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Te x a s  C o m p t r o l l e r  o f  P u b l i c  A c c o u n t s 

January 17, 2008

Ladies and Gentlemen:

Growing Texas’ economy is vitally important to the prosperity and quality of life of all in 
the state. As Comptroller, I am committed to creating an environment in which a healthy 
economy can fl ourish by assisting communities and businesses in their eff orts to create new 
jobs and improve the standard of living of all Texans.

One of my responsibilities as Texas Comptroller is to analyze factors aff ecting the state’s 
economy. So, my offi  ce will begin releasing a series of reports highlighting economic 
development issues unique to the various regions of this state.

Texas in Focus: A Statewide View of Opportunities is the fi rst of these reports. It provides 
information on the cross-cutting issues that aff ect the state as a whole. Decision makers 
across Texas will be able to use these reports as a tool to drive growth in their regions.  

Th e Texas economy is on the brink of a new era. How Texans meet these challenges is 
important for continued growth. I hope you will fi nd this report helpful in meeting these 
challenges.

Sincerely,

Susan Combs
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Texas is a unique state. Its

enormous size, diverse 

population and vast natural 

resources have shaped it’s econ-

omy into the growing, thriving 

powerhouse it is today. As the 

second-largest state in the U.S., 

Texas plays a signifi cant role in 

the national economy. In fact, 

if Texas were a nation, it would 

rank 10th on the list of the 

world’s largest economies.

Economic growth plays a critical role in the 

well-being of all Texans by generating jobs 

and prosperity, providing us with oppor-

Introduction

tunities to obtain a better quality of life. A 

vibrant economy ensures a successful Texas.

A strong Texas economy is also crucial in 

maintaining the state’s leadership role in 

both the nation and the world. Increasing 

globalization makes it vitally important for 

Texas to use and extend its competitive ad-

vantages, which come from our wide knowl-

edge and skills, our cutting-edge innovation 

and our legendary entrepreneurial culture.

A vigorous economy gives Texans the op-

portunity to expand their abilities, perfor-

mance and potential. And the role of state 

government is to create an environment in 

which a healthy economy can fl ourish.

One of the responsibilities of the Texas 

Comptroller of Public Accounts is to analyze 

DID YOU KNOW?

The Comptroller’s offi  ce 

pays and audits the 

state’s bills, monitors 

expenditures, operates 

the treasury, collects 

and enforces sales 

taxes, estimates 

revenue and 

disseminates vital 

information about the 

Texas economy.
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factors aff ecting the state’s economy and to 

use this information in the biennial forecast 

of state revenue. For this reason, it is vitally 

important to keep our fi ngers on the pulse of 

the state, to detect changes as they occur and 

to identify trends that will aff ect the future.

Texas in Focus: A Statewide View of Oppor-

tunities is the fi rst in a series of reports that 

will be released by this offi  ce over the next 

few years. Th is volume takes a look at cross-

cutting issues aff ecting the state as a whole. 

In the 12 volumes to follow – one for each 

of the Comptroller’s economic regions – we 

will explore these issues in more detail at the 

regional level.

Th e purpose of these reports is twofold. 

First, it is a way to share information on the 

forces that are driving change in Texas and to 

present factors that may pose challenges to 

the state as a whole, aff ecting the economy.

Second, decision makers across Texas – 

state, county and city offi  cials, chambers of 

commerce, economic development corpora-

tions and many others who work tirelessly to 

drive growth in their regions can use these 

reports as a tool. Th ey can use this informa-

tion to stay on top of the important issues 

facing the state. It can give them an edge as 

they continue working to keep their local 

economies thriving, providing greater op-

portunities and a better quality of life for the 

people of Texas with each passing year.

Th e continued success of the Texas 

economy depends on how our business and 

community leaders tackle the challenges that 

confront us and capitalize on the opportuni-

ties we have. Many of these challenges facing 

Texas are not exclusive to any one region; 

these are issues that aff ect all regions across 

the state. Th e following are brief previews of 

the cross-cutting issues that will be discussed 

in this report. 

Demographics
A growing economy needs a growing 

population, and Texas has it! But we are 

not only growing, we’re changing in many 

other ways as well. Th e demographic data are 

compelling: Texas is becoming older, more 

diverse and more urban.

Infrastructure
Infrastructure plays a huge role in deter-

mining economic viability. Critical challeng-

es in water, energy and transportation face us 

as we not only try to maintain our current 

infrastructure but to expand it to meet our 

growing needs.

Health Care
Health care is one of the fastest-growing 

sectors of the Texas economy. Rising health 

care costs, however, are among the largest 

obstacles confronting many Texas businesses. 

A viable and eff ective health care system that 

provides aff ordable care and greater access 

to Texans will be “healthy” for the Texas 

economy as well.

Education
Texas’ most vital resource is the talent and 

ingenuity of its people. Th ere’s no limit to 

what we can achieve if we have the educa-

tion and skills needed to compete in today’s 

global economy. Starting early in life, our 

children must receive a good education and 

the ability to perform the jobs that will drive 

the economy in the future.
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Economic Development
Th e best way to provide increased op-

portunities is to ensure economic growth. 

Th e outlook for Texas is good, and there are 

many resources to help businesses grow.

Th e Texas economy is on the brink of a 

new era, driven by globalization, demo-

graphic changes, environmental concerns 

and technology. How Texans will meet these 

challenges is important for continued growth 

and advancement in years to come.
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Texas had an estimated population of more 

than 23.5 million in 2006, or 12.7 percent 

more than in 2000.2 In 2006, the U.S. Cen-

sus Bureau estimated that more than half of 

all Texans — 52 percent — were aged 25 

to 64. Th ose under the age of 25 accounted 

for 38 percent of the population, while 9.9 

percent were aged 65 or older (Exhibit 1).

