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Preface

State grants-in-aid provide a valuable and consistent source of funding for
public libraries, support basic library services, and account for approximately 10 per-
cent of library budgets. Item 20 | of the 2000 Appropriation Act directed the Joint
Legislative Audit and Review Commission (JLARC) to review the formula used to dis-
tribute State aid to public libraries in Virginia. Specifically, the Appropriation Act
language directed JLARC staff to review the equity of the State aid formula, including
an analysis of the population and expenditure caps used in the current formula, as well
as the ability of local governments to fund library services. In addition, the Act re-
guired JLARC to consider the impact of technological changes on library services, the
possible inclusion of a construction component in the State aid formula, and other
aspects of library services.

This review found the current State aid formula to be largely effective in achiev-
ing its objectives: (1) the encouragement of larger and more economical units of ser-
vice; and (2) the maintenance and development of library standards. In addition, the
review found that the three drivers of the current State aid formula — population,
square mileage, and local expenditures — should be maintained. However, the compo-
nents of the formula need updating, particularly in the areas of population and local
expenditures. In addition, the cap on local expenditures should be modified to include
some type of inflationary increase.

JLARC staff found that the State aid formula is not an appropriate vehicle for
supporting library construction needs. However, in order to address some of the severe
facility deficiencies faced by some systems, the General Assembly may wish to restore
funding for the Library Construction Grant Program. Like construction funding, fund-
ing for technology initiatives should remain separate from State aid grants. The Gen-
eral Assembly may wish to restore the funding for the Infopowering the Commonwealth
strategic technology plan to ensure long-term funding for library technology projects.

On behalf of the JLARC staff, | would like to express our appreciation for the
assistance and cooperation provided by the staff of the Library of Virginia, the Virginia
Library Association, the Virginia Public Library Directors’ Association, and the public
library systems in the completion of this study.

Philip A. Leone
Director
July 30, 2001
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Item 20 | of the 2000 Appropriation Act
directs the Joint Legislative Audit and Re-
view Commission to review the formula used
to distribute State aid to public libraries in
Virginia. Specifically, the Appropriation Act
language directs JLARC staff to review the
equity of the State aid formula, including an
analysis of the population and expenditure
caps used in the current formula, as well as
the ability of local governments to fund li-
brary services and other aspects of library
service. This review finds the current State
aid formula to be largely effective in achiev-
ing its objectives. Recommendations are
made to refine the formula and to restore
funding in several areas.

Public Libraries in Virginia

Virginia has a well-established public
library system. Through a combination of
regional, county, city, and town libraries,
every citizen of the Commonwealth has ac-
cess to public library services. State aid to
support local and regional libraries began
with an appropriation by the General Assem-
bly in 1942 in the amount of $50,000. In
Fiscal Year 2001, State aid awarded to pub-
lic libraries had increased, through a series
of legislative initiatives, to $20.4 million.

The State aid formula in its current form
seeks to improve services, bolster the main-
tenance and development of proper stan-
dards, and encourage the formation of re-
gional libraries to provide more economical
units of service and a wider range of library
services. State Grants-in-Aid (State aid) are
awarded to eligible libraries based on Sec-
tion 42.1-48 of the Code of Virginia. The
formula used to distribute State aid to public
libraries is based on three components: lo-
cal expenditures (or effort), square miles
served, and population.

State Aid Encourages the Maintenance
of Standards and Local Support

The State aid formula provides a valu-
able source of funding for public libraries and
accounts for approximately 10 percent of li-
brary budgets. The State’s requirements for
aid serve to establish standards for Virginia’s
public libraries, and keep the State’s library
systems in step with accepted standards of
library practice nationally. The State aid for-
mula appears to work well in its current form,
and provides a consistent source of funding
for recurring operational expenses.

The State aid formula also encourages
local governments to play a significant role
in funding local library services. The State
requirements have encouraged localities to



maintain and increase expenditures over
time. As shown in the figure on the follow-
ing page, over the past three decades local
money has comprised the bulk of library
funding.

The Main Components of the Formula
Should Be Kept and Updated

The three drivers of the current State
aid formula—population, square mileage,
and local expenditures—should be main-
tained. These three drivers effectively ad-
dress State goals and local needs. For ex-
ample, the population element addresses
the needs of serving people. The square
mileage element assists in serving large
geographic areas that may be sparsely
populated. The local expenditure compo-
nent of the formula serves as a leveraging
tool to encourage local governments to
maintain public library funding. In addition,
the regional bonus available under the cur-
rent State aid formula encourages local li-
braries to join together to achieve greater
efficiencies and economies of scale.

Some components of the current State
aid formula appear to need updating. The
population cap should be removed in order
to ensure equitable treatment for large, rap-
idly-growing localities. In addition, the cap
on local expenditures should be modified to
include some type of inflationary measure,
such as the Consumer Price Index (CPI).
However, to ensure that no library system
is harmed as a result of these changes,
additional State funding may be needed.

The Population Cap Should Be
Removed from the Formula

The current population cap contains the
same maximum limit (600,000 persons) that
was instituted in 1970 and has not been
adjusted since. Virginia's statewide popu-
lation has grown 52 percent since 1970.
Adjusting the population cap to account for
population growth since 1970 would in-
crease the cost of State aid by approximately

$94,000. Complete elimination of the cap
would increase the cost of State aid by ap-
proximately $109,000. At present, only one
library system—Fairfax County Public Li-
brary—would benefit from the elimination of
the cap. In order to hold other libraries harm-
less while removing the population cap,
some additional funding will be needed.

Recommendation (1). The General
Assembly may wish to consider removing
the population cap contained in the current
funding formula. However, in order to en-
sure that other libraries are held harmless
by this change, some additional funding
would need to be appropriated.

The Local Expenditures Cap
Should Be Adjusted for Inflation

The State aid formula requires that lo-
cal expenditures on public libraries be equal
to or greater than the amount expended the
prior year. In addition, local expenditures
must be at least 50 percent of the statewide
median for local operating expenditures per
capita. These requirements have served as
leveraging tools used by public libraries to
encourage their local governments to fund
library services.

The local expenditures cap was last
increased in 1990. Currently, 31 of the 90
library systems are affected by the local
expenditures cap. JLARC staff examined
several options that would better help the
cap account for the increasing costs of li-
brary services, including indexing the cap
to the Consumer Price Index (CPI), or the
complete elimination of the local expendi-
tures cap. JLARC staff found that the elimi-
nation of the cap would nearly triple the cost
of State aid to more than $60 million per year.
Since the cap currently impacts only 31 li-
braries, the majority of libraries would not
realize a benefit from a removal of the cap.
Without the addition of substantially more
money to State aid, nearly two-thirds of li-
braries would experience reduced funding
were the cap removed.
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Another option is to index the local ex-
penditures cap to an inflationary index such
as the CPI. From 1990 to 2000, the aver-
age annual rate of inflation was 3.0 percent.
Compounding this rate over ten years would
yield a new cap amount of $335,979. This
option would raise the overall cost of State
aid by $2,666,848 per year. The increasing
costs of library services could be recognized
by tying the cap to an index such as the CPI,
which would better account for some infla-
tionary pressures and serve growing librar-
ies.

Recommendation (2). The General
Assembly may wish to consider adjusting
the local expenditures component of the
formula for inflation. In future years, the lo-
cal expenditures cap could then be tied to
the Consumer Price Index (CPI). In addi-
tion, the Library of Virginia should complete
a periodic review of the local expenditures
component of the State aid formula, con-
ducted at least every ten years.

Local Ability to Fund Library
Services Could Be Addressed

JLARC staff found that the State aid
formula does not recognize a locality’s abil-
ity to fund public library services, and that a
component could be implemented to assist
economically distressed areas. However,
in order to ensure that no library loses State
aid, funding of this nature should be ad-
dressed through a separate stream of fund-
ing, rather than by a modification of the cur-
rent formula.

The JLARC staff developed a supple-
mental or “add-on” approach as an illustra-
tive funding option. The separate “add-on”
or supplement to the State aid formula would
include two main components: (1) a size of
operation proxy, and (2) a factor represent-
ing low local revenue capacity. Revenue
capacity was chosen as the most suitable
measure to determine local ability to fund
library services. Using this criterion, the
lower a locality’s revenue capacity is (com-

pared to the Statewide baseline), the more
supplemental funding it would be eligible to
receive.

If such an “add-on” program were to
be implemented, two policy choices would
need to be made. First, libraries eligible for
assistance would have to be determined.
Second, a total amount of available funding
would have to be set.

Recommendation (3). The General
Assembly may wish to consider addressing
local ability to pay for library services by pro-
viding additional resources to fund a supple-
ment or “add-on” to the State aid formula.
This supplement would serve to address
local ability to fund library services, which
was not previously considered by the for-
mula. If the General Assembly chooses to
provide a supplement to the State aid for-
mula, it will need to determine how many
libraries will receive the supplement and the
amount of resources it wishes to contribute
toward funding the supplement.

Infopowering the Commonwealth
Funding Should Be Restored

In recent years, the role of public librar-
ies has changed dramatically. Although li-
braries still serve as a home for books and
other materials, technology has allowed li-
braries to expand and enhance services.
Library services are no longer limited to the
contents of buildings. As a result of these
changes, libraries increasingly need fund-
ing not only for traditional books and mate-
rials, but also to support technological ini-
tiatives such as hardware and software in-
stallation and upgrades, electronic informa-
tion resources, staff training, and modern-
ized buildings.

The State’s support of technology fund-
ing through the Infopowering the Common-
wealthinitiative has enabled libraries to use
technology to enhance and expand services.
Funding for this program has allowed pub-
lic libraries across the State to gain access
to the same types of electronic information,



thereby increasing the availability of library
services for all citizens of the Common-
wealth.

Infopowering was implemented in FY
2000 as a way to increase public access to
electronic sources of information. Through
this program, libraries have received fund-
ing for Internet connections, a number of
new computers, and access to a statewide
license for the Electric Library database.
The future of the Infopowering plan focuses
on expanding the content available over the
Internet, particularly in the area of electronic
databases. However, the Governor reduced
funding for Infopowering as part of his March
12, 2001 budget cuts.

Overall, Infopowering has been a pow-
erful tool in helping to bridge the “digital di-
vide” within the Commonwealth. In addi-
tion, the State funds available through
Infopowering have enabled libraries to pur-
sue technology initiatives without having to
eliminate other services. Restoration of the
funding for the Infopowering program would
serve as a valuable source of long-term
funding for public library technology projects.

Recommendation (4). The General
Assembly may wish to consider restoring
funding for the five-year, Infopowering the
Commonwealth strategic technology plan.

Public Libraries in Virginia Benefit
from Collaborative Efforts

Public libraries are engaged in a wide
variety of collaborative endeavors, both with
other libraries as well as with governmental
entities and private sector groups. Although
the vast majority of libraries collaborate with
each other to share resources and costs,
partnerships with local schools and local
government agencies are also common. In
addition, some library systems are pursu-
ing more formalized collaborative projects
with local businesses and organizations.
The JLARC staff found that collaboration
has generally helped public libraries improve
operations and services. Finally, libraries

have found that collaboration allows them
to access materials and resources beyond
the library building, which helps to equalize
library services across the Commonwealth.
Public libraries are encouraged to continue
such efforts.

A Construction Component Should
Not Be Included in the Formula

Currently, aid provided through the
State aid formula cannot be used for con-
struction. State aid grants are currently used
to fund recurring operational expenses, such
as books and materials. Most library direc-
tors do not support the inclusion of a con-
struction componentin the current State aid
formula. Library construction expenditures
tend to be occasional and non-recurring. In
any given year many localities will have no
construction or capital debt service expen-
ditures for libraries, whereas all libraries will
have operational expenses and materials
needs. Consequently, the State aid formula
is not an appropriate vehicle for supporting
library construction needs.

Recommendation (5). A construction
funding component should not be included
in the current State aid formula.

Restoration of the Construction
Grant Program Is Needed

The mission of public libraries has un-
dergone dramatic change in recent years,
particularly with the advent of technology.
Library facilities have had to adapt in order
to facilitate these changes. However, the
costs of capital and construction projects are
high, and this is often a challenge for public
libraries. Currently, there are few sources
of funding for library construction and most
of the cost of such projects is borne by lo-
calities. The federal program which provided
construction support was terminated in
1996.

