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ABOUT TCCRI TASK FORCES 

 
The Texas Conservative Coalition Research Institute's Task Forces are the backbone of the 

Institute's research and education efforts. Based on the conservative principles of limited 

ƎƻǾŜǊƴƳŜƴǘΣ ƛƴŘƛǾƛŘǳŀƭ ƭƛōŜǊǘƛŜǎΣ ŦǊŜŜ ŜƴǘŜǊǇǊƛǎŜΣ ŀƴŘ ǘǊŀŘƛǘƛƻƴŀƭ ǾŀƭǳŜǎΣ ǘƘŜ LƴǎǘƛǘǳǘŜΩǎ ¢ŀǎƪ 

Forces develop legislative leaders and sound public policy ideas by bringing together legislators, 

experts, industry leaders, and stakeholders in a unique forum that fosters discussion and 

debate among public and private sector leaders. This approach has proven to be very 

successful. 

 

 

THE 2009-10 STATE BUDGET TASK FORCE 
 

ά.ƭǳŜǇǊƛƴǘ ŦƻǊ ŀ .ŀƭŀƴŎŜŘ .ǳŘƎŜǘέ ƛǎ ǘƘŜ Ŧƛƴŀƭ ǊŜǇƻǊǘ ƻŦ ǘƘŜ ¢//wL {ǘŀǘŜ .ǳŘƎŜǘ ¢ŀǎƪ CƻǊŎŜ 

chaired by State Senator Tommy Williams (R-The Woodlands) and State Representative Warren 

Chisum (R-Pampa).  The Task Force was convened to offer conservative budget ideas for the 

2012-13 biennium.   

This report summarizes the work of the Task Force, presenting both the philosophical and 

practical case for a balanced budget that does not raise taxes, as well as range of potential 

budget reforms that will enable legislators to achieve that goal.  Delivering state services more 

effectively and efficiently, and ensuring that the state is focused on its core responsibilities are 

the bases on which the Task Force undertook its work. 

The budget proposals presented in this document are neither all-inclusive nor exhaustive but 

are simply intended to illustrate that the 2012-13 general revenue budget can be balanced 

without raising taxes.  This report is just a starting-point: The Task Force expects that the 

Senate Finance Committee and the House Appropriations Committee will advance many 

revenue saving options that are not contemplated by this report in pursuit of the goal of 

balancing the budget without raising taxes. 
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1. Balancing the Budget Without Raising Taxes 

The 2012-13 State Budget in Perspective 

On January 10, 2011, the Texas Comptroller of Public Accounts announced the revenue estimate for the 

2012-13 biennium.  The projection estimates that the state will have $77.3 billion in general revenue 

available for appropriation.  However, a $4.3 billion shortfall is also estimated for the current (2010-11) 

biennium and the state will deposit around $800 million into the Economic Stabilization (Rainy Day) Fund, 

leaving a net general revenue amount for 2012-мо ƻŦ ϷтнΦн ōƛƭƭƛƻƴΦ  ¢ƘŜ /ƻƳǇǘǊƻƭƭŜǊ ƴƻǘŜǎ ǘƘŀǘ άŦor 2012-13, 

the state can expect to have $72.2 billion in funds available for general-purpose spending.  This represents a 

2.9 percent decrease from the corresponding amount of funds available for 2010-11.έi 

It is the second time that Texas legislators have been faced with a general revenue shortfall in the past 

decade, and this shortfall must be addressed in the same way: by reducing spending and without raising 

taxes.  Balancing the budget without raising taxes is both possible and imperative to reduce the footprint of 

government in Texas.   While the budget shortfall that must be addressed is just a temporary problem, the 

liberal policy approach of raising taxes would damage the economy of the state since tax increases are 

economically undesirable and typically end up being permanent shifts in state policy. 

In the 2011 legislative session, conservatives can not only carefully and meaningfully reduce state spending 

to balance the 2012-13 state budget, but also to effect long-term cost-saving reforms that reaffirm Texas' 

commitment to prosperity, economic growth, and small, effective government.   

The projected budget shortfall demands that legislators make significant changes to extraneous programs 

that are outside the core mission of agencies, and enact cost-saving measures and reductions in the public 

sector workforce to prevent long-term fiscal insolvency as a result of too many people relying on taxpayers 

for a salary and retirement benefits. 

Texas is well-positioned to address the shortfall because of the budget-cutting measures that were 

undertaken in 2003, when the state met a $7.4 billion shortfall without raising taxes.  As a result of these 

ŎǳǘǎΣ ¢ŜȄŀǎΩ ǇǊƻƧŜŎǘŜŘ ǎƘƻǊǘŦŀƭƭ is a smaller percentage of state general revenue than that of many other 

states (notably Illinois and Nevadaii), taxes remain relatively low (though property taxes are much too high), 

and the state's business climate is the best in the nation.  Other states are taking a decidedly different 

approach and will suffer as a consequence.  Illinois, for instance, is increasing its state income tax by 67 

percent and the state corporation tax by 45 percent in response to its 51 percent state budget shortfall.   

In addition to concerns about ǘƘŜ ǎǘŀǘŜΩǎ ŜŎƻƴƻƳȅ ŀƴŘ ōǳǎƛƴŜǎǎ ŎƭƛƳŀǘŜΣ Ŏutting the budget must also be an 

imperative so that the state can retain some revenue in reserve for the future: for example, according to 

estimates from the Texas Health and Human Service Commission, the Medicaid expansion required by 

tǊŜǎƛŘŜƴǘ hōŀƳŀΩǎ federal health care initiative will cost Texas at least an additional $27 billion in state 

general revenue over the next ten years; indeed, many costs can not yet be estimated since federal 

regulations as a result ƻŦ άhōŀƳŀŎŀǊŜέ ŀǊŜ ƴƻǘ ƛƴ ǇƭŀŎŜ.  Changing the course of government now will help 

prepare the state for the negative impact of federal health care mandates and regulations over the next 

decade. 
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A Structural Deficit or a Spending Problem? 

Liberal advocacy groups invariably argue that the state must raise taxes in order to close what they refer 

to as a άǎǘǊǳŎǘǳǊŀƭέ ōǳŘƎŜǘ ŘŜŦƛŎƛǘΦ  CƻǊ ƛƴǎǘŀƴŎŜΣ ǘhe Center for Public Policy Priorities argues that: 

Unfortunately, Texas is a low-tax state with a structural deŦƛŎƛǘΦ hǳǊ ǎǘŀǘŜΩǎ ƳŀƧƻǊ ǘŀȄΣ ǘƘŜ ǎŀƭŜǎ 

tax, is primarily a tax on goods, but increasingly Texas businesses sell services. Consequently, 

even when our economy grows, Texas nonetheless struggles to fund an inadequate budget. In 

2006, the state made its structural deficit worse by pledging to pay for a local school property 

tax cut.iii 

Similarly, the House Select Committee on Federal Economic Stabilization Funding, chaired by former-

Rep. Jim Dunnam (D-Waco), issued a report during the 81st Legislature that also blamed the school 

ŘƛǎǘǊƛŎǘ ǇǊƻǇŜǊǘȅ ǘŀȄ ǊŜƭƛŜŦ ŜƴŀŎǘŜŘ ƛƴ нллс ŦƻǊ ŎǊŜŀǘƛƴƎ ǿƘŀǘ ƛǘ ŎŀƭƭŜŘ ŀ άǎǘǊǳŎǘǳǊŀƭ ŘŜŦƛŎƛǘέ ōŜŎŀǳǎŜ άǘŀȄ 

ǊŜǾŜƴǳŜǎ ŀƴǘƛŎƛǇŀǘŜŘ ŦǊƻƳ ǘƘŜ нллс ǇǊƻǇŜǊǘȅ ǘŀȄ ǊŜƭƛŜŦ ŀǊŜ ƭƻǿŜǊ ǘƘŀƴ ǇǊƻƧŜŎǘŜŘ ŀǘ ǘƘŜ ǘƛƳŜΦέ   

Even if there is a structural deficit, singling out property tax relief as the sole cause is disingenuous for 

two reasons: Unlike most spending, property tax relief was a legal and financial imperative.   Also, the 

Legislature enacted and funded property tax relief just as it enacts and funds a vast array of other 

programs.  It can be 

more reasonably 

argued that growth in 

health and human 

services programs or 

the number of state and 

public education 

employees has created 

the deficit.   

In other words, there 

are two sides to a 

shortfall: spending and 

revenue.  Increased tax 

receipts accruing from 

economic growth, or 

cutting state 

expenditures, would immediately address the expected state budget shortfall.  Indeed, Article III, 

{ŜŎǘƛƻƴ пфŀ ƻŦ ǘƘŜ ¢ŜȄŀǎ /ƻƴǎǘƛǘǳǘƛƻƴ ŜǎǘŀōƭƛǎƘŜǎ ǘƘŀǘΥ άƴƻ ŀǇǇropriation in excess of the cash and 

ŀƴǘƛŎƛǇŀǘŜŘ ǊŜǾŜƴǳŜ ƻŦ ǘƘŜ ŦǳƴŘǎ ŦǊƻƳ ǿƘƛŎƘ ǎǳŎƘ ŀǇǇǊƻǇǊƛŀǘƛƻƴ ƛǎ ǘƻ ōŜ ƳŀŘŜ ǎƘŀƭƭ ōŜ ǾŀƭƛŘΦέ   

      

A glance at several areas of the budget underscores this point.   
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Source: U.S. Census Bureau & Legislative Budget Board 

 

 

Health and Human Services 

Total unadjusted health and human services spending has increased 109 percent from $16.0 billion in 

1999 to $33.5 billion in 2009.  Within the health and human services budget, the creation of the 

/ƘƛƭŘǊŜƴΩǎ IŜŀƭǘƘ LƴǎǳǊŀƴŎŜ tǊƻƎǊŀƳ ό/ILtύ in 1997 has created a new funding obligation for the state 

that exceeded $1.1 billion in the 2010-11 biennium.  Under the auspices of CHIP, a range of programs 

funded in part by general revenue were also created, including Immigrant Child Health Insurance at 

$34.4 million in 2010-11, Perinatal Services at $577.5 million in 2010-11, and the School Employee 

Children Insurance Program at $35.3 million in 2010-11. 

Significant spending increases in the Texas Medicaid 

Program have also contributed to the overall increase 

in the health and human services budget.  Over the 

past decade, the biennial cost of the Medicaid 

program has soared from $23 billion to more than 

$46 billion.  To put this into perspective, Texas 

Medicaid enrollment has increased by more than 70 

percent over the past decade, while All Funds 

spending on the program has increased by 100 

percent over the same period.   

 

State Employees 

In total, the Legislative Budget Board (LBB) reports 

238,404 state government full-time-equivalent 

positions in FY2010, an almost ten percent increase 

from the 218,342 state government FTEs in FY2006.1  

Expanded public employment, both at the state level 

and school district levels, creates an additional strain 

on the state budget ς particularly when long-term 

benefit obligations are incurred.  While Texas is lower 

than the national average at 122 employees per 

10,000 population, the state has a higher rate of 

state employees than several other large states, 

including California (106 per 10,000), Florida (104 per 

10,000), and Illinois (97 per 10,000)iv.  Specifically, 

Texas has: 

ē 14 public hospital FTE positions per 10,000 

population, which is more than Florida (2 FTE 

                                         
1
 It should be noted that the Texas Workforce Commission (TWC) reports a considerably higher number of state 

employees than does the Legislative Budget Board.  TWC figures indicate 378,600 state government employees, 
which is 60 percent higher than the LBB estimate. 

RANKING STATE 

SALARIES & WAGES 

AS % OF TOTAL  

STATE SPENDING 

10 N. Carolina 17.2 percent 

14 Virginia 15.8 percent 

15 New Jersey 15.7 percent 

16 Washington 15.6 percent 

22  TEXAS 14.6 percent 

34 Illinois 13.7 percent 

40  Pennsylvania 11.5 percent 

41 Florida 11.4 percent 

42 Ohio 11.3 percent 

43 Arizona 11.1 percent 

45 California 10.9 percent 

46 Massachusetts 10.9 percent 

47 New York 10.6 percent 

48 Georgia 10.3 percent 

49 Michigan 10.2 percent 
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positions per 10,000); Georgia (7 FTE positions per 10,000); Illinois (8 FTE positions per 10,000); and, 

Pennsylvania (10 FTE positions per 10,000). 

ē 10 public welfare FTE positions per 10,000 population, which is more than: California (1 FTE position 

per 10,000); New York (3 FTE positions per 10,000); and, Ohio (3 FTE positions per 10,000). 

ē 46 higher education FTE positions per 10,000 population, which is more than New York (26 FTE 

positions per 10,000); Florida (31 FTE positions per 10,000); and, New Jersey (36 FTE positions per 

10,000).  

Texas spends a relatively high proportion of its state budget ς 14.6 percent ς on employee salaries and 

wages.  This places Texas ahead of many large, and tradiǘƛƻƴŀƭƭȅ άōƭǳŜέ ŀƴŘ ƭŀōƻǊ-dominated states, 

including Illinois, Pennsylvania, Massachusetts, New York, Michigan, and California.  According to the 

Legislative Budget Board (LBB)Σ ά¢ŜȄŀǎ ǎǇŜƴŘǎ ƴŜŀǊƭȅ мр ǇŜǊŎŜƴǘ ƻŦ ƛǘǎ ƻǾŜǊŀƭƭ ǎǘŀǘŜ ōǳŘƎŜǘ ƻƴ ǎŀƭŀǊƛŜǎ 

and wages, which ranks it twenty-second among the 50 states and fifth among the 15 most-populous 

ǎǘŀǘŜǎΦέ 

 

Public Education Employment 

LBB also reports that among the 15 most-populous states, Texas has the highest per capita number of 

state and local government employees in elementary and secondary schools.v  Texas has 273 school 

employees per 10,000 population, while California has 193, Florida just 184, and New York 252. 

