS 1965-66 TO 1970-71 AND PROJECTED, FISCAL YEARS 1971-72 TO 1979-80 

(Millions of Dollars) 

Change From Preceding Year 
Fiscal Year Amount Amount 

Actual Revenues!./

1965-66 $ 1.7b/ $ . . .

1966-67 1.4- -0.3 -17.6
1967-68 1.4 
1968-69 1.4 
1969-70 1.5 +o.1 +7.1
1970-71 1.5 

Projected Revenues 

1971-72 1. 7 +o.2 +13.3
1972-73 1.8 +o.l +5.9
1973-74 1.8
1974-75 1.9 +o.1 +5.6
1975-76 1.9
1976-77 1.9
1977-78 2.0 +o.1 +5.3
1978-79 2.0
1979-80 2.1 +o.1 +5.0

�/ The distribution of total fiscal year property tax collections between real 
estate taxes, public service corporation levies, tangible personal property taxes, 
machinery and tool taxes, and merchant's capital levies is estimated on the basis 
of data reported by the U.S. Department of Commerce, Bureau of the Census. 

'E/ The decline in these revenues for fiscal year 1966-67 may have resulted from 
errors caused by the distribution technique described in a/; from revisions in the 
local tax structure due to the enactment of the sales and-use tax; and/or from sampling 
errors in census data. 

Sources: Report of the Department of Taxation, Fiscal Year Ending June 30. 19--, 
selected editions (Richmond, Department of Taxation); U.S. Bureau of the Census, 
Governmental Finances in 19--, selected editions (Washington: Government Printing 
Office. 
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TABLE A • 14. --TOl'AL LOCAL GOVERNMENT REVENUE FROM PROPERTY TAXES 
ACTUAL, FISCAL YEARS 1965-66 TO 1970-71 AND PROJECTED FISCAL YEARS 1971-72 TO 1979-80 

(Millions of Dollars) 

Fiscal Year 

Actual Revenues 

1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

Projected Revenues 

1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

Amount 

$ 326.2 
325.9 
355.2 
373.5 
434.2 
500.9 

565.0 
625.8 
686.8 
752.9 
824.8 
903.7 
990.3 

1,085.4 
1,189.4 

Change 
Amount 

$ 
-0.3

+29.3
+18.3
+60.7
+66.7

+64.1
+60.8
+61.0
+66.1
+71.9
+78.9
+86.6
+95.l

+104.0

From Preceding Year 
Year 

-0.1
+9.0
+5.2

+16.3
+15.4

+12.8
+10.8

+9.7
+9.6
+9.5
+9.6
+9.6
+9.6
+9.6

Sources: Report of the Department of Taxation, Fiscal Year Ending June 30, 19--,

selected editions (Richmond: Department of Taxation); Conmonwealth of Virginia,

Department of Taxation, ''Real Estate Assessment Ratios and Average Effective True

Tax Rates in Virginia Counties and Cities," May 1, 1973; U.S. Bureau of the Census,

Governmental Finances in 19--, selected editions (Washington: Government Printing

Office). 
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TABLE A •15. --LOCAL GOVERNMENT REVENUE FROM THE ONE PERCENT LOCAL RETAIL SALES AND USE TAX
ACTUAL, FISCAL YEARS 1965-66 TO 1971-72 AND PROJECTED, FISCAL YEARS 1972-73 TO 1979-80.

(Millions of Dollars) 

Fiscal Year 

Actual Revenues 

1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 
1971-72 

Projected Revenues 

1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

Amount 

$ ••• !./

35.6 
55.9 
65.0 
72 .o
78.6 
89.0 

98.7 
107.7 
120.3 
130.8 
142.4 
154.9 
168.5 
183.4 

$ 

Change From Preceding Year 
Amount Percent 

+35 .6
+20.3

+9.1
+7.0
+6.6

+10.4

+9.7 
+9.0 

+12.6
+10.5
+11.6
+12.5
+13.6
+14.9

+57.0
+16.3
+10.8

+9.2
+13.2

+10.9
+9.1

+11.7
+8.7
+8.9
+8.8
+8.8
+8.8

�/ The sales and use tax did not become effective until September 1, 1966.

Source: Report of Department of Taxation. Fiscal Year Ending June 30 2 1972, 
(Richmond: November, 1972) pp. 17-18. 
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TABLE A ,16, --LOC'AL GOVERNMENT REVENUES FROM OTHER TAXES 
\CTUAL, FISCAL YEARS 1965-66 TO 1970-71 AND PROJECTED, FISCAL YEARS 1971-72 TO 1979-80 

(Millions of Dollars) 

Fiscal Year 

Actua. l Revenuef// 

1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

Projected Revenues 

1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

Amount 

$ 96.9 
88,0 
93.7 

102.0 
119.7 
135.0 

147.7 
165.4 
182.4 
199.4 
217 .o
236.1 
256.9 
279.6 
304,3 

Change From Preceding Year 
Amount Percent 

$ 000 

-8.9
+5.7
+8.3

+17.7
+15.3

+12.7
+17.7
+17.0
+17.0
+17.6
+19.l
+20.8
+22.7
+24.7

-9.2
+6.5
+8.8

+17.4
+12.8

+9.4 
+12.0
+10.3

+9.3
+8.8
+8.8
+8.8
+8.8
+8.8

!_/ Actua 1 figures represent "other taxes" as reported by the U ,S, Department of 
Coamerce, Bureau of the Census, in Governmental Finances in 19--, selected editions, 
minus the sales and use tax collections, 

Source: U.S. Bureau of the Census, Governmental Finances in 19--, selected 
editions (Washington: Government Printing Office). 
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TABLE A.17--LOCAL GOVERNMENT REVENUE FROM CHARGES AND MISCELLA.NEOUS SOURCES 
ACTUAL, FISCAL YEARS 1965-66 TO 1970-71 AND PROJECTED FISCAL YEARS 1971-72 TO 1979-80 

(Millions of Dollars) 

Fi scal Year 

Actual Revenues 

1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

Projected Revenues 

1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

$124.6 
123.6 
143.1 
148.6 
174.6 
195.7 

212.5 
230.8 
250.6 
272.2 
295.6 
321.0 
348.6 
378.6 
411.2 

Change from Preceding Year 

$ 
-1.0

+19.5
+5.5

+26.0
+21.1

+16.8
+18.3
+19.8
+21.6
+23.4
+25.4
+27.6

· +30.0
+32.6

Percent 

-0.8
+13.4
+15.7
+17.5
+12.1

+8.6
+8.6
+8.6
+8.6
+8.6
+8.6
+8.6
+8.6
+8.6

Source: U. S. Bureau of the Census, Govermnental Finances in 19 , selected 
editions (Washington: Govermnent Printing Office). 
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TABLE A -18 . --TOl'AL LOCAL GOVERNMENT REVENUE FROM OWN SOURCES 
ACTUAL, FISCAL YEARS 1965-66 TO 1970-71 AND PROJECTED, 1971-72 TO 1979-80 

(Millions of Dollars) 

Fiscal Year 

Actual Revenues 

1965-66 
1966-67 
1957-58 
1%8-69 
1969-70 
1970-71 

Projected Revenues 

1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

Source: Table 5.5. 