Nationally, the percentages are similar: 

34.5 percent were under the age of 25, 53.1 

percent were aged 25 to 64 and 12.4 percent 

were aged 65 and older (Exhibit 2).3

Texas has an aging population. From 1980 

to 2005, the population of Texas as a whole 

rose from 14.2 million to 22.9 million, or 

about 60.7 percent. Over the same time 

period, the number of Texans aged 65 and 

Texas is one of the fastest-

growing states in the nation. 

Since 2000, the state’s population 

has increased by 12.7 percent, 

nearly twice that of the nation 

(6.4 percent).1 Our growing popu-

lation is becoming older, less rural 

and more diverse. Th ese changes 

will require business and commu-

nity leaders to address the needs 

of maintaining and building our 

infrastructure, coping with the 

cost of health care and providing 

the educational system we need to 

compete in a global economy.

Demographics

DID YOU KNOW?

Texas has the 

nation’s largest rural 

population, with more 

than 3.6 million rural 

residents in 2000.
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over grew at a faster rate, 65.7 percent, from 

1.4 million to 2.3 million.

In 2006, 48.3 percent of Texans were 

White; 35.7 percent were Hispanic; 11.4 

percent were Black; and 4.6 percent fell into 

the “other” category, which includes persons 

of American Indian, Asian and Hawaiian 

descent, among others. Th is is in contrast to 

the U.S. as a whole, which was 66.4 percent 

White, 14.8 percent Hispanic, 12.3 percent 

Black and 6.6 percent “other” (Exhibit 3).4 

Hispanics are the fastest-growing population 

group in Texas. Th e Hispanic population in 

Texas has grown by 10.9 percent since 2000, 

when Hispanics accounted for 32 percent of 

the Texas population.5

Texas became a “majority-minority” state 

in 2004, meaning various ethnic minority 

populations now outnumber Whites. Other 

“majority-minority” states include Hawaii, 

New Mexico and California.

Nearly 30 percent of Texas households had 

incomes of less than $25,000 in 2005, while 

another 28 percent had incomes between 

$25,000 and $49,999 (Exhibit 4). Th e me-

dian income for Texas households in 2005 

was $42,139, 8.9 percent less than the U.S. 

median income of $46,242.6

Although population growth in rural Texas 

has been slow, the state’s overall population 

increased by about 35 percent from 1990 to 

2005. Th e entire state is expected to con-

tinue to grow over the next 40 years, with 

the urban areas growing the most and rural 

areas growing more slowly than urban areas. 

Population trends show that more people are 

moving from rural areas to urban/suburban 

areas. An estimated 86 percent of the 23 mil-

lion people living in Texas in 2005 resided in 

Exhibit 1

Texas Population by Age, 2006
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Sources: Texas Comptroller of Public Accounts and U.S. Census Bureau.

Exhibit 2

U.S. and Texas Population by Age, 2006

Sources: Texas Comptroller of Public Accounts and U.S. Census Bureau.
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urban areas, while an estimated 14 percent 

lived in rural areas (Exhibit 5).

Texas still has the nation’s largest rural 

population, with more than 3.6 million rural 

residents in 2000 (Exhibit 6). While the 

state’s rural population increased between 

1990 and 2000, from 3.2 million to 3.6 

million, faster urban growth meant that the 

rural share of the state’s population actually 

fell from 18.8 percent in 1990 to 17.5 per-

cent in 2000. 7 Since then, the U.S. Census 

Bureau estimates that the portion of Texans 

living in rural areas has continued to fall to 

14 percent in 2005.8

Between 2000 and 2005, 11 of Texas’ 

“metro” counties — counties with one or 

more urban areas — saw population increas-

es of at least 20 percent, while 93 non-metro 

counties experienced losses (Exhibit 7). 

Metropolitan areas were far more likely to 

grow than their rural counterparts.

Demographic Shifts
Th e continuing shift of Texas’ population 

from rural to urban areas presents challenges 

and opportunities for both areas. In urban 

areas, while a rising population has spurred 

tremendous economic growth and diver-

sifi cation, it has also prompted a need for 

new and expensive roads, more construction 

and expanded water and sewer systems. Th e 

expansion of urban areas aff ects agricultural 

production by increasing the cost of land 

and disrupting transportation routes. And 

city governments can be hit by shrinking 

tax bases as people, businesses and industry 

move to suburban areas.9

As people move into metropolitan areas 

and away from rural areas, problems result 

Exhibit 4

Texas Household Income, 2005

Household 
Incomes

Number of 
Households (1,000) 

Percent 
of Total

Less than $25,000 2,369 29.7%

$25,000 to $49,999 2,198 27.6%

$50,000 to $74,999 1,412 17.7%

$75,000 to $99,000 832 10.4%

$100,000 to $149,999 725 9.1%

$150,000 to $199,999 226 2.8%

$200,000 and over 216 2.7%

Total 7,978 100.0%
Source: U.S. Census Bureau.

Exhibit 3

U.S. and Texas Population by Ethnicity, 2006
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from an aging infrastructure that needs to be 

replaced or repaired, an expensive but essen-

tial investment. In cases where metropolitan 

areas are expanding into areas that had been 

rural, water and sewer systems require main-

tenance and expansion to meet the growing 

needs of the community they serve.

Rural areas may have diffi  culty provid-

ing suffi  cient water systems to provide fi re 

protection and drinking water. Regulatory 

requirements for water, sewer and other ser-

vices have changed and small communities 

may be unable to meet the newer require-

ments.10 And as rural Texans move to urban 

areas in increasing numbers, a shrinking tax 

base may cause infrastructural improvements 

to be unaff ordable.

