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OUTLINE FOR TODAY

¡Context in which Texas budget is written:  low-spend, 
low-tax approach, versus growing needs

¡ State revenue overview – How did we get here?

¡A closer look at supplemental needs & HB 1 / SB 1 needs

¡Other budget-related bills CPPP is watching



TEXAS STATE BUDGET 
CONTEXT



MAJOR FACTORS SHAPING THE STATE BUDGET

¡Texas has been low-tax and low-spending at state 
government level for decades. 

¡Half of rapid population growth is from a high birth 
rate – which also makes Texas a young state. 





Source: U.S. Census Bureau, Current Population Survey,  Annual Social and Economic Supplement.



Source: U.S. Census Bureau, Current Population Survey,  Annual Social and Economic Supplement, and American Community Survey.

Affordable Care Act



LEADERSHIP COMMENTS ON STARTING-POINT BUDGETS

¡ “This base budget is a starting point, and I look forward 
to working with my colleagues to develop a balanced 
budget that addresses our needs and strengthens our 
economy.” 

-Senator Jane Nelson, Finance Chair



LEADERSHIP COMMENTS ON STARTING-POINT BUDGETS

¡ “We keep overall spending low while making 
investments in children and our future.  The Members 
of the House…will now have the chance to shape this 
budget and decide how best to allocate resources 
during an economic slowdown. This is the first step 
toward producing a balanced budget that reflects the 
priorities of the Texas House and does not raise taxes.”

-House Speaker Joe Straus



House proposal Senate 
proposal Governor

2016-17 $216.2 billion All Funds 
(General Revenue, GR-
Dedicated, Federal, Other)

$213.7 B in All Funds -
$2.6 billion (1.2%) less 
than House proposal

Hiring freeze thru 
Aug., except DFPS 
Exempt:  Attorney General, 
Agriculture, Supreme Court, 
other elected officials’ agencies

2018-19 $221.3 billion All Funds.  
LBB says this is a 5.6% cut
from 2016-17, factoring in 
population & inflation. 

$213.4 B All Funds. This 
is a 9% cut from House’s 
2016-17 proposal, 
factoring in population & 
inflation.

$213.3 B All Funds. 
Compared to Senate: less for 
Health & Human Services, 
Education, Judiciary, Public Safety 
& Criminal Justice, Natural
Resources, Business/Economic 
Development, & Regulatory

Not cut:  TXDoT - state highway projects - would get a nominal 
13.9% biennial increase in both House and Senate proposals. 
Even more funding proposed in Governor’s budget. 



SENATE BILL 1 AS FILED (Jan. 2017)



OTHER FACTS TO KEEP IN MIND

¡The 85th Legislature has less General Revenue - the part 
of the budget the Comptroller has to certify as balanced. 
But it has more revenue overall for the budget.

¡More uncertainty than usual about Congressional & 
White House changes to federal grants to states. Some 
state-administered services are ≈ 60 to 100 percent 
federally funded. 







STATE REVENUE OVERVIEW



State Revenue Comes 
Primarily from Taxes and 

Federal Support



State General Revenue 
Sources, 2018-19 Forecast





2015 Actions 
that Created 
Challenges 

for the 
2018-19 
General 

Revenue 
Budget

Higher Homestead 
Exemption: $1.35 B

Franchise Tax Cut: 
$2.6 B

DPS, DMV: $1.3 B

Sales Taxes to 
Highway Fund 

Instead of to GR: 
$4.7 B

Other Fee & Tax Cuts

-$8
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New Responsibilities Less Revenue

Education

Highway Refinance

Other

Biennial 
billions

DPS = Department of Public Safety; DMV = Department of Motor Vehicles. Previously funded out of State Highway Fund, not General Revenue. 





¡In addition to General Revenue:  $11.9 billion 
in the Economic Stabilization Fund by 2019

¡State Highway Fund: $14 billion

¡Property Tax Relief Fund: $3.6 billion

¡Federal (depends on budget choices)



Oil & Gas 
Severance Tax 

Collections 
Determine 

Transfers to 
Economic 

Stabilization 
Fund & State 

Highway Fund







SUPPLEMENTAL NEEDS FOR 2017; 
2018-19 PROPOSALS



2016-17 State Budget



General Revenue budget for 2016-17 is now $108 billion
(up $2 billion from when 2015 session ended): 

¡ $1.2 billion is needed for medical cost increases in Medicaid / 
CHIP health care. 

¡ Senate budget does not assume the Medicaid / CHIP funding 
will be provided in 2017. 

¡ Senate does include $800 million in other supplemental 
spending for Family & Protective Services ($81 million); 
education ($236 million); state worker benefits ($152 million); 
and general government ($337 million)



Senate Budget Drastically Underfunds 
Higher Education and Health & Human Services



What’s 
the 
current 
level of 
state 
support, 
total and 
General 
Revenue?

What is 
the Senate 
proposal?

What is 
the House 
proposal?

More context for 
this budget area –
what was originally 
asked for? What’s 
needed to deal 
with inflation?









“The Budget” isn’t just the supplemental or general 
appropriations bills. Other bills we’re watching that affect 
state and local government services:

¡ Voucher proposals

¡ Senate Bill 4, “sanctuary cities,” has local fiscal impacts on cities, counties, 
community colleges

¡ Public higher education is affected by tuition caps and tuition set-asides

¡ Senate Bill 2, property tax caps on cities, counties, community colleges, 
hospital districts

¡ Medicaid block grant bills

¡ Senate Bill 9 would tighten constitutional limit on state spending growth



CPPP EXPERTS ON VARIOUS AREAS OF THE STATE BUDGET
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