$ 

Amount 

547.7 
575.6 
647 .9 
689.3 
800.5 
910.i.1.

1,014.2 
1,120.7 
1,227.5 
1,344.8 
1,468.2 
1,603.2 
1,750.7 
::. , 912 .1 
2,088.7 

$ 

Change 
Amount 

+27 .9
+72.3
+41.4

+111.2
+109.6

+104.1
+106.5
+106.8
+117 .3
+123.4
+135.0
+147.5
+161.4
+176.6

From Preceding Year 
Percent 

+5.1
+12.6
+6.4

+16.1
+13.7

+11.4
+10.5

+9.5
+9.6
+9.2
+9.2
+9.2
+9.2
+9.2
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TABLE A �9--LOCAL GOVERNMENT REVENUE FROM STATE CASH TRANSFERS 
ACTUAL, FISCAL YEARS 1965-66 TO 1970-71 AND PROJECTED FISCAL YEARS 1971-72 TO 1979-80 

{Millions of Dollars) 

Fiscal Year 

Actual Revenues 

1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

Projected Revenues 

1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

$ 

Amount 

247.1 
340.6 
396.2 
463.3 
507.0 
585.9 

685.1 
766.8 
877.0 
909.5 
949.1 
987.6 

1,027.8 
1,073.9 
1,120.0 

Change From Preceding Year 
Amount Percent 

$ 
+93.5. +37.8
+55.6 +16.3
+67.1 +16.9
+43.7 +9.4
+78.9 +15.6

+99.2 +16.9
+81. 7 +11.9

+110.2 +14.4
+32.5 +3. 7
+39.6 +4.4
+38.5 +4.1
+40.2 +4.1
+46.1 +4.5
+46.1 +4.3

Source: U.S. Bureau of the Census, State Government Finances in 19--, selected 
editions (Washington: Government Printing Office); Annual Report of the Department 
of Welfare and Institutions, selected editions (Richmond: Department of Welfare and 
Institutions. 
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TABLE A.20.--LOCAL GOVERNMENT REVENUE FROM FEDERAL CASH TRANSFERS 
ACTUAL, FISCAL YEARS 1965-66 TO 1970-71 AND PROJECTED, FISCAL YEARS 1971-72 TO 1979-80 

(Millions of Dollars) 

Fiscal Year 

Actual Revenues 

1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

Projected Revenues 

1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

$ 

Amount 

43.5 
43.9 
53.4 
62 .1 
80.8 
88.6 

95.3 
192.6 
189.7 
198.9 
208.3 
197.4 
139.9 
148.9 
158.4 

$ 

Change From Preceding Year 
Amount Percent 

+o.4 
+9.5 

+8.7
+18.7

+7.8

+6.7
+97.3 

-2.9
+9.2
+9.4

-10.9

-57.5
+9.0
+9.5

+o.9 
+21.6
+16.3
+30.1

+9. 7

+7.6
+102 .1

-1.5
+4.8
+4.7
-5.2

-29.1
+6.4
+6.4

Source: U.S. Bureau of the Census, Governmental Finances in 19--, selected
editions (Washington: Government Printing Office). 
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I.BLE A ,21--LOCAL GOVERNMENT EXPENDITURES FOR EDUCATION ACTUAL, FISCAL YEARS 1965-66 TO 
1970-71 AND PROJECTED, FISCAL YEAKS 1971-72 TO 1979-80 

Fiscal Year 

Actual Expenditures 

1965-66 
;1.966-67 
1967-68 
1968-69 
1969-70 
1970-71 

.•. 

Projected Expenditures 

1971-72 

1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

(Millions of Dollars) 

Change From Preceding Year 

Amount 

$ 518.6 
575.2 

635.6 
681.3 
777 .l 
873.4 

985 .o
1,105.9 
1,195.5 
1,248.3 
1,2 98.6 
1,354.2 
1,409.0 
1,468.6 
1,531.9 

Amount 

$ 
+56.6
+60.4
+45. 7
+95.8
+96.3

+111.6
+120.9

+89.6
·o-52. 8
+50.3
+55.6
+54.8
+59.6
+63.3

Percent 

+10.9
+10.5

+7.2
+14.1
+12.4

+12 .8
+12.3

+8.l
+4.4
+4.0
+'+ .3
+4.0
+4.2
+4.3

Sources: U.S. Bureau of the Census, Governmental Finances in 19 , selected 
editions (Washington: Government Printing Office); Annual Report of the Superintendent 
of Public Instruction, School Year 1971-72 (Richmond: State Board of Education, 1972). 
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TABLE A,22--LOCAL GOVERNMENI EXPENDITURES FOR HIGHWAYS 
\CTUAL, FISCAL YEARS 1�65-66 TO 1970-71 AND PROJECTED, FISCAL YEARS 1971-72 TO 1979-80 

(Millions of Dollars) 

Fiscal Year 

Actual Expenditures 

1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

Projected Expenditures 

1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

Amount 

$41. 7 
59.6 
48.6 
54.4 
57.8 
63.0 

67.0 
72.3 
74.3 
75.7 
77 .3 
79.3 
81.3 
83.3 
85.3 

Change From Preceding Year 
Amount Percent 

$ .•• 
+17.9
-11.0
+5.8
+3.4
+5.2

+4.0 
+5.3
+2.0
+2.5
+1.6
+2.0
+2.0
+2.0
+2.0

+42.9 
-18.5
+11.9

+6.3
+9.0

+6.3
+7.9
+2.8
+3.4
+2.1
+2 .6
+2.5
+2.5
+2.4

Source: U.S. Bureau of the Census, Governmental Finances in 19--, selected 
editions (Washington: Government Printing Office). 
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TABLE A •23. --LOCAL GOVERNMENT EXPENDITURES FOR PUBLIC WELFARE 
ACTUAL, FISCAL YEARS 1965-66 TO 1970-71 AND PROJECTED, FISCAL YEARS 1971-72 TO 1979-80 

(Millions of Dollars) 