Although some libraries have found
adequate resources to address their facili-
ties needs, there are a number of libraries



with limited resources at their disposal that
will require substantial renovation or replace-
ment in the near future. Public library direc-
tors who responded to the JLARC survey
indicated problems with their current facili-
ties. Nearly half of survey respondents
noted that some facilities have a “significant
deficiency”, and 27 percent reported that
some facilities are “obviously out-of-date,
nonfunctional, or seriously inadequate”.

In the past, limited State funding for
construction was provided to local libraries
on an ad hoc basis. In 2000, however, the
General Assembly approved a $450,000
Library Construction Grant program. This
program would have provided a limited form
of State assistance for library construction
projects. In order to develop a more sys-
tematic distribution method as well as ob-

jective criteria for the receipt of this funding,
the Library of Virginia (LVA) developed a
construction grant program. However, the
Governor cut funding for this program as
part of his March 12, 2001 budget cuts.

Recommendation (6). Consistent with
legislative intent in Item 255 C of the 2000
Appropriation Act, the General Assembly
may wish to restore funding for the Construc-
tion Grant program.

Overall, the Virginia system of public
libraries is providing valuable cultural and
education resources for citizens of the Com-
monwealth. The current State aid formula
serves as a consistent source of funding for
library books and materials. Consideration
of the proposed changes would serve to
further enhance the State’s role in the pro-
vision of public library services.

VI
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I. Introduction

As part of its provision for public education, the Commonwealth of Virginia
promotes the establishment and development of public library service throughout its
various political subdivisions. The tradition of public libraries in Virginia dates back
approximately 200 years. However, State support for public libraries began in 1942.
Libraries provide informational, cultural, and recreational resources to local commu-
nities. In the process, libraries in Virginia assist and support the educational and
recreational missions of government. In addition, public libraries contribute to the
maintenance of local archival history. Today, local libraries also serve as a partner in
narrowing or bridging the “digital divide” by offering public access to a wide variety of
information in electronic formats.

All areas of the Commonwealth have access to public library service. Virginia
has 90 public library systems consisting of county, city, town, and regional libraries.
Libraries in Virginia are primarily funded through local and State funding, with the
bulk of funding, nearly 90 percent, coming from local sources including grants and
gifts. Historically, federal support to libraries has been limited. State aid to public
libraries comprises approximately ten percent of library funding. In order to receive
State aid, libraries must apply for and meet the requirements set forth by the State
Library Board.

Item 20 | of the 2000 Appropriation Act directs the Joint Legislative Audit
and Review Commission to review the formula used to distribute State aid to public
libraries in Virginia. Specifically, the Appropriation Act language directs JLARC staff
to review:

= the equity of the formula,

= the impact of technological changes on library services,

= the population and expenditure caps used in the current formula,

= the possible inclusion of a construction component in the formula,

= the ability of local governments to fund library services, and

= the collaborative efforts undertaken among libraries and with
other public and private entities.

A copy of the mandate is attached as Appendix A.
This chapter provides a broad overview of Virginia’'s public library system.

This chapter also reviews previous studies of aid to public libraries, overviews the
development of State aid to public libraries, offers a comparison of State aid in Virginia
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to that of other states, and provides information on JLARC's review of State aid to
Virginia’'s public libraries and the overall organization of the report.

OVERVIEW OF VIRGINIA’'S PUBLIC LIBRARIES

Virginia’'s public libraries are as diverse as the Commonwealth itself, ranging
from single buildings that serve less than 3,000 people to metropolitan and suburban
library systems that serve populations of almost one million. Nearly 58 percent of
Virginia’'s population have library cards and these citizens borrow more than 17 mil-
lion volumes and more than 21 million other materials in Virginia's public libraries
every year.

In general, funding for public libraries in Virginia is derived from two pri-
mary sources: (1) local funds and (2) State funds. Federal grant funds are also avail-
able on a competitive basis, but do not constitute a significant portion of library bud-
gets. Local monies include tax revenues, as well as endowments, gifts, donations, and
bequests. State funds consist primarily of grants-in-aid, but in recent years have also
included separate funds for technology initiatives. In Virginia, as well as nationwide,
about 80 percent of funding for public libraries is derived from local tax revenues. An
additional nine percent of library funding comes from privately donated gifts and be-
gquests, and from revenues generated by library fines and fees. On average, State aid
accounts for about ten percent of funding for public libraries in Virginia.

The General Assembly initially appropriated funds to the Library of Virginia
(LVA) to support local public libraries in 1942. The primary focus of the appropriation
was to develop new libraries. However, provisions were also included to support ad-
equate book collections in existing libraries, particularly regional libraries.

The LVA continues to be charged with distributing State and federal library
funds to local and regional libraries and systems. Throughout the years, several minor
revisions have been made to the State aid distribution formula. Fundamentally, how-
ever, the formula has remained the same. The State aid formula in its current form
seeks to improve services in libraries and bolster the maintenance and development of
proper library standards, including personnel standards. The formula also encourages
the formation of regional libraries to provide more economical units of service and a
wider range of library services.

State aid is awarded to eligible libraries, whether participating in a regional
system or operating independently, based on the State aid formula established by the
Code of Virginia. The current formula originated in 1970 and has not undergone major
changes since its initial design. Grants to local libraries are determined by three crite-
ria: (1) local expenditures; (2) square miles served; and (3) population. In order to
receive grants-in-aid, localities must apply for the State aid grants and must meet the
requirements set forth by the State Library Board. State aid may be used for books
and other library materials, salaries, and equipment, supplies, and contractual ser-
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vices directly related to making materials more accessible and available. However,
State aid may not be used for construction or capital expenditures. Currently, the
majority of State aid is used to purchase books and materials.

In order to be eligible to receive State aid, a library must apply for and comply
with the requirements set forth by the Library Board. The requirements include, but
are not limited to:

= having local expenditures of at least 50 percent of the statewide median
local operating expenditures per capita and local operating expenditures
from taxation or endowment that do not fall below that of the previous year;

= employing a certified librarian;
= maintaining up-to-date reference materials; and
= keeping a headquarters library open at least 40 hours per week.

Of the 90 public library systems in Virginia, 22 are city libraries, 41 are county
libraries, 25 are regional libraries, and two are town libraries. County and city librar-
ies serve the respective independent city or county in which they exist. Town libraries
are created and funded by local towns. Regional libraries serve more than one political
subdivision and represent cooperation between governmental units. As depicted in
Figure 1, all areas of the State have access to public library service.

Virginia is not unique in providing State aid to public libraries. The great
majority of other states provide some state aid or funding to public libraries. However,
the amount of funding, the funding requirements, the structure of the public library
systems, and the methods of funding distribution vary widely from state to state.

In addition to traditional State aid, the Commonwealth has recognized the
role of technology in the provision of library service and has developed a program to
assist libraries in meeting the challenges of the information age. Infopowering the
Commonwealth (Infopowering) is the Commonwealth’s five-year information technol-
ogy plan for public libraries. The primary goal of the Infopowering plan is to provide
library patrons with universal access to the information superhighway. Along with
the State’s Infopowering efforts, private grants and foundations have also provided
resources to assist libraries in meeting their hardware and software needs.

HISTORY OF STATE AID

The initial goal of the State aid formula was to encourage the formation of
public library services in rural areas. Over time, however, legislative changes were
made to the formula to encourage regionalization of libraries, to account for areas serv-
ing large populations, and to reward local spending on library services. In addition, a
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number of studies of the formula were conducted, some of which resulted in additional
changes to the formula. The most significant of these changes occurred in 1970, when
the formula was rewritten into its current form. Later studies proposed changes to the
local expenditure portion of the formula, and also supported additional funding for
construction projects; however, these proposals were never implemented. Despite many
examinations of the formula through the years, the three components of population,
square mileage, and local effort have remained as fundamental elements in the State
aid formula.

Initial Goals of State Aid to Libraries

The first request for State funding of public libraries dates back to 1930. The
Virginia State Library requested $50,000 for the 1931-1932 biennium. The support for
grants-in-aid to libraries was substantial throughout the General Assembly, but given
the economic conditions of the time, the bill died in committee.

After several years of petitioning by the Virginia State Library, the General
Assembly appropriated funds in the amount of $50,000 annually in 1942. Chapter 350
of the 1942 Acts of Assembly provided aid to libraries in rural areas, promoted the
development of new library services throughout the State, and provided for developing
adequate book collections for the citizens of Virginia.

Aid to Rural Areas. The 1942 State aid legislation explicitly stated that
funds were allocated in order to develop public library service throughout the State,
particularly in rural communities. This is evidenced by the fact that rural areas were
favored in the distribution of funds. Cities, regardless of population, could not receive
more than $5,000 while regional libraries, which generally covered more rural areas,
could receive up to $15,000. In order to provide the greatest number of citizens with
access to satisfactory library services, the law encouraged the formation of regional
libraries.

Establishment of New Library Services. The 1942 State aid legislation
provided more funding for new libraries than existing libraries. Libraries that were
established after 1942 were eligible for up to $5,000 for any city and up to $15,000 for
regional systems. However, libraries that existed prior to the 1942 act were only eli-
gible for up to $1,000. Existing libraries could only receive aid if they lacked the ad-
equate number of books per capita, as prescribed by the State Library.

Legislative Changes to State Aid

From the original allocation in 1942 until 1970, many minor changes were
made to the allocation of State funds to libraries. The General Assembly gradually
increased funding and made slight changes to the distribution method. Exhibit 1 illus-
trates the major changes to legislation that affected State aid to public libraries from
1930 to the present.
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Year

1930

1936

1938

1942

1944

1946

1948

Exhibit 1

Legislative History of Public Libraries in Virginia

Change to Legislation

Authorized counties to establish free libraries and reading rooms and to provide
for their operation and maintenance.

First library policy of the Commonwealth:

It is hereby declared to be the policy of the Commonwealth,
as part of its provision for public education, to promote the
establishment and development of public library service
throughout its various subdivisions.

Authorized cities and towns to establish free libraries.

Authorized the creation of regional library systems between two or more
counties.

Authorized any governing body without library services to enter into contracts
with adjacent cities, towns, or State-supported institutions of higher learning.

Funds first appropriated to public libraries by the General Assembly. Allocated
$50,000 annually for the next biennium. Authority given to the State Library
Board to carry out the distribution.

» one book per four persons at $1.75 per book for new libraries

* not to exceed $5,000 for any new city library

* not to exceed $15,000 for any new regional library

* not to exceed $1,000 in matching funds for any existing library

Maximum funds to new regional libraries decreased to $10,000. Maximum
awards in matching funds to existing libraries changed as follows:

» $5,000 for regional library systems

 $1,000 for county library systems

* $500 for city libraries

» $100 for town libraries (if no regional library existed in jurisdiction)

Grants to new libraries changed to $.75 per capita with the maximum award of
$5,000 for a city or county library (with a population greater than 5,000), and
$10,000 to any regional library. Grants to existing libraries remained unchanged.

Grant limits and matching grant amounts increased. The maximum amount a
new library could receive was increased to $6,250 for single jurisdictions and
$12,500 for regional libraries. Matching grant amounts to existing libraries were
increased to $1.25 of State aid for every local $1.00 spent. The new maximum
amounts of aid were as follows:

* $6,250 for regional library systems

» $1,250 for county library systems

» $625 for city libraries with a population of 5,000 or more

» $125 for town libraries with a population of less than 5,000
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Exhibit 1
(Continued)

1952 Grants to new libraries increased from $.75 to $1.00 per capita. Maximum
amount of awards increased to $35,000 for any type of library. Matching grants
for existing libraries changed to the following:

» $.25 of State aid per $1.00 of local spending in county libraries serving
less than 35,000 people, maximum award of $1,500

» $.35 of State aid per $1.00 of local spending in regional or county
libraries serving 35,000 people or more, maximum award of $15,000

» $.10 of State aid per $1.00 of local spending in city libraries serving
35,000 people or more, maximum award of $5,000

» $.10 of State aid per $1.00 of local spending in city libraries serving
more than 5,000 people but less than 35,000 people, maximum award
of $1,000

* Municipal libraries serving a population of 5,000 or less may receive
State aid in the form of direct loans of books from the State Library or
a minimum of $200

Appropriate uses of State grants expanded to include personnel salaries.

1958 Increased maximum amount to new libraries from $35,000 to $50,000.

Increased match funding for existing county libraries serving less than 35,000
population to $.35 of State aid for each $1.00 of local spending, up to a maximum
amount of $5,000.

1960 Increased maximum match awards to existing regional library systems to
$20,000 for libraries with three or more political subdivisions.

