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Virginia’s operating budget
increased by 66 percent be-
tween fiscal years 2002 and
2011—a 29 percent growth in
general funds and a 105 per-
cent growth in non-general
funds. These longer term
budget trends mask the de-
cline experienced by the gen-
eral fund in recent fiscal
years.

Adjusting for the effects of in-
flation and population growth,
the general fund declined five
percent over the ten-year pe-
riod while the non-general
fund and the total budget in-
creased by 51 percent and 23
percent, respectively. The
State’s budget has also be-
come more dependent on non-
general funds, as the share of
the budget derived from such
funds increased from 48 per-
cent ($11.2 billion) in FY 2002
to 60 percent ($23.5 billion) in
FY 2011.

Most of the ten-year, $15.5
billion growth remains con-
centrated in core functions of
State  government: health
care, education, and transpor-
tation. For example, 54 per-
cent of all budget growth oc-
curred in just four agencies:
the Department of Medical
Assistance Services, Depart-
ment of Education, University
of Virginia (including the
Medical Center), and the Vir-
ginia Community College Sys-
tem.

General fund growth was also
concentrated in a few core
State agencies, largely reflect-
ing policy choices and initia-
tives of the Governor and
General Assembly.
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Table 11: Fastest-Growing Agencies Based on Non-General Fund App_

_ Growth

% of

Agency FY 2002 FY 2011 $ Total %
1  VCSP $3.6 $249.3 $245.7 2% 6816%

2 VITA 5.1 47.4 42.3 <1 831

3 VDEM 5.8 39.2 333 <1 571

4  VCCS 180.9 1,040.7 859.8 7 475

5 DCR 16.5 85.2 68.7 1 416

6 DGS 8.7 40.6 319 <1 369

7 Compensation Board 4.2 18.8 14.5 <1 346

8 CNU 248 87.2 62.4 1 251

9 GMU 197.7 621.0 423.2 3 214

10 DOE (Direct Aid) 537.7 1,535.0 997.3 8 185
Total for 10 Fastest-Growing Agencies $985.0 $3,764.1 $2,779.1 23% 282%

Total NGF Operating Budget $11,469.4 $23,525.3 [ ]

I, -2 2nd [

VCSP

Most of the growth was due to a notable increase in tuition revenues and enrollment over the last

GMU ten years. VCCS enrollment increased by 30% and its tuition revenue more than tripled from FY
2002 to FY 2011. CNU enrollment actually decreased by 9%, however, its tuition revenue grew
by 193%. Finally, GMU enrollment increased by 22% and its tuition revenue more than doubled.
Appropriations across all four-year public colleges and universities (including VCCS) grew from
$2.7 billion in FY 2002 to $6.8 billion in FY 2011 (149%). Enrollment across all higher education
institutions increased by 26% and tuition revenues grew 110%.

DCR The agency’s total budget grew 180%, most of which was in non-general funds. Most of the
growth was in dedicated special revenue. In FY 2002, DCR’s budget had no dedicated special
revenue; by FY 2011 it contained $47.1 million of such funding, from specific fees (such as State
park fees), licenses, and permits that support specific activities. The period also saw an
additional $15.3 million in special revenue (also generated through taxes and fees) and $6
million in additional federal funds.

DGS Two types of non-general funds accounted for the majority of this growth: (1) enterprise funds
grew from $3.1 million in FY 2002 to $25.3 million in FY 2011. These funds were obtained from
the merger of all lab and procurement services into DGS; (2) federal funds in FY 2011 ($9.1
million) were more than 10 times what was received in FY 2002 (about $902,000).

Compensation

98% of funding is general funds with the remaining 2% non-general Trust and Agency funds

Board (represented as the Technology Trust Fund) from recordation fees charged by Circuit Court

clerks. Funds are used to obtain and update office automation and

quipment to provide

secure remote access to land records and improve public access to court records.