Fiscal Year 

Actual Expenditures 

1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

Projected Expenditures 

1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

Amount 

$ 53.8 
58.6 
68.3 
82. 7

101.6 
140.3 

177.2 
184.2 
209.3 
214.9 
227.3 
234.6 
245.3 
259.7 
271.4 

$ 

Change From Preceding Year 
Amount Percent 

-+4.8 
+9.7 

+14.4
+18.9
+38.7

+36.9
+7.0

+25.1
+5.6

+12.4
+7.3

+10.7
+14.4
+11. 7

+8.9
+16.6
+21.1
+22 .9
+38.1

+26.3
-+4.0

+13.6
+2. 7
+5.8
+3.2
-+4.5
+5.9
-+4.5

Source: Annual Report of the Department of Welfare and Institutions, selected 
editions (Richmond: Department of Welfare and Institutions). 
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TABLE A •24. --LOCAL GOVERNMENT EXPENDITURES FOR HEALTH AND HOSPITALS 
ACTUAL, FISCAL YEAR 1965-66 TO 1970-71 AND PROJECTED, FISCAL YEARS 1971-72 TO 1979-80 

(Millions of Dollars) 

Fiscal Year 

Actual Expenditures 

1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

Projected Expenditures 

1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

Amount 

$13.6 
16.2 
24.5 
26. 7
23.4
29.7

31.8 
33.8 
36.2 
38.6 
41.1 
43.7 
46.5 
49.5 
52.7 

Change From Preceding Year 
Amount Percent 

$ .•. 
+2.6
+8.3
+2.2
-3.3
+6.3

+2.1
+2.0
+2.4
+2.4
+2.5
+2.6
+2.8
+3.0
+3.2

+19.1
+51.2
+9.0

-12 .4
+26.9

+7.1
+6.3
+7.1
+6.6
+6.5
+6.3
+6.4
+6.5
+6.5

Source: U.S. Bureau of  the Census, Governmental Finances in 19--, selected 
editions (Washington: Government Printing Office), 
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TABLE A.25.--LOCAL GOVERNMENT EXPENDITURES FOR POLICE AND FIRE PROTECTION 
ACTUAL, FISCAL YEARS 1965-66 TO 1970-71 AND PROJECTED, FISCAL YEARS 1971-72 TO 1979-80 

(Millions of Dollars) 

Fiscal Year 

Actual Expenditures 

1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

Projected Expenditures 

1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

Amount 

$ 57.0 
58.9 
68.9 
76.9 
89.1 
96.5 

102.9 
109.8 
117.6 
125.6 
133.6 
142.1 
151.6 
160.8 
171.0 

Change From Preceding Year 
Amount Percent 

$ 
+1.9

+10.0
+8.0

+12.2
+7.4

+6.4
+6.9
+7.8
+8.0
+8.0
+8.5
+9.5
+9.2

+10.2

+3.3
+17.0
+11.6
+15.9
+8.3

+6.6
+6.7
+7.1
+6.8
+6.4
+6.4
+6.7
+6.1
+6.3

Source: U.S. Bureau of the Census, Governmental Finances in 19--, selected 
editions, (Washington: Government Printing Office). 
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TABLE A.26.--LOCAL GOVERNMENT EXPENDITURES FOR SEWERAGE AND SANITATION 
CTUAL, FISCAL YEARS 1965-66 TO 1970-71 AND PROJECTED FISCAL YEARS 1971-72 TO 1979-80 

(Millions of Dollars) 

Change from Preceding Year 
Fiscal Year 

Actual Expenditures 

1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

Actual Expenditures 

1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

Amount 

$ 48.3 
55.5 
60.0 
70.3
61.4
69.9

75.0 
79.9 
85.5 
91.2 
96.9 

102.9 
109.4 
116.2 
123.4 

Amount 

$ . . .

+7.2
+4.5

+10.3
-8.9
+8.5

+5.1
+4.9
+5.6
+5.7
+5.7
+6.0
+6.5
+6.8
+7.2

Source: U.S. Bureau of the Census, Governmental Finances in 19--, selected 
editions (Washington: Government Pr'inting Office). 

Percent 

+14.9
+8.1

+17 .2
-12. 7
+13.8

+7.3
+6.5
+7.0
+6.7
+6.3
+6.2
+6.3
+6.2
+6.2
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TABLE A-27--LOCAL GOVERNMENT EXPENDITURES FOR LOCAL PARKS AND RECREATION 
ACTUAL, FISCAL YEARS 1965-66 TO 1970-71 AND PROJECTED, FISCAL YEARS 1971-72 TO 1979-80 

(Millions of Dollars) 

Change From Preceding Year 
Fiscal Year 

\ctual Expenditure 

1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

Projected Expenditures 

1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

Amount 

$14.8 
16.0 
20.0 
26.4 
46.7 
37.8 

40.7 
43.4 
46.5 
49.6 
52.8 
56.2 
59.8 
63.6 
67.7 

Amount 

$ ••• 
+l.2
+4.0
+6.4

+20.3
-8.9

+2.9
+2.7
+3.1
+3.1
+3.2
+3.4
+3.6
+3.8
+4.1

Source: U.S. Bureau of the Census, Governmental Finances in 19--, selected 
editions (Washington: Government Printing Office). 

Percent 

+8.1
+25.0
+32.0
+76.9
-19.l

+7 .7
+6.6
+7.1
+6.7
+6.5
+6.4
+6.4
+6.4
+6.4
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\BLE A•28--LOCAL GOVERNMENT EXPENDITURES FOR FINANCIAL ADMINISTRATION AND GENERAL CONTROL 
ACTUAL, FISCAL YEARS 1965-66 TO 1970-71 AND PROJECTED FISCAL YEARS, 1971-72 TO 1979-80 

(Millions of Dollars) 

Fiscal Year 

�tual Expenditures 

196.5-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

Projected Expenditures 

1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

$ 

Amount 

31.4 
32.0 
38.7 
42.7 
47 .9 
56.9 

61.2 
65.3 
69.9 
74.6 
79.4 
84.5 
89.9 
95.6 

101. 7

Change From Preceding Year 
Amount Percent 

$ . . .

+o.6 
+6.7
+4.0
+9.2
+9.0

+4.3 
+4.1 
+4.6
+4.7
+4.8
+5.1
+5.4
+5.7
+6.1

+1.9
+20.9
+10.3
+21.5
+18.8

+7.6
+6.7
+7.0
+6.7
+6.4
+6.4
+6.4
+6.3
+6.4

Source: U.S. Bureau of the Census, Governmental Finar,.ces in 19--, selected 
editions (Washington: Government Printing Office). 
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TABLE A 029--LOCAL GOVERNMENT EXPENDITURES FOR ALL OTHER FUNCTI ONS 
ACTUAL, FISCAL YEARS 1965-66 TO 1970-71 AND PROJECTED, FISCAL YEARS, 1971-72 TO 1979-80 

(Millions of Dollars) 