1970 Code of Virginia modified to include the current State aid formula. No differences
are made between new and existing libraries. Grants are comprised of three
components:

* $.35 of State aid per every $1.00 of local spending, not to exceed
$150,000

» $.30 per capita for the first 600,000 persons of a city or county, plus
an additional $.10 per capita up to 600,00 persons for each
additional city or county served, libraries serving more than 600,000
persons will receive $.10 per capita for the excess

+ $10.00 per square mile of area served by a library system, plus an
additional $20.00 per square mile for a library system serving more
than one city or county

1990 Increased local matching grant to $.40 of State aid for each $1.00 of local

spending. Maximum matching grant increased to $250,000.

Source: JLARC Staff analysis of the Code of Virginia.
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Prior Studies of State Aid

Since the beginning of State aid to public libraries in Virginia, there have
been a number of reviews concerning the distribution of State aid. Various State agen-
cies and library groups performed the reviews of State aid, and some of these studies
resulted in changes to the formula during subsequent legislative sessions. For ex-
ample, in 1959 and 1969 the Virginia Advisory Legislative Council (VALC) reviewed
the process for distribution of aid and reported back to the General Assembly. The
recommendations outlined in the 1969 study resulted in the current State aid funding
formula, which was signed into law in 1970.

A 1990 report by the State Library Board resulted in minor changes to the
requirements that libraries must meet in order to receive State aid. In addition, the
1990 General Assembly increased the State matching grant for local expenditures, as
well as the maximum grant amount that a locality can receive under the formula.
Legislative changes made to the State aid formula resulted in a gradual increase in aid
to public libraries. Over the course of these studies and associated changes, however,
population, square mileage, and local spending have remained as the primary compo-
nents of State aid to public libraries.

COMPARISON OF VIRGINIA’S LIBRARY FUNDING FORMULA
TO OTHER STATES

The majority of states provide monetary aid to their local public libraries.
Both the amounts and the determinants of aid vary significantly from state to state.
Like Virginia, most states provide aid without competition to all libraries or systems
that meet certain criteria. Appendix B illustrates the differences in funding for all 50
states.

Funding of Public Libraries in Other States

While most states provide some funding to their public libraries, seven states
do not offer any assistance. The amount of aid provided varies greatly by state. For
example, Nevada provides less than one cent per capita to public libraries, while Ohio
contributes $33.60 per capita. For FY 1997, the most recent nationwide data avail-
able, Virginia's State funding of $2.08 per capita was above the national median of
$1.29 per capita. In terms of basic State aid to public libraries, Virginia appears to
rank 12" in the nation. Most states, however, define public libraries differently and
structure their funding formulas and the types of funding in different ways; it is there-
fore difficult to accurately assess exactly how Virginia ranks among other states. In
addition, State aid is only one component of local library funding and may not accu-
rately reflect a library’s ability to operate.

Some states that do not provide grants to libraries on a noncompetitive, an-
nual basis do contribute funds to their libraries by other methods. For example, legis-



Page 9 Chapter I: Introduction

lators in Vermont request funds from the state legislature when capital improvements
in local libraries need to be made. The Vermont Legislature also recently provided
competitive grant money to libraries in order to implement an automated library sys-
tem throughout the state. New Hampshire also contributes some funding to its librar-
ies by reimbursing libraries for costs incurred in an interlibrary loan system, contrib-
uting more than $70,000 during FY 1999 for this purpose.

Distribution Method. The method each state uses to distribute its funding
also varies. Seven states distribute funds solely on a per-capita basis; one state pro-
vides a flat rate to every library; the other states use a combination of factors. Distri-
bution factors include population, the use of a flat rate, square mileage, and incentives
for local funding and inter-library cooperation, as well as equalization grants.

Local Funding Requirement. Of those states that provide aid to local li-
braries, all but six states have a local funding requirement in order to receive State
aid. States approach this requirement in a variety of ways, usually by requiring librar-
ies to provide at least an equal match of local funds to state funds (5 states), or simply
to maintain the same amount of local spending from previous years (26 states).

Standards and Restrictions for Aid. Most states have standards set by
their state library boards for libraries receiving funding. The most common library
standards set by the state are the provision of a certified librarian within the system
and the requirement that libraries must remain open a minimum number of hours.
Other requirements include continual staff training, a minimum collection size, and
the existence of a long-range strategic plan.

Construction Funding in Other States

Like Virginia, many states do not allow libraries to use state aid for capital
expenses. At present, just nine states allow funds to be used for some type of remodel-
ing, maintenance, or construction.

More often, states provide competitive grant money for construction and capi-
tal costs outside of their regular funding formula. Thirteen states have special grants
for library construction or capital improvements. One additional state, Arkansas, is in
the process of planning a new construction program. The states that offer additional
funding for construction generally fund part of the cost of the construction, while lo-
calities fund the remaining cost. Grants are awarded on the basis of factors such as
project descriptions and plans. In addition, financial need is considered in some states.

Formula Caps Used in Other States
For those states that determine funding based on population, local expendi-

tures, or area size, most do not set a limit for localities. Virginia appears to be unique
in capping the population and local funding components of its formula, although it is



Page 10 Chapter I: Introduction

difficult to compare Virginia to other states in this respect because distribution for-
mulas can be distinctly characteristic of an individual state. For example, Kentucky
distributes funds to libraries on a strictly per-capita basis.

Use of Equalization Grants in Other States

Some states provide an equalization component in the distribution method in
order to aid poorer libraries in the state. States do this in two different ways, either by
including a provision directly in the allocation or by granting funds outside of the basic
state aid formula.

Six states provide for an equalization component directly in the formula:
California, Connecticut, Massachusetts, Nevada, North Carolina, and Pennsylvania.
The most common factors used in determining equalization grants are per-capita in-
come and the tax rates of the area. Other factors included in the equalization formulas
are property market value and unemployment rates. Each state administers the equal-
ization portion of the formula in a different way. States generally administer the grants
as a base grant, or on a per-capita basis, or some combination of the two factors. Wis-
consin, after a recent evaluation of the State aid formula, has also decided to add an
equalization factor, although the new formula has not yet gone into effect.

North Carolina is the only state neighboring Virginia to provide some type of
equalization factor in the distribution of state funds. North Carolina distributes aid
through a two-part formula, allocating 50 percent of the total funds in a block grant to
each county and regional library. The remaining 50 percent of funds are allocated as
equalization grants, with per-capita income grants inversely related to local per-capita
income. As a result of the equalization, libraries located in areas serving the poorest
citizens receive approximately twice as much funding per capita as the library systems
serving the wealthiest citizens.

Five states that do not allocate equalization funds directly in the state for-
mula provide grants to poorer libraries. Colorado, Florida, Illinois, Missouri, and Ohio
use separate state funding for equalization purposes. After the initial distribution of
state aid, these states give additional funding to poorer libraries. Colorado brings
poorer libraries up to the minimum library service, and Illinois also raises funding to a
certain level. Florida provides poorer libraries with a certain percentage of adjusted
local expenditures. Missouri distributes equalization funding by a prorated system
according to the area’s assessed property valuation and the percentage of people in
poverty. Ohio gives additional shares of its Library and Local Government Support
Fund to those libraries that received the lowest amount of funding per capita in the
previous year.

Technology Funding in Other States

As technology begins to play an increasingly important role in the provision of
library services, some states have initiated additional grant programs to supplement
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federal and private funding of library technology. Nineteen states, including Vir-
ginia, provide specific state grant programs for library technology. Most often, states
allocate funding to support the sharing of information over the Internet.

In Minnesota, the legislature approved the spending of $500,000 for two years
in order to provide a state-level license for electronic database resources. In addition,
the legislature spent over $4 million in Fiscal Years 2000-2001 to support connectivity
by establishing a statewide linked catalog system and access to numerous online re-
sources (MnLink). A similar project in Texas, the Telecommunications Infrastructure
Fund, has awarded $10 million for public libraries to upgrade Internet resources. Funds
can be used for workstations, Internet service providers, and other telecommunica-
tions costs. The most basic grants are non-competitive, while special competitive grants
are provided for innovative projects to meet community needs.

Comparison of State Aid in Virginia with States Bordering Virginia

An examination of the states bordering Virginia reveals that there are both
similarities and differences among the formulas and criteria employed. The states
bordering Virginia (Maryland, Tennessee, West Virginia, Kentucky, and North Caro-
lina), all provide funding to their public library systems. The average total amount for
grants-in-aid from these states is approximately $10.8 million, about half of the aver-
age for all 50 states. By comparison, Virginia contributes $20 million to public librar-
ies, more than each of its neighbors, with the exception of Maryland.

As in Virginia, three of these states include a per-capita component in their
distribution formulas. In Kentucky, Maryland, and West Virginia, funding is based
solely upon population. North Carolina uses a formula involving block grants and an
equalization grant, and is the only neighboring state that employs an equalization
factor in the distribution of state funds.

Like Virginia, most of the bordering states have some local funding require-
ments to receive state aid. Local libraries in Kentucky and Tennessee must maintain
the amount of local spending provided to their libraries from year to year. In Maryland
and North Carolina, local libraries must match the spending provided by the state,
while in West Virginia at least two-thirds of local library operating expenses must
come from local appropriations.

JLARC REVIEW

Item 20 | of the 2000 Appropriation Act (Appendix A) mandated that JLARC
conduct a review of the formula used to allocate State aid to local libraries to ensure
that the formula provides an equitable distribution of State aid among public libraries
in Virginia. The item further required that the review should recognize and consider
changes in the funding patterns among local governments, the ability of local commu-
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nities to fund library services, and collaborative efforts among local libraries and
local government entities. The review should also address the impact of technologi-
cal changes on library services, including, but not limited to, Infopowering the Com-
monwealth, the strategic technology plan for public libraries. JLARC was also di-
rected to consider the population and expenditure caps used in the formula and
whether a library construction component should be included in the State aid for-
mula.

Study Issues

To address the study mandate, JLARC staff identified four main study issues.
These study issues provided the basic framework for the JLARC research, and the
resulting findings and recommendations.

= Does the current State aid formula provide an equitable distribution of aid
to public libraries in Virginia as well as recognize local needs and condi-
tions?

= Should a construction component be included in the State aid formula?

= What is the role of and impact of technology in the delivery and funding of
library services?

= What collaborative efforts are currently underway in public libraries, and
are there any potential areas for the development or enhancement of such
partnerships or efforts?

Research Activities

In response to this study mandate, JLARC staff undertook a variety of activi-
ties. A principal method of collecting information was conducting site visits and inter-
views. Staff visited 14 library systems, including county, city and regional library
systems. In addition, JLARC staff interviewed 14 library directors and the staff at the
Library of Virginia. JLARC staff also attended a variety of meetings, conferences, and
workshops related to public libraries in general, State aid, and technology.

As part of the review, JLARC staff conducted a mail survey sent to all 90
public library systems. JLARC staff received surveys from all 90 public libraries, for a
100 percent response rate. This survey of public library directors asked for informa-
tion about the State aid formula, library funding, partnerships and collaborative ar-
rangements, technology, and library facilities and construction. A copy of the survey
form that includes the results is included as Appendix C.

Extensive data were collected from other states through the Internet, phone
interviews, and other relevant documents. In addition, financial and demographic
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data were provided by the Library of Virginia and analyzed by JLARC staff. Litera-
ture and document reviews included, but were not limited to, the Code of Virginia,
regulations, materials related to Infopowering, documents concerning the require-
ments for and implementation of grant awards from the Bill and Melinda Gates
Foundation, and the new “Planning for Library Excellence” model developed by the
Library of Virginia.

JLARC staff examined several options to illustrate how various factors, and
combinations of factors, affect the funding provided to the libraries. Specifically, JLARC
staff examined the impact of changing the population and local expenditure caps in the
current State aid formula. In addition, staff explored methods of distributing funding
based upon local ability to fund services.