Future Projections
Th e Texas Data Center and the Offi  ce 

of the State Demographer project that the 

state’s population will increase by 71.5 

percent between 2000 and 2040, from 20.9 
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Exhibit 5

Texas Historical Rural and Urban Populations, 1950-2005

Source: U.S. Census Bureau.
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Exhibit 6

Top Ten States with the Largest Rural Population, 2000

State Rural Population Urban Population Total Population Percent Rural

Texas 3,647,539 17,204,281 20,851,820 17.5%

North Carolina 3,199,831 4,849,482 8,049,313 39.8%

Pennsylvania 2,816,953 9,464,101 12,281,054 22.9%

Ohio 2,570,811 8,782,329 11,353,140 22.6%

Michigan 2,518,987 7,419,457 9,938,444 25.3%

New York 2,373,875 16,602,582 18,976,457 12.5%

Georgia 2,322,290 5,864,163 8,186,453 28.4%

Tennessee 2,069,265 3,620,018 5,689,283 36.4%

Alabama 1,981,427 2,465,673 4,447,100 44.6%

Virginia 1,908,560 5,169,955 7,078,515 27.0%
*Note: 2000 is the most recent year for which data is available.

Source: U.S. Census Bureau.
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By 2020, the Texas Hispanic population is 

expected to outnumber the White popula-

tion (Exhibit 8). Between 2000 and 2040 

the Hispanic population will triple in Texas’ 

urban areas, from 5.9 million to 17.2 mil-

lion. In rural areas, the Hispanic population 

is expected to double, from 777,000 to 1.6 

million.15

In 1980, the Hispanic population of Texas 

was just under 3 million.16 By 2040, there 

will be 18.8 million Hispanics in Texas.17 

million to 35.8 million.11 Th e 2040 pro-

jected population of 35.8 million is a 151 

percent increase from the 1980 population 

of 14.2 million.12

By 2040, the Texas state demographer 

projects that the share of the population 

aged 65 or older in Texas will nearly double, 

to 18.0 percent.13 Nationally, the U.S. Cen-

sus Bureau projects that Americans aged 65 

or older will comprise 20.4 percent of the 

population.14

Exhibit 7

Percent Change in Population, 2000-2005

Source: U.S. Census Bureau.Source: U.S. Census Bureau.
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DID YOU KNOW?

80 percent of Texas’ total 

land area is rural.

In 2040, Texas is 

projected to have 35.8 

million residents. That’s 

a 151 percent increase 

from 1980.
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Th is projection indicates that the Hispanic 

population will grow by 530 percent from 

1980 to 2040. Th ese changes are being 

driven both by high immigration rates and 

high birth rates.

According to the state’s demographer, 

from 1980 to 2040, the White popula-

tion of Texas will grow from 9.4 million to 

11.5 million. Th e percentage of Whites will 

sharply decrease, from 66 percent in 1980 to 

only 32 percent in 2040. Th e Black popula-

tion of Texas will grow from 1.7 million in 

1980 to 3.4 million in 2040. Th e percent-

age of Blacks will decrease slightly from 12 

percent in 1980 to 10 percent in 2040.
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Exhibit 8

Texas Population Growth, 1980-2040
Population projections, in millions

Source: Texas State Data Center.
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Texas has many rivers, but most have 

their origins in the drier areas of the 

state and generally cannot support large 

populations until reaching the central and 

southeastern part of the state. Texas’ gentle 

topography means it also has few natural 

bodies of surface water. Of the state’s 196 

lakes, only Caddo Lake in East Texas is not 

man-made.

Texas also has many underground water 

formations known as aquifers, upon which 

agriculture, many cities and industries 

depend. Aquifers can be ancient bodies of 

water with very little recharge from rainfall, 

such as the Ogallala Aquifer in the Panhan-

dle, or bodies that are continually recharged, 

such as the Edwards Aquifer in Central 

To ensure its continued 

success, Texas will require 

ready supplies of clean water, 

food, energy and an extensive 

network of roads and rails to ship 

commodities and supplies. All of 

these combine to create the in-

frastructure that makes our lives 

possible, healthy and prosperous, 

while fostering economic growth.

Water
Ensuring a plentiful, clean water supply for 

Texas’ growing population continues to be a 

challenge. Texas has enormous climactic vari-

ety; average annual rainfall varies widely.

Infrastructure
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most recent data available), Texas consumed 

15.5 million acre-feet of both ground and 

surface water.19 Th e Texas Water Develop-

ment Board (TWDB) has projected that 

this demand could rise to 21.6 million acre-

feet by 2060.20 An acre-foot is the amount 

of water needed to cover an acre of land to a 

depth of one foot, or 325,851 gallons, about 

the average annual use of two families.

Texas has three state agencies with juris-

diction over water issues. TWDB is respon-

sible for planning and funding projects 

Texas. Not all aquifers contain fresh water. 

Most contain at least some saline water; the 

water in many contains minerals, salts or 

naturally occurring radiation in excess of 

drinking water standards.18 Uses for these 

waters are limited without treatment.

Agricultural producers, urban, suburban 

and rural communities, industries and rec-

reational interests all require water. Careful 

long-term planning and conservation is nec-

essary to provide a limited supply of water 

to an increasing population. In 2004 (the 

Exhibit 9

Average Annual Texas Precipitation, 1971-2000
In inches

Source: Texas Water Development Board.
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DID YOU KNOW?

Of Texas’ 196 lakes — 

Caddo Lake — is the 

only natural lake.
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Texas Hydrology

Texas’ average annual rainfall varies from 

10 inches in the west to 55 inches in the east 

(Exhibit 9).21

High average temperatures, which range 

from less than 70 degrees Fahrenheit in the 

Panhandle to more than 82 degrees Fahren-

heit in the Lower Rio Grande Valley, cause 

water evaporation to exceed precipitation in 

most of the state. Th e result is a semi-arid 

climate (less than 20 inches of precipitation 

annually) in the western half of Texas, except 

that enhance water availability. Th e Texas 

Commission on Environmental Quality 

(TCEQ) is responsible for protecting the 

state’s water quality and allocating the use 

of surface water; groundwater is neither al-

located nor managed by a state agency, with 

a few exceptions (see the Availability sec-

tion). And the Texas Parks and Wildlife De-

partment (TPWD) ensures that the state’s 

wildlife, including the vital fi sh, shrimp and 

oyster industries, have sustainable supplies 

of fresh water.

Exhibit 10

Major River Basins of Texas

Source: Texas Water Development Board.
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Grande Compact Commission, with Texas, 

New Mexico and Colorado representatives, 

manages water sharing among the states. 

