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significant step in the development
of a system of central reporting of local
government finance in Virginia occurred
recently with the appearance of the first
report on the finances of Virginia's cities.
Since the early thirties, the Virginia General Assembly by statute has required the
Auditor of Public Accounts to prepare
annually a financial report on county
government for the fiscal year ending on
June 30. And, although the original legislation contemplated the eventual inclusion of cities in such a central report,
it was not until 1964 that the General
Assembly took specific action to requ ire
reports on the financial operations of the
cities. In that year, an act was passed
which required a financial report to be
made for the year ending on June 30,
but, since several cities had fiscal years
ending at a date other than June 30, the
1964 act delayed the effective date for
the uniform fiscal year to enable the
cities with different fiscal years to make
the transition to the common June 30
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ending. 1 With annual financial reports
now available for the cities and counties,
the large remaining gaps in a complete
central financial reporting system for
Virginia local government are the towns
and the special districts and authorities.
The appearance of the Auditor of
Public Accounts' city report provides an
opportunity for some observations on the
trends in city finance since the midthirties. This opportunity exists as a
resu It of the reports that were prepared
for the Commission on State and Local
Revenues and Expenditures which was
created by the 1948 General Assembly
and reported to the 1950 General Assembly. While these financial reports were
1. The full title of the first city report is
Report of Auditor of Publ ic Accounts of the
Commonwealth of Virginia on Comparative
Cost of City Government, Year Ended June 30,
1967 (Richmond: Auditor of Public Accounts,
Commonwealth of Virginia, 1969). The companion report for the counties bears the title of
Report of Auditor of Public Accounts of the
Commonwealth of Virginia on Comparative
Cost of County Government, Year Ended June
30, 1968 (Richmond: Auditor of Public Accounts, Commonwealth of Virginia, 1970). A
similar trend study of Virginia county finance
will be published in a forthcoming issue of the
News Letter.

not published by the Commission as a
part of its final report, copies are still
available which are concerned with city
revenues, expenditures, and debt for certain selected years. The use of these
reports and the Auditor of Public Accounts' 1967 report makes it possible to
project in a series of brief tables some of
the outstanding trends in Virginia city
finance from 1935 to 1967. 2
A cautionary note needs to be added,
however, in connection with the data
used in this article. Of first importance is
the fact that the figures developed and
reported in the tables do not represent a
strict accounting report since summaries
have been made and different classifications have been combined in some instances. Moreover, as noted in the tables,
the 1967 report of the Auditor of Public
Accounts does not include 4 of the 35
2. The staff reports to the Commission on
State and Local Revenues and Expenditures
which provide the data for the years 1935,
1939, and 1947 were all submitted to the
Commission in July 1949 by the Institute of
Government (then the Bureau of Publ ic Administration) of the University of Virginia and
bear the titles Municipal Revenues in Virginia,
Municipal Expenditures in Virginia, and County
and Municipal Long-Term Debt in Virgi~
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cities that were in existence in that year
because these cities had not yet had a full
year of operation under the uniform June
30 fiscal year. Beginning on July 1, 1968,
ho ever, all Virginia cities, 38 in number
in 1970, will have a common fiscal year
and will therefore be included in the
forthcoming reports on city finance by
the Auditor of Public Accounts.

REVENUES

An overview of the sources of city
revenue between 1935 and 1967 is shown
in Table 1 which presents a breakdown of
the revenues between those raised from
local sources and those received from
State and Federal grants. It comes as no
surprise, of course, that the total expenditures of the 24 cities in ex istence in 1935
increased more that tenfold in the 31
cities reported by the Aud itor in 1967.
Moreover, and constituting no surprise
either, is the graphic illustration of the
increasing dependence of the Virginia city
on revenues from external sources for the
maintenance and operation of the city's
government. From under 8 percent in
1935, the Virginia cities by 1967 had