DOE (Direct Aid)

Total funding for this item grew 40%. The portion of the budget comprised of non-general funds
increased from 10% in FY 2002 to 25% by FY 2011, with Trust and

ncy Fund appropriations

growing substantially over the period. These are lottery funds used for financial assistance for
public education (Standards of Quality, or SOQ).

Review of State Spending: 2011 Update
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General Funds in Many State Agencies Declined or Grew Slower Than Inflation

While some agencies saw their general fund appropriations grow at above-average rates, 27
agencies had general fund appropriations that declined over the ten-year period (Table 12)
and the appropriations of another 24 agencies grew slower than inflation (23%). However,
several agencies listed in Table 12 had overall budget growth in excess of inflation due to
other sources of revenue that grew more rapidly. In other words, they had non-general fund
revenue that increased more than their general fund appropriation.

Table 12: General Fund Appropriation of 27 Agencies Declined ($ in Millions)

Agency FY 2002 FY 2011 $ Change % Change
VSDBH $6.5 $0 ($6.5) -100%
IEIA 134 45 (8.9) -67
DOA 82.0 46.5 (35.5) -43
LVA 38.1 26.8 (11.3) -30
DBA 193 14.8 (4.5) -23
VMI 15.7 12.2 (3.5) -22
DGS 236 18.6 (5.1) -21
DRS 334 27.3 6.1) -18
DBVI 7.3 6.0 (1.3) -18
DMME 14.3 11.8 (2.5) -17
VaTech 196.6 166.2 (30.4) -15
UVA 1771 149.9 (27.2) -15
DEQ 431 36.8 (6.3) -15
VEDP 216 184 (3.2) -15
DHCD 443 38.6 (5.7) -13
SBE 10.9 9.5 (1.4) -13
W&M 69.8 61.1 8.7 -12
DOF 15.5 13.7 (1.8) -12
DJJ 2125 1914 (21.1) -10
DCJS 2373 215.8 (21.5) -9
Tourism Authority 19.8 18.1 (1.7) -9
JYF 6.9 6.3 (0.6) -8
MRC 9.7 9.4 (0.3 -4
DOE (Central Office) 513 49.9 (1.4) -3
DOl 7.6 74 (0.2) -3
VCU 186.6 183.0 (3.6) -2
VDOT 45.0 447 (0.3) -1

Note: Table based on agencies with general fund appropriations of at least $5 million in FY 2002.
Excludes central and capital appropriations. Totals may not add due to rounding.

Source: 2002 and 2011 Appropriation Acts.

Explanation of General Fund Decline (30% or greater):

VSDBH VSDB at Hampton was closed following consolidation with VSDB in Staunton (July 1, 2008).

[EIA 40% decrease in appropriation from FY 2003 to FY 2004 reflected General Assembly’s stated intent for IEIA to
rely more heavily on non-general fund revenues.

DOA Appropriation decreased as a result of two programs no longer coded under DOA in FY 2011: (1) In FY 2002,
the Revenue Stabilization Fund (Rainy Day Fund) had $187 million in deposits; in FY 2011, no deposits were
made into the fund. (2) In FY 2002, $72 million in general funds was appropriated to DOA to provide
financial assistance to localities but this appropriation was not included in DOA’s FY 2011 general fund
budget.

LVA 30% decrease in appropriation from FY 2002 to FY 2011 primarily due to reduction in the number of full-time
staff positions (from FY 2002 to FY 2003, 21 positions were eliminated, resulting in a $9 million reduction in
LVA’s general fund budget). However, its special revenue (non-general funds) grew 75% from $2.4 million in
FY 2002 to $5.2 million in FY 2011, and federal funding increased by 46% over that period.