Once the Rio Grande becomes an interna-

tional boundary with Mexico, an interna-

tional treaty and commission governs water 

sharing by the two countries.

Th ese rivers fl ow into estuaries, bays and 

eventually the Gulf of Mexico. Th e infl ow 

of fresh water from these rivers mixes with 

the saline gulf waters, creating rich, diverse 

aquacultures supporting economically 

important populations of fi sh, shrimp and 

oysters. Many of these creatures can spawn 

and hatch only in these semi-saline waters, 

later migrating out to the deep gulf to grow 

to adulthood.

According to the National Wildlife Federa-

tion, “95 percent of the Gulf ’s recreationally 

and commercially important fi sh and other 

marine species rely on estuaries during some 

part of their life cycle.”23 TPWD estimated 

that the 2006 shrimp catch was valued at 

nearly $87 million.24 Texas bays also contrib-

ute to the state’s tourism industry and in all 

generate more than $2.5 billion in economic 

activity each year.25

In 2004, Texans consumed 6.3 million 

acre-feet of surface water. Exhibit 11 identi-

fi es the use of this water by sector.

Groundwater

While Texas’ rivers provide water for hu-

man, animal and industrial uses, groundwater 

supports irrigated agriculture and is increas-

ingly important for human consumption. 

Since the 1970s, according to TWDB data, 

groundwater consistently has accounted for 

more than half of all Texas water use.26

in arid far West Texas, with 10 inches or less 

of precipitation annually.

Surface Water

Texas’ 191,000 miles of rivers and streams 

provide about 40 percent of the total water 

used in the state or 15.5 million acre-feet in 

2004.22 Texas has 23 surface water basins; 15 

are major river basins and eight are coastal 

river basins that lie between two river estuar-

ies on the Gulf (Exhibit 10).

Texas has one advantage over other states in 

that 11 of its 15 major rivers begin and end 

within the state’s boundaries, greatly simplify-

ing river management. Th e Canadian River 

in the Panhandle, the Red River in the North, 

the Pecos River in West Texas and the Sabine 

River in the East are shared with neighboring 

states and governed by interstate agreements 

and commissions. Th e Rio Grande is both an 

interstate and an international river. Th e Rio 

Exhibit 11

Texas Surface Water Use, 2004

Irrigation
30.4%

Steam-electric
1.9%

Livestock
3.1%

Municipal
38.4%

Manufacturing
21.0%

Mining
5.2%

Sources: Texas Water Development Board and Texas Comptroller of Public Accounts.
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of eight states, including much of the Texas 

Panhandle. Rainfall is limited in the area, 

and large areas of the surface are covered 

by a layer of nearly impermeable caliche, 

preventing much of the area’s rainfall from 

percolating through the caliche into the 

aquifer.27 Even so, use of Ogallala water is 

substantial; in 2000, for example, about 65 

percent of the estimated 10 million acre-feet 

Groundwater exists in underground for-

mations called aquifers. Texas has nine major 

aquifers and 21 minor ones (Exhibit 12).

Aquifers depend entirely on rainfall for re-

plenishment. In the arid West and semi-arid 

Western-Central area of Texas, replenish-

ment rates are not keeping up with pump-

ing. Th e problem is particularly acute in the 

Ogallala aquifer, which lies beneath portions 

Exhibit 12

Major Texas Aquifers

Note: Outcrop – portion of water-bearing rock unit exposed at the land surface. 
Subcrop – portion of water-bearing rock unit existing below other rock units.
Source: Texas Water Development Board.
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— is owned by the state. TCEQ issues permits 

to applicants on a “fi rst-in-time, fi rst-in-right” 

basis. A permit does not guarantee that water 

will be available; it only means that the permit 

holder is in line to use it. Owners of the most 

senior rights — that is, the oldest permits — 

can take whatever water is available up to the 

limit specifi ed in the permit. Th e remaining 

water is apportioned in sequence to the hold-

ers of junior rights. When drought conditions 

reduce the amount of available surface water, 

generally only senior rights can be exercised.

To acquire a water permit an applicant must 

prove that water is available, that the use is 

consistent with state law and, occasionally, that 

a defi ned amount of water has been obtained 

consistently from a known source, even if that 

use pre-dates the permit system. In fact, of the 

almost 10,000 permits active today, 98 date 

back to the 18th and 19th centuries.31

Texas has an international treaty with Mex-

ico regarding the Rio Grande’s water. Because 

the international border lies in the middle 

of the river, a 1944 agreement controls how 

its water should be divided between Mexico 

and Texas. During the past 15 years, however, 

many disputes have arisen over the quantity 

and timing of water transfers.32

In September 2005, Texas and Mexico 

settled some elements of a long-standing 

dispute over water use in the Amistad and 

Falcon reservoirs on the Rio Grande, with 

Mexico repaying 1.5 million acre-feet of 

water it owed Texas citizens. Although the 

legal aspects of the treaty dispute between 

the countries are settled, some Rio Grande 

Valley farmers and irrigation districts are 

pursuing damage claims in international 

of groundwater used in Texas came from 

this aquifer.28

In 2004, groundwater supplied 59 percent, 

or 9.2 million acre-feet, of Texas’ water. 29 Of 

that amount, almost 80 percent was used for 

agricultural irrigation. Texas cities relied on 

groundwater for 36 percent of their water 

supplies, accounting for 15 percent of total 

groundwater use (Exhibit 13).Th e remaining 

5 percent of groundwater use was for manu-

facturing, mining (generally in the oilfi eld), 

livestock and steam for electricity generation. 