Report Organization

This report is organized into four chapters. This chapter has presented an
overview of State aid and public libraries in Virginia, and has reviewed the legislative
mandate for this study. In addition, this chapter provided a comparison of Virginia's
library funding formula to those employed by other states. Chapter Il discusses sources
of funding for public libraries as well as Virginia’'s current State aid formula. Chapter
111 discusses the potential impact of changes to the current funding formula, including
a change in the population and local expenditure caps. In addition, the chapter dis-
cusses several possible funding options and policy choices that could be employed for
the distribution of State aid to public libraries. Chapter 1V discusses the role and
funding of technology in public libraries, library construction, and collaborative ef-
forts.
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1. Virginia Public Library System

In 1936, the General Assembly granted local governments the authority to
establish and support various types of public libraries. Today, Virginia’'s 90 library
systems serve all areas of the Commonwealth and are comprised of county, city, re-
gional, and town systems. The majority of funding for public libraries is derived from
local sources, including tax revenues, endowments, gifts, donations, and bequests.
Historically, federal funding for public libraries has been limited. Virginia, like most
other states, provides State aid to fund its public libraries. State aid to local libraries
began with an appropriation in the amount of $50,000 in 1942. In Fiscal Year 2001,
State aid to public libraries amounted to more than $20 million. While State aid cur-
rently constitutes approximately ten percent of library funding, public libraries rely
heavily on this source of funds for books and materials.

STRUCTURE OF THE VIRGINIA PUBLIC LIBRARY SYSTEM

Public libraries are primarily considered local entities established and sup-
ported by their surrounding communities. In 1936, the General Assembly granted
local governments the authority to establish and support various types of public librar-
ies. However, there is no legal requirement for a community to establish or fund li-
brary service. Currently, the State’s 90 public library systems consist of four types:
city, county, regional and town libraries.

City and county libraries serve the independent city or county in which they
exist. There are 22 city libraries and 41 county libraries throughout the state, which
serve 30 and 28 percent of the population, respectively. One county in the State, Craig
County, does not have formal library service. However, Craig County is served via
bookmobile by the Roanoke City library.

Town libraries are created and funded by local towns. Town libraries gener-
ally do not receive State aid, and they serve less than one percent of the State’s popu-
lation. Most town libraries in Virginia have joined larger countywide or regional li-
brary systems. Joining the larger unit of service allows the town library to become
eligible for State aid. Two towns, Pearisburg and Narrows, in Giles County, do not
have access to a larger unit of service, and have therefore remained town libraries.
Since there is no larger unit of service to join, these town libraries are eligible for State
aid. Two additional libraries serve Giles County. However, these libraries do not meet
the requirements for receiving State grants-in-aid.

Regional libraries represent a combination of cities and counties that have
joined together voluntarily to form a regional library system. Regional libraries may
be advantageous to some localities, as they enable the combination of functions such as
personnel, acquisitions, cataloging, and other administrative duties. Section 42.1-38
of the Code of Virginia stipulates that regional libraries are required to have a govern-
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ing board. Regional library boards are responsible for formulating by-laws, rules, and
regulations for the library system, and for controlling the expenditure of funds. In
addition, the boards accept donations and bequests of money on behalf of the regional
library systems. These libraries serve 43 percent of the State’s population, and receive
the highest percentage of State aid. Figure 2 displays State aid by library type for
Fiscal Year 2000 and Fiscal Year 2001.

LIBRARY FUNDING SOURCES

Public libraries receive funding from a variety of sources; however, local and
State funds comprise the bulk of library budgets. Although most local monies are
derived from tax revenues, they may also include endowments, gifts, donations, and
bequests. State funds consist primarily of grants-in-aid, but recently have included
separate funds earmarked for technology initiatives. Federal funds are available on a
limited basis. Libraries may also receive grant funding from private donors and foun-
dations, such as the Bill and Melinda Gates Foundation, which recently awarded tech-
nology grants to certain public libraries. Appendix D details the percentages of local,
State, and federal funds comprising library budgets from Fiscal Years 1970-1998.

Figure 2
State Aid by Library Type: FY 2000 and FY 2001 Compared
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Source: JLARC staff analysis of historical library funding data.
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Local Funding

Local spending comprises the vast majority of library funding. Over the last
three decades, local governments have worked to consistently increase funding for li-
brary services. The requirements that libraries must meet in order to receive State aid
have encouraged maintenance of and increases in local expenditures. Despite declin-
ing populations in some areas, the overall growth of local spending and average per-
capita spending indicates that local governments are making an effort to meet the
financial needs of public libraries.

Approximately 80 percent of funding for public libraries is derived from local
tax revenues. An additional nine percent of library funding comes from local sources
including privately donated gifts and bequests, and from revenues generated through
library fines and fees. Generally, there are no restrictions on the types of expenditures
for which local monies and private gifts may be used. The majority of local funds are
used to support the library's operating expenses and personnel costs. As Figure 3
shows, over the past three decades, local aid has been the largest source of funding for
public libraries.

Monies from local library patrons, community members or organizations, and
groups such as Friends of the Library are considered unrestricted donations. Funds of
this nature cannot comprise more than 33 percent of the total amount of local funding
for a particular locality. According to the Virginia Administrative Code, libraries must
receive 66 percent of local funding from tax dollars or endowments in order to be eli-
gible for State aid. The intent of this restriction is to ensure that local governments
continue to provide the most local support to libraries. In addition, money from unre-
stricted sources might not provide libraries with a stable source of funding from year to
year.

Overall, it appears that local governments are making an effort to consis-
tently increase funding for library services. Of the 14 library directors that JLARC
staff interviewed during site visits, 11 stated that the relationship with their local
governing body was generally positive, and that the localities recognize the need to
fund library services.

Most of the librarians interviewed indicated that their local government sup-
ports the role and function of the public library.

The director of a regional library system observed that the county gov-
ernments had, over the last five years, increased library funding dra-
matically. One town government contributed an additional $300,000
toward construction of a new library building.

* * *

A city library director noted the flexibility that the local government
gives to the library in its budgeting. For example, the library is al-
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Figure 3

State, Local, and Federal Amounts Comprising
Library Budgets, FY 1970 to FY 1998
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lowed to retain 60 percent of unused funds each fiscal year. Over
time, these savings have allowed the library to pursue special projects
that may have otherwise gone unfunded.

The amount of local funding to public libraries has increased steadily over the
years. Local government revenues committed to public library services grew from just
over $14 million in 1973 to more than $123 million in 1998. In addition to general
increases for inflation, the growth in local spending can largely be explained by two of
the requirements that libraries must meet in order to receive State aid: (1) local oper-
ating expenditures shall be at least 50 percent of the median statewide local operating
expenditures per capita, exclusive of federal and State aid; and (2) local expenditures
shall not fall below that of the previous year.

Over the last ten years for which data are available, local spending on librar-
ies generally increased. JLARC staff examined trends in population growth, local ex-
penditure growth, and average per-capita growth for each of the four types of library
systems for Fiscal Years 1990-1999. Overall, each type of library system (city, county,
regional, and town) experienced an increase in both local spending and average per-
capita spending. Figure 4 illustrates the overall growth trends in the areas of popula-
tion, local spending, and average per-capita spending for the different types of library
systems over the ten-year period.

City libraries (which, for purposes of this analysis, include the two town li-
braries of Narrows and Pearisburg) experienced relatively flat population growth over
the ten-year period. The population of city library jurisdictions grew only 0.05 percent
during this time, and 12 of 24 localities actually lost population. However, the cities
increased both total spending and average per-capita spending on libraries by 67 per-
cent. It appears that, despite declining populations, city governments consistently
worked to increase funding for libraries. For example, the population of the Clifton
Forge library declined by 12 percent over the period; however, local spending and per-
capita spending grew by 89 percent and 114 percent, respectively. Similarly, the town
of Narrows increased library spending and per-capita spending by 84 percent and 121
percent, respectively, in spite of a 17 percent decline in population.

County libraries exhibited a more robust pattern of population growth during
Fiscal Years 1990-1999, growing at a rate of 14 percent. Along with a general increase
in population, county libraries showed overall growth in total local spending on librar-
ies of 102 percent, and an average per-capita spending increase of 80 percent. For
many counties, rapidly increasing populations have required the establishment of ad-
ditional services, including new library facilities, which may partly explain the growth
in local expenditures. It should be noted that five of the county library systems expe-
rienced negative population growth during the ten-year period. As with the city librar-
ies, those county libraries with negative population growth recorded increases in both
local spending and per-capita spending on library services.

Regional library systems experienced approximately the same degree of popu-
lation growth as the county systems, a 13 percent increase over the ten-year period.
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Figure 4

Growth Trends Compared, FY 1990 to FY 1999
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Source: JLARC staff analysis of Library of Virginia historical funding data.

The regional library systems also had a growth rate of 94 percent in total local spend-
ing. Four of the regional library systems had negative population growth. Again, each
of these four systems posted increases in total local spending and per-capita spending.
However, the average per-capita growth for regional libraries was 69 percent over the
period, 11 percentage points below the average growth for county library systems, and
just slightly above the average growth for city libraries, which have experienced de-
clining populations.

While the population growth of regional libraries essentially mirrors that of
county systems, the slower growth in overall per-capita spending for regional systems
can largely be explained by the structure of such systems. Regional libraries are com-
prised of multiple counties and cities, or a combination of both. Often, less affluent
communities will agree to join a regional library system in order to access and share
additional resources and to achieve economies of scale. On their own, some of these
communities with limited resources would likely be unable to fund library services.
Most communities benefit from the pooling of resources that occurs in the regional
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system. However, there are some regional library systems in which one jurisdiction
may shoulder a disproportionately larger share of the financial costs than the other
jurisdictions in the system.

For example, the Appomattox Regional Library is composed of the city of
Hopewell, Prince George County, and Dinwiddie County. All three of these jurisdic-
tions have similar populations (about 20,000). However, the city of Hopewell, which
actually maintains the smallest population base, in Fiscal Year 1999 contributed
$347,809 to the regional system. This is slightly more money than was contributed by
Prince George and Dinwiddie Counties combined. Compared to the contributions of all
of the participating jurisdictions, Hopewell assumed a proportionally greater financial
responsibility for funding the library system.

In another case, the Charles P. Jones Regional Library is composed of the city
of Covington and Allegheny County. Although Covington’s population is slightly less
than half of Allegheny County, in Fiscal Year 1999 Covington contributed approxi-
mately $5,000 more to the library system than did Allegheny County. Similarly, in the
Galax-Carroll Regional library system, the city of Galax contributed $137,703 in Fiscal
Year 1999 on behalf of its population of 6,700, while Carroll County contributed $146,232
for a much larger population of 28,000. In both of these cases, the smaller city as-
sumed a greater responsibility for funding its regional system.

While there is wide variation in the amount of local funding provided by par-
ticipating localities, entering into regional agreements affords some communities with
the opportunity to provide library services. For example, the library director of Cen-
tral Rappahannock Regional Library (CRRL) explained: “As a regional system, CRRL
is able to provide a $7 million library system to both wealthy and poor patrons. CRRL
provides library service to Westmoreland County, where [some] of the population doesn’t
have indoor plumbing.” Without the benefits of participating in regional systems, poorer
communities might be forced to eliminate library services altogether.

State Funding to Public Libraries

Funding for public libraries from the Commonwealth primarily consists of
State grants-in-aid and a separate stream of funding for technology initiatives. At
present, there are no State funds available for construction projects.

State Grants-in-Aid. In recent years, State grants-in-aid have represented
about 10 percent of the funding for public libraries. Since 1970, however, State aid has
ranged from four to nearly 14 percent of library budgets. Figure 5 compares State aid
funding to the total amount of funding for libraries in Virginia during Fiscal Year
1998, the most recent year for which funding data could be verified.

State aid may be used for library materials, equipment, and furniture, and up
to 25 percent of the grant may be used to fund the salaries of full-time, certified librar-
ians. However, the majority of State funds are used to purchase books and materials.
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Figure 5

State Aid as a Percentage of Total Library Funding, FY 1998
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Source: JLARC staff analysis of FY 1998 library funding data.

Figure 6 shows the amount of State aid money that was allocated to various areas of
expenditure during Fiscal Year 2000. An average of 77 percent of State aid was used to

Figure 6

Comparison of Expenditures from State Aid Budgets
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purchase books and materials during this period. In fact, while 13 public library sys-
tems used less than 50 percent of their State aid budgets to purchase materials, more
than twice as many (31) library systems used 90 percent of more of their State aid for
this purpose. Appendix E breaks down the percentage of local expenditures on materi-
als that came from State aid budgets in each of the 90 public library systems.

Since State aid began in 1970, the amount of aid, in actual dollars received,
has increased over the years. When adjusted for inflation (to 1970 dollars), State aid
awards have generally kept up with the rate of inflation since Fiscal Year 1970. Figure
7 compares the actual dollars of State aid to the inflation-adjusted amounts of State
aid for the Fiscal Years 1970-2001.