¢ƘŜ ǎƛȊŜ ŀƴŘ Ŏƻǎǘ ƻŦ ŀŘƳƛƴƛǎǘǊŀǘƛƻƴ ŀƴŘ ǎǳǇǇƻǊǘ ŦǳƴŎǘƛƻƴǎ ƛƴ ¢ŜȄŀǎΩ ǇǳōƭƛŎ ŜŘǳŎŀǘƛƻƴ ǎȅǎǘŜm also places a 

strain on the state budget despite adding little or no value to the essential functions of a school: 

teaching and learning.  Administrative spending, no matter how important to the management and 

operation of a school, diverts resources from classroom instruction and also grows the cost of education 

while not contributing to improved educational outcomes. 

 

Teachers are the essential core of the educational system, yet they currently account for barely half of 

all public school system employees: 

2007-08 SCHOOL DISTRICT STAFF & SALARIES BY CATEGORY 

Source: Texas Education Agency, Pocket Edition, 2008-09. 

 

CATEGORY FTEs % of Total FTEs Av. SALARY TOTAL SALARY 

Teachers 327,663 50.7% $48,334 $15,837,263,442 

Campus Administrators 18,325 2.8% $69,447 $  1,272,616,275 

Central Administrators 6,672 1.0% $86,342 $     576,073,824 

Professional Support 54,476 8.4% $56,563 $  3,081,325,988 

Educational Aides 62,460 9.7% $18,319 $  1,144,204,740 

Auxiliary Staff 177,220 27.4% $22,238 $  3,941,018,360 

TOTAL: 646,815 100.0% $39,969 $25,852,502,629  
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To put these figures into perspective, Texas school districts have one employee for every 7.3 students, 

and one classroom teacher for every 14.3 students.  Both of these figures stand in stark contrast to the 

22:1 teacher/student ratio that is mandated for all classes in kindergarten through the fourth grade.  

¢ƘŜ ǎƛȊŜ ŀƴŘ Ŏƻǎǘ ƻŦ ŀŘƳƛƴƛǎǘǊŀǘƛƻƴ ŀƴŘ ǎǳǇǇƻǊǘ ŦǳƴŎǘƛƻƴǎ ƛƴ ¢ŜȄŀǎΩ ǇǳōƭƛŎ ŜŘǳŎŀǘƛƻƴ ǎȅǎǘŜƳ ǎƘƻǳƭŘ ōŜ 

reduced.   ¢ƘŜ ƻǊƎŀƴƛȊŀǘƛƻƴ ƻŦ ¢ŜȄŀǎΩ ǇǳōƭƛŎ ŜŘǳŎŀǘƛon system, with more than 1,200 school districts and 

8,300 separate campuses, creates unnecessary levels of bureaucracy that must be reduced because 

administrative spending, no matter how important its advocates claim it to be to the management and 

operation of a school, diverts resources from classroom instruction, specifically teacher pay.  If the Texas 

public education system were a private company, it would be the fifth largest in the world by employee 

count.  Lǘ ƛǎ ŀƭǎƻ ǿƻǊǘƘ ƴƻǘƛƴƎ ǘƘŀǘ ¢ŜȄŀǎΩ ǇǳōƭƛŎ education system has more employees than many of 

!ƳŜǊƛŎŀΩǎ ƭŀǊƎŜǎǘ ŎƻǊǇƻǊŀǘƛƻƴǎΣ ƛƴŎƭǳŘƛƴƎ LΦ.ΦaΦΣ aŎ5ƻƴŀƭŘǎΣ ¢ŀǊƎŜǘΣ DŜƴŜǊŀƭ 9ƭŜŎǘǊƛŎΣ IŜǿƭŜǘǘ-Packard, 

and AT&T. 

This is illustrated in the following table, which shows where the Texas public school system would fall in 

a list of the largest private employers in the world as compiled by Fortune magazine: 

¢I9 ²hw[5Ω{ [!wD9{¢ 9at[h¸9w{ ό!b5 ¢I9 ¢9·!{ t¦.[L/ {/Ihh[ {¸{¢9aύΣ нллу 

RANK EMPLOYER EMPLOYEES 

(FY2008) 

1 Walmart Stores 2,100,000 

2 China National Petroleum 1,618,393 

3 State Grid Corporation of China 1,537,000 

4 United States Postal Service* 765,088 

5 TEXAS SCHOOL DISTRICTS# 646,815 

6 Sinopec (China Petrochemical Corp.) 639,690 

7 Carrefour Group (French Grocery Chain) 495,287 

8 Hon Hai Precision Industry/FoxConn Tech. Group 486,000 

9 Gazprom 456,000 

10 Deutsche Post 451,515 

Source: Fortune Magazine, Top Companies: Biggest Employers, July 2009. 

*Fortune includes USPS because it is a revenue-generating entity, although not technically a private company. 
#
 Not included by Fortune; figure supplied by TEA. 

Human services and the public sector workforce have grown to a point that they are the cause of the 

current budget problem afflicting the state.   

Contrasting Texas' budget with that of two other states -- California and New Jersey -- underscores that 

different fiscal philosophies meaningfully impact a state's economic climate.  ¢ŜȄŀǎΩ ōǳŘƎŜǘ Ŏǳǘǎ ƛƴ нллп 

and 2005 set the stage for a sustained period of fiscal stability.  In contrast, the growth of CŀƭƛŦƻǊƴƛŀΩǎ 

state budget is entirely attributable to the growth of government and the public sector in the Golden 

State.  The spending reduction observable in 2010 when the budget was cut by a nominal $30 billion 
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was achieved through both spending cuts and tax increases, a failed formula that will continue to impair 

/ŀƭƛŦƻǊƴƛŀΩǎ ŀōƛƭƛǘȅ ǘƻ ǊŜŎƻǾŜǊ ŜŎƻƴƻƳƛŎŀƭƭȅΦ  

According to the California Budget Project, the 

2010 budget was projected to raise $11.3 billion 

by: 

¶ Increasing the state sales tax by one 

percentage point (a $4.5 billion tax hike); 

¶ Increasing the state personal income tax by 

one quarter percentage point (a $3.7 billion 

take hike); 

¶ Increasing the vehicle license fee from 0.65 

percent to 1.15 percent (a $1.7 billion tax 

hike); and,  

¶ Reducing certain personal income tax credits (a $1.4 billion tax hike). 

 

The San Francisco Chronicle succinctly points out the negative impact that these tax hikes will have: 

Californians will pay more to shop, to drive their cars and simply to live in the Golden State 

under a new budget to be signed by Gov. Arnold Schwarzenegger today that raises $12.8 billion 

in new taxes.vi 

California provides clear evidence that raising taxes is counter-productive when the objective is to 

ōŀƭŀƴŎŜ ŀ ōǳŘƎŜǘΦ  /ŀƭƛŦƻǊƴƛŀΩǎ [ŜƎƛǎƭŀǘƛǾŜ !ƴŀƭȅǎǘΩǎ hŦŦƛŎŜ ƛǎ ŀƭǊŜŀŘȅ ǇǊƻƧŜŎǘƛƴƎ ǘƘŀǘ ŜǾŜƴ ŀŦǘŜǊ ǘƘŜ ǘŀȄ 

increases, revenue will not meet the projections: 

General Fund taxes have been somewhat softer than expected. Based on our analysis of current 

and expected economic and revenue trends, we expect that General Fund revenues and 

ǘǊŀƴǎŦŜǊǎ ǿƛƭƭ ōŜΧϷууΦм ōƛƭƭƛƻƴ ƛƴ нллфς10 ($1.5 billion less than budgeted).vii 

The projection should reinforce the resolve of lawmakers in Texas to balance the state budget without 

raising taxes.  /ŀƭƛŦƻǊƴƛŀΩǎ ŦŀƛƭǳǊŜ ŎƻƴǘǊŀǎǘǎ sharply with the budget that was signed into law in 2010 by 

New Jersey Governor Chris Christie (R).  The Economist ǎǳƳƳŀǊƛȊŜǎ DƻǾΦ /ƘǊƛǎǘƛŜΩǎ ŀŎƘƛŜǾŜƳŜƴǘΥ 

State spending jumped nearly 50% from 2002 to 2008. Local spending has risen 69% since 2001. 

AccordiƴƎ ǘƻ !ƳŜǊƛŎŀƴǎ ŦƻǊ ¢ŀȄ wŜŦƻǊƳΣ ŀ ŎƻƴǎŜǊǾŀǘƛǾŜ ƎǊƻǳǇΣ aǊΦ /ƘǊƛǎǘƛŜΩǎ ōǳŘƎŜǘ ǊŜƭƛŜǎ ƻƴ 

рр҈ ƭŜǎǎ ǎǘƛƳǳƭǳǎ ǎǇŜƴŘƛƴƎ ǘƘŀƴ ǘƘƛǎ ȅŜŀǊΩǎΦ  

After months of political wrestling with the Democrat-controlled legislature, Mr. Christie has 

emerged with a budget very clƻǎŜ ǘƻ ǘƘŜ ƻƴŜ ƘŜ ǇǊƻǇƻǎŜŘ ƛƴ aŀǊŎƘΧ ǘƘŜ Ŏǳǘǎ ŀǊŜ ŘŜŜǇτ$820m 

from school aid and nearly half a billion from aid to cities.viii 

Spending in New Jersey is depicted in the chart on the following pageΦ  DƻǾΦ /ƘǊƛǎǘƛŜΩǎ нлмм ōǳŘƎŜǘ ƛǎ 

represented by the right-most bar.  It is worth noting that from the spending high achieved in 2008, the 

most recent New Jersey budget cut spending back to 2006 levels: if Texas can do the same in 2011, the 
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Legislature will comfortably balance the state budget.  bŜǿ WŜǊǎŜȅΩǎ ōǳŘƎŜǘ ƛǎ impressive.  According to 

the Office of Management and Budget, some of the key features of the 2011 budget includeix: 

Education 

¶ Lowering general fund aid to school districts. 

¶ Lowering school lunch assistance and school breakfast assistance spending. 

¶ Reduced appropriations to community colleges. 

¶ Reduced appropriations to the Educational Opportunity Fund Program. 

 

Health and Human Services 

 

¶ Reduced appropriations to the 

Department of Human Services. 

¶ 9ƭƛƳƛƴŀǘƛƻƴ ƻŦ ǾŀǊƛƻǳǎ άŎŀǊǾŜ-ƻǳǘǎέ ƛƴ 

the way government services are 

provided to needy populations, such as 

those with chronic diseases. 

¶ Reduced appropriations to the 

Department of Children and Families. 

¶ Reduced appropriations to AIDS drug 

distribution programs. 

 

Welfare Programs 

¶ Elimination of cash assistance to able-ōƻŘƛŜŘ ǎƛƴƎƭŜǎ ŀƴŘ ŎƘƛƭŘƭŜǎǎ ŎƻǳǇƭŜǎ ƛƴ ŦŀǾƻǊ ƻŦ άŜƳǇƭƻȅƳŜƴǘ 

ŀǎǎƛǎǘŀƴŎŜέ ǎǳǇǇƻǊǘΦ 

¶ Reducing the State Rental Assistance Program appropriations (which supplement federal Section 8 

housing assistance).  

 

bŜǿ WŜǊǎŜȅΩǎ ōǳŘƎŜǘŀǊȅ ŀŎƘƛŜǾŜƳŜƴǘǎ ǎƘƻǳƭŘ ǎŜǊǾŜ as inspiration for conservatives in Texas: the success 

of the 2004-05 budget can be repeated and the political climate for shrinking the size of the public 

sector and reforming government has never been stronger.   
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2. How to Get There From Here: A Blueprint for a Balanced Budget 

Overview 

¢ƘŜ /ƻƳǇǘǊƻƭƭŜǊΩǎ ǇǊƻƧŜŎǘƛƻƴ ƛƴ the Biennial Revenue Estimate that the state will have $72.2 billion in 

General Revenue funds during the 2012-13 biennium means that legislators will have to reduce and 

reform the state budget in order to avoid raising taxes while keeping the state on a sound fiscal footing. 

Balancing the budget without raising taxes is a task that requires tough decisions to be made.  In making 

these decisions, there are several guiding principles that will help ensure that the state can continue to 

meet its obligations to schoolchildren, the medically uninsured, and the indigent, as well as other groups 

who are dependent on the assistance of their fellow Texans.   This report urges legislators to make two 

fundamental choices: 1). Choose classroom instruction over educational bureaucracy; 2). Choose 

ǎƻƭǾŜƴŎȅ ƻŦ ¢ŜȄŀǎΩ ǇǊƛƳŀǊȅ ǎƻŎƛŀƭ ǎŀŦŜǘȅ ƴŜǘ ς Medicaid ς by making changes  to human service spending 

wherever permitted by federal law, and to continue to press for program flexibility.  The human services 

status quo confronts every state with impending bankruptcy: the status quo cannot stand.   

Reducing bureaucracy is the starting-point for the TCCRI ά.lueprint for a Balanced Budgetέ.  Reducing 

bureaucracy helps the state meet its budget shortfall without negatively impacting its core 

constitutional responsibilities such as providing public education, building and maintaining a system of 

transportation, and maintaining law enforcement and justice.  For instance, this report recommends 

stripping away layers of bureaucracy in the public education system in order to help balance the state 

budget.  These changes can be achieved without impacting classroom instruction or cutting teacher 

salaries.   