TWDB projects that the amount of ground-

water that can be used under current permits 

with existing pumping facilities will decrease 

by almost a third in the next 50 years.30

Availability

Texas’ surface water — all the water in its 

streams, rivers and lakes, with some exceptions 

Exhibit 13

Texas Groundwater Use, 2004

Irrigation
79.3%

Mining
0.7%

Steam-electric
1.2%

Livestock
1.1%

Municipal
15.4%

Manufacturing
2.4%

Sources: Texas Water Development Board and Texas Comptroller of Public Accounts.
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some of which cover single counties and 

others multiple counties, were created 

under state laws and are governed by locally 

elected board members. GCDs may develop 

well-spacing rules, pumping permits, fees 

and overall pumping limits within their 

districts. Under Texas law, GCD enforce-

ment of its rules is one of only two ways to 

limit groundwater pumping in an area; the 

other is a judgment in Texas courts, although 

the Edwards Aquifer Authority can restrict 

pumping within its statutory boundaries.

courts, alleging that Mexico’s withholding of 

water caused them economic harm.33

Access to Texas groundwater belongs to the 

owners of the land above it. Under the legal 

“rule of capture,” landowners are entitled to 

pump as much groundwater as they can, as 

long as the use is not malicious or wasteful, 

even if pumping it deprives other landown-

ers of water. Once pumped, groundwater 

may be used or sold as private property.

Th e state’s 89 groundwater conservation 

districts (GCDs, or occasionally GWCDs), 

Exhibit 14

Groundwater Management Areas in Texas

Source: Texas Water Development Board.
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Source: Texas Water Development Board.
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mented is dredging reservoirs to increase 

their capacity. However, the cost of dredg-

ing is roughly twice that of building a new 

reservoir.37

A new source of Texas water is desalination. 

Desalination is a promising albeit expensive 

strategy to reclaim fresh water from brackish 

or salt water. “Desal” technology is relatively 

straightforward. Th e most common is reverse 

osmosis, or RO. Source water is pumped 

under extremely high pressure through a 

series of membranes resembling thick rolls 

of wax paper. Th e membranes are capable of 

capturing salt molecules, viruses, bacteria and 

other microscopic organisms and molecules. 

Because the water is so highly pressured, RO 

plants consume large amounts of energy and 

thus are vulnerable to rising energy costs. Th e 

residual waste is generally highly toxic because 

of its high salt content. Injection wells usually 

are used to dispose of the residue deep under-

ground, where it cannot migrate into other wa-

ter sources. Desal plants near coastal areas often 

pipe the residue far out into coastal waters.

Th e potential for brackish groundwater as a 

future resource has received renewed attention 

in eff orts to plan for meeting future water 

needs. An estimated 2.7 billion acre-feet of 

brackish groundwater is available in the state, 

and with RO costs coming down, eff orts to 

access that water have gained importance in 

recent years. Th e Legislature appropriated 

state funding in 2005 to support desalination 

demonstration projects.38

In August 2007, the city of El Paso opened 

a large desalination plant capable of sup-

plying the city and the nearby U.S. Army 

installation at Fort Bliss with 27.5 million 

gallons of drinking water daily (or 30,800 

Separate from but overlying the GCDs are 

the state’s 16 groundwater management areas 

(GMAs) that generally encompass entire 

aquifers (Exhibit 14). Th e GMAs exist to 

bring the GCDs within them together to 

determine the region’s anticipated groundwa-

ter use, supplies and demands. TWDB then 

uses these estimates to aid in planning for 

Texas’ future water resources.34

Texans are employing several strategies to 

extend existing fresh water supplies. Th e fi rst 

and, in some ways, easiest strategy is simply 

to reduce consumption through conserva-

tion. Farmers in the High Plains have greatly 

reduced their groundwater consumption 

in the past 40 years by employing effi  cient 

drip irrigation systems; reducing evaporation 

losses by piping instead of trenching; and 

weaning themselves off  irrigation altogether 

through dryland farming.35 Although these 

techniques have conserved water, the equip-

ment involved generally is expensive, and less 

water may increase the risk of crop failure.

Many if not most urban water utilities have 

conservation programs designed to reduce 

home usage via low-fl ow shower heads, low-

volume toilets, xeriscaping (using low-water 

landscape plants), rain harvesting and drought 

restrictions. Industrial users are encouraged to 

reuse water, often by using “gray water” (that 

is, once-used water, such as water with non-

hazardous contaminants like soap or food 

particles) when drinking water is not required, 

such as watering golf courses.36

Other strategies include using groundwater 

and surface water together when appropriate, 

and removing water-loving plants and brush 

such as juniper and mesquite. One strategy 

suggested by planners but not widely imple-
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standards; and requires permits for the dis-

charge of pollutants into navigable waters.42

Under the terms of the act, states must 

establish standards for how their water bod-

ies are to be used. Th e Texas Surface Water 

Quality Standards defi ne water use as aquatic 

life use, contact recreation, public water sup-

ply and fi sh consumption. About 46 percent 

of Texas’ water bodies were not in compli-

ance with the state’s water quality standards 

in 2000.43 Non-compliance requires state 

and local offi  cials to determine the reasons 

for and sources of pollution and develop a 

plan to correct the situation.

Sustainability

TWDB estimates the Texas population will 

rise from 21 million in 2000 to 46 million by 

2060.44 TWDB expects demand for water to 

increase by 27 percent, from 17 million acre-

feet in 2000 to 21.6 million acre-feet in 2060. 

At the same time, the amount of water that 

can be stored in the state’s existing reservoirs is 

expected to decrease by 18 percent, from 17.9 

million to 14.6 million acre-feet, because of 

increased sediment in the reservoirs.45

Rivers and streams are not limitless resources, 

and their contribution of freshwater to coastal 

estuaries and bays is critical to maintaining 

the health of these uniquely valuable ecosys-

tems. Even before they reach the coast, rivers 

themselves need to contain certain volumes of 

fl owing water to be able to support fi sh and 

wildlife and the surrounding environment.

