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Economic & Fiscal Challenges to Prosperity

» 11 largest world economy possibly hampered by:
» Slower global economic growth

» Federal Reserve tightening credit: rates too low for too long

» Low oil prices (~¥15% of real private economy/+20% in 80s)
» First major recession in 30 years? Unlikely

» Revenue picture tighter in 2017 Session than previous

» Fortunately, 2015 Texas Legislature:

» Passed a conservative 2016-17 budget: 4.3% increase

» Left billions of dollars on table & $10 B in Rainy Day Fund
» Passed $4 B in tax and fee relief



Economic Freedom of North America (2014) - 3rd 434
State Business Tax Climate Index (2017) -- 14t 488
State-Local Tax Burden (2012) - 34t 6t
Avg. Annual Nonfarm Job Creation (2000-15) 0.6% 1.1% 0.8%

| Avg. U-3 Unemployment Rate (2003-15) 6.6% 6.6% 6.5%
Avg. U-6 Underutilization Rate (2003-15) 119% 12.3% 11.5%
Avg. Labor Force Participation (2000-15) 65.2% 64.8% 62.3%
Avg. Employment-Population Ratio (2000-15) 61.1% 60.0% 58.4%
Avg. Employment-Pop. Ratio 25-54 (2003-14) 17.52% 77.19% 75.90%
Total Civilian Emp. (12/07-12/15), ex. TX +2.121,000 +489.000 | +929,000
Total Nonfarm Emp. (12/07-12/15),ex. TX | +3,330,000 +802.000 | +530,000
Real Avg. Annual Private Pay (2001-14) 6.1% 6.1% 6.9%
Avg. Top 10% Income Shares (2000-13) 47.5% 52.0% 54.2%
Avg. Top 1% Income Shares (2000-13) 203% 23.9% 25.8%
Supplemental Poverty Measure (2013-15) 15.1% 19.0% 17.9%

Source: TPPF, A Labor Market Comparison: Why the Texas-PubdicPolicy
Texas Model Supports Prosperity (updated) )\
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http://www.texaspolicy.com/content/detail/a-labor-market-comparison-why-the-texas-model-supports-prosperity
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Fiscal Challenges Reduce Opportunity

» No recent examples of Texas budget increases of less

than population growth plus inflation:
» 2003 dealt with a $10 billion shortfall and passed a
conservative budget but massive spending increase in 2005
» 2011 passed a budget below pop+inf but delayed payments
for Medicaid & education led to a large increase in 2013

» 2015 session passed a potentially conservative budget,
provided tax relief, and left money on the table

» Legislature should pass a conservative budget in 2017

1hie-Policy



BIENNIAL REVENUE ESTIMATE = <=+== -

The Biennial Revenue Estimate is issued by the Comptroller at the start of every legislative General Revenue-Related Revenues
session before Texas legislators begin budgeting for the next biennium. The estimate tells STATE TAX REVENUES
lawmalkers how much they can spend, which in turn affects every Texan. Motor Vehicle Sales & Rental Taxes ...« ©_ 304

©Oil Production Tax - 4.4%0
Sales Taxes
Franchise Tax - 5.6% 53.8%
Revenue Available for General Natural Gas Production Tax -+ 1.6%
Purpose Spending z["u Iﬂ Motor Fuel Taxes -

2016-17
All Other State Taxes -

Rewvenues from Sales Taxes + 556.83

(Before allocation to State Highway Fund)

OTHER REVEMUES
Fees, Investments &
Sales Taxes Allocated to State — - In 2015, Other Non-Tax Revenue

=y Fund wvoters

Ceneral Revenue-Related (GR-R) $ﬁ] 97 In Billions of Dollars
]

Net GR-R Revenues from — approved

Sales Taxes $56.83 Proposition T,

which

requires the Annual Net Sales Tax Collections

Other GR-R Revenues $45.61 Comptroller

to direct In Billions of Dollars m Ceneral Reverue-Related Funds

Total GR-R Revenues $102.45 some tax
revenues to 532

the State
Highway SZE
$24

Beginning Balance
(Funds carried forward from 2016) $7'29 Fund

starting in 520

Total GR-R Revenue SUBTOTAL .
& Fund Balances $109.73 $]“B-["] fiscal 2018. $16
s$12

Revenue Reserved for Transfers
to the Economic Stabilization $2.0 $3 ]3 58
.

and State Highway Funds s4

Total Revenue nvai.'lahla_ for s 107.73 o
General-Purpose Spending TOTAL 2005 2007 2009 2011 2045 204w 2048
L]

L Projected !

Glenn Hegar Texas Comptreller of Public Accounts

Source: Texas Comptroller, Biennial Revenue Estimate Texas-LabdigPolicy
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https://www.comptroller.texas.gov/transparency/reports/biennial-revenue-estimate/2018-19/

TAXES FEDERAL INCOME FEES, INTEREST AND OTHER INCOME
$106.8 Billion $74.9 Billion S43.1Billion

2018-19 TOTAL STATE REVENUE
$224.8 Billion

2017 GENERAL
REVENUE BALANCE

$2.7 Billion

DEDICATED REVENUE GENERAL REVENUE-RELATED REVENUE
$118.3 Billion $106.5 Billion

SEVERENCE TAXES RESERVED RESERVE FOR
FOR ESF/SHF TRANSFERS ESF/SHF TRANSFERS
($3.1 Billion) ($1.1 Billion)