While the state undoubtedly requires a large 

number of employees to administer even its core 

functions, keeping this number as low and efficient 

as possible is paramount.  Every state employee 

entails an additional fiscal burden for state 

taxpayers given the generous salary, longevity pay, 

retirement benefits, health and life insurance, and 

overtime pay to which almost every state employee 

is entitled.  It is these costs that grow without regard 

to the level or quality of service provided to Texans 

which must be curtailed both in order to balance the 

budget without raising taxes, and to keep the state 

fiscally sound for years to come. 

All of this is not to say that no programs or services 

will be untouched: there has been a massive and 

unsustainable expansion of the role of the state 

government over recent decades.  Many programs 

and agencies, such as county courthouse 

preservation and the Commission on the Arts may 

serve a useful purpose but can no longer be justified 
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because they are not core responsibilities of the state.  No matter how well-intentioned a program is, 

the state must live within its means by focusing on its constitutional responsibilities.  Educating 

children and providing health care to those who cannot provide it to themselves must be prioritized 

over preserving historic courthouses or subsidizing the arts.   

From a practical perspective, the federal Patient Protection and Affordable Care Act of 2010 (PPACA) 

prohibits the state from making any meaningful reductions to the majority of Article II spending 

(pŀǊǘƛŎǳƭŀǊƭȅ aŜŘƛŎŀƛŘ ŀƴŘ ǘƘŜ /ƘƛƭŘǊŜƴΩǎ IŜŀƭǘƘ LƴǎǳǊŀƴŎŜ tǊƻƎǊŀƳύΣ ƳŜŀƴƛƴƎ ǘƘŀǘ ƭŜƎƛǎƭŀǘƻǊǎ ǿƛƭƭ ƘŀǾŜ 

to look primarily to Article III to make the necessary reductions in state general revenue spending.  

Under Article III, hundreds of millions of dollars are directed to programs that do not directly contribute 

to classroom instruction, while the higher education system currently benefits from a wide range of 

grant programs that must be reduced. 

If the state had more flexibility to reduce Article II spending, the reductions to Article III would not need 

to be so severe.  Indeed, Texans can thank President Obama and the  Congress led by former House 

Speaker Nancy Pelosi for the passage of PPACA, which is directly responsible for the massive 

reductions that are required in other areas of the budget, and particularly public and higher 

education.   However, as the chart on the preceding page shows, Article III accounts for almost 61 

percent of the entire general revenue budget, or almost $50 billion over the 2010-11 biennium.  

Therefore, even if Article II spending could be meaningfully reduced, Article III would still have to bear 

significant reductions, since it accounts for such a large proportion of the state general revenue budget. 

What follows is an overview of the blueprint for a balanced budget.  Please note that the blueprint is 

merely intended to make the case that the state budget can be balanced without raising taxes and that it 

seeks only to reduce non-dedicated General Revenue expenditures.  Dedicated General Revenue 

Accounts are not generally affected by the reductions discussed in this document, with the notable 

exception of the Texas Enterprise Fund.  The TCCRI State Budget Task Force presents these reductions 

and reforms as part of a range options for legislators as they seek to balance the state budget.   

The options presented in this document are neither all-inclusive nor exhaustive but are simply 

intended to illustrate that the 2012-13 general revenue budget can be balanced without 

raising taxes.  This report is just a starting point: the Task Force expects that the Senate 

Finance Committee and the House Appropriations Committee will advance many revenue 

saving options that are not contemplated by this report in pursuit of the goal of balancing the 

budget without raising taxes. 

The Task Force will continue to update the savings generated by each of the recommendations 

throughout the legislative session so that legislators have access to the most current information.  Some 

of the recommendations contained in the blueprint do not yet have final estimates; the Task Force will 

provide these numbers as soon as they are available.    

 

Note: Every effort has been made to ensure that the estimates presented in this document reflect general revenue 

savings over the 2012-13 biennium.  However, each figure is merely an estimate; the Legislative Budget Board 

should be consulted for an official projection of the fiscal impact of any policy proposal or item of legislation. 
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Blueprint for a Balanced Budget: A Starting Point 

General State Workforce  Reductions  $3.157 billion 

Alternatives explored or implemented in other states: 

State Agency Hiring Freeze   $0.496 billion 

State Employee Reductions   $0.400 billion 

End State Longevity Pay    $0.323 billion 

10 Percent State Employee Pay Cut  $0.865 billion 

2-Day per month State Employee Furlough $0.856 billion 

Other      $0.217 billion 

 

Article I ς General Government   $0.462 billion 

Employee Retirement System Cuts  $0.153 billion 

Texas Enterprise Fund    $0.210 billion2 

Film and Music Marketing   $0.066 billion 

Other      $0.033 billion 

 

Article II ς Health & Human Services  $1.271 billion 

Deferrals     $0.547 billion 

Managed Care Expansion   $0.601 billion 

Other      $0.122 billion 

 

Article III - Education    $12.682 billion 

Deferrals     $1.200 billion 

Non-Renewal of Stimulus Funding  $2.642 billion 

Non-Teaching Reductions   $3.250 billion 

Public Education Productivity Improvements $4.000 billion 

Higher Education Administration  $0.266 billion 

Higher Education Grant Programs  $0.386 billion 

Other      $0.938 billion 

 

Other Cuts (Articles VI, VII, & VIII)  $0.287 billion 

TOTAL 2012-13 GENERAL REVENUE CUTS $17.859 billion 

Policy Reforms     $3.500 billion3 

TOTAL GENERAL REVENUE REDUCTIONS $21.359 billion 

Note: Totals may not sum due to rounding. 

                                         
2
 This cut would require sweeping the balance of the GR-Dedicated Texas Enterprise Account into the General Revenue 

Account.  
3
 Pending revenue estimate by Legislative Budget Board. 
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A Blueprint for a Balanced Budget 

Cutting State Bureaucracy4 

The best approach to reforming government is to reduce general revenue appropriations to all agencies 

of government to achieve a $2 - $3 billion savings through staff reductions and other personnel changes.  

These changes should be determined by agency management to provide each agency with the 

maximum flexibility to meet its core goals and objectives.  It is important to trust state agency leaders to 

do this job.  In addition, reducing the overall workforce will also maximize immediate savings to balance 

the budget, while also relieving stress on the Employee Retirement System.  In the long-term, legislators 

should consider enacting a meaningful cap on the number of state employees that is based on the 

ƎǊƻǿǘƘ ƻŦ ǘƘŜ ǎǘŀǘŜΩǎ ǇƻǇǳƭŀǘƛƻƴΦ  ¦ƭǘƛƳŀǘŜƭȅΣ ǘƘŜ ƴǳƳōŜǊ ƻŦ ǇŜƻǇƭŜ ŜƳǇƭƻȅŜŘ ōȅ ǘƘŜ ǎǘŀǘŜ ǎƘƻǳƭŘ ƴƻǘ 

grow faster than the population of the state, and state employment should be impacted by 

technological changes. 

Some of the proposals noted below, such as pay reductions, have been proposed and implemented in 

other states, such as California, and provide alternative approaches, or supplements, to FTE reductions.   

(0.1) A Ten Percent Pay Cut for All State Employees  GR Saving: $0.865 billion 

Cutting all state employees' salaries, including higher education employees' salaries, by ten percent 

ensures that the state budget can be balanced without ending essential services provided to the 

neediest Texans.  As outlined in the introduction to this report, the growth of the public sector in Texas 

is a driving force behind the current budget shortfall.  One of the most effective ways to begin 

addressing the shortfall is to reduce compensation paid to state employees.   

 

The $0.865 billion saving figure associated with this reduction is illustrative of the impact that a state 

employee pay reduction could have on the state general revenue budget.  In practice, it would likely be 

ƴŜŎŜǎǎŀǊȅ ǘƻ ŜȄŜƳǇǘ ǎƻƳŜ ƻŦ ǘƘŜ ǎǘŀǘŜΩǎ ƭƻǿŜǊ-income employees from such a reduction so that they do 

not become reliant on state programs such as Medicaid or CHIP that would end up costing the state 

revenue.   

 

(0.2) A State Agency Hiring Freeze     GR Saving: $0.496 billion  

As noted earlier in this report, Texas has more full time equivalent state employee positions per capita 

than several other large states, including California, Florida, and Illinois.  While Texas is significantly 

lower than the national average in terms of full time state employee positions, the state spends nearly 

15 percent of its overall state budget on salaries and wages, ranking 22nd in the nation and above 

several traditionally "blue" states, including California, New York, Massachusetts, Illinois, and 

Pennsylvania .  

Initiating a state agency hiring freeze during the 2012-13 biennium will address these discrepancies 

while helping to balance the state budget.  This measure will allow state agencies to keep all current 

                                         
4
 Except where otherwise noted, the savings estimates in this section were provided by the Office of the Comptroller of Public 

Accounts.  Recommendations outlined are those of the TCCRI State Budget Task Force alone. 
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employees but, through attrition, these state agencies will gradually decrease in size and increase in 

efficiency. By requiring all state agencies to fulfill their mission with fewer employees, we ensure that 

our state employees are providing the same value as the rest of the nation.  It is important to exclude 

the Department of Criminal Justice and the Department of Public Safety from a hiring freeze, since these 

agencies have a direct impact on the safety of the public, which is a core constitutional responsibility. 

 

 (0.3) End Longevity Pay for All State Employees   GR Saving: $0.323 billion 

Full-time state employees are eligible to receive an additional $20 per month for every two years of 

lifetime service credit up to 42 years.  This is effectively a non-merit based bonus which costs state 

taxpayers more than $323 million each biennium, and continues to grow without regard to need or 

achievement.  Eliminating all longevity pay should be considered in any event given that salary 

enhancements should never be based on the length of service. 

 

(0.4) A State Agency Overtime Freeze    GR Saving: $0.046 billion  

An overtime freeze would underscore the point that the state must live within its means as a result of 

the budget shortfall.  Agencies should complete their core mission without resorting to overtime, where 

possible, although it would likely be necessary to exempt the Texas Department of Criminal Justice and 

the Texas Department of Public Safety because the services they provide directly affect the protection of 

the public and enforcement of the law, which is a core responsibility of government.   

 

 

(0.5) Initiate a Two-Day per Month State Employee Furlough GR Saving: $0.856 billion 

While the value of this reduction would be impacted by the other cuts to state employee pay and 

benefits recommended in this document, a two-day per month furlough could provide additional 

savings to the state by reducing employee pay by around five percent and overall payroll costs by almost 

ten percent. 

 

(0.6) Offer State Employees Early Retirement   GR Saving: $0.021 billion5 

According to the Office of the Comptroller, the last time Texas faced a major budget deficit, legislators 

passed a temporary provision that offered state employees over 55 years of age a lump sum retirement 

incentive package equal to 25 percent of the employee's total regular salary. A total of 13,447 

employees took advantage of this option. 

 

Investigating a similar early retirement option for the 2012-13 biennium is necessary given the state's 

budget shortfall.  Taking advantage of an opportunity to cheaply and permanently reduce the state's 

workforce on a voluntary basis is something that should not be overlooked: the savings in the 2012-13 

                                         
5
 ¢Ƙƛǎ ǎŀǾƛƴƎǎ ŜǎǘƛƳŀǘŜ ƛǎ ōŀǎŜŘ ƻƴ ǘƘŜ [ŜƎƛǎƭŀǘƛǾŜ .ǳŘƎŜǘ .ƻŀǊŘΩǎ CƛǎŎŀƭ bƻǘŜ ŦƻǊ IƻǳǎŜ .ƛƭƭ онлу όтуwύΣ ǿƘƛŎƘ ŎƻƴǘŀƛƴŜŘ ŀ 

similar proposal related to early retirement for state employees. 
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biennium -- $21 million -- are just a starting point since the state would continue to save money into the 

future. 

 

 

(0.7) Improve State Procurement Practices   GR Saving: $0.150 billion 

 

.ŀǎŜŘ ƻƴ ǘƘŜ /ƻƳǇǘǊƻƭƭŜǊΩǎ ŀƴŀƭȅǎƛǎΣ ǘƘŜ ǎǘŀǘŜ Ŏŀƴ ƛƳǇǊƻǾŜ ƛǘǎ ǇǊƻŎǳǊŜƳŜƴǘ ǇǊŀŎǘƛŎŜǎ ǘƻ ŀŎƘƛŜǾŜ ōŜǘǘŜǊ 

results for recipients of state services and at a lower cost to taxpayers.  Centralizing certain aspects of 

ǘƘŜ ǇǊƻŎǳǊŜƳŜƴǘ ǇǊƻŎŜǎǎ ƛƴ ǘƘŜ /ƻƳǇǘǊƻƭƭŜǊΩǎ hŦŦƛŎŜ ǿƻǳƭŘ ŘŜƭƛǾŜǊ ǎŀǾƛƴƎǎ ǘƘǊƻǳƎƘ ōŜǘǘŜǊ ƭŜǾŜǊŀƎŜ ƻŦ 

ǘƘŜ ǎǘŀǘŜΩǎ ǇǳǊŎƘŀǎƛƴƎ ǇƻǿŜǊΣ ǿƘƛƭŜ ǎǘŀƴŘŀǊŘƛȊƛƴƎ ǇǊƻŎǳǊŜƳŜƴǘ ǇǊƻŎŜŘǳǊŜǎ ŀŎǊƻǎǎ ŀƭƭ ŀƎŜƴŎƛŜǎ ǿƛƭƭ ƘŜƭǇ 

ensure that best practices are followed and that optimal outcomes are achieved for state taxpayers. 