Th e 2007 Legislature passed House Bill 3 

to determine how much instream water and 

coastal infl ows, or “environmental fl ows,” are 

necessary to maintain viable river and bay 

systems. State leaders will appoint groups of 

acre-feet per year), about 30.8 percent of its 

2006 daily usage.39 Th e water comes from 

the mostly brackish Hueco Bolson aquifer in 

West Texas, and is desalinated by RO. Th e 

cost of the resulting water is expected to be 

$1.65 per 1,000 gallons, which compares 

with current retail rates of a minimum $1.68 

per 1,000 gallons in El Paso, $0.93 in Aus-

tin, $1.41 in Dallas and $3.23 in Houston.40

Distribution

Water used for human consumption in 

municipalities, whether taken from surface 

or underground sources, is piped to water 

treatment plants. Th ese plants fi lter and 

chemically treat the water to bring it to 

drinking water standards. From the treat-

ment plants, the water is then pumped 

through water delivery pipes to the end 

users. Treatment and distribution is an 

energy-intensive process — up to 80 per-

cent of treatment costs are due to electricity 

consumption.41

Treated drinking water is distributed by 

various entities including municipal water 

services, in most urban areas; “municipal utility 

districts” (MUDs), authorized by TCEQ at the 

request of property owners (usually in subur-

ban subdivisions); and by private water supply 

companies. Federal laws including the Clean 

Water Act and the Safe Drinking Water Act set 

water quality standards for such water systems. 

In Texas, TCEQ enforces these standards.

Quality

Th e Federal Water Pollution Control Act of 

1972, better known as the Clean Water Act, 

authorizes water quality programs; imposes 

federal effl  uent limits and state water quality 
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ond produced under the S.B. 1 planning pro-

cess. Water projects and the fi nancing needs 

of approved plans are eligible for state funding 

if and when such funds become available.

TWDB’s 2007 Water Plan identifi es 4,500 

water management strategies that could add 

9 million acre-feet per year to the Texas wa-

ter supply. TWDB estimates that the capital 

costs of these projects — which include 

building new reservoirs, an expensive and 

controversial proposition, as well as desali-

nation plants, conservation measures and 

increased transfers between river basins — 

could cost $30.7 billion in current dollars.48

TWDB also estimates that the cost of 

not implementing these strategies, assum-

ing widespread drought conditions, would 

be about $9.1 billion in current dollars in 

2010 and $98.4 billion in 2060. Without 

planning for expected population increases 

now, a drought in 2060 could mean that 85 

percent of Texans would not have enough 

water to sustain their current levels of use.49 

Whether that level is necessary — and sus-

tainable — is a question for all Texans.

Energy
Like water, aff ordable and readily avail-

able energy is vital to Texas and the Texas 

economy. In 2006, the Texas energy industry 

employed more than 375,000 people, who 

earned $35 billion in wages.50

Energy is used in the form of transporta-

tion fuels, both for personal transport and to 

move goods and provide services to consum-

ers. And energy in the form of natural gas, 

propane and oil can be delivered directly to 

individual houses and businesses and burned 

to heat homes and cook food. Energy in the 

stakeholders for each river and bay system. 

Th ese groups will work with scientists and 

experts to develop recommendations that will 

ensure the ecological soundness of the water 

systems. Th eir recommendations will be sub-

mitted to TCEQ by September 1, 2009.46

Aquifers can be depleted if pumping 

exceeds recharge, a situation now occurring 

in several aquifers in the state. GCDs have 

limited powers to remedy these situations.

Water Planning

In 1997, Texas embarked on a new ap-

proach to water planning with the passage 

of Senate Bill (SB) 1, which divided author-

ity for water planning among 16 regional 

water planning groups (RWPGs), with their 

boundaries drawn to refl ect major basins and 

communities of interest. Each group com-

prises representatives of every major water 

interest, including local governments, indus-

tries, agriculture, small businesses, environ-

mental organizations, electric utilities, river 

authorities, water districts and the public.

Each RWPG is responsible for measuring 

its current water use and projecting popula-

tion changes and future water use; assessing 

water supplies; identifying the location and 

amount of water surpluses and demands; 

evaluating water management strategies; 

receiving public input; and creating a plan to 

meet future needs. RWPGs may also submit 

recommendations for any changes in regula-

tions, administration or statutes needed to 

ensure that the plan succeeds.47

RWPGs must submit their plans to TWDB 

once every fi ve years. TWDB then compiles 

the regional plans into a single State Water 

Plan. Th e 2007 version of this plan is the sec-

DID YOU KNOW?

Texas is the number 

one producer of 

wind energy, natural 

gas, crude oil, and 

electricity in the U.S.
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Texas is the nation’s largest producer of 

biodiesel. Its current production capacity 

is more than 200 million gallons annually, 

with another 87 million gallons in annual 

capacity under construction. In addition, 

Texas has four ethanol refi neries under con-

struction and slated for operation within the 

next year.

Energy Consumption

Texas is also the leading consumer of 

energy in the nation, consuming 12 percent 

of the nation’s total energy or 11,971 trillion 

British thermal units (Btus) of energy each 

year (Exhibit 15).57 California was a distant 

second, using 8,364.6 trillion Btus.58

Texas’ industrial sector accounts for nearly 

20 percent of all U.S. industrial consump-

tion and 53 percent of the state’s total energy 

consumption. Th e U.S. industry sector, by 

contrast, accounts for just 33 percent of the 

total U.S. energy consumption (Exhibit 16).

Texas consumes energy from a wide variety 

of sources, including petroleum, natural gas, 

coal, nuclear power and renewable sources 

such as biomass, hydroelectric, geothermal, 

form of electricity is used for residential and 

commercial heating, cooling and lighting 

and to power appliances and equipment; in 

manufacturing; and for industrial applica-

tions such as petroleum refi ning and chemi-

cal production.