Fiscal Year 

Actual Expenditures 

1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

Projected Expenditures 

1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 

Amount 

$ 73.1 
75 .. 1 

118.5 
129.4 
152.7 
195.9 

210.8 
224.9 
240.8 
257.1 
273.5 
290.9 
309.4 
329.1 
350.1 

Change From Preceding Year 
Amount Percent 

$ 
+2.0

-+43.4 
+10.9
+23.3
-+43.2

+14.9
+14.1
+15.9
+16.3
+16.4
+17.4
+18.5
+19.7
+21.0

+2.7
+57.8

+9.2
+18.0
+28.3

+7.6
+6.7
+7.1
+6.8
+6.4
+6.4
+6.4
+6.4
+6.4

Source: 
(Washington: 

U.S. Bureau of the Census, Governmental Finances in 19--, selected editions 
Government Printing Office). 
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TABLE A.30--COMPARISON OF REAL ESTATE ASSESSMENT RATIOS AND EFFECTIVE 
TRUE TAX RATES IN VIRGINIA COUNTIES AND CITIES, TAX YEARS 1962 AND 1971 

Average Effective True Tax 
Assessment Ratio Rate 

Locality 1962 1971 
Absolui1
Change- 1962 1971 

Absolui1
Change-

Counties 
Accomack .174 .188 +.014 $0.65 $0.55 $-0.10 
Albemarle .120 .122 +.002 .46 • 72 + .26
Alleghany .213 .167 -.046 • 77 • 79 + .02
Amelia .239 .107 -.132 • 72 .32 - .40
Amherst .127 .119 -.008 .47 .38 - .09

Appomattox .206 .160 -.046 .57 .48 - .09
Arlington .318 • 344 +.026 1.23 1.32 + .09
Augusta .251 .256 +.005 .73 .67 - .06
Bath .329 .223 -.106 .90 .70 - .20
Bedford .164 .110 -.054 .60 .47 - .13

Bland .125 .056 -.069 .64 .31 - .33
Botetourt .167 .125 -.042 .67 .55 - .12
Brunswick .178 .181 +.003 .53 .54 + .01
Buchanan .098 .094 -.004 .39 .52 + .13
Buckingham .294 .106 -.188 .62 .27 - .35

Campbell .215 .151 -.064 .65 .51 - .14
Caroline .179 .122 -.057 .54 .40 - .14
Carroll .092 .111 +.019 .43 • 72 + .29
Charles City .203 .119 -.084 .76 .51 - .25
Charlotte .132 .109 -.023 .46 .43 - .03

Chesterfield .313 .279 -.034 .81 .86 + .05
Clarke .143 .179 +.036 .38 .58 + .20
Craig .197 .152 -.045 .65 .61 - .04
Culpeper .193 .167 -.026 .41 .50 + .09
Cumberland .188 .108 -.080 .68 .39 - .29

Dickenson .099 .073 -.026 .69 .51 - .18
Dinwiddie .196 .160 -.036 .49 .59 + .10
Essex .357 .234 -.123 .66 .43 - .23
Fairfax .338 .326 -.012 1.14 1.41 + .27
Fauquier .162 .100 -.062 .43 .42 - .01

Floyd .224 .126 -.098 .90 .50 - .40
Fluvanna .215 .132 -.083 .43 .38 - .05
Franklin .140 .098 -.042 .67 .47 - .20
Frederick .153 .167 +.014 .43 .57 + .14
Giles .134 .117 -.017 .47 .52 + .05

(Table continued on next page.) 
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TABLE A. 3�-COMPARISON OF REAL ESTATE ASSESSMENT RATIOS AND EFFECTIVE 
TRUE TAX RATES IN VIRGINIA COUNTIES AND CITIES, TAX YEARS 1962 AND 1971 (Continued) 

Average Effective True Tax 
Asse&smcnt Ratio Rate 

LocalitJ'. 1962 1971 
Absoluli? 
Change- 1962 1971 

Absolut? 
a Change-

Gloucester .236 .214 -.022 $0.59 $0.48 $-0.11 
Goochland .223 .173 -.050 .56 .60 + .04
Grayson .077 .122 +.045 .46 .34 - .12
Greene .159 .135 -.024 .48 .61 + .13
Greensville .164 .188 +.024 .45 .38 - .07

Halifax .207 .154 -.053 .49 .44 - .05
Hanover .201 .202 +.001 .62 .59 - .03
Henrico .367 .337 -.030 .87 1.00 + .13
Henry .138 .131 -.007 .48 .56 + .08
Highland .196 .214 +.018 .64 .54 - .10

Isle of Wight .202 .160 -.042 .64 .48 - .16
James City .207 .233 +.026 .62 .98 + .36
King George .185 .211 +.026 .56 .71 + .15
King & Queen .319 .150 -.169 • 75b/ .53b/ - .22
King William .258 .180 -.078 .5!r .51- - .08 

Lancaster .271 .232 -.039 .46 .42 - .04 
Lee .090 .070 -.020 .82 .73 - .09
Loudoun .143 .276 +.133 .40 .73 + .33 
Louisa .176 .138 -.038 .40 .43 + .03 
Lunenburg .143 .150 +.007 .41 .60 + .19 

Madison .223 .111 -.112 .65 .43 - .22
Mathews .207 .233 +.026 .48 .58 + .10
Mecklenburg .196 .151 -.045 .56 .45 - .11
Middlesex .213 .176 -.037 .69 .40 - .29
Montgomery .178 .121 -.057 .63 .57 - .06

Nansemond .156 .170 +.014 .49 .86 + .37
Nelson .168 .068 -.100 .52 .34 - .18
New Kent .141 .144 +.003 .49 / .61 / + .12
Northampton .261 .145 -.116 .9s£ .65.£ - .30
Northumberland .253 .246 -.007 .56 .54 - .02

Nottoway .240 .191 -.049 .79 .69 - .10

Orange .173 .157 -.016 .52 . 70 + .18
Page .135 .077 -.058 .68 .45 - .23
Patrick .201 .123 -.078 .60 .43 - .17
Pittsylvania .209 .267 +.058 .so .73 + .23

Powhatan .209 .226 +.017 .52d/ .80d/ + .28
Prince Edward .151 .117 -.034 .ls-= .2!r + .14
Prince George .255 .240 -.015 .69 .70 + .01
Prince William .151 .295 +.144 .69 1.16 + .47
Pulaski .158 .106 -.052 .68 .56 - .12

(Table continued on next page.) 
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TABLE A.30--COMPARISON OF REAL ESTATE ASSESSMENT RATIOS AND EFFECTIVE 
TRUE TAX RATES IN VIRGINIA COUNTIES AND CITIES, TAX YEARS 1962 AND 1971 (Continued) 

Average Effective True Tax 
Assessment Ratio Rate 

Locality 1962 1971 

AbsoluJi?
Change- 1962 1971 

Absolut?a 
Change-

Rappahannock .114 .078 -.036 $0.40 $0.32 $-0.08 
Richmond .275 .213 -.062 .61 .55 - .06
Roanoke .330 .306 -.024 . 74 