Review of State Spending: 2011 Update 17
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Budget Growth in Programs Is Focused on
Core State Government Activities

All State appropriations are classified according to Virginia’s program budget structure,
which includes seven broad government functions plus capital expenditures. The program
classification is designed to assist in the planning and analysis of the State budget as well
as in monitoring the activities of State government. Budget programs provide information
on how funds are spent, regardless of the State agency to which funds are appropriated.
While some programs may be confined to a single agency, others may be distributed across
multiple agencies. For example, the program called “education and general programs” may
be found in the budgets of all colleges and universities. In FY 2011, Virginia’s $39 billion
budget included 203 programs.

Like growth in State agencies, most of the growth in budget programs over the ten-year
period from FY 2002 to FY 2011 remained concentrated among programs relating to the
core functions of State government, health care and education (Table 13). Of all budget
growth during the ten-year period, 75% occurred in just ten of the programs included in the
FY 2002 and FY 2011 budgets. Seven of these ten fell into the two core functions and
account for nearly 70% of Virginia’s budget growth over the last ten years. As shown in
Table 13, five education programs accounted for $5.7 billion or 37% of all budget growth
over the period.

Table 13: Largest Program Increases in Total Appropriations ($ in Millions)

Total Appropriation Growth
% of
Program FY 2002 FY 2011 $ % Total
1 Medical Program Services (Medicaid) $3,117.5 $7,160.1 $4,042.7 130% 26%
2 Financial Assistance for Public Ed (SOQ) 2,539.6 4,817.6 2,278.0 20 15
3 Higher Ed: Education & General Programs 2,3243 3,950.7 1,626.4 70 10
4 State Health Services 763.0 1,677.1 914.1 120 6
5 Higher Ed: Auxiliary Services 590.4 1,285.6 695.2 118 4
6 Higher Ed: Fin Assistance for E&G Programs 556.8 1,163.2 606.4 109 4
7 Higher Ed: Student Financial Assistance 116.7 642.2 525.5 450 3
8 Highway System Maintenance 847.9 1,345.3 497.3 59 3
9 Bond & Loan Retirement & Redemption 2495 557.4 308.0 123 2
10  Child Support Enforcement Services 486.7 759.1 2724 56 2

Total for Top 10 Programs  $11,592.4 $23,358.4 $11,766.0 101%  75%
Total Operating Budget  $23,483.2 $38,982.7 $15,499.5 66% 100%

Note: State Health Services includes activities at VDH, UVA Medical Center, and at facilities operated by DBHDS and DOC. Excludes central
and capital appropriations. Totals may not add due to rounding.
Source: 2002 and 2011 Appropriation Acts.

Review of State Spending: 2011 Update 18



COMMISSION DRAFT - NOT APPROVED

Some Secretarial Budget Growth Is Due to Realignments

The secretarial system in Virginia was established by the General Assembly in 1972. By FY
2010, it consisted of 12 secretaries broadly reflecting the major functions of the executive
branch. In FY 2011, a new Secretary of Veteran Affairs and Homeland Security was
authorized. As a result, several agencies currently under other secretarial areas will be re-
aligned beneath it beginning in FY 2012.

Over time, secretarial budgets have varied as agencies and programs move between
secretariats. Some of the apparent growth in secretarial budgets is explained by these
agency realignments. For example, the Secretary of Agriculture and Forestry was
established by legislation adopted in 2004. In FY 2007, two agencies (Forestry, and
Agriculture and Consumer Services) were moved from the Secretary of Commerce and
Trade to the Secretary of Agriculture and Forestry. This resulted in the reduction of $87
million in FY 2007 from the Commerce and Trade secretariat and the addition of a like
amount to the Agriculture and Forestry secretariat.

Table 14 shows the growth in the budgets by secretarial area. When examining Virginia’s
budget growth by secretarial area, health and education continue to dominate overall
growth. The Finance secretariat grew 171% over the ten-year period primarily because the
$950 million personal property tax (“car tax”) relief program was coded under the
Department of Accounts in FY 2011 instead of under central appropriations, as in FY 2002.
Additionally, debt service grew from $267 million in FY 2002 to $571 million in FY 2011,
which is appropriated to the Treasury Board. Independent agency appropriations grew
175%, which is mainly a result of growth in the Virginia College Savings Plan from $4
million in FY 2002 to $249 million in FY 2011 (Table 11, page 16).