Energy Production

Texas produces more energy than any other 

state in the nation. It leads all states in crude 

oil and natural gas production, accounting 

for 23 percent and 28 percent of total U.S. 

capacity, respectively. Texas has 25 oil refi ner-

ies that have a refi ning capacity of 4.7 million 

barrels of oil per day, approximately one 

quarter of all U.S. refi ning capacity.51

Texas also is home to more than a fourth 

of all U.S. natural gas reserves and nearly a 

quarter of the nation’s crude oil.52 Texas also 

has signifi cant coal deposits coming from 13 

surface mines, including fi ve mines among 

the 50 largest mines in the nation.53

Texas produces a signifi cant amount of 

energy through nuclear power. Texas’ two 

nuclear power plants accounted for 5.2 

percent of total U.S. nuclear power genera-

tion. Texas ranks fi fth in total nuclear power 

generation behind Illinois, Pennsylvania, 

South Carolina and New York.54 In addition, 

Texas has 24 dams that can produce 672 

megawatts (MW) of hydroelectric power.

Th e state also leads the nation in wind 

energy potential and production, accounting 

for 27 percent of the nation’s total installed 

wind energy capacity.55 In September 2006, 

Texas had a total installed wind capacity of 

3,511 MW; West Texas accounted for the 

majority of installed capacity in the state, 

with some in the Panhandle.56

Exhibit 15

Total Energy Consumption by Sector, Texas vs. U.S., 2004
In trillion Btus

Sector Texas U.S.
Texas Share 
of Total U.S. 

Consumption

Residential 1,555 21,243 7.3%

Commercial 1,315 17,721 7.4%

Industrial 6,400 33,415 19.2%

Transportation 2,701 27,900 9.7%

Total 11,971 100,279 11.9%
Source: Energy Information Administration.

DID YOU KNOW?

Texas consumers spent 

over $95 billion on 

energy in 2004.
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Federal and State Regulations

While federal and state regulations and envi-

ronmental standards are intended to ensure that 

we have clean air, they can also have a profound 

impact on the availability and cost of energy. 

Th ese regulations and standards can aff ect 

energy production by regulating and limiting 

discharges from power plants, refi neries, mines, 

wells and other energy enterprises into the air.

In 1970, Congress passed the Clean Air 

Act (CAA), which authorized the U.S. 

Environmental Protection Agency (EPA) 

to establish National Ambient Air Quality 

Standards (NAAQS). Th e goal of the 1970 

CAA was to set and achieve NAAQS in 

every state by 1975. Th e setting of standards 

was coupled with a requirement that states 

develop implementation plans to guide and 

direct their eff orts to reduce pollution levels.

Th e CAA was amended in 1977, to set new 

dates for attainment of air standards, since 

many areas of the country had failed to meet 

the deadlines. Th e CAA was again amended 

in 1990 to meet problems including acid rain, 

ground-level ozone, stratospheric ozone deple-

tion, and air toxics.59 NAAQS, as amended, 

measures six outdoor air pollutants:

ground-level ozone/smog (O• 
3
)

particulate matter (PM)• 

lead (Pb)• 

nitrogen dioxide (NO• 
2
)

carbon monoxide (CO) and• 

sulfur dioxide (SO• 
2
).60

Texas has several large urban areas that do 

not meet the CAA requirements for carbon 

monoxide, particulate matter and ground-

level ozone/smog. Specifi cally, El Paso does 

not meet the standards for carbon monoxide 

wind and solar. In 2004, Texas consumed 95 

percent of its energy from petroleum, natural 

gas and coal (Exhibit 17).

Exhibit 16

U.S. Energy Consumption by Sector, 2004

Texas Energy Consumption by Sector, 2004

Transportation
27.8%

Residential
21.2%

Commercial
17.7%Industrial

33.3%

Transportation
22.6%

Residential
13.0%

Commercial
11.0%Industrial

53.5%

Note: Numbers may not total due to rounding.
Source: Energy Information Administration.
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10 percent of the state’s gross product (Ex-

hibit 19). In the same year, total U.S. energy 

expenditures were nearly $870 billion, or 

about 7 percent of the national gross domes-

tic product.63

Electricity

Texas’ electricity market is both regulated 

and deregulated. Wholesale electricity sales 

between power generators and retail electric 

providers are deregulated across Texas, while 

retail electric sales are deregulated in most 

of the state, but only for privately owned 

utilities, not municipally owned or member-

owned cooperatives. About 60 percent of the 

residents in Texas purchase retail electricity 

in the deregulated market.64 Th e transmis-

sion and distribution of electricity over 

and particulate matter. Houston-Galveston-

Brazoria, Dallas-Fort Worth, San Antonio 

and Beaumont-Port Arthur do not meet the 

standards for eight-hour ground-level ozone/

smog. Th e ground-level ozone standard is 

0.08 parts per million (ppm), as averaged over 

eight hours. Other areas including Austin, 

Corpus Christi and Victoria are close to 

violating CAA standards.61 Th e communities 

listed above have diff erent dates by which they 

must meet the CAA standards or risk losing 

billions of dollars in federal highway funding 

for their areas.62 Exhibit 18 shows the areas 

in the state that are in or near nonattainment 

status and the standards that are in question.

San Antonio, Austin and the Northeast 

region of the state have received Early Action 

Compacts — deferments from the EPA and the 

Texas Commission on Environmental Quality. 

Th ese areas agree to institute pollution-reducing 

measures such as public transportation, public 

behavior advisories (voluntary driving restric-

tions and other public behavior management) 

and voluntary restrictions on business and 

industry to reduce pollution levels; in return, 

they are not subject to federal penalties (loss of 

federal transportation money). Th ese agree-

ments allow the areas’ municipal and county 

authorities to design their own measures to re-

duce pollution, choosing the pollution preven-

tion strategies that best fi t their area.

Energy Spending

Consumers in Texas spend more money on 

energy than those in any other state. Texas 

consumers spent just over $95 billion on 

energy in 2004, or nearly 11 percent of total 

U.S. expenditures on energy. In addition, 

energy expenditures amounted to more than 

Exhibit 17

Texas Energy Consumption, 2004
In trillion Btus

Coal
1,626.0

Nuclear
421.6

Biomass
75.3

Interstate Flow 
of Electricity

60.7
Other
45.2

Petroleum
5,801.3Natural Gas

3,941.2

Note: Biomass includes wood and waste. Other includes hydroelectric, geothermal, wind, photovoltaic, 
solar thermal energy and net imports of electricity.
Source: Energy Information Administration.