Construction Funding. State aid may not be used to fund library construc-
tion projects. Public libraries finance all construction efforts through local expendi-
tures, private donations, or fund-raising. The State has historically been reluctant to
fund construction efforts for public libraries. A review of the Code of Virginia reveals
that there has never been a statutory provision for general State funding of library
construction projects. According to Library of Virginia staff, a major State-funded con-
struction component runs contrary to the notion that libraries are, from their concep-
tion, primarily a local entity.

Figure 7
Comparison of State Awards, FY 1970 — 2001
Actual Expenditures vs. Inflation-Adjusted Dollars (1970 Dollars)
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However, the 2000 General Assembly appropriated funds in both Fiscal Years
2001 and 2002 for public library construction. In response to the special needs of some
libraries, the General Assembly allocated $315,000 in Fiscal Year 2001 to eight specific
libraries for construction purposes. A more formal grant program was established for
Fiscal Year 2002, when the LVA was appropriated $450,000 to fund the Public Library
Construction Grant program. However, the Governor cut funding for this program as
part of his March 12, 2001, budget cuts, and grants were not distributed. Chapter IV
contains a more detailed discussion of library construction and funding.

Technology Funding. In recent years, the State has also provided a sepa-
rate source of funding for technology initiatives. House Joint Resolution 444, adopted
by the 1997 session of the General Assembly, directed the Library of Virginia to de-
velop a five-year strategic information technology plan for the Commonwealth’s public
library system. The plan, which was formalized in November 1997, is called
Infopowering the Commonwealth (Infopowering). The primary goal of the Infopowering
plan is to provide library patrons with access to the information superhighway.

Funding for the Infopowering plan began in Fiscal Year 2000. By the end of
Fiscal Year 2002, the costs associated with implementing the first two years of the
Infopowering plan will be $1.625 million. These funds have been focused on the provi-
sion of computers and Internet connections to libraries lacking in computer services,
the replacement of obsolete computers at other libraries, and the purchase of licenses
for some electronic database resources. The main goal of Infopowering is to ensure
that every library in Virginia has adequate and up-to-date computer services available
to patrons. The specifics of the State’s technology plan and funding thereof will be
discussed in more detail later in Chapter 1V.

Federal Funding

Federal funds currently account for less than one percent of total library fund-
ing, including State, federal, local, and other sources. In the past, the Library Services
and Construction Act (LSCA) provided some federal funding for library construction
projects, collaborative efforts among different types of libraries, and other competitive
grants. However, this program is no longer in existence. Currently, public libraries in
Virginia participate in two federal programs: (1) the Library Services and Technology
Act (LSTA) grant program, and (2) the federal E-Rate Fund program. The main goal of
both programs is to assist libraries in increasing access to electronic sources of infor-
mation.

The LSTA is a federal grant program that provides funds for the improvement
of library services. LSTA grants, which are awarded on a competitive basis, are to be
used primarily to increase access to electronic information networks and to target ser-
vices to under-served populations. The LSTA also assists in funding the Library of
Virginia’'s summer reading program, the digital library project, and staffing of the
Library’s Networking and Development Division. For Fiscal Years 2000 and 2001,
LSTA funds granted to Virginia totaled more than $6 million.
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Congress intended that the LSTA serve as a replacement for the Library Ser-
vices and Construction Act (LSCA) that, prior to 1996, provided a federal funding mecha-
nism for library construction projects. From 1957-1996, public libraries in Virginia
generally received between $300,000 and $400,000 annually through the LSCA. These
funds were distributed on a competitive basis. Currently, however, there is no con-
struction component included in the LSTA.

In addition to the LSTA, the federal Telecommunications Act of 1996 estab-
lished the Schools and Libraries Universal Service Fund program, commonly known
as the E-Rate fund. This program provides subsidies for Internet access and telecom-
munications costs in poorer public schools and libraries. The amount of the subsidy is
based on the number of students participating in the free or reduced-fee school lunch
program in a particular locality. After nearly four years of participation in this pro-
gram, Virginia communities have received more than $4 million in subsidies from the
E-Rate fund.

Private Grants and Donations

Public libraries also receive funding from a variety of other sources, including
donations from individuals, local groups and organizations, and groups such as Friends
of the Library; grant and charitable programs; and annual fund-raising events. Some
libraries are able to carry over unused funds from year to year, which generates some
income. Although these grants and donations generally do not contribute significantly
to library budgets, they can provide a source of funding for special library programs
and projects that may otherwise go without funding.

Most libraries have a Friends of the Library group, which organizes annual
events such as book sales, auctions, and fund drives. Some Friends of the Library
groups also rely on volunteers to run library gift shops or coffee kiosks. These groups
use their proceeds to fund special library programming or staff training.

Some public libraries also have foundations and endowments, which can pro-
vide a steady stream of income for capital projects or other special library endeavors.
Twenty libraries responding to the JLARC survey of library directors indicated that
their library had an endowment. Generally, library foundations generate proceeds
from copy machine fees, library fines, and fees charged for public use of library meet-
ing rooms. User fees charged to non-residents also provide income for library founda-
tions. Foundations may also generate income from interest earned on the library’'s
investments, in checking accounts and CDs.

Local clubs and civic groups may also provide some direct contributions and
grants to the local libraries. Some libraries have received grants from local businesses
for certain programs. In one library system, the library director speaks at local civic
groups and other organizations for a small fee, which is then used to support the library’s
budget. Charitable organizations, such as the United Way Campaign, may also serve
as a source of income for some public libraries.



Page 26 Chapter Il: Virginia Public Library System

Libraries may also receive some income from neighboring localities or govern-
ment entities for the provision of special services, such as programming for the blind
and visually handicapped. Some libraries receive grants from the Department of So-
cial Services in order to provide programming related to early childhood development
and childcare programs. Other libraries receive a small amount of funding for provid-
ing bookmobile service to other localities.

Respondents to the JLARC survey indicated that they received an average of
$89,673 from other sources of funding during Fiscal Year 2000. Fines and fees and
private grant programs were also listed as common types of funding sources. For ex-
ample, the Pulaski County Library director noted that recently the library has re-
ceived a large influx of non-governmental funds:

The library received $68,000 in grants during the last year. The li-
brary also received some large donations from individual donors; one
gift of $74,000 was left as a bequest for the building fund. In addi-
tion, fees from the copy machine and library fines average about $8,000
each year.

As mentioned earlier, the Gates Foundation awarded a substantial grant for
computer hardware, software, training, and technical support to local libraries serving
populations above ten percent of the poverty level. The estimated hardware grant
amount for Virginia’s public libraries is more than $3.9 million; however, the software,
training, technical support, and wiring assistance that were also provided by the Foun-
dation will likely increase the magnitude of this award to more than $6 million. The
Gates grant is the largest private gift that Virginia libraries have received since the
late 1930s, when Charlotte County resident David K. Bruce granted Virginia localities
funds for 11 public library buildings. The Gates grant program is discussed in greater
detail in Chapter IV.

CURRENT STATE AID FORMULA

In its current form, the intent of the State aid formula is to improve library
services, bolster the maintenance and development of proper standards, and encour-
age the formation of regional libraries to provide more economical units of service and
a wider range of library services. With the exception of minor alterations made by the
1990 General Assembly, the basic structure of the current library funding formula has
not changed since its approval in 1970.

For Fiscal Year 2002, the General Assembly appropriated more than $20 mil-
lion for grants to public libraries. The Fiscal Year 2002 State aid amounts to the 90
individual library systems in Virginia are shown in Appendix F.

The authority to distribute State funding to public libraries is vested in the
State Library Board. The Library Board, a 15-member appointed commission, is charged
with establishing standards of eligibility that must be met in order for public libraries
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to qualify for State aid. In the event that State appropriations provided for such grants
are not sufficient to achieve full funding of the formula to eligible libraries, the Library
Board is responsible for the proration and proportional distribution of available fund-
ing as outlined in the Code of Virginia.

Requirements for Receiving Grants-in-Aid

In order to receive grants-in-aid, libraries must apply for grants-in-aid and
meet the requirements set forth by the State Library Board. The Virginia Administra-
tive Code sets forth the requirements that must be met by libraries in order to receive
State aid. For example, libraries must abide by provisions relating to planning, hours
of operation, materials, and staff. As noted in the Administrative Code, grants-in-aid
serve as supplements to local funds. Exhibit 2 details the requirements for receiving
State grants-in-aid that must be met by all libraries serving more than 5,000 persons.
While the Board may, at its discretion, make exceptions to these requirements, it has
rarely done so. According to Library of Virginia staff, most libraries are able to meet
these requirements. Similarly, only eight percent of library respondents indicated on
the JLARC survey that they were not meeting all of the requirements for receiving
grants-in-aid.

Separate requirements have been established for libraries serving popula-
tions of less than 5,000. Currently, there are four such libraries: R. Iris Brammer
Public Library (in Narrows), Pearisburg Public Library, Highland County Public Li-
brary, and Clifton Forge Public Library. Those libraries serving populations of less
than 5,000 do not have to meet the same requirements as those serving more than
5,000 persons. For example, libraries serving populations of less than 5,000 are not
required to have a certified librarian in the position of Director. Also, the requirement
that libraries must have local operating expenditures of at least 50 percent of the me-
dian statewide local operating expenditure per capita does not apply to these smaller
libraries. While the requirements for libraries serving less than 5,000 persons are
reduced or limited, the Library Board strongly recommends that libraries in this cat-
egory look toward joining larger units of service in order to meet State standards.

State Requirements Encourage Local Expenditures. To qualify for State
aid, local expenditures must be equal to or greater than the amount expended the prior
year. If the library’s budget is reduced and other local agencies’ budgets are not, then
the library would not receive a State grant-in-aid and would be ineligible for one until
local expenditures reach or exceed the local effort at the time of the last grant. Local
operating expenditures must also be at least 50 percent of the median statewide local
operating expenditures per capita, two thirds of which must be from taxation or en-
dowment. Libraries that fall below 50 percent of the median in local expenditures per
capita must submit a plan to the State Library Board for reaching the minimum re-
guirement. The plan must include a schedule of annual increases in local expenditures
of not less than 20 percent of the amount needed to attain local per-capita expenditures
of 50 percent of the median within five years. Therefore, if a locality does not provide
any support or reduces the amount of its support to its local library, the library cannot
receive State grants-in-aid.
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Exhibit 2
Requirements for Receiving Grants-In-Aid

In order to qualify for grants-in aid, all libraries serving more than 5,000 persons must meet the following
requirements:

1.

2.

10.

11.

12.

13.

14.

Be organized under the appropriate section of the Code of Virginia. Not more than one library in a
county or regional library system or municipal government unit may receive a grant.

Submit to the State Library Board:

« Charter, resolution, or other legal papers under which they are organized.

« A copy of the by-laws of the board of trustees, a list of trustees, revised as changes occur.

« A five-year plan, adopted annually by the governing body.

« A written statement of policy covering such items as: service, personnel, and maintenance of book
collections and other materials.

 Statistical and financial reports including audits and statements of progress.

« A copy submitted annually of the budget for the expenditure of local funds, not including anticipated
State and federal funds

Have local operating expenditures of at least 50 percent of the median statewide local operating
expenditure per capita, two thirds of which must be from taxation or endowment. Local operating
expenditures from taxation or endowment for any library or library system shall not fall below that of the
previous year.

Have certified librarians in positions as required by State law. Libraries failing to employ a certified
librarian in the position of director will have their State aid grant reduced by 25 percent.

Keep open a library headquarters or centrally located branch at least 40 hours a week for a full range of
library services.

Maintain an up-to-date reference collection and set up procedures for securing materials from other
libraries through interlibrary loan.

Organize materials for convenient use through shelf arrangement, classification and cataloging, and
provide a catalog of resources.

Stimulate use of materials through publicity, displays, reading lists, story hours, book talks, and other
appropriate means.

Lend guidance in all outlets to individuals in the use of informational, educational, and recreational
materials.

Maintain a collection of currently useful materials by annual additions to and systematic removal of
items no longer useful to maintain the quality of its resources. Have a telephone.

Provide the basic services listed in this section free of charge to the public.

Every regional, county, and city library serving an area of more than 400 square miles, or more than
25,000 persons must provide some form of extension service acceptable to the board.

If the library has two or more service units, either branches or stations, it must maintain a scheduled,
frequent delivery system.

The Library Board may, at its discretion, make exceptions for a specified period of time to any single
requirement listed above.