Table 14: Budget Growth by Secretarial Area ($ in Millions)

Total Appropriation Growth
% of
Rank Secretarial Area FY 2002 FY 2011 $ % Total
1 Education $8,966.8 $14,983.3 $6,016.5 67% 39%
2 Health & Human Resources 6,078.9 11,594.7 5,515.8 91 36
3 Finance 658.0 1,785.5 1,127.5 171 7
4 Transportation 3,034.3 4,055.2 1,020.9 34 7
5 Commerce & Trade 640.6 1,284.1 643.5 100 4
6 Public Safety 1,911.2 2,511.1 599.9 31 4
7 Administration 575.5 980.3 404.8 70 3
8 Independent Agencies 186.8 513.2 326.3 175 2
9 Natural Resources 243.2 400.4 157.2 65 1
10 Judicial Agencies 2929 4419 149.0 51 1
11 Technology 21.7 52.2 30.1 141 <1
12 Agriculture & Forestry 72.7 84.1 114 16 <1
Total Operating Budget $23,483.2 $ 38,982.7 $15,499.5 66%

Note: Based on agency alignments shown in respective Appropriation Acts. Excludes legislative agencies, executive offices, and central and
capital appropriations. Appropriations not adjusted for inflation. Totals may not add due to rounding.

Source: 2002 and 2011 Appropriation Acts.
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Growth Occurred in Other Areas of State Government
Over the Last Decade

Virginia’s budget growth can be analyzed from several perspectives. This report has
examined growth by agency, fund, program, and Secretarial area. Budget growth has also
resulted from policy decisions as well as from more technical concerns. Examples of policy-
driven budget growth include the personal property tax relief program and debt service
(funded through the Treasury Board). Budget growth in the administration of the employee
health insurance program (funded through the Department of Human Resource
Management) is in part policy-driven and in part technical in nature.

The personal property tax relief program (the “car tax”) began in FY 1999 as a policy
Initiative with a general fund appropriation of $220 million. It increased to $809.4 million
in FY 2002 and reached a capped total of $950 million in general funds in FY 2007 where it
has remained, for a growth rate of 17% over the ten-year period from FY 2002 to FY 2011.

The Treasury Board is the primary State entity for issuing debt and making payments on
bonds as authorized by the General Assembly. The Board saw an increase of $304 million in
total appropriations ($282.5 million of which was general funds) from FY 2002 to FY 2011.
According to the 2010 report of the Debt Capacity Advisory Committee, outstanding tax-
supported debt of the Commonwealth increased by 135% from 2001 to 2010, with the
largest increases occurring between 2007 and 2010. General obligation debt, which had a
2010 balance outstanding of $1.68 billion, increased 74% over the ten-year period. This is
the result of a $1 billion general obligation bond referendum approved by the voters in
2002. Bonds from the 2002 authorization were issued incrementally as needed, with the
final issue occurring during FY 2010. Appropriations to the Treasury Board have fluctuated
over time as a result of bond payment schedules. Details of prior bond issues are listed in
the Comprehensive Annual Financial Reports (CAFR), issued by the Department of
Accounts.

Another area of growth in the budget is the administration of employee health insurance,
although it is not possible to determine the exact extent of growth from the Appropriation
Act. For many years, the State has self-insured for employee health insurance, but funding
for this activity has been shown in the Appropriation Act in different ways over time. For
example, in FY 2002 this activity was shown as including a “sum sufficient” appropriation
(and therefore a dollar amount was not specified) in the central appropriations portion of
the State budget. In part to increase the visibility of employee benefits costs, beginning in
FY 2007, $165 million was appropriated for this activity and it was coded under the
Department of Human Resource Management. By FY 2011, this activity’s appropriation
was $225.6 million in non-general funds. Because the total amount for this activity was not
shown in FY 2002’s budget, the precise amount of growth over the longer period (FY 2002-
FY2011) cannot readily be determined.