/
.90 + .16 

Rockbridge .228 .154 -.074 .67!!. .67 
Rockingham .225 .175 -.050 .61 .47 - .14

Russell .165 .165 .39 .61 + .22
Scott .099 .100 +.001 .80 .82 + .02
Shenandoah .148 .167 +.019 .38 .37 - .01
Smyth .086 .082 -.004 .45 .49 + .04
Southampton .153 .140 -.013 .48 .63 + .15

Spotsylvania .330 .232 -.098 .76 .77 + .01
Stafford .191 .290 +.099 .46 .87 + .41
Surry .191 .122 -.069 .44 .24 - .20
Sussex .165 .120 -.045 .58 .48 - .10
'Iazewell .143 .150 +.007 .72 . 71 - .01

Warren .164 .099 -.065 .45 .39 - .06
Washington .062 .077 +.015 .58 .68 + .10
Westmoreland .300 .240 -.060 .87 .82 - .05
Wise .165 .205 +.040 .85 .87 + .02
Wythe .152 .134 -.018 .68f/

.60f/
- .08

York .202 .172 -.030 .4s=- .75- + .27

County Weighted 
average .237 .239 +.002 $0.77 $0.90 $+o.13 

Cities 
Alexandr}a .436 .428 -.008 $1.37 $1. 73 $+o.36 
Bedford.& n.a. .533 n.a. n.a. .69 n.a.
Bristol .361 .333 -.028 .87 1.33 + .46
Buena Vista .300 .322 +.022 1.11 1.16 + .05
Charlottesville .274 .223 -.051 .96 1.07 + .11

h/
.477 1.56 Chesapeake- n.a. n.a. n.a. n.a.

Clifton Forge .339 .374 +.035 1.10 1.27 + .17
Colonial Heights .846 .871 +.025 1.02 1.13 + .11
Covington .303 .254 -.049 1.09 1.05 - .04
Danville .613 .513 -.100 .92 .90 - .02

Emporia.!./ n.a. .466 n.a. n.a. .75 n.a. 
Fairfax .339 .401 +.062 1.17 1.60 + .43
Falls Church .440 .463 +.023 1.43 1.32 - .11

Franklin .168 .464 +.296 .71 1.07 + .36
Fredericksburg .426 .349 -.077 .85 1.12 + .27

(Table continued on next page.) 
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TABLE A.30--COMPARISON OF REAL ESTATE ASSESSMENT RATIOS AND EFFECTIVE 
TRUE TAX RATES IN VIRGINIA COUNTIES AND CITIES, TAX YEARS 1962 AND 1971 (Continued) 

Assessment Ratio 

Locality 

Galax 
Hampton 
Harrisonburg 
Hopewell .

1Lexington.I. 

Lynchburg 
Martinsville 
Newport News 
Norfolk 
Norton 

Petersburg 

Portsmouth 
Radford 

Richmond 
Roanoke 

Sale�/ 
South Boston 
Staunton 
Suffolk l/ Virginia Beach-

Waynesboro 
Williamsburg 
Winchester 

City weighted 
average 

State weighted 
average 

1962 

.116 

.333 

.355 

.400 
n.a.

• 448
.448
.321
.430
.188

.456 

.424 
,322 
.847 
.346 

n.a.
.256 
.340 
.399 

n.a. 

.234 

.378 

.454 

.471 

.321 

n.a. - not available

lill 

Absoluli? 
Chanse-

.142 +.026 

.399 +.066 

.341 -.014 
.347 -.053 
.777 n.a.

.416 -.032 

.521 +.073 

.443 +.122 
.507 +.077 
.221 +.033 

.855 +.399 
.623 +.199 
.366 +.044 
.877 +.030 
.400 +.054 

.347 n.a.

.220 -.036 

.260 -.080 

.511 +.112 

.418 n.a.

.203 -.031 
.287 -.091 
.392 -.062 

.503 +.032 

.330 +.009 

a/ 1970 figures minus 1962 figures. 
b/ Applies only to real estate outside 
�/ Applies only to real estate outside 
d/ Applies only to real estate outside 
";/ Applies only to real estate outside 
f./ Applies only to real estate outside 

the 
the 
the 
the 
the 

ii Became an independent city after 1962. 
h/ Became an independent city after 1962. 

city of South Norfolk. 
j) Became an independent city after 1962.

County. 

Average Effective True Tax 
Rate 

Absolut1 
1962 1971 Change-

$0. 75 $0.82 $+ .07 
1.00 1.34 + .34
.94 .85 - .09
.98 1.11 + .13

n.a . .93 n.a.

1.28 1.25 - .03
.83 .99 + .16
.96 1.75 + .79

1.29 1.37 + .08

.85 .99 + .14

1.35 1.62 + .27
1.06 1.40 + .34
.87 1.02 + .15

1.59 1. 76 + .17
1.02 1.38 + .36

n.a. 1.13 n .a.
.83 1.06 + .23
.95 .83 - .12

1.06 1.58 + .52
n.a. .87 n.a.

.82 1.02 + .20
.95 .75 - .20
.82 1.06 + .24

$1.19 $1.36 $+o.17 

$0.92 $1.06 $+o.14 

town of West Point. 
town of Cape Charles. 
town of Farmville. 
town of Lexington. 
town of Poquoson. 
Formerly part of Bedford County. 
Formerly Norfolk County and 

Formerly part of Greensville 
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TABLE A30-- COMPARISON OF REAL ESTATE ASSESSMENT RATIOS AND EFFECTIVE 
TRUE TAX RATES IN VIRGINIA COUNTIES AND CITIES, TAX YEARS 1962 AND 1971 (Continued) 

ll Became an independent city after 1962. Formerly part of Rockbridge 
County. 

'!:/ Became an independent city after 1962. Formerly part of Roanoke 
County. 

1/ Became an independent city after 1962. Formerly part of Princess Anne 
County ·and old city of Virginia Beach. 

Source: Virginia Department of Taxation, "Real Estate Assessment Ratios 
and Average Effective True Tax Rates in Virginia Counties and Cities", (1962 
and 1964 issue: Richmond, May 15, 1965; 1970 and 1971 issue: Richmond, May 1, 
1973). 



