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State Proposes Slashing Spending by Another 5 Percent 
 
AUSTIN—On June 16, the Legislative Budget Board and Governor’s Budget 
Office issued instructions to Texas state agencies and public universities for their 
2006-07 budget requests. Agencies have been told to ask for 5 percent less in 
General Revenue for the next two-year budget than they are spending in the 
current 2004-05 period. If no exceptions are made, this translates to a reduction 
of almost $3 billion across the board. This spending cut is being proposed on top 
of a 2003 legislative budget cut of at least $7.5 billion in General Revenue 
spending (or 11 percent), compared to current services spending. 
 
Unlike in the 2003 budget crisis, the proposed spending cuts are not a response 
to decreases in state General Revenue. Sales taxes deposited to General 
Revenue are about 4.5 percent higher so far in fiscal 2004 than the Comptroller 
had predicted in her revenue estimate. Total tax collections through February 
2004 are almost 5 percent higher than they were a year earlier. 
 
“This would be a man-made disaster,” said Dick Lavine, senior fiscal analyst for 
the Center for Public Policy Priorities, an Austin-based think-tank that conducts 
research on issues affecting low-income Texans. “Texas already ranks near the 
bottom in state spending per resident. There is no revenue reason for agencies 
to be instructed to cut back even more on already inadequate services. With our 
recovering economy, we should have enough money to reverse some of the 
most harmful cuts made in the last legislative session, not make more.” 
 
The budget instructions are the first step in the next budget cycle (fiscal 2006 and 
2007) and are used to create a “baseline,” or starting point, for deliberations by 
the legislature. Unlike in past sessions, the 2006-07 baseline will not include the 
following: enrollment growth for higher education or K-12 schools; the cost of 
new instructional materials for K-12 schools; increases in inmate capacity at adult 
and youth correctional facilities; or increases in state employee health insurance 
or other benefit costs. In health and human services programs, new funding can 
be requested for federal entitlement programs like Medicaid, but not for 
nonentitlement programs such as CHIP (the Children’s Health Insurance 
Program). 
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“It is especially important to weigh all the competing demands on the state 
budget at the same time. Changes in school finance or the state’s tax system 
should wait until the regular session, so that the needs for health and human 
services, higher education, and other vital programs can be given equal 
consideration,” said Lavine. “After all, a student who can’t see the board, but 
can’t get glasses because vision care has been cut from CHIP services, or has 
a serious tooth pain, but can’t see a dentist because CHIP doesn’t cover that any 
more, won’t be able to learn regardless of how schools are funded.” 
 
The 2006-07 budget instructions are online at 
http://www.lbb.state.tx.us/LAR/LAR-79R_Policy_Letter.pdf 
 
The Center for Public Policy Priorities is a 501 (c)(3), non-partisan, non-profit 
policy research organization committed to improving public policies and private 
practices to better the economic and social conditions of low- and moderate-
income Texans. 
 