 

(0.8) Cut Selected Objects of Expense by 30 percent   Awaiting GR Saving 

The Legislative Budget Board categorizes all state spending by "object of expense" codes, derived from 

the primary function on which the state revenue is expended.  These "objects of expense" cut across all 

agencies, ranging from "salaries and wages" and "utilities", to "consumable supplies" and "travel". 

 

Eliminating spending at all agencies on objects of expense such as travel, periodicals, subscriptions, 

plants, fabrics and linens, consumable supplies, and consulting for the 2012-13 biennium would help 

balance the budget without raising taxes, and without undermining the core functions of state agencies.   

 

Total GR Savings from Cutting State Bureaucracy and Improving Efficiency : $3.157 billion  

 

{ŜŜΥ άaŀƴŀƎƛƴƎ ǘƘŜ /Ǌƛǎƛǎ ƛƴ tǳōƭƛŎ tŜƴǎƛƻƴǎέΣ aŜǊŎŀǘǳǎ /ŜƴǘŜǊΣ DŜƻǊƎŜ aŀǎƻƴ ¦ƴƛǾŜǊǎƛǘȅΣ {ŜǇǘŜƳōŜǊ нпΣ 

нлмлΤ άwŜŎŜǎǎƛƻƴ /ƻƳǇŜƴǎŀǘƛƻƴέΣ aŜǊŎŀǘǳǎ /ŜƴǘŜǊΣ DŜƻǊƎŜ aŀǎƻƴ ¦ƴƛǾŜǊǎƛǘȅΣ aŀȅ мтΣ нл10. 
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Article I: General Government6 

 (1.1) ERS HealthSelect and Retirement Plan Reforms:  GR Saving $0.153 billion7 

A range of cost-sharing measures are recommended for the health and retirement benefits offered to 

state employees through the Employees Retirement System (ERS).  These reforms, which are estimated 

to save $153 million in GR over the course of biennium, are detailed specifically below: 

 (1.1.a)  Reduce State Subsidy to Dependent Health Coverage  

  GR Saving: $0.108 billion 

  Currently, the state covers 50 percent of each state employee's dependants'  

  health insurance premiums.  By lowering the state's subsidy to 40 percent, the  

  state saves over $100 million without cutting any employee's direct benefits. 

 (1.1.b)  Increase ERS HealthSelect Primary Care and Specialist Copays 

  GR Saving: $0.018 billion 

  Effective 2010, ERS HealthSelect increased the  primary care copay from $20 to  

  $25. The specialist copay was raised from $30 to $40. By increasing these copays 

  by another $5 and $10 respectively, the state would save an estimated $18  

  million in general revenue over the biennium. 

 

(1.1.c)  Increase ERS HealthSelect Annual Out of Pocket Maximums by 20% 

  GR Saving: $0.015 billion 

  Also effective 2010, ERS HealthSelect increased the annual employee out of  

  pocket maximum from $1,000 to $2,000.  By increasing the maximum by  

  another 20 percent to $2,400, the state would save $15 million in general  

  revenue and general revenue dedicated funds over the course of the biennium. 

 

(1.1.d)   Discontinue State Contribution to Employee Life Insurance 

  GR Saving: $0.012 billion 

  Life insurance for state employees is a gratuitous benefit that the state cannot  

  continue to subsidize during a budget shortfall when some services and   

  programs are being cut. By discontinuing this subsidization, the state would save 

  money  and employees would be required to contribute only $2.20 per month  

  to continue their life insurance policy. 

 

(1.1.e)  Increase the Employee Contribution to ERS Retirement Plans 

  Awaiting GR Saving 

Currently, employees only contribute 6.5 percent to their retirement benefits.  

By increasing this contribution to 7 percent (a 7.7 percent increase), the state 

could save money while maintaining the generous retirement benefits offered 

                                         
6
 Except where otherwise noted, the savings estimates in this section were derived from agency legislative appropriations 

requests for the 2012-13 biennium. 
7
 All estimates under item 1.1 were provided by the Employees Retirement System. 
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to state employees.  However, a 7 percent state employee contribution rate 

would give Texas one of the highest employee contribution rates in the nation. 

 

(1.1.f)  Create A $50 Deductible in the ERS HealthSelect Plan  

  Awaiting GR Saving 

  The ERS HealthSelect Plan currently has no annual deductible.  Establishing a  

  $50 annual deductible places a minimal burden on state employees while  

  reducing the state's costs. 

 

(1.2) Abolish the State Kids Insurance Program (SKIP)  GR Saving $0.012 billion 

The Legislative Budget Board reports that:  

 

During fiscal year 2009, there were monthly averages of 6,116 employees enrolled in SKIP, 

and 10,828 children covered by the program... employees who meet certain income-eligibility 

guidelines pay a reduced cost for dependent-child coverage (either $15 per month or $25 per 

month) depending on income. 

 

Given the already generous health plan and benefits given to state employees, there is no need to 

continue paying almost 100 percent of state employeeǎΩ children's insurance premiums, particularly 

when the SKIP program provides subsidized coverage to the families of state employees that exceeds 

the coverage provided by the CHIP program to the general population.  This is a double standard that 

the state can no longer afford. 

 

(1.3) Suspend GR to the Texas Commission on the Arts  GR Saving $0.001 billion 

The Commission's main purpose is to distribute grant money to artists in the state to spur private 

donations.  It currently has 18 full time employees and personnel expenditures reaching $1 million. The 

dedicated GR from the Arts Operating Account is $8.8 million. In this budget cycle, this Commission 

should be able to fulfill its mission with the fees they collect despite the reduction in general revenue 

funding. 

 

(1.4) End GR Funding for Historic Courthouse Preservation GR Saving: $0.002 billion 

According to the Legislative Budget Board: 

 

After the National Trust for Historic Preservation added ¢ŜȄŀǎ ŎƻǳǊǘƘƻǳǎŜǎ ǘƻ ƛǘǎ ƭƛǎǘ ƻŦ !ƳŜǊƛŎŀΩǎ 

11 Most Endangered Historic Places in 1998, the Historic Courthouse Preservation Program was 

established in 1999. Through this program, the Texas Historical Commission provides matching 

grants of up to $6 million to counties statewide for the preservation of their courthouses.  Since 

the program was initiated, $204.5 million has been awarded to assist with the restoration and 

preservation of 70 courthouses, including 52 full restorations.   
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The majority of this program's funding last cycle came from outstanding bonds roughly equaling $20 

million.  State general revenue funds basic administration of previously funded and ongoing projects. 

Moving forward, counties must take responsibility for the administration of this program. The state's 

taxpayers cannot afford to continue to fund this program through general revenue at a time when many 

programs and services are being reduced.  Furthermore, preservation of local courthouses is not a core 

state responsibility. 

 

(1.5) End GR Funding for Regional Grant Assistance  GR Saving: $0.005 billion 

 

The Legislative Budget Board describes the regional grant assistance programs under the purview of the 

Office of the Governor as follows: 

These grants provide funding for state planning assistance for the purposes of coordinating 

regional plans and programs with local governments, leveraging federal funding assistance, and 

assisting local governments. Eligibility requirements and the funding formula for regional grants 

are set forth in the Local Government Code and are primarily population-driven. 

These grants were intended to help local governments.  The result, however, is that the state exerts 

even more control over local issues that are best handled by local officials.  This expenditure can no 

longer be justified: eliminating this program will allow the state to save money and local governments to 

re-exert their authority over local issues. 

 

(1.6) End GR Appropriation for State-Federal Relations  GR Saving: $0.002 billion 

The Office of the Governor currently receives an appropriation for state-federal relations.  This function 

ǎƘƻǳƭŘ ōŜ ǇŜǊŦƻǊƳŜŘ ǿƛǘƘƛƴ ǘƘŜ ƻǘƘŜǊ ǊŜǎƻǳǊŎŜǎ ƻŦ ǘƘŜ DƻǾŜǊƴƻǊΩǎ hŦŦƛŎŜΦ  ¢ƘŜ DƻǾŜǊƴƻǊ ƛǎ ǘƘŜ ŎƘƛŜŦ 

ŜȄŜŎǳǘƛǾŜ ƻŦŦƛŎŜǊ ƻŦ ǘƘŜ ǎǘŀǘŜ ŀƴŘ ǘƘŜ DƻǾŜǊƴƻǊΩǎ ƻŦŦƛŎŜ ǎƘƻǳƭŘ ǘƘŜǊŜŦƻǊŜ ōŜ ŀōƭŜ ǘƻ ƘŀƴŘƭŜ ǊŜƭŀǘƛƻƴǎ ǿƛǘƘ 

the federal government without an additional appropriation in the budget. 

 

(1.7) Reduce Appropriations to the Emerging Technology Fund GR Saving: $0.012 billion 

While the goals of the Emerging Technology Fund are laudable, appropriations to the program should be 

halved for the duration of the 2012-13 biennium in order to help the state meet its core obligations in 

public education, and push toward solvency of Medicaid pending changes in federal law.  Positioning the 

state to be an economically-competitive center for emerging industries and technologies is a long-term 

goal on which the state can continue to focus in the future if more revenue is available through 

favorable tax and regulatory policies. 

 

{ŜŜΥ άAn Analysis of Texas Economic Development Incentives 2010έΣ hŦŦƛŎŜ ƻŦ ǘƘŜ Comptroller of Public 

Accounts 
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(1.8) Suspend Appropriations to the Texas Enterprise Fund GR Saving: $0.210 billion8 

Similar to the Emerging Technology Fund, the Texas Enterprise Fund has played a role attracting 

business and jobs to the state.  However, during a severe budget shortfall, the state must continue to 

focus on its core responsibilities.  The $210 million that would be saved comes from the GR-Dedicated 

Texas Enterprise Fund Account.  This money would need to be transferred to the General Revenue 

Account in order to help balance the state budget. 

 

{ŜŜΥ άAn Analysis of Texas Economic Development Incentives 2010έΣ hŦŦƛŎŜ ƻŦ ǘƘe Comptroller of Public 

Accounts. 

 

(1.9) End GR Funding for Film and Music Marketing  GR Saving: $0.066 billion 

Although state-funded film and music marketing provide a short-term economic boost, continuing to 

fund these programs during a budget shortfall is a luxury that cannot be afforded during the 2012-13 

biennium, especially since the economic benefit is miniscule compared to the size of the Texas 

economy.  Texas already has a booming music and film industry because of the state's unique 

geographic qualities, history, and culture.  Combined with Texas' competitive tax structure, these factors 

are more than sufficient to continue to attract filmmakers and musicians to the state without a state 

subsidy. 

{ŜŜΥ άAn Analysis of Texas Economic Development Incentives 2010έΣ hŦŦƛŎŜ ƻŦ ǘƘŜ /ƻƳǇǘǊƻƭƭŜǊ ƻŦ tǳōƭƛŎ 

Accounts. 

 

Total Biennial GR Savings from Article I Reductions: $0.462 billion 

 

                                         
8
 This cut would require sweeping the balance of the GR-Dedicated Texas Enterprise Account into the General Revenue 

Account.  It is the only time dedicated funds are used to help balance the budget in this report. 
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Article II: Health and Human Services9 

As noted earlier in this report, the federal healthcare reform legislation enacted in 2010 (the Patient 

Protection and Affordable Care Act, or PPACA) prevents states from making eligibility changes to 

programs such as Medicaid and CHIP.  The short-sightedness of the authors and advocates of 

άObamacareέ severely limits the ability of state budget-writers to reduce Article II spending, which is 

why the reductions listed in this section are considerably lower than reductions outlined in Article III ς 

Education.   

(2.1) Defer Payments      GR Saving: $0.547 billion 

In 2003, various Health and Human Services programs were asked to defer certain payments to their 

contractors for 30 days, thus pushing the payments into the subsequent biennium. This budget cycle, 

the state can save $541 million by asking the Health and Human Services Commission to defer all similar 

payments until the 2014-15 biennium.   

 

According to HHSC, these savings would be accrued as follows: 

 

¶ $117 million from delaying payments for Medicaid HMO services; 

¶ $72 million from deferring payments to nursing facility service providers; 

¶ $5.5 million from delaying payments to community centers that serve persons with mental 

retardation; 

¶ $84 million from deferring acute services payments to pharmacists*; 

¶ $268 million from delaying payments to the HHSC claims administrator* , who in turn reimburses 

hospitals, physicians, and other medical providers. 

*According to HHSC, these services are paid for weekly; TCCRI staff arrived at an estimated monthly figure by 

ƳǳƭǘƛǇƭȅƛƴƎ II{/Ωǎ ǿŜŜƪƭȅ ǇŀȅƳŜƴǘ ōȅ ŦƻǳǊΦ  We defer to HHSC and LBB for final estimates. 

 

(2.2) Expand Medicaid Managed Care    GR Saving: $0.601 billion 

The HHSC LAR for 2012-13 recommended several expansions of Medicaid Managed Care STAR+Plus, 

including into the South Texas counties that are currently exempted. The proposal also carved dental 

services into managed care and carved hospital costs into STAR+Plus managed care. Total GR savings 

total $600,600,000 for the biennium. 

 

These reforms are critical so that Texas can provide Medicaid services in the most efficient and cost-

effective way possible.  County and service-specific exemptions from managed care cannot be justified, 

particularly when the result is a higher cost to state taxpayers and lower-quality services to Medicaid 

recipients. 