Source: Virginia Administrative Code (VAC) 15-110-10 and VAC 15-90-10
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Two-thirds of Local Funding Must Come From Taxation or Endowment.
In a recent mandates assessment of the requirements that libraries must meet in or-
der to receive State aid, librarians from around the State discussed the possibility of
raising the percentage of local expenditures that must come from taxation or endow-
ment. While the majority of libraries far exceed the 66 percent requirement, the Li-
brary of Virginia staff indicate that this requirement will occasionally pose a problem
for some libraries. For example, one respondent to the JLARC survey indicated that
“an unusually large portion of our operating budget is from yearly fund-raising, not tax
dollars or interest.” At present, only four library systems are at risk of not meeting
this requirement.

Libraries Must Meet 50 Percent of the Statewide Median. In order for a
locality to be eligible for State aid, local government appropriations must meet or ex-
ceed 50 percent of the statewide median for local expenditures per capita. As localities
increase funding to libraries, the statewide median rises. This causes localities to
increase library funding in order to meet the requirement and maintain their eligibil-
ity for State aid.

Prior to 1990, local governments were required to meet or exceed a $2.00 per
capita spending level in order to qualify for State aid. While most libraries were meet-
ing the $2.00 per capita level, some local libraries believed that they were not receiving
large enough local appropriations to meet their growing budgetary needs. In order to
gain a leveraging tool to increase local expenditures, these libraries requested that the
$2.00 per capita requirement be changed to the 50 percent of the statewide median
requirement currently in place. The State Library Board approved this change in
1990.

During interviews with JLARC staff, some library directors expressed con-
cern about the 50 percent median requirement. Their primary concern relates to the
fact that because the requirement is based on a statewide median, the amount of local
appropriation required each year continues to climb. Similarly, in JLARC's survey of
public library directors, 12 respondents indicated that meeting the 50 percent median
presented a challenge to their library. Currently, eight libraries are unable to meet
this requirement: Caroline County, Central Virginia Regional, Heritage Regional,
Madison County, Pittsylvania County, Powhatan County, Richmond County, and
Shenandoah County. Although these libraries can, and often do, receive a waiver from
the State Library Board for this requirement, some librarians expressed the concern
that although their local governments have taken steps to improve funding to librar-
ies, it is difficult for them to keep up with a moving target such as the statewide me-
dian. In many cases, the local library competes for limited local resources with other
local entities, such as public safety or education. Such competing local priorities may
prevent the libraries from receiving adequate funding increases.

Staff at the Library of Virginia (LVA) indicated to JLARC staff that they are
aware that some libraries struggle to meet the statewide median. LVA staff work with
these libraries to help them prepare waiver requests for the State Library Board, and
also assist them in creating long-term plans to correct their financial situations within
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five years of falling behind the median. LVA staff report that the latest mandates
survey indicated that although many librarians voiced concerns regarding the possi-
bility of poorly funded libraries actually losing State aid under the statewide median
requirement, there is no plan to modify the requirement at this time.

Maintenance of Effort. State aid requirements mandate that local appro-
priations must not fall below that of the previous year. Twenty-seven states, including
Virginia, require maintenance of effort. If a locality fails to meet an annually specified
spending requirement, the library will become ineligible for state aid that year. In
JLARC's survey of public library directors, 24 libraries responded that maintaining
local expenditure levels to those of the previous year presented a challenge to their
library. Exceptions to this requirement are made if a library incurs a one-time capital
construction or technology project that will not require funding from year to year. As
with the statewide median, libraries may receive a waiver for this requirement. How-
ever, they must strive to increase funding within five years of receiving the waiver and
develop a plan on how they will do so.

For many libraries, however, the requirement provides leverage for garnering
local appropriations. During an interview, for example, one library director noted that:

“The requirement that local governments cannot reduce funding has
been helpful to the library. If not for the formula, it would be difficult
to keep funding levels consistent.”

Certified Librarian. The State aid requirements mandate that public li-
braries must employ a certified librarian as director. If a library fails to comply with
this requirement, its State aid award will be reduced by 25 percent. Currently, three
libraries are impacted by this requirement: Caroline County, Essex County, and Madi-
son County. Four other libraries do not employ certified librarians (Clifton Forge,
Pearisburg, Highland, and Narrows); however, since they serve populations less than
5,000, they are exempt from the requirement.

Eleven respondents to the JLARC survey indicated that this requirement pre-
sented a challenge to their library. Further, during a recent survey of public librarians
conducted by the Library of Virginia (LVA), there was discussion about the possibility
of some type of alternative process for library certification. The State Library Board
has directed staff at the LVA to develop a potential model for alternative certification.
This model should be completed within the next two years.

The reduction in State aid is a financial loss to affected libraries. During
interviews with JLARC staff, one library director expressed concern about the 25 per-
cent reduction in State aid. Libraries in small, slow-growing communities find it diffi-
cult to recruit qualified librarians. Further, these libraries often cannot afford to pay
salaries high enough to attract qualified certified librarians. When State aid is re-
duced by 25 percent, this only exacerbates the library’s inability to recruit and retain a
qualified director. The library director suggested to JLARC staff that special require-
ments should be created for libraries serving populations of less than 15,000. They
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believe this would better account for their specific local issues, such as slow population
growth and a sluggish local economy.

In contrast, a library generally recognizes significant financial gain upon hir-
ing a certified librarian as director. For several years, the Powhatan library was pe-
nalized for failing to employ a certified librarian. When the library recently hired a
certified librarian, the library’s State aid was positively impacted. The new director
stated to JLARC staff that State aid has historically been the library’s primary source
of funding for books and other materials, and the recent influx of an additional 25
percent of State aid has been a benefit to the library.

In spite of the specific challenges facing some communities, most library di-
rectors believe that a certification requirement is an integral part of standard library
practice. In fact, 58 percent of respondents to the LVA survey indicated that the certi-
fication requirement should be retained in its current form. Staff at the LVA told
JLARC staff that the hiring of qualified staff is important in the improvement of public
libraries.

During interviews with JLARC staff, most libraries noted that the require-
ments for receiving State aid should be retained. In addition, most libraries did not
express dissatisfaction with the requirements for receiving State aid. For example,
one library stated that “it is fairly easy to meet the requirements for receiving State
aid - - they are part of good library practice.” Similarly, several other libraries noted
“they were satisfied with the local requirements, because they help encourage local
responsibility.” In addition, almost all other states maintain similar requirements
and library practices. Finally, most libraries noted that the requirements concerning
maintenance of effort and 50 percent of the median have continued to encourage and
promote local expenditures and provide important leveraging tools for libraries with
their local governments.

Components of Current Formula

In addition to promoting public library service, the current funding formula is
also designed to encourage standards, and the formation of regional libraries. Effec-
tive July 1, 1992, the formula for State aid has provided for the allocation of grants
based on the following factors:

= Forty cents for every dollar expended, or to be expended, exclusive of State
and federal aid, by the political subdivision or subdivisions operating or par-
ticipating in the library or system. The grant to any county or city shall not
exceed $250,000.

< In addition, a per-capita grant based on the population of the area served
and the number of participating counties or cities: Thirty cents per-capita
for the first 600,000 persons to a library or system serving one city or county,
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and an additional ten cents per capita for the first 600,000 persons for each
additional city or county served. Libraries or systems serving a population
in excess of 600,000 shall receive ten cents per-capita for the excess.

= Finally, a grant of ten dollars per square mile of area served to every library
or library system and an additional grant of twenty dollars per square mile
of area served to every library system serving more than one city or county.

Exhibit 3 details how the distribution of State aid is calculated for a regional
library. In addition, a more detailed examination of the components of the library
formula is located in Appendix G.

Local Government Expenditures. The local expenditure portion of the for-
mula encourages localities to combine units of service into regional arrangements. By
doing so, a regional library can receive a 40 percent match, up to a maximum of $250,000
in State aid for each locality that contributes to the regional library. The local funding
portion of the State funding formula encourages localities to join into regional arrange-
ments. In addition, the local expenditure portion of the current State funding formula
essentially rewards those localities that contribute more resources to their libraries.
However, the local expenditure component does not address a locality’s resources or
relative ability to fund library services. In other words, the current local expenditure
portion does not take into account the economic condition of participating localities.

The State will contribute forty cents for every dollar, excluding any federal or
State funding, that a political subdivision spent on public library operations two years
prior to the current fiscal year. Capital and construction expenditures by local govern-
ments are not reflected in the calculations for State aid. State aid is calculated against
annual operating expenditures made by localities. The grant to any county or city
cannot exceed $250,000. In the case of regional libraries, each participating political
unit can receive up to $250,000 at a rate of $0.40 for every local dollar expended. In
other words, a library system can receive the maximum of $250,000 in State aid for
each participating locality that contributes in excess of $625,000. This means that if a
regional library has three political units that each contribute $625,000, that library
can receive $750,000 in State aid for the local expenditure portion of the formula. The
$250,000 cap on the local expenditure portion of the formula has been in place since
1990. Previously, the maximum for this component of the formula was $150,000. Some
library directors noted that, once they are capped on any component of the formula,
State aid ceases to be a useful leveraging tool for acquiring local funds.

For Fiscal Year 2002, the $250,000 local expenditure cap impacts 31 libraries.
Eight county libraries are capped: Arlington, Chesterfield, Fauquier, Henrico, Loudoun,
Roanoke, Washington, and York Counties. Thirteen city libraries are also affected by
this cap: Alexandria, Chesapeake, Falls Church, Hampton, Lynchburg, Newport News,
Norfolk, Portsmouth, Richmond City, Roanoke City, Staunton, Suffolk, and Virginia
Beach.
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Exhibit 3

Steps in Calculating Total State Aid, Using the Jefferson
Madison Regional Library as an Example

Step 1 - Local Expenditures Grant Calculations
5 localities contribute to Jefferson Madison Regional Library

40 Cents per Dollar of Local

Localities Served by JIMRL Total Expenditures Expenditures Up to $250,000
Charlottesville $889,927 $250,000
Albemarle $1,826,051 $250,000
Greene $136,070 $54,428
Louisa $180,637 $72,255
Nelson $147,479 $58,992
Total $685,675

Step 2 - Per Capita Grant Calculations
Jefferson Madison Regional Library serves a population of 173,500

30 cents per capita for serving one locality

(0.30 x 173,500) $52,050

10 cents per capita for serving each additional locality

((0.10 x 173,500) x 4) + $69,400
Total $121,450

Step 3 - Mileage Grant Calculations

Jefferson Madison Regional Library’s service area covers 1,861 square miles

$10 per square mile for serving one locality

(10 x 1,861) $18,610

£$22(;)Xpir856q1u)are mile for serving additional localities + $37.220
Total $55,830

Step 4 - Final Calculations

Step 1 — Local Expenditures Grant $685,675

Step 2 — Per Capita Grant + $121,450

Step 3 — Mileage Grant + $55,830

LVA Formula Adjustment* + $1,267
Final State Aid for JIMRL $864,222**

* LVA redistributes the funds from libraries penalized for not having a certified librarian on staff to the
remaining libraries.

** This figure assumes libraries receive full funding.

Note: For a more detailed explanation of the State library funding formula, see Appendix G.

Source: JLARC staff analysis of Library of Virginia Finance Division Staff, funding data for FY 2002.
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Regional libraries can receive up to $250,000 for each political unit served.
There are currently ten regional libraries that have political units contributing in ex-
cess of $625,000 and are restricted by the formula to a maximum grant of $250,000 per
jurisdiction: Bedford, Blue Ridge, Central Rappahannock, Fairfax, Jefferson-Madi-
son, Lonesome Pine, Montgomery-Floyd, Pamunkey, Prince William, and Williamsburg.

Population. Per-capita grants, employed by many states, including Virginia,
recognize that there are costs associated with providing materials and services across
highly populated areas. The State will contribute thirty cents per-capita for the first
600,000 persons served in a single city or county. For those libraries that serve more
than one city or county, the State will contribute an additional ten cents per capita, up
to 600,000 persons. Libraries or systems serving a population in excess of 600,000
shall receive ten cents per capita for the excess. Currently, the Fairfax County Li-
brary, serving a population of close to one million people is the only library system in
the State that serves an area with a population greater than 600,000. Other than
Fairfax, the only other library currently approaching the population cap is Virginia
Beach, with a population of 421,000. Every qualifying library serving an area with a
population less than 5,000 will receive its proper proportion or share, but not less than
$400.

