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KEY POINTS

e Local governments have
the financial resources
they need to address
local transportation
challenges.

e City budgets are
growing at a faster
rate than the amount
needed to maintain
essential services, as
measured by the sum
of population plus
inflation.

e Local governments
should set priorities
by redirecting
excess spending to
transportation.
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Local Governments Can Prioritize
Spending to Address Transportation Crisis

Our state’s transportation needs are substan-
tial. Highways are congested, roads need to be
repaved, and a number of new projects must
be completed in order to keep pace with an
influx of new residents.*

While everyone understands that Texas faces
transportation challenges, few can agree on
how to solve them.

Some officials suggest a statewide gas tax in-
crease is called for, while others believe rais-
ing transportation taxes at the local level is
the answer.

Approaches like these, however, increase gov-
ernment revenue without consideration for
government spending, funding priorities, or
taxpayer pocketbooks.

There is a better solution.

To address local transportation needs, local
governments should first conduct a com-
prehensive review of their budgets and di-
vert excess spending to fund transportation.
Since local governments typically outspend
the amount needed to maintain essential ser-
vices—as measured by the sum of population
plus inflation’—their budgets often have large
amounts of spending that can be redirected to
“crisis” areas like transportation.

To illustrate just how much local govern-
ments spend above the population plus infla-

tion measure, look to the budgets of four ma-
jor Texas cities: Austin, Dallas, El Paso, and
San Antonio.

Austin

Since the mid-1990s, the city of Austin’s bud-
get has consistently grown faster than the
population plus inflation measure. As a re-
sult, expenditures are now much larger than
they otherwise should be.

In fiscal year (FY) 1995-96, Austin’s budget
totaled $1.21 billion;' just a few short years
later in FY 2000-01, the city’s budget had
grown to $1.77 billion;* and by the time of the
FY 2007-08 budget, city spending had grown
to more than $2.46 billion.’

All told, Austin’s budget has increased 103
percent from FY 1995-96 to FY 2007-08.
Meanwhile, the city’s population growth plus
inflation has grown by only 71 percent over
that same period.

As illustrated in Figure 1, the city of Austin’s
actual spending has grown at a much faster
rate than spending adjusted for population
growth plus inflation in nearly every fiscal
year. By spending at a rate that is higher than
population plus inflation, the city is expand-
ing government in areas other than high-pri-
ority areas, such as transportation.

"By 2030, the U.S. Census Bureau estimates that the projected population in Texas will reach 33.3 million.

1 As measured by the Consumer Price Index (CPI).
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Figure 1: City of Austin: Actual Spending vs. Spending Adjusted for Population plus Inflation
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Source: City of Austin, Budget Office; Census Bureau; Bureau of Labor Statistics

Figure 2: City of Dallas: Actual Spending vs. Spending Adjusted for Population plus Inflation
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Dallas

In the city of Dallas, similar results were found when com-
paring actual budget growth with a budget adjusted for
population plus inflation.

Beginning in FY 1996 and ending in FY 2008, the city of
Dallas outspent the population plus inflation measure in
every fiscal year resulting in a budget that has grossly ex-
ceeded its optimal size.

In FY 1995, Dallas’ budget totaled nearly $1 billion.* By FY
2008, the city’s spending had ballooned to almost $1.93 bil-
lion® causing expenditures to increase by 93 percent in less
than 15 years.

By comparison, Dallas’ population growth plus inflation
increases totaled only 66 percent in the same length of
time. The difference in actual budget growth versus budget
growth adjusted for population plus inflation is illustrated
in Figure 2.

As seen in the Figure 2, the difference in actual expendi-
tures and adjusted expenditures is significant. Dallas city

officials who are serious about the solving their transporta-
tion “crisis” should begin with a thorough examination of
their budget to look for areas of excess spending because the
city’s current spending clearly exceeds the amount needed
to keep pace with growth in population and inflation.

El Paso
In every fiscal year since 1995, the city of El Paso has spent
more than the population growth plus inflation adjusted
measure.

Between FY 1995 to FY 2008, the city’s actual expenditures
increased from $375.6 million® to $663.9 million” resulting
in a 77 percent growth. The city’s population plus inflation
measure increased by only 51 percent in that same period.

Spending in the city of El Paso is well above the amount
needed to keep pace with population growth and inflation
as Figure3 demonstrates. It is also interesting to note that
even when the city’s population declined by nearly 50,000
between 1999 and 2000, the city’s budget still grew by 3
percent.

Figure 3: City of El Paso: Actual Spending vs. Spending Adjusted for Population plus Inflation
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With budget growth occurring virtually every fiscal year,
a reasonable person could assume that the city has excess
funding it could shift to pay for transportation, if additional
revenue is needed.

San Antonio

In fiscal year 2008, the city of San Antonio spent over $1.43
billion®*—up from $647 million® in FY 1995. In a little more
than a decade, the city’s budget has increased by over 120
percent.

Meanwhile, the city’s population growth plus inflation
measure has only increased by 66 percent—or about half* of
the growth in actual expenditures.

The discrepancy between actual budget expenditures
and the growth in population plus inflation has increased
significantly since FY 1995 demonstrating that city officials
are spending well above the amount needed to keep pace
with growth.

Population Growth plus Inflation as an
Appropriate Measure

The conclusions in this report rely on the assumption that
the population plus inflation growth measure is a legitimate
indicator of the appropriate size of government.
Although some critics will contend that measure
misrepresents governments true operating costs, the
Foundation contends that governments’ requests from
taxpayers will always outstrip available resources and, as
such, without a definitive growth measure to limit the growth
in government spending, the system will be unsustainable.

Conclusion

Texas’ mobility needs are an issue that state and local leaders
should be addressing on a continual basis—as crowded
streets, burgeoning metropolises, and a projected population
of 33.3 million'® are in our future.

Figure 4: City of San Antonio: Actual Spending vs. Spending Adjusted for Population plus Inflation
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* 2008 population estimated

" Population estimates for the city of San Antonio for 2008 are not yet available. The population estimate used in this study is based on mean percentage

growth from previous years.
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The state’s transportation challenges are not insurmountable
nor do they require massive tax and fee increases like those
being considered in the Legislature now. There is a fiscally
responsible answer.

Using the funds already in local budgets—funds that exceed
whatisneeded to keep pace with growth—local governments
have the ability to augment transportation funding now.
They can do so by diverting excess spending—the amount
spent above the population plus inflation measure—to this
“crisis” area. And as we have previously identified, these
figures are substantial.

o From FY 1995-96 to FY 2007-08, the city of Austin’s
actual expenditures grew by 103 percent while the sum
of population plus inflation increased only 71 percent.

o From FY 1995 to FY 2008, the city of Dallas’ spending
increased 93 percent while the sum of population plus
inflation increased only 66 percent.

« From FY 1995 to FY 2008, the city of El Paso’s spending
increased 77 percent while the sum of population plus
inflation increased only 51 percent.

o From FY 1995 to FY 2008, the city of San Antonios
spending increased 121 percent while the sum of
population plus inflation increased only 66 percent.

In these tough economic times, it is unfair for local
governments to ask taxpayers for additional revenue when
their budgets already have elevated levels of spending. If
transportation does indeed require increased funding, then
local governments should first look internally, rather than
falling back on the tired old sentiment of simply raising
taxes. *
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