 

                                         
9
 Except where otherwise noted, the savings estimates in this section were derived from agency legislative appropriations 

requests for the 2012-13 biennium or from information provided directly to TCCRI by the Health and Human Services 
Commission. 
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[Lƴ aŀǊŎƘ нллфΣ ¢//wL ǇǳōƭƛǎƘŜŘ ŀ ǊŜǎŜŀǊŎƘ ǇŀǇŜǊ ƻƴ aŜŘƛŎŀƛŘ aŀƴŀƎŜŘ /ŀǊŜ ŜƴǘƛǘƭŜŘ ά{¢!wҌtƭǳǎ 

aŜŘƛŎŀƛŘ aŀƴŀƎŜŘ /ŀǊŜΥ ¢ƘŜ .Ŝǎǘ hǇǘƛƻƴ ŦƻǊ ¢ŜȄŀǎΦέ  ¢Ƙƛǎ ǇŀǇŜǊ Ŏƻƴǘŀƛƴǎ ƳƻǊŜ background on managed 

care in the Texas Medicaid program and can be viewed online at: txccri.org/publications/starplus_medicaid.pdf ] 

 

(2.3) Reduce TANF Welfare to Work Exemptions   GR Saving: $0.010 billion10 

Currently, state law and rules promulgated by the Health and Human Services Commission exempt 

individuals from participation in Temporary Assistance for Needy Families (TANF) work activities that the 

federal Department of Health and Human Services mandates are required to be included in the 

calculation of state performance. Statutory changes related to work participation in TANF programs are 

necessary to ensure that everyone receiving TANF aid is deserving of taxpayer support. 

 

(2.4) Cut Selected Non-Federally Required Medicaid Programs  GR Saving: $0.067 billion 

The state operates and funds numerous health care and social programs that are not mandated by the 

federal government and do not fall under the auspices of the Medicaid program.  These programs 

include: the Kidney Health Care Program, Family Planning Services, Substance Abuse Prevention, 

Adoption Services, Foster Care Services, Abstinence Education, Mental Health Services, Texas Families 

Together and Safe, and HIV/STD Prevention.   

 

Cutting funding for these programs is one of the only ways that Texas can meaningfully reduce Article II 

spending because the federal government has prohibited significant changes to the Medicaid and CHIP 

programs.  Medicaid and CHIP eligibility levels and service cannot be reduced by state legislators per 

PPACA, which limits the state's ability to enact cost-saving measures (the expansion of Medicaid 

Managed Care aside).  As a result, cutting these non-federally mandated programs is one of the only 

cost-saving routes open to legislators in Article II. 

 

(2.5) Pay Hospitals According to the Medicaid Fee Schedule GR Saving: $0.046 billion 

Currently, hospitals are reportedly getting reimbursed by the state up to 200 percent of the current 

Medicaid rate.  By reducing this to the federal rate, HHSC estimates that the state could save $46.3 

million in general revenue over the biennium.  In a December 30, 2010 letter, HHSC Executive 

Commissioner Tom Suehs noted that: 

HHSC has already implemented limiting inpatient hospital reimbursement to related parties to 

no more than Medicaid.  By extending that to non-related parties, an estimated $119.3 million 

all funds ($46.3 million general revenue) is projected to be saved over the next biennium.x 

The Medicaid fee schedule exists to ensure that hospitals are reimbursed at a standard rate for each 

procedure and service; there is no defensible reason to pay more than this rate simply because hospitals 

are able to bill managed care organizations at rates higher than the fee schedule permits.   

                                         
10

 This general revenue fƛƎǳǊŜ ƛǎ ŘǊŀǿƴ ŦǊƻƳ ǘƘŜ [ŜƎƛǎƭŀǘƛǾŜ .ǳŘƎŜǘ .ƻŀǊŘΩǎ CƛǎŎŀƭ bƻǘŜ ŦƻǊ {ŜƴŀǘŜ .ƛƭƭ млфс όулwύΣ ōǳǘ ƛǎ ƴƻǘ 
reflective of an updated estimate by any state agency.  
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(2.6) Carve Nursing Services into Medicaid Managed Care  Awaiting GR Saving 

By carving certain nursing services into Medicaid Managed Care, the state can save additional funds by 

providing nursing services in a capitated environment, rather than through the fee-for-service model. 

 

Total Biennial GR Savings from Article II Reductions: $1.271 billion 
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Article III: Education 

Public Education11 

 (3.1) Delay Payments      GR Saving: $1.200 billion 

The Legislative Budget Board notes that in the 2004-05 biennium: 

The Legislature deferred one month of state aid payments to school districts, about $800 

million, delaying its delivery to the districts only by a few weeks but pushing costs into the 2006-

07 biennium.xi 

A similar approach should be pursued in the 2012-13 biennium in order to help balance the state budget 

without raising taxes.  Given the public education spending growth that has occurred since 2004-05, it is 

estimated that deferring school district payments again would save around $1.2 billion and that there 

would be only a negligible impact on the operation of school districts. 

(3.2) Do Not Renew Stimulus (ARRA) Funding   GR Saving: $2.624 billion12 

In the current (2010-11) biennium, school districts received funding via the state resulting from the 

federal American Recovery and Reinvestment Act of 2009 (ARRA).  Schools were told this money would 

not be provided in the next budget cycle.  In an October 2009 letter, Education Commissioner Robert 

Scott noted that: 

 

Local Education Agencies (LEAs) should construct a solid framework for the use of these one-

time funds by thinking both creatively and strategically to provide a strong pathway to 

educational success.xii [Emphasis added] 

 

Removing this funding is an imperative which should not directly impact the core services offered by 

school districts since the one-time nature of the funding was made clear at the outset in Article XII of the 

Appropriations Act for 2010-2011, and reinforced by TEA.  If school districts used one-time stimulus 

funds for recurring expenditures such as salaries, they did so in the full knowledge that these funds 

would not be available beyond the 2010-11 biennium. 

 

(3.3) Improve Public Education Productivity   GR Saving: $4.000 billion 

¢ƘŜ /ƻƳǇǘǊƻƭƭŜǊΩǎ ǊŜŎŜƴǘ report, άCƛƴŀƴŎƛŀƭ !ƭƭƻŎŀǘƛƻƴ {ǘǳŘȅ ŦƻǊ ¢ŜȄŀǎέ όC!{¢ύ, on productivity in the 

public education system ranked every school district in the state based on how productively they use 

ǘƘŜ ƳƻƴŜȅ ǘƘŀǘ ƛǎ ŀƭƭƻŎŀǘŜŘ ǘƻ ǘƘŜƳΦ  άtǊƻŘǳŎǘƛǾƛǘȅέ ƛǎ ǳǎŜŘ ŀǎ ŀ ƳŜŀǎǳǊŜ ƻŦ ŜŘǳŎŀǘƛƻƴŀƭ ƻǳǘŎƻƳŜǎ 

weighted against the amount of money that each district receives on a per student basis.  As a result of 

this report, legislators, school districts, and the general public have ready access to a wealth of data 

concerning the relative productivity of each school district in the state.   

 

                                         
11

 Except where otherwise noted, the savings estimates in this section were derived from agency legislative appropriations 

requests for the 2012-13 biennium or from information provided directly to TCCRI by the Texas Education Agency. 
12

 CSSB 1 (81R), the General Appropriations Act for the 2010-11 Biennium. 
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There is considerable scope to save general revenue by using the 200 top-ranked school districts as 

models for the operation of every school district in the state.  If these districts can produce strong 

academic outcomes at less cost than other districts, then all districts can improve performance while 

achieving significant financial savings.   

 

In concert with improving productivity, the state should allow school districts more flexibility to run their 

own operations by reducing and eliminating state mandates.  One of the most prominent and costly 

state mandates is the 22:1 student to teacher ratio in kindergarten through the fourth grade.  According 

to the Office of the Comptroller: 

 

aŀƴȅ ǎŎƘƻƻƭ ƻŦŦƛŎƛŀƭǎ ōŜƭƛŜǾŜ ǘƘŜ άннΥмέ ƭƛƳƛǘ ƛƴǘŜǊŦŜǊŜǎ ǿƛǘƘ ǘƘŜƛǊ ŀōƛƭƛǘȅ ǘƻ ǎǘŀŦŦ ŎŀƳǇǳǎŜs cost-

effectively, asserting that classes with up to 25 students can operate without any loss of 

instructional effectiveness. Some suggest that the 22:1 requirement be based upon average 

class size rather than applying to all classes, giving districts more flexibility to set class size, 

allocate resources and limit costs.xiii   

 

Basing the student-teacher ratio on average class size would permit classes of up to around 25 students 

and would save $558 million all funds per year.  Adjusted for state general revenue across a biennium, 

this reform would yield savings of around $580 billion in GR over the 2012-13 biennium.  Beyond the 

class size mandate, there are dozens of other mandates imposed on school districts; one need only 

glance at the Texas Association of {ŎƘƻƻƭ !ŘƳƛƴƛǎǘǊŀǘƻǊǎΩ hŎǘƻōŜǊ нлмл ǊŜǇƻǊǘ ƛƴǘƻ ǎŎƘƻƻƭ ŘƛǎǘǊƛŎǘ 

mandates to get an idea of the scale of the problem.  While many mandates may have merit, they also 

impose costs on school districts and limit the ability of schools to operate as productively as possible.  

Eliminating mandates both to save money and to give school districts more flexibility is therefore an 

imperative. 

See: Texas Comptroller of Public Accounts, "Financial Allocation Study for Texas," online at: 

http://www.fastexas.org/ 

 

(3.4) Reduce Non-Teaching Positions    GR Saving: $3.250 billion 

 

Teachers should be the core of the educational system, yet they currently account for barely half of all 

public school system employees.  The size and cost of administration and support functions ƛƴ ¢ŜȄŀǎΩ 

public education system should be reduced so that more resources can be directed to teachers.  The 

number of support and administrative staff in Texas' public education system has increased by more 

than 20 percent since 2004.  The number of students, however, has only increased by 7 percent over 

that same timeframe. 

 

As outlined in the first section of this report, Texas public schools currently have a 1:1 ratio of non-

teaching staff to teachers.  TEA figures show that in the 1970s, the teacher to non-teacher ratio was 

around 2 ½:1,13 and while comparisons between multiple decades can be problematic, there is at least 

                                         
13

 It should be noted, however, that TEA altered the methodology by which staff were counted beginning with the 
1975-76 school year, and again in 1987-88 with the advent of the Public Education Information Management 
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some evidence that a smaller number of non-teachers, relative to teachers is not only possible, but 

should be expected of our public school districts. 

 

Reducing non-teaching staff to a point where the teacher to non-teacher ratio is approximately 3:2, 

would not affect classroom instruction, while the state would save $3.25 billion in general revenue funds 

over the biennium.  In the aggregate, this reform would require school districts to eliminate 

approximately 80,000 non-teaching staff in total, including coaches, librarians, counselors, nurses and 

educational aides, as well as campus and central administrators.   

 

Because the state should not mandate precisely how school districts should effect these reductions, the 

TCCRI State Budget Task Force recommends that the state budget should simply reduce appropriations 

to each school district proportionately and allow the individual districts to determine which employee 

positions should be eliminated.  School districts should be encouraged to focus on productivity and 

student achievement so that classroom instruction and educational attainment are not negatively 

impacted by any of the reductions enacted.  It is the intent of the Task Force that only non-teachers 

should be relieved as a result of this recommendation. 

 

  (3.5) Possible Supplement to (3.4): 

  One Month Furlough for Non-Teaching Personnel GR Saving: $0.438 billion 

  Mandating a one-month furlough over the biennium for all non-teaching personnel in  
  the public education system could be enacted either as an alternative to #3.3 and #3.4 or 
  else as a supplement to either of those approaches.   

The furlough option would cut all non-teaching employees' work schedules and salary by 
one month out of each calendar year in the biennium.  It should be noted that GR 
savings would be lower if enacted in concert with (3.3) because the furlough would only 
apply to the remaining non-teaching positions. 
 
 

 
(3.6) Reduce Public Education System Oversight & Support GR Saving: $0.561 billion 

The Texas Education Agency (TEA) currently receives funding for an enormous number of centralized 
programs that, while aimed at improving the public education system, do not directly impact classroom 
instruction. 
 
Reducing the general revenue funding for each of these programs by either 50 or 100 percent is 
recommended: Statewide Educational Programs (A.2.1) by 100 percent, School Improvement and 
Support (A.2.4) by 100 percent, Adult Education and Family Literacy (A.2.5) by 50 percent, Health and 
Safety (B.2.2) by 100 percent, Improving Educator Quality (B.3.1) by 50 percent, Agency Operations 
(B.3.2) by 50 percent, State Board for Educator Certification (B.3.3) by 50 percent , Central 
Administration (B.3.4) by 50 percent, and Information Systems (B.3.5) by 50 percent.  

                                                                                                                                   
System (PEIMS).  These changes may impact comparisons between the current personnel numbers and those 
numbers that are available before 1987-88 and 1975-76.  However, all numbers referred to in this report are 
official TEA statistics and represent the best available data. 
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No formula funding to school districts would be affected by these reductions, which would simply 
impact the programs administered by TEA. 
 

(3.7) Reduce the Pre-Kindergarten Grant Program    GR Saving: $0.209 billion  

Currently, Pre-K programs are funded from General Revenue distributed through the Foundation School 
Program (FSP).   State-funded pre-K program have a role to play in preparing children from school 
readiness as they enter the system of public education.  Some pre-K programs, such as the School 
Readiness Certification System, have proven to be highly effective and have demonstrable results.   
 However, the history of the full-day program reveals a track record of mixed results. In a review of the 
TEA Pre-K Early Start eligibility tables, more than 60 percent of the school districts that received full-day 
prekindergarten grants had third graders who scored substantially below the statewide average on their 
math and reading tests. Furthermore, academic gains from Pre-K tend to diminish by the 3rd grade.   
Despite spending almost $1 billion dollars on full-day prekindergarten over the last decade, these results 
demonstrate that the program has not generally delivered on the promise of better educational 
attainment for many children.  As a consequence, in light of the budget shortfall, pre-K programs should 
be considered for reduction, with an emphasis on utilizing those with accountability and better 
outcomes. 