32-year period as it fell from a total
percentage contribution of 79.8 in 1935
to 53.8 in 1967. Moving in to fill this gap
have been other forms of local taxation.
Among the taxes included in the heading
of IIOther Taxes and Licenses" in Table 2
are the business and occupational license
tax, the motor vehicle tax, the utility
consumers' tax, and, since 1966, the one
percent sales tax authorized for adoption
by cities by the General Assembly in that
year. So far as the other locally raised
revenues are concerned, the remaining
sources have remained almost completely
TABLE 1 / SOURCES OF REVENUE, 1935-1967

1935
1939
1947
1967

1935b
1939
1947
1967

local

State and
Federal Grants

Total

92.3
88.2
78.0
62.6

7.7
11.8
22.0
37.4

100.0
100.0
100.0
100.0

$ 25,353
27,798
52,938
294,717

aAII amounts in Table 1 and the following tables are in the thousands.
blncludes in all the tables reports from 24 cities for all years except 1967 which covers 31 of the
then existing 35 cities. The four cities not included for 1967 are Danville, Newport News, Norfolk,
and Portsmouth. All financial transactions of locally owned utility systems, such as water and power,
have been excluded in the case of both revenues and expenditures. Likewise, the receipts from bond
sales have been excluded in all the tables.

Source by Percentage

Total Amount

Property Tax

Other Taxes
and Licenses

Fines and
Forfeitures

Other

Total

79.8
74.7
63.8
53.8

9.1
12.0
17.9
34.0

1.8
2.0
3.9
1.8

9.3
11.3
14.4
10.4

100.0
100.0
100.0
100.0

come to rely on outside sources for over
37 percent of their revenue. Despite th is
increasing dependence, however, Table 1
underscores the fact that the cities in
1967 were still dependent on their own
efforts for over 62 percent of their
revenue.
The query as to the composition of
this locally raised revenue is answered in
Table 2. The central finding is the demonstration, as one might expect, of the
heavy contribution of the property tax to
the city revenue system. Equally significant, also, is the fact that the property
tax diminished in significance during the

Total Amount a

Source by Percentage

Year

TABLE 2/ SOURCE OF LOCALLY RAISED REVENUE, 1935-1967
Year

sources of revenues and the actual
amounts recei ed by 19 cities for which
information as available for botll 1947
and 1967.
In these 19 cities, the increasing significance to the Virginia city of external
sources of revenue is amply demonstrated, a finding also reported in Table 1.
Much more significant in Table 3, however, is the sharp increase in the anlounts
of revenue between 1947 and 1967, an
increase of almost sevenfold and much
higher than the population increase of the
cities during the same period. In short,

$ 23,397
24,520
41,297
184,615

constant since 1935 as the contribution
of those sources was 11.1 percent in that
year as compared with 12.2 percent in
1967.
Wh ile the preceding tables are informative in depicting changes in the structure
of the city revenue pattern since 1947,
the fact that the number of cities is not
constant for the two reporting years of
1947 and 1967 makes any comparisons
of absolute amounts meaningless. In
order to get some idea of the increase in
the volume of city revenues over the
20-year period, therefore, Table 3 was
prepared which provides data on the

these 19 Cities received in 1947 a total
revenue of over $34 million as compared
with a total for these same cities of
slightly over $225 million in 1967. There
is clear evidence to support the finding,
therefore, that as the pattern of the city
revenue structure has changed so has the
rate of increase in revenue growth.
TABLE 3 / SOURCES OF REVENUE IN
NINETEEN COMPARABLE CITIES, 1947 and
1967
Year
Source by Percentage a
Local
State and Federal Grants
Total Percentage