COUNTY 

TABLE A,31 ••STUDY OF THE RATIO OF 19.71 ASSESSED VALUATIONS TO 1971 SELLING .PRICES 

OF REAL ESTATE IN THE COUNTIES AND CITIES OF VIRGINIA 

RESIDENTIAL AGRICULTURAL· COMMERCIAL 

No. No. No, 
of of of 

No. 
of 

Sales Median c/#-1 Sales Median C/D�/ Sales Median c1#1 Sales 

Accomack 310 19.9% 27.6% 30 15.9% 3 9. 7"/, 8 14.1% 35.5% 348 
Albemarle 438 12.5 16.3 55 8.3 37 .4 3 1, "I: 496 
Al leRhanv 139 17 .4 18.7 19 10.2 85.5 2 ·k '1: 160 
Amelia 20 11. 2 26.4 20 10.1 24.0 1 i': * 41
Amherst 188 12.5 25.4 34 7.0 40.0 3 * -.·: 225
Aooor.1a t t ox 46 17.8 41.3 42 13.2 30.0 1 * .,. 89
Arlington 284 34.8 8.4 0 .c * 151 33.5 10.3 I 435
Augusta 274 26.1 15.2 45 23 .4 17.8 2 ·l: -I: 321
Bath 33 24.0 26.5 11 14.6 54.6 4 18.8 30.9 48 
Bedford 277 12.2 35.3 91 8.2 34. 9 0 .� * 368
Bland 12 12.3 47.7 28 4.9 30.0 3 * * I !13 

Botetourt 143 13.2 20.3 64 10.4 45.9 7 14.2 39.9 214 
Ilruns1Iick 68 18.8 28.9 23 15.8 32.5 7 16.0 55.4 98 
Buchanan 127 9.2 75.8 21 12.0 53.5 2 .... , .. k 150 
I\ucki,rnham 28 15.2 53.3 44 10.3 37.9 3 1, ",'( 75 
Cc:mobell 591 15.2 17.6 25 12.9 35.1 5 19.8 46.2 621 
Caroline 372 12.2 l11.5 52 11. 7 52.1 2 * •'• 

11 426 
Cnrroll 205 11.1 30.3 99 11.3 32.2 2 * ·-/: 306 
Charles Citv 21 12.5 45.5 16 10. 9 40.7 0 "I: .,. 37 
Charlotte 42 11. 7 31.3 29 9.6 31.2 2 ;': -'· 73 
Chesterfield 511 28.0 11.4 10 31.1 25.7 7 23.2 17. 6 I 528 
Clarke 151 18. 1 21. 7 21 15.6 27.0 2 .... , .•. 17!.. 
Crai" 48 16.3 54.5 17 12.0 19.1 3 I ;': .... , I 68 
Cull)cner 20!, 16.8 18.2 36 13. 2 24.4 8 26.3 13. 6 I 248 
Cumberland 50 12.1 43.9 33 8.3 30.8 1 ;': ..,,, I 84 
Dickenson 54 7 .L1 37.2 23 6.6 36.6 0 ,. ....( 77 
Dim�iddie 152 16.8 23.6 21 11.6 29.5 0 "I: .... , 173 
F.s�ex 101 24.0 28.3 28 20.7 35,8 I 6 41.2 37.1 135 
Fairfax 590 32. 6 8.1 0 ;'r * 9 33.0 26.8 599 
F:.i.ui:nd.Pr 161 10.6 25.3 114 8.8 30.2 5 7.9 175.4 280 

� C/D - Coefficient of Dispersion 

* Indicates sample too small for calculations

AGGREGATE 

Median 

18.8% 
12.2 
16.7 
10.7 
11. 9
16.0
34.4
25.6
22.3
11.0
5.6 

12.5 
18.1 

9.4 
10.6 
15.1 I 

12.2 
11. 1 
11. 9
10.9 
27.9 
17.9 
15.2 
16.7 
i0.8 
7.3 

15.0 
23.4 
32.6 
10.0 

c1#1

30.5% 
20 7 
22.5 
25.0 
29.8 
32.9 

8.8 
16.3 
29.8 
38.4 
6,J. 5 
27. �--
3u. i
73.J;_ 

5l,. 1 
18.-'.+ 
!.2.2 
30.7 
44.7 
30.6 
12.0 
23.3 
l,4. 7 
20.6 
41. 2
37.0 
26.2 
3? � 

• I 

8.2 
28.6 

I 

"" 
.... 
I',) 

I 



-

TABLE A. 31-•STUDY OF THE MfIO OF 1971 ASSESSED VALUATIONS TO 1971 �.11oLLING PRICES 
OF REAL ESTATE IN THE COUNTIES AND CITIES OF VIRGINIA (Continued) 

RESIDENTIAL AGRICULTURAL I COMMERCIAL AGGREGATE 

COUNTY 

Flovd 
Fluvanna 
Franklin 
Frederick 
Giles 
Gloucester 
Goochland 
Gravson 
Greene 
G:.:eensvi 11 e
Jfalifax 

Hanover 
Henrico 
Henrv 
Hi.11.hland 
Isle of Wight 
James City 
King George 
King & Queen 
King William 
Lancaster 
Lee 
Loudoun 
Louisa 
Lunenburg 
}:adison 
}k'"tthews 

}:�cki.enburg 
Middlesex 
Hontgomerv 
Nansemond 
Nelson 

-

.. 

No, 
of 

Sales Median

58 16.7% 
147 14. 7
152 10.5 
466 17.5 
161 11. 7 
314 21. 9
102 18.4 
123 12.6 

79 15.9 
90 19.6 
·-,__

156 16.0 
506 20.5 
519 33.8 
352 13.4 

44 26.8 
--,-.. 

167 16.2 
-a-- --· 

265 23.4 
·-- """--�-

58 21. 6--·· _,..,=. 

31 16.5 
65 19.6 

- """"�-

172 23.8 
218 

-
7 .1 

276 28.2 
176 14.9 
-6i-- 16.4 ...

96 14.7 
139 24.0 
220 16.3 
149 18.2 
27l, 12.5 
403 17 .3 
__ 31 9.3 

fY CID - Coefficient of Dispersion 

No, 

cf# 
of 

Sales 

43.7% 76 
24.3 32 
31.1 53 
27.9 66 
34.4 12 
30.7 18 
26.5 19 
51.3 37 
27.9 16 
29.4 10 
35.4 49. 
16.0 35 

8.6 1 
27.9 14 
37.5 34 
21.0 11 
14.1 3 1.
23.0 23 I

! 52.8 20 
29.6 

-, 

17 
30.2 16 

--

34, 7 65 
17.2 53 
28.7 57 
30.7 48 
43.6 30 
32.2 11 

24.1 34 
31.3 16 
18.4 83 
19.8 14 
50.4 65 

* Indicates sample too small for calculations

Median 

11.3% 
8.6 
7.4 

11.3 
11. 2

13.4 
11. 9
10.8 
6.6 

19.3 
13.8 
15.8 

..... 

7.6 
16.6 
10.0 

';'( 

18.3 
13,4 
14.0 
19.9 

6.2 
24.3 
10.9 
11.2 

7.1 
11. 2
11.6 
11.8 
10,li. 

9.8 
6.0 

No, No. 