 

(3.8) Suspend GR Funding for Communities in Schools  GR Saving: $0.001 billion 

Communities in Schools started as a volunteer program to prevent at-risk kids from dropping out of 

school. Today, it serves almost 85,000 students. It has the same mission but with a general revenue 

budget.  During this budget crisis, the funding needs to be suspended allowing the program to continue 

with volunteers. 

 

(3.9) Abolish Regional Education Service Centers   GR Saving: $0.043 billion 

The state funds 20 regional education service centers across the state. According to the Texas System of 

Education Service Centers: 

 

Regional education service centers provide high quality, cost-effective support programs for 

local schools and districts... Examples of support programs include professional staff and 

curriculum development, financial, personnel, transportation, food, custodial, data processing, 

testing and assessment, special education, printing, media, purchasing, technology, alternative 

and charter schools, and other programs traditionally associated with central office 

administration.xiv 

 

The state cannot afford to coordinate these functions through separate entities -- regional education 

service centers -- during the 2012-13 biennium.  Instead, these functions should be reorganized into 

related agencies such as TEA, while in-service training should be conducted online in order to maximize 

efficiency.   
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Higher Education14 

(3.11) Cut Central Administration for Higher Education Systems        GR Saving: $0.027 billion 

Cutting 30 percent from the central administration of each higher education system and 10 percent 

from each schoolΩs administration line item is a necessary spending reduction that will require colleges 

and universities to find administrative efficiencies.  These reductions will not directly impact higher 

education instruction and are therefore a viable option for legislators to pursue. 

 

(3.12) Cut Discretionary Non-Formula Higher Education Funding        GR Saving: $0.239 billion 

The state currently funds a wide range of discretionary programs related to higher education 

achievement and financial support.  However, each of these discretionary programs serves a non-core 

purpose.  Cutting 60 percent of this funding will help preserve funding to core education functions, such 

as student instruction. 

 

 Cuts would apply to the following programs: 

 

¶ Close the Gaps Loan Program, 

¶ TANF Scholarship Program,  

¶ Teach for Texas Loan Repayment,  

¶ Border Faculty Loan Repayment Program,  

¶ OAG Lawyers Loan Repayment Program,  

¶ Student Financial Aid Programs (not including the Texas GRANT Program),  

¶ Engineering Recruitment Program,  

¶ Texas Armed Services Scholarship Program,  

¶ Baylor College of Medicine Graduate Medical Education,  

¶ Primary Care Residency Program,  

¶ Professional Nursing Shortage Program,  

¶ Alzheimer's Disease Centers, and  

¶ Adult Basic Education Community College Grants. 

 

(3.14) Reduce Funding for the TEXAS Grant Program by 20 Percent    GR Saving: $0.123 billion 

Based on financial need, the TEXAS Grant program provides tuition and fee support in the form of grants 

to higher education students based on financial need.   

 

Federal grants, financial aid and part-time employment will still allow students to access funding to help 

them attend college. While Texas is addressing a budget shortfall it is appropriate to reduce TEXAS 

                                         
14

 Except where otherwise noted, the savings estimates in this section were derived from agency legislative appropriations 

requests for the 2012-13 biennium. 
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Grants by 20 percent so that core funding for higher education programs and institutions can be 

maintained throughout the biennium. 

 

(3.15) Suspend Tuition Equalization Grants           GR Saving: $0.210 billion 

According to the Legislative Budget Board: 

 

The Tuition Equalization Grants programs (TEGs) help needy Texas residents pay the difference 

between the tuition at a private college and a comparable public institution. For the 2010ς11 

biennium, funding for this program totals $211.9 million.xv 

 

In essence, this program provides taxpayer dollars to students who choose to attend a private state 

college or university, such as Baylor, Rice, or SMU.  Suspending TEGs will help balance the state budget 

and is appropriate because subsidizing attendance at private colleges is not a core function of state 

government. 

 

(3.16) Eliminate the Doctoral Incentive Program          GR Saving: $0.001 billion 

This program provides loans to students wishing to pursue a doctorate in their field of interest.  

Although higher education should always be encouraged, this money cannot be justified while making 

difficult decisions for other loan and scholarship programs. Priority must go to other incentive programs 

such as the Engineering Recruitment Program that have a more practical or vocational application. 

 

(3.17) Suspend the Top Ten Percent Scholarship Program               GR Saving: $0.052 billion 

Created in 2007, the Top Ten Percent Scholarship Program provides support to students in the top 10 

percent of their graduating class.  Based on financial need, a $2,000 scholarship for higher education is 

made available to these students.  Suspending this program during the 2012-13 biennium is appropriate 

because many of these students will be able to apply for federal financial aid to help them take 

advantage of guaranteed admission to state colleges.  ¢ƘŜ ǇǊƻƎǊŀƳ ŎƻǳƭŘ ōŜ ǊŜƛƴǎǘŀǘŜŘ ǿƘŜƴ ǘƘŜ ǎǘŀǘŜΩǎ 

fiscal position improves; but current financial conditions demand that the program be temporarily 

suspended. 

 

(3.18) Suspend the Research University Development Fund        GR Saving: $0.050 billion 

The Research University Development Fund was created in 2009 in order to provide incentives to help 

Texas' emerging research universities become nationally-recognized ά¢ƛŜǊ hƴŜέ research institutions.  

However, while this is an important long-term goal for Texas, the state must focus on its core 

responsibilities during the budget shortfall. Therefore, the appropriations to the Research University 

Development Fund should be suspended during the 2012-13 biennium.   
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(3.19) Reduce GR to Community Colleges by Five Percent         GR Saving: $0.093 billion 

²ƘƛƭŜ ǇǳōƭƛŎ ƧǳƴƛƻǊ ŀƴŘ ŎƻƳƳǳƴƛǘȅ ŎƻƭƭŜƎŜǎ Ǉƭŀȅ ŀƴ ƛƳǇƻǊǘŀƴǘ ǊƻƭŜ ƛƴ ǘƘŜ ǎǘŀǘŜΩǎ ŜŘǳŎation system, 

higher education is not a constitutional responsibility of the state.  Community colleges have both the 

ability to levy property taxes and to charge fees to their students; it is therefore appropriate for the 

state to cut general revenue appropriations to community colleges by 5 percent in order to help balance 

the state budget. 

 

Total Biennial GR Savings from Article III Reductions: $12.682 billion 
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Articles VI, VII, & VIII: Natural Resources, Business and Economic Development, and 

Regulatory15 

(4.1) Cut GR to Article VI, VIII, & VIII Agencies by 30 Percent    GR Saving: $0.242 billion 

As the state faces a general revenue shortfall, it is clear that many agencies that are funded from state 

tax revenues will have to continue to do more with less until economic conditions improve. Many Article 

VI, VII, & VIII agencies receive large amounts of general revenue funding, which should be reduced by 30 

percent for the duration of the 2012-13 biennium: 

Department of Agriculture  $0.038 billion   

Animal Health Commission  $0.006 billion   

Commission on Environmental Quality $0.008 billion   

General Land Office   $0.001 billion   

Department of Parks and Wildlife $0.010 billion  

Railroad Commission   $0.017 billion 

Soil & Water Conservation Board $0.013 billion 

Water Development Board  $0.017 billion 

Lottery Commission   $0.009 billion 

Department of Rural Affairs  $0.004 billion 

Department of Transportation  $0.010 billion 

Texas Workforce Commission  $0.082 billion 

Department of Insurance  $0.020 billion 

Public Utility Commission  $0.006 billion  

TOTAL: $0.242 billion 

 

Many of these agencies receive a significant amount of funding from fees, dedicated accounts, and 

federal funds.  These revenues would not be affected by these 30 percent GR reductions.  

 

 

(4.2) Eliminate the Department of Housing & Community Affairs     GR Saving: $0.045 billion 

The Texas Department of Housing and Community Affairs (TDHCA): 

 

Serves as a financial and administrative resource that helps provide essential services and 

affordable housing opportunities to Texans who qualify for this assistance based on their 

income level. Additionally, the Department is a resource for educational materials and technical 

assistance for housing, housing related, and community services matters.xvi 

 

                                         
15

 Except where otherwise noted, the savings estimates in this section were derived from agency legislative 
appropriations requests for the 2012-13 biennium. 
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TDHCA should be eliminated because it does not fulfill a core role of state government and performs 

many roles that are duplicated at other agencies and by the private sector. 

 

Total Biennial GR Savings from Article VI, VII, & VIII Reductions: $0.287 billion 

        

      TOTAL GR SAVINGS ACROSS ALL ARTICLES: $17.859 BILLION 
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The Economic Stabilization (Rainy Day) Fund 

The budget cuts outlined above total nearly $18 billion in general revenue and provide legislators ample 

latitude to meet the budget challenge for the next biennium.  Together with the policy reforms 

contained in the following section of this report, the Task Force believes that whatever the final shortfall 

turns out to be, sufficient revenue can be saved through reductions and reforms, mainly to the 

management of the public sector, to balance even the worst-case budget scenario.  In other words, it 

may be possible for the Rainy Day Fund to remain untouched. 

However, if that is not the case, the Rainy Day Fund could be used to help balance the budget in 

preference to a tax increase.  The Comptroller estimates that the Fund will show a positive balance of 

$9.4 billion at the end of the 2012-13 biennium (absent appropriations by the 82nd Legislature). 

The Texas Constitution governs the use of the Rainy Day fund: 

If an estimate of anticipated revenues for a succeeding biennium prepared by the comptroller 

pursuant to Article III, Section 49a, of this constitution is less than the revenues that are 

estimated at the same time by the comptroller to be available for the current biennium, the 

legislature may, by a three-fifths vote of the members present in each house, appropriate for 

the succeeding biennium from the economic stabilization fund an amount not to exceed this 

difference. [Tx. Const. Article III, Sec. 49-g(l)] 

As the state's "savings account" is it important to retain as large a balance as possible in the Rainy Day 

Fund, particularly because a healthy balance in the Fund helps maintain the state's strong bond rating.  

In turn, a strong bond rating keeps borrowing costs low, which benefits the state in the long run.  In 

addition, as noted previously, over the next decade the state will face tremendous increases in general 

revenue expenditures to fund the Medicaid expansion mandated by the federal health care reform 

legislation.  Retaining a balance in the Rainy Day Fund will help the state meet that budget challenge 

when it arises.  In sum, balancing the budget through spending cuts alone would be the most prudent 

course of action given the economic conditions facing the state. 
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3. Policy Reforms 

The policy reforms recommended in this section will require either constitutional or statutory changes 

to state law, or action by a state agency or the federal government that is beyond the scope of the 

General Appropriations Act for the 2012-13 biennium.  However, each of the reforms would reduce 

state spending and could be used to help balance the budget without raising taxes assuming that they 

could be enacted in time to impact the 2012-13 state budget. The Task Force estimates that these policy 

reforms would save approximately $3.5 billion over the course of a biennium, resulting in around $21.4 

billion in total GR savings when combined with the budget cuts outlined earlier in this document. 

The Budget Process: Transparency 

(6.1) General Revenue must be shown in budget   

It is a challenge for even the most seasoned legislative staff to find out how much general revenue is 

being spent on a given line item in the budget: the current format of the General Appropriations Act 

only lists the all funds appropriation for each line item. 

For the budget process to be transparent and accessible to all Texans, the budget should make clear 

exactly how much GR is attached to every budget item. To accomplish this, every budget should be 

uniform and required to have four columns: all funds, general revenue, dedicated general revenue, and 

federal funds. 

(6.2)  Stop diversion of dedicated highway funds   

The Constitution provides that highway funds may only be expended for "acquiring rights-of-way, 

constructing, maintaining, and policing such public roadways."  Yet, these funds are used for barely 

tangential programs. By clarifying this provisionΩs meaning, the Legislature can reinvest in the state's 

transportation infrastructure. 

(6.3)  Suspend funding of exceptional items   

For the next two sessions, the Legislature cannot afford to fund items that are not included in an 

agencȅΩǎ base funding request. 

(6.4) Eliminate contingency appropriations except for pending legislation   

The Appropriations process should end with the certification of the budget by the Comptroller of Public 

Accounts.  The only non-specific funding items in the appropriations bill should be those that are 

contingent upon the passage of a specific measure that requires funding but which might be passed 

after the appropriations bill has been adopted by both Chambers.  No expenditures should take place 

based on the future availability of revenue. 

(6.5) Reexamine all special items in budget   

Agencies receive funding for items that are not part of their core mission. Any items that have been 

funded through this process for less than two biennia should be targeted for possible elimination. 
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State Policy 

(6.6) Activity Based Costing   

Activity Based Costing (ABC) allows the state to identify areas of state business that may be procured in 

the marketplace when cost comparisons show that private enterprise does a better job providing a 

service than the state.  Consolidation of redundant or unnecessary activities ensures that the money 

spent by the state is used efficiently and is not duplicated in other unnecessary areas of government. 