Review of State Spending: 2011 Update 20
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Appendix A: Study Mandate

Code of Virginia § 30-58.3. Annual Report on State Spending.

A. No later than November 15 of each year, the Commission shall provide to the Governor
and the General Assembly an annual report on state spending that shall include, among
other things, (i) an identification and analysis of spending functions and programs that
could be consolidated with other programs without diminishing the quality of the services
provided to the citizens of the Commonwealth; (i1) an identification and analysis of those
spending functions or programs which no longer have a distinct and discernible mission or
are not performing their missions efficiently; (ii1) an identification and analysis of the state
programs that have had the largest impact on the growth of state spending over the prior
five biennia, in dollar terms; (iv) an identification and analysis of the programs growing the
fastest in percentage terms; (v) for the programs identified as the largest or fastest-
growing, comparisons of the growth in spending on those programs to the rate of increase in
inflation and the growth in populations served by those programs over a comparable time
period; (vi) an analysis of the causes for the growth in spending on the largest and fastest-
growing programs and whether the growth in spending appears rationally related to the
rates of increase in inflation, tax relief measures, mandated expenditures, populations
served, or any other related matter; and (vii) such other related issues as it deems
appropriate.

B. All agencies of the Commonwealth shall provide assistance to the Commission in the
preparation of this report, upon request.

Review of State Spending: 2011 Update 21
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Appendix B: Research Methods and Activities

To conduct this review of State spending, JLARC staff collected appropriation and
expenditure data from a variety of sources, including the Department of Planning and
Budget (DPB), the Department of Accounts (DOA), and various other agencies. In addition,
JLARC staff reviewed previous reports and documents pertaining to State spending.

Data Collection

JLARC staff receive annual updates of budget and spending data from DPB and DOA and
maintain a database with appropriation data at the agency, program, and fund level from
FY 1981. Data on agency workload and populations served were also collected from various
State agencies. Finally, economic and demographic data were obtained from federal
agencies such as the Census Bureau and the Bureau of Economic Analysis, and from the
Weldon Cooper Center at the University of Virginia.

Key constraints in collecting information about budget changes over time are the limited
historical data maintained by various State agencies and staff turnover within the agencies
over this long period of time. Virginia’s records retention policy does not require that
appropriations and expenditure data be retained for more than five years. Consequently,
useful information about budget changes during the early 2000s, for example, is
unavailable from many agencies. Turnover among budget staff and in other key positions
within agencies also limits the amount of information available for historical purposes.
Agency reorganizations, consolidations, eliminations, and additions of agencies, as well as
changes in program structure or services further constrain analysis. JLARC staff attempted
to supplement information provided by agencies by referring to a variety of documentation
noted below.

Key elements of the fiscal and demographic data sets are included in appendixes to this
report. To facilitate access to the data developed in this review, selected historical financial
data have been placed on the JLARC website. Currently, the online information includes
most of the tables in the appendixes, as well as appropriations for the largest State
agencies, and general fund and non-general fund appropriations from FY 1981. This
information is available on JLARC’s website at http:/jlarc.virginia.gov under Fiscal
Analysis.

Document Review

JLARC staff utilized a variety of documents for this review. These included Appropriation
Acts from FY 2002 to the present, Governor’s executive budget documents over the same
period, and summaries of General Assembly budget actions prepared jointly by staff of the
House Appropriations and Senate Finance committees from 2002 to the present. Agency-
specific and program-specific studies and documents were also reviewed, as were reports
from legislative and gubernatorial study commissions and panels. State spending reports
compiled by the National Association of State Budget Officers were consulted, as were a
variety of other documents such as agency annual reports and statistical publications.
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