Service Area. Land area is a measure commonly used by states, including
Virginia, to measure the service area of a library. Square mileage represents the amount
of land area that must be covered in order to provide patrons. Providing library ser-
vices across many miles has a variety of inherent costs, most obviously providing physical
access to materials and services. Also, libraries that cover a large land area often need
to provide multiple facilities, branches, and bookmobiles. As the formula provides an
additional $20 per square mile of area served to each library serving more than one
city or county, the square mileage component in the formula rewards and encourages
areas to join larger units of service.

As noted previously, the State will contribute ten dollars per square mile for
any single political subdivision. Libraries and systems that serve more than one county
or city will receive an additional twenty dollars per square mile. This component en-
courages the formation of regional libraries. A goal of the State Library Board is to
ensure adequate library service for every citizen in Virginia. By joining with other
localities, counties, cities, and towns can enhance their funding and potentially pro-
vide more efficient or additional services to their residents.

Most states use at least one of the funding drivers contained in Virginia’s
State funding formula. However, Virginia is somewhat unique in using a combination
of three drivers in its formula. This combination of drivers distributes funding in a way
that addresses population, geographical size, and local spending. The bonus in the
formula for square miles served provides funding for those libraries spanning many
square miles. Providing a grant for population allows libraries that may cover few
square miles but have a dense population to benefit. The local spending component of
the formula serves as an incentive to encourage local funding of public libraries.
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For most libraries, State aid serves to support basic library services. Simi-
larly, the design of Virginia's current funding formula addresses legislative intent - -
the encouragement of larger and more economical units of service and the mainte-
nance and development of proper standards. In addition, the components of the for-
mula address the wide variety in and range of public libraries as well as their diverse
demographics. Overall, the formula’s components serve public libraries and the public
well. The State aid formula rewards cooperation, local effort, and recognizes geographi-
cal differences. In addition, the formula increases access to public library services.
However, the current formula does not recognize local needs and conditions, nor does
the formula address ability to pay. Chapter 111 will provide a more detailed discussion
of ability to pay and possible funding options.

State Aid Per Capita

In examining the average State aid to local libraries on a per-capita basis, the
team found that State spending has increased from $2.61 per capita in Fiscal Year
1995 to an estimated $4.94 per capita in Fiscal Year 2002. In Fiscal Year 2002, the
smallest State aid grant will be an estimated $0.79 per capita for the Fairfax County
Library. Virginia Beach will receive $0.87 per capita. The highest estimated grant
per-capita to a library will be $28.37 per capita for the Pearisburg Library. Pearisburg
is a town library that serves a population of 2,128. In contrast, Fairfax is a regional
library serving 962,800 people. Similarly, Virginia Beach is a city library serving a
population of 421,000. Figure 8 depicts the continual increase of average State aid per
capita since Fiscal Year 1995. In addition, Appendix F shows appropriated Fiscal Year
2002 State aid awards per capita. Much of this increase is due to the phasing in of full
funding of the State aid formula.

The phase-in of full funding began in Fiscal Year 1999 and was scheduled for
completion by Fiscal Year 2001. For the most part, full funding has been achieved.
However, appropriations in Fiscal Year 2002 are slightly less than the total amount
necessary to fully fund the formula.

Full Funding

Although the State aid formula in its current form was established in 1970,
libraries have rarely experienced full funding of the formula. Full funding of the for-
mula has been achieved only twice: in the 1980s and in Fiscal Year 2001. Prior to full
funding, library directors worked with the General Assembly to promote the addi-
tional resources needed to fully fund the State aid formula. Prior to full funding, li-
braries would not know the amount of the State aid grant that they would receive.
From year to year, economic conditions and competing priorities would determine the
State aid appropriation.

In 1970, passage of the funding bill would have required $3.2 million dollars
to fully fund the formula. In actuality, libraries received only $400,000 in appropria-
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Figure 8

Average Total State Aid Per Capita to Public Libraries,
FY 1995 — FY 2002
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tions that year. Each library received only 20 percent of the money for which it was
eligible. A significant gap existed between the funds for which libraries were eligible
under the formula and the actual dollars appropriated. In the event that the General
Assembly does not appropriate sufficient funds for libraries, the Code of Virginia dic-
tates that the amount each library receives must be prorated. Each library receives
the same percentage of aid that they would have received under full funding. Over
time, the gap between eligibility and actual funding narrowed. Prior to Fiscal Year
2001, full funding was achieved only once in the late 1980s. Through a series of legis-
lative initiatives, Fiscal Year 2001 State aid funding increased to $20.4 million, thereby
once again achieving full funding of the State aid formula. Figure 9 illustrates the
amount of eligible funds versus the actual amount appropriated for Fiscal Years 1992-
2002.

Changes to the Formula

Since the inception of the formula, there has always been some discussion
surrounding the population and expenditure caps. While the population cap has re-
mained constant since the formula’s initial passage, the local expenditures component
of the formula was increased in 1990. Recently, some discussion has once again been
renewed among library directors regarding an increase in or the removal of the caps.
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Figure 9
Eligible and Actual State Grants-in-Aid to Public Libraries
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Making changes to these caps could potentially impact the amount of State funding
received by nearly all of the local libraries and systems.

Assuming constant funding, the removal of the population cap in the formula
would not positively impact the amount of funding received by the vast majority of
libraries or library systems. Only one library system, Fairfax, serves a population in
excess of 600,000 persons. As a result, Fairfax is the only library currently subject to
the population cap. If the population cap were removed, Fairfax would be the only
library system that would benefit from the change. Similarly, if the population cap
were removed and the appropriation of State funds remained constant, the removal of
the cap would decrease the amount of funding received by every library except Fairfax.

Many more libraries would be potentially impacted by changes to the local
expenditure maximum (libraries may receive forty cents of state aid for every local
dollar expended up to a maximum of $250,000). Of the 90 libraries or library systems,
31 libraries have local expenditures in excess of $625,000. Accordingly, these 31 li-
braries are capped at a maximum of $250,000 in State aid for each locality contributing
in excess of $625,000 for the local expenditure portion of the formula. As noted earlier,
the $250,000 cap has been in place since 1990. Previously, the maximum for this
component of the formula was $150,000. As most libraries use State aid as a leverag-
ing tool with their local governments, the caps serve to diminish the efficacy of this
tool. As the $250,000 cap has not been adjusted for inflation, more and more libraries
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are affected by this cap. As aresult, many libraries have reported either flat growth or
simple inflationary increases by their contributing local governments. For many, State
aid has not proportionally kept up with local expenditures.

In addition to concerns about the population and expenditure caps in the cur-
rent formula, many libraries have indicated that local ability to fund library service
and economic distress must be considered in the distribution of State aid. As noted
earlier, the current State aid formula does not address economic conditions or ability
to fund services. Chapter 111 will contain a more detailed discussion of various funding
options, including an ability to pay component.
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I11. Options for State Funding of Public Libraries

In order to provide State aid in the development of public library service
throughout the Commonwealth, the State Library Board is authorized to distribute
grants for the provision of library service. These State aid grants are distributed to
local libraries and library systems based on a funding formula. The formula, set forth
in 842.1-48 of the Code of Virginia, provides for the allocation of grants based on three
factors: square miles served, population, and local expenditures.

Very few changes have been made to the library formula since its initial legis-
lative passage in 1970. After 30 years, the formula’s main components remain in place.
For example, the funding amounts for square mileage and per-capita grants have not
changed since 1970. In addition, the current population cap is the same per-capita
maximum (600,000 persons) as was introduced in the 1970 legislation that proposed
the new formula. In 1990, however, the match cap for local expenditures was changed
from $150,000 to $250,000. Essentially, ten years have passed since any additional
changes have been made to the formula.

Over time, the library community has raised a variety of issues related to the
population and local expenditure portions of the formula. In addition, library directors
have expressed concern about and placed a great deal of emphasis on the formula’s
adequacy in addressing local ability to fund library service as well as the equity of the
current formula. In its current form, the formula does not address local economic
conditions or local ability to fund services.

This chapter examines the population and local expenditure caps contained in
the current formula. In addition, an examination of local ability to pay for library
service is provided. Further, an illustrative funding option based upon ability to pay is
provided.

OVERVIEW OF THE VIRGINIA PUBLIC LIBRARIES’ POSITION
REGARDING THE PROVISION OF STATE AID

While libraries have grown and changed dramatically since the State’s first
appropriation to public libraries in 1942, library directors have stated that the need to
maintain and develop libraries, to improve standards, and to encourage more economi-
cal units of service continues to remain vital for the provision of quality services in
Virginia’'s public libraries. Currently, the Commonwealth supports these goals through
its provision of State aid. In interviews with library directors, JLARC staff found that
most library directors agreed that the three main components of the formula were
appropriate. For example, one library director told JLARC staff that:
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Overall, the current formula works well, and provides a valuable
source of funding, primarily for books and materials. Even the
‘wealthy’ libraries would be hurt without the State aid contribution.

Further, 97 percent of those who responded to the JLARC survey indicated
that they were generally very satisfied or satisfied with the current formula. Only two
library directors noted that they were dissatisfied with the current formula, and only
one was very dissatisfied.

Full funding of the State aid formula was only recently achieved. As a result,
Virginia’'s public library directors are wary of making any changes to the formula that
could potentially reverse the gains that libraries have made through the achievement
of full funding. In letters to JLARC, both the Virginia Library Association (VLA) and
the Virginia Public Library Director’s Association (VPLDA) stated that they endorsed
the historical purposes of State aid, but could not support any changes made to the
formula that would result in the loss of funding to any library or system. In addition,
both organizations argued that any change to the variables or caps considered in the
funding formula should be accompanied by or linked to increased funding. Appendix H
contains the letters sent to JLARC by VLA and VPLDA.

While neither of these associations expressed dissatisfaction with the square
mileage component of the State aid formula nor the funding for regional systems, both
VLA and VPLDA discussed the importance of considering ability to pay in any changes
that may be made to the formula. Further, VLA and VPLDA noted that the population
and local expenditures components of the formula required review. In their letters to
JLARC, VLA and VPLDA also noted that State aid has always served to support the
basic on-going operational needs of public libraries, not unique or one-time events.
While there may be a need for funds to support construction, buildings are not needed
annually or by every community. Access to service, not necessarily through a physical
building or structure, has always been an essential tenet of State aid. The Common-
wealth of Virginia does not currently provide funding for construction in public librar-
ies through its State aid formula. The Commonwealth also provides funds for technol-
ogy initiatives outside of the State aid formula. As technology funding is not generally
considered an operational expense and not needed on an ongoing or continuing basis,
resources needed to support technology initiatives may be considered analogous to a
capital outlay process. In addition, VPLDA stated, “New services based on technology
also offer opportunities for all libraries, not just public libraries, to increase collabora-
tive or resource-sharing efforts.” If technology funding were included in the State aid
formula, it might limit the enhancement or development of these new types of initia-
tives. In interviews with JLARC staff, library directors noted their strong preference
for keeping technology and construction funding separate from State aid. Similarly,
VLA and VPLDA support the maintenance of separate funding for construction and
technology from State aid. In addition, VPLDA stated, “...the current State aid pro-
gram should remain focused on providing or enhancing traditional library services.”
Technology and construction funding is discussed in more detail in Chapter 1V.
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ASSESSING OPTIONS FOR CHANGES
TO THE LIBRARY FUNDING FORMULA

The study mandate for the JLARC study of the library funding formula di-
rects that the review examine the equity of the formula. Emphasizing vertical equity
requires that libraries or library systems in different circumstances be treated differ-
ently. Inturn, horizontal equity requires that libraries or systems in the same circum-
stances be treated equally. For example, emphasizing horizontal equity would imply
that all library systems should have the same amount of per-capita or square mileage
funding allocated to them. In contrast, heavy emphasis on vertical equity implies that
localities with the greatest economic need should have more State funding allocated to
them. In order to achieve free quality library service for all citizens of the Common-
wealth, a balance must be achieved between horizontal and vertical equity. This sec-
tion will deal with the removal of or changes to the expenditures components of the
State aid formula.

Impact of Changing the Per-Capita and Local Expenditures Grants

While the population cap has remained constant since the formula’s initial
passage, the local expenditures portion of the formula was increased in 1990. Over
time, concerns have arisen from the public library community about the caps contained
in the formula. In addition, the study mandate requires JLARC to consider the popu-
lation and expenditure components of the State aid formula.