(6.7) Stricter Constitutional Spending Limit   

Texas' current constitutional spending limit must be improved so that it can provide a meaningful check 

on the growth of state spending into the future.  The current limit, contained in Article III, Section 49a of 

the constitution, reads as follows: 

In no biennium shall the rate of growth of appropriations from state tax revenues not dedicated 

ōȅ ǘƘƛǎ Ŏƻƴǎǘƛǘǳǘƛƻƴ ŜȄŎŜŜŘ ǘƘŜ ŜǎǘƛƳŀǘŜŘ ǊŀǘŜ ƻŦ ƎǊƻǿǘƘ ƻŦ ǘƘŜ ǎǘŀǘŜϥǎ ŜŎƻƴƻƳȅΧ Lƴ ƴƻ ŎŀǎŜ 

shall appropriations exceed revenues as provided in Article III, Section 49a, of this constitution.   

The Constitution grants the Legislature authority to provide statutory guidance to facilitate 

ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ ƻŦ ǘƘŜ ǎǇŜƴŘƛƴƎ ƭƛƳƛǘŀǘƛƻƴΦ  ¦ƴŘŜǊ ǘƘƛǎ ƎǳƛŘŀƴŎŜΣ ǘƘŜ άǊŀǘŜ ƻŦ ƎǊƻǿǘƘ ƻŦ ǘƘŜ ǎǘŀǘŜΩǎ 

ŜŎƻƴƻƳȅέ ƛǎ ŎŀƭŎǳƭŀǘŜŘ ōȅ ǘƘŜ [ŜƎƛǎƭŀǘƛǾŜ .ǳŘƎŜǘ .ƻŀǊŘ ōȅ άŘƛǾƛŘƛƴƎ ǘƘŜ ŜǎǘƛƳŀǘŜŘ ¢ŜȄŀǎ ǘƻǘŀƭ ǇŜǊǎƻƴŀƭ 

income for the next biennium by the estimated Texas total personal income for the current 

ōƛŜƴƴƛǳƳΦέxvii  However, personal income is not a sensible basis for a spending limit: as personal income 

ƛƴŎǊŜŀǎŜǎΣ ǘƘŜ άƴŜŜŘέ ŦƻǊ ƎƻǾŜǊƴƳŜƴǘ ǎŜǊǾƛŎŜǎ ŀƴŘ ŀǎǎƛǎǘŀƴŎŜ ǇǊƻƎǊŀƳǎ ǎƘƻǳƭŘ ŘŜŎǊŜŀse along with the 

spending on those programs.   

Despite the limitation, inflation-adjusted state spending has increased from around $4,000 per capita in 

the 1980-81 biennium to more than $7,000 per capita in the current (2010-11) biennium.  The reason 

for this growth of the state budget despite a constitutional spending limit is found in specific 

shortcomings of the language:  

a. The definition of the rate of growth is too generous.  Allowing state expenditures to grow along with 

personal income is too generous.  Restricting spending growth to population growth plus inflation 

provides a better measure of the spending growth that is needed to maintain current services. 

b. A simple majority may vote to override the limit.  This provision renders the existing spending limit a 

ƳŜŀƴƛƴƎƭŜǎǎ άǎŀŦŜƎǳŀǊŘέ ŀƎŀƛƴǎǘ ƘƛƎƘŜǊ ǎǇŜƴŘƛƴƎΦ  .ȅ ŎƻƳǇŀǊƛǎƻƴΣ ǎǇŜƴŘƛƴƎ ǊŜǾŜƴǳŜ ŦǊƻƳ ǘƘŜ 9ŎƻƴƻƳƛŎ 

Stabilization Fund can require a two-thirds vote in the Legislature, as does passing a constitutional 

amendment. 

c. The existing constitutional spending limitation does not apply to dedicated funds.  The effects of this 

loophole: first, lawmakers may spend more money than an effective constitutional spending limit would 

allow; second, spending from dedicated funds to extraneous purposes is encouraged.  Dedicated 

General Revenue accounts for 7.4 percent of all General Revenue funds, so the loophole allows for a 

significant amount of state revenue ($6.4 billion in the current biennium) to be exempted from the 

spending limit.  Worse still, certain dedicated funds such as Fund 006 ς the State Highway Fund ς are 

used to supplant general revenue.   
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To provide meaningful protections for taxpayers, the flawed constitutional spending limit should be 

rewritten to limit growth of the state budget to the lesser of either population growth plus inflation or 

increases in gross state product.  In using this measure, the state will be able to continue to provide 

necessary services to the population as it grows. Any budget growth above this would be 

constitutionally restricted.  In addition, a new limit should apply to dedicated general revenue funds as 

well as non-dedicated general revenue, and a two-thirds vote of the legislature should be required to 

override the limit. 

(6.8) Repeal prevailing wage law   

Currently, Texas law requires contractors working for a political subdivision to pay prevailing rates as 

determined by the political subdivision. The rates that are set are often higher than market wages. This 

is anti-competitive and increases costs to the taxpayer. 

(6.9) Repeal "meet and confer" provisions 

{ƛƳƛƭŀǊ ǘƻ ŎƻƭƭŜŎǘƛǾŜ ōŀǊƎŀƛƴƛƴƎΣ άƳŜŜǘ ŀƴŘ ŎƻƴŦŜǊέ ƛǎ ŀ ǇǊƻŎŜǎǎ ǘƘǊƻǳƎƘ ǿƘƛŎƘ ǇǳōƭƛŎ ŜƳǇƭƻȅŜŜǎ ƳŜŜǘ 

collectively with their employer to bargain for wages, benefits and working conditions.  From a policy 

perspective, collective bargaining and meet and confer procedures have negative impacts for taxpayers 

because they give public employee groups significant power to bargain for wages and benefits.  As the 

Mackinac Center points out: 

Unlike consumers in the privaǘŜ ǎŜŎǘƻǊΣ ǘŀȄǇŀȅŜǊǎ Ŏŀƴƴƻǘ Ŝŀǎƛƭȅ ΨǾƻǘŜ ǿƛǘƘ ǘƘŜƛǊ ŦŜŜǘΩ ǘƻ ŎƘƻƻǎŜ ŀ 

better service provider. Public sector unions, therefore, experience little external pressure to 

moderate their demands. This is one reason why the salaries and benefits of government 

employees are often higher than those of employees performing comparable work in the 

private sector.xviii 

Many cities across Texas have granted meet and confer privileges to their public employees under 

authority delegated to them by the legislature.  In effect, legislators have adopted a piecemeal approach 

to extending meet and confer privileges to a large number of local government employees across the 

state.  However, in the aggregate, meet and confer bills have a statewide impact that imposes additional 

burdens on taxpayers.  Repealing these meet and confer privileges that have granted to cities would be 

an important reform to protect taxpayers at the local level. 

 

{ŜŜΥ ά¢ƘŜ .ŀǘǘƭŜ !ƘŜŀŘΣέ 9ŎƻƴƻƳƛǎǘ ƳŀƎŀȊƛƴŜΣ WŀƴǳŀǊȅ сΣ нлммΤ ŀƴŘ ¢// ϦaŜŜǘ ŀƴŘ /ƻƴŦŜǊϦ ¢ŀƭƪƛƴƎ 

Points, October 15, 2010
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General Government 

(6.10) Move from ŀ άdefined benefitέ to a άdefined contributionέ retirement plan for state 

employees 

Currently, state employees have defined-benefit plans.  While 84 percent of state and local governments 

have similar plans around the country, only 21 percent of employees in the private sector (and only 16 

percent of the nonunion workers among them) have defined-benefit plans.xix  Defined benefit plans 

guarantee a rate of return without regard to the amount actually earned in the investment.  This, in 

turn, causes massive budget deficits in times of economic downturns or even slowdowns.  As the 

Mercatus Center at George Mason University notes:  

The key difference between the DC plan and the DB plan is the assignment of risk. In a DC plan, 

the risk or reward of varying investment performance is borne by the employee, who receives a 

higher or lower pension based upon the returns generated by investments held in his 

ŀŎŎƻǳƴǘΧ¢ƘŜ Ǌƛǎƪ ƛǎ ǘǊŀƴǎŦŜǊǊŜŘ ŦǊƻƳ ǘƘŜ ŜƳǇƭƻȅŜǊ όƻǊ ƛn the case of the public sector, the 

taxpayer) to the employee.xx 

From the perspective of state budget-writers, a key advantage of defined-contribution plansτsuch as 

401(k) and 403(b) accountsτis that they cannot develop funding deficits, while still allowing the state 

government to dedicate funds to each employees plan.  Michigan and Florida have already offered 

defined contribution alternatives to their state employees.  From the perspective of employees, defined-

contribution plans are an attractive alternative because they are typically portable, unlike defined-

benefit plans.  As the Mercatus Center notes:  

Once vested in a particular defined benefit pension plan, the employee risks losing a significant 

amount of benefit income by terminating too early or moving around too often.  This makes DB 

pensions less attractive to younger, more mobile workers that employers might wish to 

attract.xxi 

Texas could begin the transition to a defined contribution model by placing all employees earning over a 

specified annual income level onto a defined contribution plan while retaining lower-earners on the 

existing defined benefit model.  For instance, of the 157,058 employees employed directly by the State 

of Texas in 2009, 80 percent earned less than $50,000 per year. xxii   Retaining those employees on a 

defined benefit model while transitioning the 20 percent of state employees who earn more than 

$50,000 per year onto a defined contribution model would be an effective way to begin the transition.  

Relatively high earners are in a stronger position to take a greater responsibility for their retirement 

plans, while relatively low earners could continue to benefit from the certainty of the defined benefit 

model. 
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(6.11) Integrate all state web functions to Texas.gov   

Texas.gov is the official website for the State of Texas.  According to the Sunset Advisory Commission:  

 

More than 100 state agency, local government, and university participants offer nearly 1,000 

online services through the website, such as driver license renewals, vehicle registration, 

property and sales tax payments, and utility bill payments.xxiii 

 

The creation of Texas.gov was intended to centralize all of the web needs of Texas agencies that interact 

with the public. For example, the Department of Motor Vehicles allows for license renewal and driving 

record requests.  Since the state receives a percentage of all transactions (license renewal fees etc.) 

carried out through Texas.gov,  legislators must ensure that all agencies' web functions are carried out 

as efficiently and effectively as possible by integrating their web functions into this website. 

 

(6.12) Utilize the private sector to more-efficiently generate casework documentation 

The Department of Family and Protective Services (DFPS) currently contracts with a private provider for 

the creation of casework documentation that would otherwise have to be individually written-up by 

DFPS caseworkers.  Under the terms of the contract, DFPS caseworkers submit their case notes to the 

private contractor via either toll-free dictation telephone lines, uploading recorded audio files, faxed 

handwritten notes, or through direct dictation into a tablet computer.  The private contractor then 

provides typed versions of the case notes to the agency, typically in less than two hours. 

By utilizing the private sector for this service, the state is able to cut the amount of paperwork that its 

caseworkers have to carry out.  In turn, this allows skilled caseworkers to devote more time to their 

primary responsibilities, rather than typing-up case notes.  Expanding the use of these private-sector 

services is recommended.  In particular, agencies such as the State Office of Administrative Hearings, the 

Department of Public Safety, and the Department of Aging and Disability Services generate the type of 

documentation that could be handled more efficiently by the private sector. 

 

(6.13) Remove provisions related to historically underutilized businesses in state contracting  

According to the Office of the Comptroller, a historically underutilized business (HUB): 

...is at least 51% owned by an Asian Pacific American, Black American, Hispanic American, Native 

American and/or American woman,  

...is an entity with its principal place of business in Texas, and 

...has an owner residing in Texas with a proportionate interest that actively participates in the 

control, operations and management of the entity's affairs.xxiv  

The Comptroller also notes that under Texas Administrative Code §20.13, "each state agency shall make 

a good faith effort to utilize HUBs in contracts for construction, services (including professional and 

consulting services) and commodities purchases." 
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When state agencies enter into contracts with the private sector, they should only consider factors 

related to the potential contractors ability to perform the services that the state needs and the value 

that the contractor would provide for state taxpayers.  Prioritizing certain contractors for the reasons 

outlined above should have no place in state contracting processes since it might result in otherwise-

qualified businesses being excluded from state contracts for reasons not related to their ability to 

perform the services required by the state.    

 

(6.14) Centralize state debt collection  

Currently, debts owed to the state are collected by individual agencies, as the state has no centralized 

agency that is responsible for accounts receivable.  As a result, there is no overall picture of how much 

money is owed to the state, or oversight of whether debts owed are being uniformly collected. 

It is recommended that the Office of the Comptroller be given overall responsibility for all accounts 

receivable and that the Comptroller contract with private debt collection agencies to ensure that all 

outstanding debts are balanced in a timely fashion.  Creating a competitive system through which 

several vendors each handle similar debt portfolios would enhance this process further and would give 

the state the ability to retain the best-performing vendors and maximize debt collection in the long run. 

(6.15) Consolidate agency field offices  

Many state agencies lease properties across the state in order to operate field offices away from their 

central offices which are typically located in Austin.  The Office of the Comptroller estimates that 

agencies spend around $66 million per year leasing field offices, including $29 million by the Health and 

Human Services Commission, and $25 million by the Department of Family and Protective Services.  

Agencies should examine the extent to which field offices are necessary and if possible, consolidate field 

offices to achieve financial savings. 

(6.16) Sell surplus property  

The state should aggressively pursue the sale of surplus property.  There are large potential revenue 

gains for the state by pursuing this policy option.  This would be a sensible course of action so that the 

state can access the equity in its unused property and also save on maintenance and other costs 

associated with owning such a large amount of land and property.  

(6.17) Electronic childcare verification  

Both voice recognition and biometric technology can improve the delivery of subsidized child care 

services by accurately recording the drop-off and collection times of children receiving child care.  This 

will reduce opportunities for fraud and error, protecting taxpayers while allowing the existing network 

of home and family-based providers to continue providing care to children in Texas. 