C/D!Y 
of 

C/D�/ 
of 

Sales Median Sales Median 

28.5% 2 >� ..... 136 12. 6'7,
26.4 4 18.1% 115.0'7, 183 13. 2

34.0 4 13.6 107 .8 209 9.8 
27.6 I 3 .,. ... ·: 535 16.7 
26.7 0 .,. 'i,'( 173 11. 7
32.1 7 20.1 60.4 339 21.4 
4l1,0 3 ..... �. 124 17.3 

I 62.8 1 -k .,. 161 12.2 
34.4 0 ..... ... ·: 95 13.5 
51.5 7 15.2 I 22.6 i 107 18,8 
33.3 9 11.9 50.4 214 15.4 
33.6 9 22.3 23.8 550 20.2 

..... 7 33.2 18.6 527 33.7 
42.3 4 15.3 40.7 370 

I
13.1 

25._9 2 .,. -:: 80 21.4 
20.0 6 12.8 47.1 I 184 16.0 

·- -

"'k 8 12.2 49.6 276 23.3 
_.,._ -

31. 7 0 -;': ... , 81 21.1 
39.0 1 ... '< ..,·� 52 15.0 
23.0 2 ..... ·k 5!+ 18.0 
24.2 4 26.4 43.9 192 23.2 
38.5 3 ..... ·'· I 286 7.0 
23.1 9 26.8 26.2 338 27.6 
30.8 0 ..,,, .._,, 11 233 13. 8
35.7 4 36.6 I 22.2 113 15.0 
38.9 0 ·" •': :!.26 11.1 
37.2 1 ;': ;': !! 151 23.3 
27 .2 16 17.6 43.4 '270 15 .1 
35.4 3 "i': i': I 168 17.6 
41.0 7 17.9 42,5 364 12.1 
29.6 6 18.8 35.3 423 17.0 
33.9 0 i': �: I 146 I 6.8 

I 

I 
I 

I 

I 

I 

C/D
!Y 

42. 9�1.
31. 9
34.8 
30.2 
32.9 
32.3 
27.1 
51.8 
45.2 
33.1 
33.0 
17.2 

8.6 
29.8 
42.6 
25.0 
15.4 
24.3 
38.8 
31.1 
,, 1 ? 
..)J.._ 

35.0 
19.3 
35.2 
37.0 
5'2.0 

34.0 

27 .4 
32.4 
2 1

: .1 
21.3 
51.1 

I 
.p.. 
-

I.,) 
I 



TABLE A.31--STUDY OF THE RATIO OF 1971 ASSESSED VALUATIONS TO 1971 SELLING PRICES 
OF REAL ESTATE IN THE COUNTIES AND CITIES OF VIRGINIA (Continued) 

RESIDENTIAL AGRICULTURAL co:-1MERCIAL 

No. No. No. No. 
COUNTY of 

C/D� 
of 

er# 
of 

c;rft/ 
of 

Sales Median Sales Median Sales Median Sales 

New Kent 102 15.0% 30.2% 11 7.0% 30.3% 1 * ,'< 114 
Northampton 130 15.4 60.1 7 7.2 28.4 3 ..,': l': 140 
Northunberland 231 25.0 33.6 17 15.8 50.0 3 "I: * 251
c\'ottowav 72 20,9 29.2 17 12.4 23.2 8 18.9% 45.4% 97 
Oranl!e 170 17.4 19.6 38 6.4 33.2 7 24.3 26.2 215 
Pa<"e 177 8.0 39.4 17 4.7 92.9 1 •': 1: 195 

. 

Pat-rick 111 12.8 55.7 67 11.6 31.1 1 ;, .� 179 
Pittsvlvania 302 27.7 28.2 71 20.0 31.9 6 25.1 77.4 379 
Powhat�n l8t1 23.5 22.7 32 17.3 18.4 1 -.·: •': 217 
Prince Edward 109 12.5 !10,4 38 9.1 35.5 6 18.2 33.8 153 
Prince Geore:e 158 24.0 14.8 9 18.1 32.3 5 19.1 38.8 172 
Prince William 560 29.5 5.8 18 28.0 17.7 24 I 25.1 28.1 602 
Pulaski 296 10.6 29.2 18 8.0 35.9 8 14.6 29.1 322 
Raonahannock 69 8.0 43.3 22 6,4 32.3 1 ... .... , 92 
Ricn.mond 44 24.5 22.2 24 14.2 t!-5 .s I 4 17,0 93.0 72 
Roanoke 570 30,7 11.1 10 . 21. 7 34.4 8 24.8 46.0 588 
Rockbrid2:e 145 17.2 29.3 53 12.0 19.6 4 18.1 48.9 202 
Rockin2ham .. 326 18.0 29.4 38 13.6 33.9 6 18.9 36.1 I 370 
Russell 113 16.0 38.9 27 17.2 39. 7 2 o': •': II 142 
Scott 57 7.5 28.7 30 6.6 35.6 4 8.9 6. 2 l 91
Shenandoah 263 16.8 20.7 50 13.8 41. 9 4 13.1 56.B I 317 
Smvth 215 8.2 28.3 18 8.7 71.3 2 'f: 'f: 235 
Southamnton 117 14.3 19.4 9 8.0 26.6 4 12.3 131.2 130 
Snotsvlvania 213 24.0 27.2 29 10.1 35.3 2 ')'( "'i: 244 
St'afford 295 29.5 20.0 27 22.0 35.3 10 22.2 51. 7 332 
Surrv 41 12.2 48.7 16 11.1 43.3 1 ·l: * 58
Sussex 39 12.0 43.9 I 9 9.0 29.9 s 16.6 27.9 56 
Tazewell 327 15.3 31.6 33 12.8 44.5 4 10.2 19.5 I 364 
Warren 557· 10.0 44.2 18 4.2 36.9 9 lJ,9 46.4 I 584 
Washington 247 7.4 26.5 42 9.7 27.9 5 10.5 135.4 I 294 
WE=stmoreland 588 24.0 36.� 13 16.0 26.5 10 26.0 53,2 611 
Wise 405 20.4 56.9 22 l 19.3 59.1 I 8 23.7 20.9 435 
Wvthe 196 13 .5 14.6 43 I 13 .1 14.6 2 �" '"k 241 I
York 509 17.3 17.9 6 14.0 55.3 6 10.4 29.7 521 

� C/D - Coefficient of Dispersion 

* Indir - sarr.ple too small for, calculations

AGGREGATE 

Median 

14.4% 
14.5 
24.6 
19.1 
15.7 
7.7 

12.3 
26.7 
22.6 
11. 7
24.0 
29.5 
10.6 

7.8 
21.3 
30.6 
15.4 
17.5 
16.5 
7.4 

16.7 
8.2 

14.0 
23.2 
29.0 I 
12.2 
12.0 
15.1 
9.9 
7.7 

2t:..O 

20.5 
I 13.4 

17.2 

C/D� 

32.2% 
63.4 
32.3 
31.6 
34.1 
43.0 
44.7 
27.6 
25.0 
46.1 
15.7 
6.1 

29.7 
39.2 
34,l 
11. 7
32.0 
30.0 
40.2 
27.4 
23.9 
29.9 
23.2 
32. 7
21.8 
46.4 
40.4 
30.9 
46.0 
28.3 
35.6 
5�.4 
14.1 
18.4 