Per-Capita Grants. Virginia’s use of a population component is not unique.
Per-capita distribution methods recognize that there are costs associated with provid-
ing materials and services across highly populated areas. Many other states have
some type of per-capita method of distributing aid to libraries. However, in those
states that use population as a basis for determining aid, limits for localities are not
imposed.

As noted previously, the State aid formula provides funding on a per-capita
basis based on the population that each library services. This grant pays 30 cents per
capita for each locality up to 600,000 persons served. Regional libraries, serving more
than one locality, are paid an additional ten cents per capita for up to 600,000 persons
for each additional city or county served. Libraries serving more than 600,000 persons
receive only ten cents per capita for persons in excess of the cap. Fairfax County Li-
brary, serving a population of 962,800, is the only library serving more than 600,000
persons. While Fairfax serves approximately 14 percent of the State’s population, it
receives slightly less than four percent of State aid.

The current population cap is the same per-capita maximum (600,000 per-
sons) as was introduced in the 1970 legislation that proposed the new formula, and has
not been adjusted since to account for population growth. In 1970, when the formula
was established, Fairfax County’s population, then 455,032 persons, was the highest of
any city or county in the State.
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When asked whether the State aid formula should contain a population cap,
responses were mixed with 51 percent (or 43 libraries) indicating yes, and 49 percent
(or 42 libraries) indicating no. One city library director stated:

The current formula works and works well. It's not optimal, but it
meets the needs of public libraries within the framework of the for-
mula. However, the population cap needs to be discarded. Because
the State is growing, it just doesn't make sense to set an arbitrary
population limit. This doesn’t take into account areas that are grow-
ing, and areas that are not growing. At certain times, some areas
may need more dollars, and some may need less. The formula should
look at a more flexible way to account for population and normal
economic growth.

In discussions with library directors, JLARC staff found that in theory most
library directors did not oppose the removal of the population cap. For practical pur-
poses and in light of limited resources, however, the same directors expressed concern
that a removal of or adjustment to the population cap would yield a decrease in the
amount of overall State aid they would receive. The VPLDA stated in its letter to
JLARC that capping the population component of the formula “essentially penalizes
localities for population growth.” However, the VLA noted:

It is essential that slow growth areas receive appropriate funding to
continue to meet the needs of their citizens and continue to improve
library services to them. It is equally essential that fast growth ar-
eas, wherever they are located, receive appropriate funding to meet
the demands of expanding service expectations.

Taking into account that Virginia's statewide population has grown 52 per-
cent since 1970, a per-capita cap adjusted for population growth would be 913,065.
Increasing the cap on the per-capita grant to account for population growth since 1970
would increase the cost of the FY 2002 State aid formula by $93,923. Option B in Table
1 notes the impact that making such a change would have on the formula.

Nevertheless, employing a population cap within the per-capita component of
the formula does not meet the conditions of horizontal equity. Emphasis on horizontal
equity requires that all persons be counted equally. Accordingly, the 600,001 person
should be treated or considered no differently than those within the base amount. As
noted in Option C of Table 1, the complete elimination of the population cap would
increase the cost of the FY 2002 State aid formula by $108,843.

In the absence of increased funding for State aid, the removal of the popula-
tion cap would negatively impact the amount of State aid received by all libraries ex-
cept Fairfax County Library. As noted earlier, removing the population cap has caused
concern on the part of many library directors. For example, one respondent to the
JLARC library survey noted:
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Table 1

Options for Modifying the Library Funding Formula

FY 2002 Appropriation Funding: $20,485,543

Increase from

Total Current
Options Funding Funding Levels

A. Full Funding $21,230,728
B. Increase cap on per-capita grant only

(based on average population growth since $21,324,651 $93,923

1970)
C. Remove cap on per-capita grant only $21,339,571 $108,843
D. Increase local expenditures cap only

(based on inflation since 1990) $23,897,574 $2,666,846
E. (F;(raligove cap on local expenditures $62,380.184 $41,149 456
F. Increase cap on per-capita grant AND $23.991 497 $2.760.769

Increase local expenditures cap (B + D) B T
G. Remove cap on per-capita grant AND $24.006,417 $2.775.689

Increase local expenditures cap (C + D)

Source: JLARC staff analysis of library funding formula for FY 2002.

State aid should not reward just growth in population. The growth
areas of the State are getting richer, sometimes at the expense of the
struggling areas. My concern with the removal of the population cap
is that when the pie is finite, the less affluent localities are going to
take yet another hit.

While concerns may be valid, horizontal equity argues to remove the cap in
the population component of the formula.

Recommendation (1). The General Assembly may wish to consider
removing the population cap contained in the current funding formula. How-
ever, in order to ensure that other libraries are held harmless by this change,
some additional funding will need to be appropriated.
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Local Expenditures Grant. The local expenditure portion of the funding
formula encourages localities to combine units of service into regional arrangements.
In addition, the local expenditures portion of the library funding formula essentially
rewards those localities that contribute more resources to their library. However, the
local expenditures grant does not take into account a locality’s relative ability to fund
services. While not in the majority, several other states base library funding or a
portion thereof on local expenditures. However, when other states use a local expendi-
tures component in their state aid formulas, they do not employ caps. The cap in
Virginia's formula serves as an aid to ensuring that State aid funds are more evenly
distributed.

Since there is no legal requirement for localities to fund library service, it
could be possible for some libraries to receive no financial support from their local
governments, even if the local governments have a relatively high ability to pay. How-
ever, the current formula and its requirements discourage this potentiality by requir-
ing that State aid cannot exceed local dollars expended. In addition, local expenditures
must be equal to or greater than the amount expended the prior year. Local operating
expenditures must also be at least 50 percent of the median statewide local operating
expenditures per capita, two thirds of which must come from taxation or endowment.
Therefore, if a library does not provide any support or reduces the amount of its sup-
port to its public library, the library cannot receive State grants-in-aid. Similarly, the
local expenditures portion of the State aid grant serves as a leveraging tool for libraries
and as an incentive to encourage local jurisdictions to fund library services.

The local expenditures component of the formula pays libraries 40 cents for
every dollar spent in the fiscal year two years prior to the current Fiscal Year, up to a
maximum State expenditure of $250,000. For county, city, and town libraries that
serve only one jurisdiction, the locality’s reported expenditures are multiplied by 40
percent, and the resulting figure is capped at $250,000, if the result exceeds that amount.
For regional libraries, which consist of multiple of jurisdictions, each locality’s contri-
bution is multiplied by 40 percent and then the cap is applied to each participating
locality. By considering regional library expenditures according to individual local
contributions, the formula does not penalize localities for working together to provide
services.

When asked if the State should retain the current $250,000 cap on the amount
of local expenditures that the State will match, 60 percent of respondents to the JLARC
survey indicated that the cap should not be retained. However, two libraries impacted
by the cap noted the following to JLARC staff:

There is not one formula that is going to be perfect. However, the
current formula is one that has worked and worked well for us. Al-
though we are capped on the local expenditure portion of the for-
mula, we do not have a real problem with the cap.

* * *
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Short of the local expenditure cap, we haven't really been disadvan-
taged by the funding formula. We wouldn’t necessarily support a
removal of the cap, because that would just increase what the big
libraries get.

During interviews, JLARC staff also found that many library directors were
concerned that if the cap on local expenditures were removed from the State aid for-
mula, their overall State aid would be reduced. In some cases, libraries were so far
away from reaching the cap, they were unaware that a cap even existed. For FY 2002,
the local expenditure portion of the formula caps 31 out of 90 libraries.

As noted previously, the local expenditures’ cap was increased in 1990. Since
that time, the cap has not been adjusted for inflation. In order to recognize the increas-
ing costs of providing library services, one option is to increase the cap based on the
rate of inflation since 1990. Using the Consumer Price Index from November 1990
through November 2000, the average annual rate of inflation was 3.0 percent. Multi-
plying $250,000 by 3.0 percent and compounding it for ten years derives a new cap of
$335,979. As shown in Option D of Table 1, if the cap were adjusted for inflation and
the new cap employed, the cost of funding State aid for FY 2002 would be $23,897,574
or $2,666,846 more than the current formula amount.

Another option is to remove the local expenditures cap in its entirety. Thus,
the contributions of all localities and libraries would be equally recognized. However,
localities contribute widely varying amounts of local funds to their libraries and the
size of operation varies enormously. Complete removal of the cap on local expendi-
tures would approximately triple the cost of State aid for FY 2002 by raising the total
to $62,380,184.

In order to fund the removal of the cap on local expenditures, the Common-
wealth would need to commit substantial new resources. If such a commitment were
to take place, only 31 libraries would benefit from the change. The remaining libraries
would not experience a change. However, if additional resources were not committed
to State aid to fund the removal of the local expenditures cap, all libraries would be
impacted with nearly two-thirds experiencing negative impacts.

While resource limitations make complete elimination of the local expendi-
tures cap economically infeasible, the increasing costs of providing library services
need to be recognized. This could be accomplished through periodic review of the local
expenditures component of the formula. If additional resources were available, a less
costly option would be to increase the local expenditures cap based upon inflation since
1990.

Recommendation (2). The General Assembly may wish to consider
adjusting the local expenditures component of the formula for inflation. In
future years, the local expenditures cap could then be tied to the Consumer
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Price Index (CPI). In addition, the Library of Virginia should complete a
periodic review of the local expenditures component of the State aid formula,
conducted at least every ten years.

Table 1 provides a summary of the options related to changing the population
or local expenditure caps in the formula, or both. In addition, Appendix | shows State
Aid for each of the 90 libraries for each Funding Formula Option listed in Table 1.

LOCAL SPENDING ON LIBRARIES AND LOCAL ABILITY TO PAY

One aspect of funding equity is to examine whether there is a relationship
between local ability to fund library services and local spending. For purposes of this
analysis, revenue capacity serves as the measure of local ability to pay. Essentially,
revenue capacity measures the revenue-generating capacity of a locality, if statewide
average tax rates are applied to each tax base.

More specifically, revenue capacity gauges the degree of jurisdictional afflu-
ence and, at one and the same time, indicates the collections that a locality could an-
ticipate from taxes, service charges, regulatory licenses, privilege fees, and various
other governmental revenue sources (i.e., potential revenue) if the jurisdiction imposed
levies on its resource bases at statewide rates of extraction.

The revenue capacity methodology, employed by the Commission on Local
Government, isolates six resource bases that capture, directly or indirectly, aspects of
private sector affluence, which local governments can tap in financing their program-
matic objectives. These resource bases include the real property tax, the public service
corporation property tax, the tangible personal property tax, the motor vehicle license
tax, and the local option sales tax. The measure also includes a residual dimension
that encompasses all other instruments for the generation of own-source revenues.

As applied to any given jurisdiction, the computational procedure rests cen-
trally upon the multiplication of each resource-base indicator (for example, real prop-
erty true valuation or adjusted gross income) by the associated statewide average rate
of return—that is, the revenue yield to all county and city governments per unit of the
stipulated resource. Once the full set of jurisdictional wealth dimensions has been
covered by this weighting operation, the six resulting arithmetic products are added to
generate a cumulative measure of local capacity, the magnitude of which is then di-
vided by the population total for the designated city or county. The latter calculation
produces a statistic gauging, in per-capita terms, the collections that the target juris-
diction would realize from taxes, service charges, regulatory licenses, fines, forfeitures,
and other potential revenue sources if local public officials established resource-based
levies at statewide average values. Accordingly, revenue capacity was selected as the
most appropriate way to represent local governments’ ability to pay.
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Several measures of local economic condition, as it relates to local ability to
pay for library services, are available and were considered during this analysis. The
three measures that are most often cited are: local poverty rate; the local per-capita
income; and the local revenue capacity measure. Poverty rate is a measure of local
economic condition used by the Gates Foundation, and its primary advantage is that it
is computed for localities nationwide. Likewise, local per-capita income has also been
estimated nationwide. However, revenue capacity more directly measures local gov-
ernments’ ability to generate revenue, because it measures resources that are avail-
able to Virginia localities. Therefore, among the three measures, revenue capacity
appears to be the most appropriate way to represent local governments’ ability to pay
for libraries.

The library jurisdictions’ per-capita revenue capacity can be derived from the
corresponding localities’ revenue capacity and population estimates. In the case of a
local library from a single city or county, that locality’s revenue capacity is divided by
its population estimate. In the case of a regional library, the revenue capacities of its
localities are summed, which is then divided by the sum of their populations.

In the case of the two town libraries serving the citizens of Giles County, a
scale of operation proxy (described below) deals with how one town