(6.18) Health care dependent eligibility audit  

The state should contract with a private vendor to audit the continued eligibility of state employee 

dependents for state-sponsored insurance coverage.  Dependent information is usually accurate for new 

hires, but may not be adequately tracked as changes in dependent status occur.  In general, it is 
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estimated that these types of audits identify that between three and ten percent of dependents have 

become ineligible for continued state coverage. 

 

(6.19) Electronic Payment Card  

The state should continue to work to ensure that all payments made or received by state agencies are 

handled electronically, and that electronic payment cards are used to facilitate this transition where 

necessary.  It is estimated that the state saves around $2 for every check that is replaced by an 

electronic payment or electronic payment card. 
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Health and Human Services 

(6.20) Consolidated Funding Stream for Health and Human Services Programs 

The state could operate its health and human services programs more efficiently without many of the 

cost-drivers that are associated with the way in which federal funds must be used by state agencies.  For 

instance, the Health and Human Services Commission estimates that significant savings could be found 

in the 2012-13 biennium alone if its federal funds were received as part of a single, consolidated funding 

stream rather than under the curǊŜƴǘ ǎȅǎǘŜƳ ƻŦ άƳŀǘŎƘƛƴƎέ ŦǳƴŘǎ ǘƘŀǘ ƴŀǊǊƻǿƭȅ ǊŜǎǘǊƛŎǘǎ ǘƘŜ ǿŀȅǎ ƛƴ 

which federal funds can be used by the state.   

Savings would result from a range of approaches adopted by the state under a consolidated funding 

stream, including utilization of a robust preventive and primary care package, extensive cost-sharing and 

personal responsibility undertaken on the part of program beneficiaries, and a focus on using affordable 

employer-sponsored insurance where available while designing benefit models that discourage "crowd-

out" of the private sector. 

Receiving federal health and human services funds as part of a consolidated funding stream would 

require approval from the federal government.  It is recommended that this approval be sought as soon 

ŀǎ ǇǊŀŎǘƛŎŀōƭŜΣ ŀƴŘ ǘƘŀǘ ¢ŜȄŀǎΩ /ƻƴƎǊŜǎǎƛƻƴŀƭ ŘŜƭŜƎŀǘƛƻƴ ŀŘǾƻŎŀǘŜ ƻƴ ǘƘŜ ǎǘŀǘŜΩǎ ōŜƘŀƭŦ ƛƴ ǎǳǇǇƻǊǘ ƻŦ ŀƴȅ 

requests made by the Legislature or the Health and Human Services Commission. 

(6.21) Unmatched State and Local Funds 

Currently, a range of health and human services expenditures made by the state, by counties, and by 

hospitals do not attract federal matching funds.  If the federal government recognized these 

expenditures as "matchable", the federal funds that would be received could then be used to offset 

general revenue expenditures in other areas of the budget.  Current unmatched expenditures include: 

adult mental health services, hospital uncompensated care, and county indigent health care.  Working 

with the federal government to ensure that these expenditures can receive matching funds is a fiscal 

imperative given the lack of flexibility to achieve savings throughout much of the rest of Article II of the 

state budget. 

(6.22) Enhance Medicaid fraud prevention   

As a cost-saving measure, reduce the role of the HHSC Office of Inspector General (OIG) and increase  

Medicaid fraud detection by giving more authority to  Medicaid Managed Care organizations (MCOs).  

Under this reform, MCOs would be responsible for reporting potentially fraudulent activity to HHSC, 

conducting investigations of identified providers, and collecting and retaining funds identified as part of 

fraudulent, wasteful, or abusive practices. Specifically, the following should be studied: 

- Permit MCOs to collect fraudulent overpayments:  MCOs are currently hindered in their 

efforts to collect overpayments made to providers.  Texas MCOs do not currently have the 

ŀōƛƭƛǘȅ ǘƻ ŎƻƭƭŜŎǘ ƻǾŜǊǇŀȅƳŜƴǘǎ ōŜŎŀǳǎŜ ƻŦ hLDΩǎ ǊŜǎǘǊƛŎǘƛǾŜ ǇƻƭƛŎƛŜǎΦ 

- Permit MCOs to retain all collected fraudulent overpayments: MCOs are currently prevented 

from retaining the full amount of identified fraudulent overpayments made to providers.  

The state retains a percentage of the collected overpayments unless OIG returns a case back 
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to an MCO. The MCOs have systems in place to identify fraud, waste, and abuse and 

because they also directly contract with the rendering providers, the MCOs are in the 

unique position to capture overpayments made to these providers and educate them on 

correct billing practices.   

- Expand reporting requirements by permitting MCOs to report all fraud, waste, and abuse 

efforts to the state on a quarterly basis: MCOs are only required to report cases to OIG with 

no fraud, waste, or abuse implications.  This practice runs counter to efforts to ensure that 

all efforts to mitigate fraud, waste, and abuse are utilized.  Permitting MCOs to report all 

suspected cases to the state will encourage state involvement with fraud, waste, and abuse 

efforts, which may expedite recoveries.   

A range of states, including Florida, Georgia, Maryland, New Mexico, Nevada, New Jersey, New York, 

Ohio, Tennessee, and Virginia, have enacted reforms similar to those outlined above in order to improve 

Medicaid fraud investigation and recovery. 

(6.23) Disincentivize ER visits through copay differentials   

Rather than making an appointment with a doctor, many people receiving taxpayer-funded healthcare 

simply go to the emergency room.  The state must put an incentive in place to seek out less costly health 

care alternatives.  By increasing the copay for emergency room visits that do not result in hospitalization 

or admittance, the state recoups some of the money needed for care and disincentivizes the abuse of 

the emergency care system. 

 

(6.24)  Utilize Telemedicine 

¢ŜȄŀǎ Ƙŀǎ ǘƘŜ ƴŀǘƛƻƴΩǎ ƭŀǊƎŜǎǘ ǊǳǊŀƭ ǇƻǇǳƭŀǘƛƻƴΣ ǿƘƛŎƘ ŎƻƴŦǊƻƴǘǎ ŀ ǎƘƻǊǘŀƎŜ ƻŦ ŘƻŎǘƻǊǎ ƛƴ ǊǳǊŀƭ ŀǊŜŀǎΥ ммп 

όпр ǇŜǊŎŜƴǘύ ƻŦ ǘƘŜ нрп ŎƻǳƴǘƛŜǎ ƛƴ ¢ŜȄŀǎ ƘŀǾŜ ōŜŜƴ ŘŜŦƛƴŜŘ ōȅ ǘƘŜ ŦŜŘŜǊŀƭ ƎƻǾŜǊƴƳŜƴǘ ŀǎ άǇǊƛƳŀǊȅ ŎŀǊŜ 

ǎƘƻǊǘŀƎŜ ŀǊŜŀǎέΦ  Twenty-seven Texas counties have no doctor at all and 139 counties have no 

pediatrician. The recent health care reforms will further impact this problem by pushing millions of 

newly insured Texans into already-stressed health care system.  

Such a shortage of physicians demands innovative and creative solutions, such as telemedicine that do 

not rely on the traditional health care delivery model. There are telemedicine programs throughout the 

state that bring a physician located hundreds of miles away into an exam room by a live interactive 

technology system, including video conference and internet streaming. In addition to addressing  

physician shortages, telemedicine can improve the delivery of medical services in nursing homes and 

correctional facilities by reducing transportation costs as well expanding the number of specialty 

physicians that are available in emergency medical services. 

Recently proposed regulations by the Texas Medical Board would have a significantly negative impact on 

the practice of telemedicine, felt most acutely in rural areas. A proposed rule change would require an 

in-person consultation with a physician within 72 hours.  It would also require a distant provider to 

discontinue care if the patient is not seen within 72 hours. These proposed changes would undermine 

the benefits of telemedicine in meeting the needs of many rural citizens that have limited access to 

primary health care. 
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The Texas Medical Board should be encouraged to replace the 72-hour requirement for a face-to-face 

follow up visit by a physician with a rule allowing the distant provider, in collaboration with the patient, 

to determine if and when an in-person visit is necessary. 

 

(6.25)  Pass Health Care Compact Legislation 

Compacts are described in Article I, Section 10 of the United States Constitution. 

Interstate compacts between states exist in a wide variety of areas, covering issues such as 

transportation, taxation, criminal background checks, and the supervision of former prisoners.   By 

entering into a health care compact with other states, Texas can regain control over its own health care 

policy because member states of the compact will be freed from federal regulation.   

The member states of the compact would work together to ratify the compact and to gain congressional 

approval.  Once the compact is ratified and approved, each state is able to create a health care system in 

a way that meets the needs of its citizens.   An interstate compact that attains the approval of Congress 

becomes federal law and would therefore supersede existing state and federal laws.  

The Health Care Compact returns the power to regulate health care to the states in the states which 

pass the Compact (the Member States).  Each Member State will then be able to write its own health 

care laws, creating more effective and efficient health care policy for its citizens.  Once the Member 

State creates its own health care policy, its citizens will no longer be subject to federal health care laws 

ŀƴŘ ǊŜƎǳƭŀǘƛƻƴǎΣ ƛƴŎƭǳŘƛƴƎ άhōŀƳŀŎŀǊŜΦέ   
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Education 

(6.26) Remove the statutory cap on open enrollment charter schools   

!ŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ /ƻƳǇǘǊƻƭƭŜǊΩǎ ǊŜǇƻǊǘ C!{¢Σ ¢ŜȄŀǎΩ ǇǳōƭƛŎ ǎŎƘƻƻƭ ŘƛǎǘǊƛŎǘǎ ǎǇŜƴǘ $11,567 per student in 

2008-09 with results that range from excellent to abysmal. Charter schools do more with less: the same 

report from the Comptroller notes that Texas charter districts account for one quarter ƻŦ ǘƘŜ άŦƛǾŜ-star 

ŘƛǎǘǊƛŎǘǎέ ǘƘŀǘ ƘŀǾŜ ƛƳǇǊƻǾŜŘ ǎǘǳŘŜƴǘ ŀŎƘƛŜǾŜƳŜƴǘ ǿƘƛƭŜ ƪŜŜǇƛƴƎ ŜȄǇŜƴŘƛǘǳǊŜǎ ǊŜƭŀǘƛǾŜƭȅ ƭƻǿΦ 

Texas hit its cap on granting charters to new open enrollment schools in November 2008. This means 

that the State Board of Education is prohibited from issuing more open enrollment charters to existing 

charter holders or entities applying for a charter for the first time, regardless of the growing student 

waiting list.  Since charter schools play such an important role providing educational choice to Texas 

families, the statutory cap should be lifted so that no student is denied the education they want because 

of an arbitrary statute. 

(6.27) Provide charter schools for failing neighborhoods   

For any school that receives an academically unacceptable rating for two years in a row, the state should 

expedite a charter application for that area to provide parents a choice.  

(6.28) Remove red tape for charter schools   

The Center for Education Reform gave Texas a άDέ, performing 16th worst in the country for failing to 

provide a blanket waiver program and failing to give charter schools facility funding. Laws have 

increased the administrative responsibilities of charter schools, forcing them to adhere to regulations 

not required by conventional schools. To allow these schools to succeed at the highest level, we need to 

remove administrative barriers. 

(6.29) Improve off-peak use of educational facilities   

There is a vast number of educational facilities across the state that could be better-utilized in order to 

provide savings for school districts, community colleges, and even universities.  Encouraging school 

districts and higher education institutions to share available facilities outside regular hours would 

reduce the extent to which new facilities are required, and would also provide savings associated with 

operations and maintenance costs.  As the Comptroller notes: 

The Texas Higher Education Coordinating BoardΩǎ Ƴƻǎǘ ǊŜcent evaluation concerned the Fall 

2009 semester. The vast majority of public universities, state and technical colleges scored 

below target levels on at least one of the three measures, indicating unused hours and space for 

additional classroom activities. In ǎƘƻǊǘΣ ¢ŜȄŀǎΩ ƘƛƎƘŜǊ ŜŘǳŎŀǘƛƻƴ ŎƭŀǎǎǊƻƻƳ ǎǇŀŎŜ ŀǇǇŜŀǊǎ ǘƻ ōŜ 

underusedΧ 

 

ΧClasses offered during evenings and other off-peak times allow for more efficient usage of 

existing educational space, reducing the need for more classrooms in times of high enrollment 

growth. They also offer schedule flexibility to students who prefer to, or must, take 

classes during non-traditional hours.xxv 
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 (6.30) Eliminate future debt service aid to school districts   

School districts get a portion of their tax bond debt paid for by Texas taxpayers if they apply for an 

award under the Existing Debt Allotment or Instructional Facility Allotment. These school districts took 

on this bonded debt for local improvements and the people benefiting from the improvements should 

pay for it. The state should continue to pay for that portion of the debt that it has already committed to 

give, but no future payments should be made.  The chart below from the Comptroller's FAST report 

confirms that school district debt service is growing faster than any other item of school district 

expenditure. 

 

Without subsidization from state taxpayers, school districts would have to take the issuance of new debt 

more seriously, which would alleviate the burden on both state and local taxpayers. 

(6.31) Authorize school districts to contract with Real Estate Investment Trusts (REITS) for the 

construction, management, and maintenance of public school buildings   

The Texas Education Code (Chapter 44) should be amended so that school districts can contract with 

Real Estate Investment Trusts (REITs) for the construction of public education facilities.  School districts 

should also be permitted to enter into long-term contracts with REITs for the asset management, capital 

improvement, and maintenance of their existing facilities.  These long-term contracts must stipulate 

that school districts retain exclusive use of the facilities during hours when they offer classes or 

otherwise require the facilities for school-related activities.   


