
Key Takeaways 

• Not good enough for Texas: The $217 billion All Funds proposal in Senate Bill 1 is only $352 million

higher than the 2016-17 budget – less than a 0.2 percent increase. This means the proposed funding 

level is close to a 7.5 percent to 8 percent decrease in “real” terms, given the population growth and 

inflation forecast for the next two years. Except for highways, almost every area of state spending faces 

cuts or underfunding, such as a likely $1 billion Medicaid “IOU” that SB 1 creates for the 2019 

Legislature. Those who claim that we have to “live within our means” should remember that lawmakers 

have repeatedly reduced “our means” through tax cuts and diversions. The 2013 and 2015 tax cuts and 

revenue diversions reduced the amount of General Revenue – mainly used for health care and 

education – by more than $10 billion, independent of the drop in oil and natural gas prices.  

The total amount of General Revenue spending is $106.7 billion, below the current (2016-2017) budget 

of $108 billion. SB 1 is at least $2 billion short of the “bare bones” General Revenue amount that would 

have funded current services, and even further below the almost $115 billion requested by state agency 

heads. Keep in mind that as the Texas population grows rapidly, so does the number of students 

enrolled in public schools – to give just one example of a major budget driver. When overall spending is 

flat, this is actually a significant cut to state investments, or a cost shift to local taxpayers, such as for 

school property taxes. 
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• Accounting tricks: The House SB 1 conferees did not agree to the Senate’s March 2017 proposal to

delay a $2.5 billion constitutional transfer for highways but still appropriate that money in the 2018-19 

budget cycle, in effect counting the same $2.5 billion twice. Instead, SB 1 reduces the Proposition 7 sales 

tax revenue used during the 2018-19 biennium by $1.8 billion. This means the Comptroller can certify 

$1.8 billion in additional General Revenue.  The money will still go to the Highway Fund and the 

Department of Transportation in fiscal 2020.  

• Rainy Day Fund: The state’s Rainy Day Fund already contains $10 billion, making it the largest such

reserve fund in the country. SB 1 proposes to spend $989 million in Economic Stabilization Funds – a 

small fraction of the Fund, and almost entirely for state facilities repairs, construction, and equipment 

purchases (see Sec. 17.16 in Article IX, below). By choosing to leave $11 billion unspent (the balance that 

will be reached by 2019), lawmakers are choosing to cut and underfund key state services unnecessarily. 

The Rainy Day Fund is specifically designed for times like these, to help prevent cuts to essential services 

like health care and education. 
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Next page: details of Border Security spending.  Total is $800 million for the biennium, the same as in 

the current budget. Before the 2016-17 budget cycle, most of this was supported by the State Highway 

Fund or federal grants; now, it is almost all General Revenue spending.  
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