Total Amount

1947

1967

77.4
22.6
100.0

65.2
34.8
100.0

$34,250 $225,054

aThe cities included in this table are Alexandria, Bristol, Buena Vista, Charlottesville,
C I if t on Forge, Fredericksburg, Hampton,
Harrisonburg, Hopewell, Lynchburg, Martinsville, Portsmouth, Radford, Richmond, Roanoke, Staunton, Suffolk, Williamsburg, and Winchester.
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Another way of looking at these 19
cities is shown in Table 4 which presents
the sources of locally raised revenue for
1947 and 1967. The findings in Table 4
resemble very closely those of Table 2,
namely the steady decrease in the total
contribution of the property tax, although it still remains the largest revenue
producer, with a consequent increase in
the contributions received by the cities
from other taxes. In 1947 these 19 cities
raised locally almost $26.5 million. By
1967, this figure had become almost
$147 million. Thus the findings for the
19 cities included in Table 4 show the
same trends as presented in Table 2 for
24 cities in 1935, 1939, and 1947, and
for 31 cities in 1967.

TABLE 5 / OBJECTS OF EXPENDITURE, 1935-1967

TABLE 4 / SOURCES OF LOCALLY RAISED
REVENUE IN NINETEEN COMPARABLE
CITI ES, 1947 and 1967

aThe term expenditure as used here refers to maintenance and operation, including debt service,
but does not include any expenditures for capital outlay.

Object by Percentage
Object a
General Go ernment
Financial Administration
Administration of Justice
F ire Protection
Po Iice Protect ion
Corrections
Streets
Sanitation
Pro ective Inspection
Education
Public elfare
Public Health
Debt Service
Other
Total Percentage
Total Amount

1935

1939

1947

1.7
2.6
2.3
7.0
6.2
1.0
6.4
4.5
0.4
27.7
4.4
1.0
28.9
5.9
100.0
$4,365

1.6
2.4
1.9
6.4
6.6
0.9
5.0
4.2
0.5
26.7
5.7
2.0
28.8
7.3
100.0
$31,007

1.5
2.4
1.7
6.4
7.4
1.5
5.3
6.0
0.6
31.5
6.6
2.4
15.3
11.4
100.0
$53,655

1967
1.0
2.0
1.5

4.0
5.9
0.5
4.4
3.8
0.5
47.0
9.3
1.1
10.0
9.0
100.0
$274,106

Year
Source by Percentage
Property Tax
Other Taxes and Licenses
Fines and Forfeitures
Other
Total Percentage
Total Amount

1947

1967

62.9
19.3
3.2
14.6
100.0

52.8
34.8
1.8
10.6
100.0

$26,474 $146,720

EXPENDITURES

A study of the city expenditure pattern since 1935 as presented in Table 5
shows changes as significant as those
previously observed in the case of the city
revenue pattern. Rank ing at the top
among the significant findings is the
increasing importance over the years of
education as the leading consumer of city
funds, increasing from 27.7 percent of
the total in 1935 to 47 percent in 1967.
Second in importance is the decline in the
s ig n ificance of debt service wh ich
absorbed almost 29 percent of city funds
in 1935 as compared with 10 percent in
1967. Third, public welfare, as might be
expected, has more than doubled its share
of city expenditures with an increase
from·4.4 percent in 1935 to 9.3 percent
in 1967, a trend that will show a decline
when the State assumes the full support
of the categorical public assistance programs on January 1, 1972.

TABLE 6 / CHANGES IN OBJECTS OF EXPENDITURE IN NINETEEN COMPARABLE CITIES,
1947 and 1967
Percentage of Expenditures
Object
Education
Debt Service
Police Protection
Streets
Fire Protection
Public Welfare
Sanitation
Financial Administration
Public Health
Administration of Justice
General Government
Corrections
Protective Inspection
Other
Total Percentage
Total Amount

1947
32.6
14.3
7.2
6.4
6.3
6.3
6.1
2.4
2.3
1.8
1.5
0.9
0.8
11.1
100.0
$34,553

Another approach to expenditures is
presented in Table 6 which takes a look
at the 1947 and 1967 expenditure patterns in terms of the significance of the
individual items as percentages of the
total. During this 20-year period, education, which was first in 1947, remained in
that position in 1967 and increased its
share of the expenditures by 11 percent.
Likewise, public welfare increased its