FEDERAL INCOME
$74.9 Billion

DEDICATED GENERAL Revenve [ 2016-17 ADJUSTED BALANCE
$6.4 Billion $1.5 Billion

OTHER FUNDS 2018-19 GENERAL REVENUE-
$37.0 Billion ' RELATED FUNDS AVAILABLE
FOR CERTIFICATION

$104.9 Billion

SOURCE: Glenn Hegx, Tewas Comptrolier of Publuc Accousss.
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Source: Texas Comptroller, Biennial Revenue Estimate Texas-k



https://www.comptroller.texas.gov/transparency/reports/biennial-revenue-estimate/2018-19/

Texas Budget: Where We Stand

Total 2016-17 All Funds Approps: $209.1 Billion
(4.3% Increase)

$53.3 B,
Other $77.2 B,

Health &
$106.0 B, uman
General — Services

Revenue \
$7.8B, G | . |
Dedicated $27.3B. | | Education

Other \ /

TexasPLuddiePolicy



Spending Problem: Budget Up 11.8%
More than Pop+Inf Since 04-05 Budget
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2018-19 Conservative Texas Budget Criteria

the
(Conservative
TEXAS BUDGET

SPENDING LIMITS FOR 2018 19 BUDGET

> 14/ YAL:

BILLON . . BILION
state funds '—l K /o | all funds

ABOVE 2016-17 SPENDING



Conservative
Texas Budget Comptroller
2018-19 BRE
Limits 2018-19
Pop+Inf: 4.5%

Type Appropriated Proposed
(Millions of S) 2016-17 2018-19

$104,870.9

$106,007.5 $108,860.9
7,808.4 7,033.1

27,285.6 31,926.8
State Total $141,101.5 $147,820.8 $147,451.1 $369.7 $149,884.4
Federal 68,001.5 73,513.9
All Funds Total $209,103.0 $221,334.7 $218,512.6 $2,822.1  $224,770.1
GR Change 2.7%
State Change 4.8%
Fed Change 8.1%

All Funds Change 5.8%

Texasv_gugﬁ igPolicy
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Conservative
Texas Budget Comptroller
2018-19 BRE
Limits 2018-19
Pop+inf: 4.5%

Type Appropriated Proposed
(Millions of S) 2016-17 2018-19

$106,007.5 $104,870.9

$103,602.3
7,808.4 6,893.3

27,285.6 31,869.6
State Total $141,101.5 $142,365.2 $147,451.1 -$5,085.9  $149,884.4
Federal 68,001.5 71,006.4
All Funds Total $209,103.0 $213,371.6 $218,512.6 -$5,141.0 $224,770.1
GR Change -2.3%
State Change 0.9%
Fed Change 4.4%

All Funds Change 2.0%

Texasv_gugﬁ igPolicy
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House Senate House v.

Article/All Funds Appropriated u. House ) Senate
(Millions of $) 2016-17 version Change version Change >enate
2018-19 = 2018-19 : 2018-19

$5,920.1

-$332.5 $5,886.6 -$366.0 $33.5

I - General Government $6,252.6

$81,848.7 $4,648.9 $77,373.1 $§173.3  $4,475.6

Il - Health and Human Services $77,199.8

$81,585.4 $3,015.3 $79,303.9 $733.8  $2,281.5

Il - Agencies of Education $78,570.1

$61,073.1  $2,516.9 $59,577.1 51,020.9 51,496.0

Public Education 558,556.2

§20,512.3
$806.5

5498.4
-$1.3

$19,726.9
$800.1

-5287.0 5785.4

$6.4

Higher Education $20,013.9

IV - The Judiciary $807.8 -$7.7

e e ey $124326  $12,241.2  -$191.4  $12,331.5  -$1011  -$90.3
VI - Natural Resources $4,3675 $4,5069 $1394 $4,3218 '$457 $1851

VII - Business and Economic
Development

VIl - Regulatory $934.2 $631.2 -$303.0 $626.5 -$307.7  $4.7

$27,762.2 $33,410.5 $5,648.3 $33,398.2  $5,636.0 $12.3

IX - General Provisions $390.2 $0.0 -$390.2  -$1,058.0 -$1,448.2 $1,058.0

X - The Legislature $386.1 $384.3 -$1.8 $387.9 $1.8 -$3.6

All Funds Total $209,103.1  $221,334.8 $12,231.7 $213,371.6 $4,268.5 $7,963.2
Texaswﬂueﬁil-iﬂspl’n licy




ECONOMIC STABILIZATION CAP COMPARED TO THE MAXIMUM MONTHLY ENDING BALANCE
19920-21 TO 201&6-17 BIENNIA
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MNoTE: 2016=17 amounts are estimated.
Source: Comptroller of Public Accounts.
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http://www.lbb.state.tx.us/Documents/Publications/Issue_Briefs/3181_Economic_Stabilization_Fund_Cap.pdf
http://www.texaspolicy.com/library/doclib/2016-09-PP19-LeakyUmbrella-CFP-GinnHeflinSmitherman-2-.pdf

Conservative Texas Budget Coalition:
Keys for the 2017 Legislative Session

Pass a conservative budget such that the 2018-19
budget increase is below pop+inf of 4.5%

Eliminate the business margin tax

Provide meaningful property tax reform

Reform the state’s weak tax and expenditure limit
Create the Sales Tax Reduction (STaR) Fund
Increase budget transparency

Gov’t spending is ultimately paid for by taxation,
so we must control spending to have the best
opportunity for Texans to prosper. TexasLubdiePolic)


http://www.texaspolicy.com/content/detail/conservative-texas-budget
http://www.texaspolicy.com/content/detail/margin-tax
http://www.texaspolicy.com/content/detail/property-tax
http://www.texaspolicy.com/content/detail/tax-and-expenditure-limit
http://www.texaspolicy.com/content/detail/sales-tax-reduction-fund
http://www.texaspolicy.com/content/detail/transparency-and-budgeting
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