I 
.i:,, 
.... 
.i:,, 
I 



TABLE A. 31--STUDY OF THE RATIO OF 1971 ASSESSED VALUATIONS TO 1971 SELLING PRICES.
OF REAL ESTATE IN THE COUNTIES AND CITIES OF VIRGINIA (Continued) 

RESIDENTIAL AGRICULTURAL COMNERCIAL 
-------

No. No. No. 
CITY of of 

ct'#I 
of 

ctr# Sales Hedian ctrfti Sales Median Sales Median 

Alexandria 327 43.1% 7.9% 0 * ,'r 257 42.4% 9. 7%
Bedford 81 52.9 13.6 0 ".'c ,': 8 59. 7 10.5
Sristol 145 32.8 15.6 0 ;': ;'c 12 39.7 i6.0
Buena Vista 88 32.0 13.5 0 ;': * 3 ·:: "i: 

Charlottesville 485 22.3 12.0 0 ;': ·k 18 23.0 21. 7
Chesapeake 592 47.7 5.6 12 29.67, 53.6?., 25 53.0 19.4
CliJton Forcr:e 49 36.9 30.l 0 ;': .... , 5 41.4 19.S !

Co lc!c.i:l. l Heights 302 S7.5 8.4 0 ;': ".'( li 70.4 30.7 
C'Jvi:-:C!:tcn 84 25.4 28.6 1 .. , -I: , .... , ... , I 

.L 

D;,;ivi l le 751 51.3 12.8 0 * * 25 50.9 64.0 
i':;n:icria 45 47.2 14.5 0 ;': ..... , 10 41.5 32 •. 8 
1'�irfax 57 40.0 8.4 0 ·k .,, 1 ;': -;': 

Falls Church 34 46.1 6.7 0 .... , * 2 ;': ;';; 

Franklin 64 46.4 12.9 0 ·l: -.'c 2 -:.': .... , 
:'"redericksburg 187 35.0 12.6 2 ... , "it 17 34.8 28.8 
Galax 66 14.2 13.6 0 -!: "i': 7 18.7 33.2 
lla;;mton 592 40.0 8.3 1 ..... , .... , 8 30.7 27.3 
ifarrisorburg 115 33.9 11.4 0 ,·, -.': 7 43.7 20.1 
Hooe1-;ell 271_ ____]4.7 11 .5 0 --1: .... , 4 48.2 59.9 I 

Lexington I 68 77 .8 10.6 0 .... , .... , 6 62.5 40.7 
Lv:1ch'.Jurg 6!+7 41.4 . 13.0 0 -I: -I: 26 43.5 17.1 
?iartinsville 223 52.0 14.l 0 -!: "i, 11 62.9 33.2 

. �:ei..:r.ort News 614 44.3 5.7 0 -I: ,� 6 44.9 15.1 
:io:·folk 580 50.9 9.8 0 "i, ,� 38 47.4 31.0 
:·:Orton 62 22.6 25.9 0 "',,': .. 

8 16.5 37.0 
PetersbltrQ' 415 85.5 12.3 0 ..,,,, 28 90.l 23.9 
Ports1:1outh 426 62.3 9.9 0 ..,,,, * 9 70.0 42.6 
R2.dford 108 36.5 13.0 0 "',,': * 2 ,'r �': 

Richmond 586 .87 .5 5.8 0 * * 43 90.6 7.5 
:l.02.:1cke 405 3�.8 6.5 0 "I: * 

. 50 41.5 9.7

�I C/D - Coefficient of Dispersion 

* Indicates sa:nple too small for calculations_

AGGREGATE 

No. 
of 

Sales Median 

584 42.8% 
89 53.3 

157 33.3 
91 32.2 

503 22.3 
629 47.7 
54 37.4 

319 I 87.i
86 25.4 

776 51.3 
55 46.6 
58 40.1 
36 46.3 
66 46.4 

206 34.9 
73 14.2 

601 39.9 
122 34.1 
2i5 34.7 

74 77.7 
673 41.6 
234 52.l
620 44.3 
618 50.7 
70 22.1 

4.!;.3 85.5 
435 62.3 
110 36.6 
629 87.7 
455 I 40.0 

I 

I 

I 

I 

I 

c/oY 

8.6% 
13.1 
16.9 
14.0 
12.0 

6.1 
29.4 

8.6 
29.4 
13.7 
14.8 
8.2 
6.8 

i3. i 

13.7 
14.4 
8.4 

12.0 
11. 8

11. 2
12.9
15.7
5.7

10.5
25.8
13 .3
10.1
13.0
5.9
6.9

I 

� 
.... 
V, 

I 



TABLE A.31--STUDY OF THE RATIO OF 1971 ASSESSED VALUATIONS TO 1971 SELLING PRICES 
OF REAL ESTATE IN THE COUNTIES AND CITIES OF VIRGINIA (Continued) 

RESIDENTIAL AGRICULTURAL 

No. 
CITY of 

C/DW Sales Median 

Salem 328 %.8% 11.6% 
South Boston 101 22.0 13. 9
Staunton 298 25.8 13.3
Suffolk 69 51.4 I 25.0
Vir12inia Beach 409 L:.1.1 13.3
Wavnesboro 310 20.3 10. 9
Williamsburg 52 30.5 13. 7
Winchester 233 39.1 13.1

� C/D - Coefficient of Dispersion 

(JI 
W '' Indicates sample too small for calculations 

No. 
of 

Sales 

0 
0 
0 
0 
8 
0 
0 
0 

W Source: Research Division, State Department of Taxation 

Median 

"i'( 

-;'( 

i': 

,·, 

16.0% 
·::

·k 

,'r 

COMHERCL.\L 

No. No. 

C/D
?) 

of 
C/D

?) 
of 

Sales Median Sales 

-;', 19 32. 7% 13.1% 347 
-;'( 10 20.3 37.6 ii 111 
,. 14 33.4 25.3 I 312 
')': .13 33.8 63.0 !I 82 

27.2i. " 14 22.6 35.8 I 431 I 

* T 3 ... 
I * II 313 

* I 10 18.6 36.6 II 62 
,'r I 9 40.0 16.5 I 2l,.2 

AGGREGATE 

Median 

34. 7"/,
22.0
26.0
51. l
41. l
20.3
28.7 I 
39.2

C/D 

11. 6i,
15. 5
13.2
25.6
13. 9
10.9
16.3
13. J..

I 

.i:.... 
"' 
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