1967
43.6
10.3
5.9
3.5
4.4
10.3
3.9
1.9
1.2
1.6
1.0
0.5
0.5
11.4
100.0
$214,842

Percentage Change
1947 - 1967
+11.0
4.0
1.3
2.9
1.9
+ 4.0
2.2
0.5
1.1
0.2
0.5
0.4
0.3
+ 0.3

portion of the expenditure total by four
percent. Debt service decreased by four
percent. All other increases or decreases
were less than three percent and most of
them varied by less than two percent on
the plus or minus side, thus verifying,
with the exceptions noted, the similarity
of the two expenditure patterns of 1947
and 1967 in all instances save education,
debt service, and publ ic welfare.
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NET DEBT

FUTURE NEEDS

A third approach to the study of
trends in city finance is shown in Table 7
where the net debt for 18 comparable
cities in the years 1940, 1948, and 1967
can be observed. In brief summary, in the
8-year period after 1940, the net debt of
the 18 cities increased by almost 47

hile there is no gainsaying the importance of the appearance of the annual
report on city finance to the students of
that subject, rnuch more remains to be
done before there is at hand a complete
central report on local go ernment
finance. Still missing from the central

TABLE 7

I NET DEBT IN EIGHTEEN COMPARABLE CITIES, 1940-1967
Amount of Net Debt

1940
1948
1967 --

$51,316
75,124
239,658

Increase over Previous Year
Amount
Percentage

$ 23,808
164,534

46.4
219.0

a I ncludes all the comparable cities used in the preceding tables except Hampton wh ich was
excluded because the total amount of net debt would ha e been distorted since Hampton merged
with much larger Elizabeth City County between 1948 and 1967.

percent. In the 17-year period between
1948 and 1967, however, the net debt of
these same 18 cities increased by 219
percent. Over the 27-year period, the net
debt of these 18 cities increased almost
350 percent. Thus, while debt service has
shown a decrease, as indicated in Table 6,
in the percentage of its annual calion city
expenditures, it is obvious that the large
growth in the net debt in these 18 cities
has required the devotion of sharply
increased amounts of revenue to support
debt service in the form of the retirement
of principal and the payment of bond
interest.

reporti ng system are the towns and the
special districts and authorities. These
latter units not only remain outside any
central reporting system but are largely
ignored so far as financial reporting is
concerned except for the bondholders on
those occasions, as is currently the case
with the Chesapeake Bay Bridge and
Tunnel District, when financial difficulties are encountered.
This anonymity rests on the belief, a
mistaken belief but nevertheless a belief,
that since these special districts and
authorities, such, for example, as turnpike authorities, port authorities, and soil

conservation districts, do not levy ta es,
they have no financi I significance so far
as the State and local governments a e
concerned. Granting the absence of the
taxing power, these special distric sand
authorities handle public funds whether
in the form of toll charges, grants-in-aid,
or other payments. Therefore, they are
truly public in character as shown by the
common reference in the enabling legislation to a particular district or authority as
a "political subdivision of the Commonwealth of Virginia." These public agencies
need, therefore, to be included in a
central financial reporting system which
would, at the level below the State,
incorporate counties, cities, towns, and
authorities and districts of all sorts handling public funds of any kind or form.
Even such an expanded central reporting system would not be complete, however, because of the absence from the
system of the State government. To be
sure, copious financial information can be
found in individual departmental reports
and in the voluminous annual report of
the State Comptroller. Most of these
reports, if indeed not all of them, however, are essentially accounting reports
and only one skilled in tracing his way
through these reports and rearranging the
data therein can come up with a report
more nearly su itable for public inspection
and study. The returns from such a
central State and local financial report
would be highly rewarding in making
available badly needed information for
use in the formulation of State and local
fiscal pol icies.

Entered as second-class matter
Charlottesville, Virginia