DID YOU KNOW?

In 2006, the Texas 

energy industry 

employed more than 

375,000 people, who 

earned $35 billion in 

wages.
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demand is met will be determined by market 

forces and federal and state policies. Th e cost 

of natural gas and policies aimed at reduc-

ing pollution may mean that Texas will need 

to turn to alternative fuel sources as well as 

conservation and effi  ciency to help meet the 

growing demand for energy. Th e state, how-

ever, has access to enough coal and natural 

gas to meet its projected electricity demands 

through 2030 and beyond.

wires remains regulated by the Public Utility 

Commission of Texas in all areas of the state.

Th e three most common fuel sources for 

electricity in Texas and the U.S. as a whole 

are natural gas, coal and nuclear power (Ex-

hibit 20).

Projected Demand for Electricity

Texas’ growing population will boost de-

mand for electricity in all sectors. How this 

Exhibit 18

Texas’ Nonattainment and Near Nonattainment Areas
Under the Clean Air Act

Source: Texas Commision on Environmental Quality.
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uted to the burning of combustible materials 

to produce heat for direct use.

Sixty-eight percent of all direct-use energy 

is used in the industrial sector to manufac-

ture raw materials into fi nished products. 

Chemicals, plastics, metals, food and glass 

Th e federal Energy Information Adminis-

tration (EIA) projects that U.S. commercial 

demand for electricity will rise by 63 percent 

by 2030, while residential demand will rise by 

39 percent and the industrial sector will rise 

by 17 percent. Th e increase in demand will re-

sult not only from population growth but also 

from increased disposable income. Th is will 

result in increased purchases of products and 

additional fl oor space needing electricity.65

Th e Electric Reliability Council of Texas 

(ERCOT), which manages the power grid 

covering about 75 percent of Texas’ land 

area, expects consumption in its power re-

gion to increase by 39.4 percent from 2007 

through 2025, or from about 313 million 

megawatt-hours (MWh) to more than 436 

million MWh (Exhibit 21).66

Meeting Projected Needs for Electricity

Th e fuel sources Texas will use to meet this 

growing demand will likely still be domi-

nated by both coal and natural gas. To meet 

growing future demand, it is also likely that 

the state will make greater use of alternative 

energy sources such as nuclear power and 

wind power, among others. New nuclear 

and wind projects are being proposed and 

considered for approval. Increases in energy 

effi  ciency also will help diminish the pro-

jected growth in demand.

Direct Use Energy

Energy in the form of natural gas, propane 

and oil can be delivered directly to indi-

vidual businesses and houses and burned for 

heating and cooking.

In 2006, 32.4 quadrillion British thermal 

units (Btus), or approximately 32 percent of 

all energy used nationwide, could be attrib-

Exhibit 20

Texas Electricity Generation, by Fuel Source, 2006

Other Gases
1.2%

Nuclear
10.3%

Hydroelectric
0.2%

All Other Renewables
2.0%

Other
0.3%

Coal
36.5%

Petroleum
0.4%

Natural Gas
49.0%

Notes: Other gases include: manufactured gas, coke-oven gas, blast-furnace gas and refinery gas. 
Renewable resources include: biomass, geothermal, solar, wind, ocean thermal, wave action and tidal action. 
Other includes: fuel cells, coal dust, wood and waste products.
Source: Energy Information Administration.

Exhibit 19

Total Energy Expenditures, Texas vs. U.S., 2004
Nominal dollars, in millions

Sector Texas U.S.
Texas Expenditure 

as a Share of the 
U.S. Total

Residential $14,247 $190,734 7.5%

Commercial $9,715 $137,749 7.1%

Industrial $39,090 $176,497 22.1%

Transportation $32,070 $364,337 8.8%

Total $95,122 $869,319 10.9%
Note: Numbers may not total due to rounding.

Source: Energy Information Administration.
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are all made through such processes. In 

2006, 21,586 trillion Btus of energy were 

used nationwide to turn raw materials into 

fi nished products.67

According to EIA, in Texas, natural gas ac-

counted for 43 percent of the home heating, 

electricity accounted for 49 percent, lique-

fi ed petroleum gas accounted for 6 percent 

(including propane) and the remaining 2 

percent was from other sources.68

Direct-use energy also heats commercial 

buildings throughout the nation. In 2006, 

3,927 trillion Btus of direct-use energy were 

used to heat commercial buildings; this in-

cludes the use of natural gas and fuel oil.69

Transportation Energy

As America has become more reliant 

on transportation, more and more of the 

nation’s energy has been devoted to this 

purpose. In 2006, the U.S. expended 28.4 

quadrillion Btus, or about 28 percent of all 

energy use nationwide, for transportation. 

Transportation’s share of the nation’s total 

energy usage has risen steadily since 1973. 

In 2004, Texans used 2,701 trillion Btus of 

fuel to transport people and goods from one 

place to another (Exhibit 22).70

In the same year, the U.S. devoted just 

over 81 percent of its transportation energy 

to transportation used on local roadways 

and highways; the other 19 percent was used 

for other forms of transportation, such as 

airplanes, railroads and waterborne craft.71

Transportation Infrastructure
Texas’ transportation system is vital to its eco-

nomic prosperity. Indeed, because of the state’s 

sheer size, its large and growing population 

Exhibit 22

U.S. and Texas Transportation Fuel Sources, 2004
In trillion Btus

Fuel 
Source

U.S. 
Amount of 
Fuel Used

Percent
Texas 

Amount of 
Fuel Used

Percent

Petroleum 

Products
26,914.9 96.7% 2,640.2 97.8%

Natural 

Gas
607.7 2.2% 57.5 2.1%

Ethanol* 299.3 1.1% 2.4 0.1%**

Electricity 24.2 0.1% 0.3 0.1%**

Total 27,846.1 100.0% 2,700.4 100.0%
*On the original EIA document, ethanol is listed twice: blended into motor gasoline and included in motor gasoline 

category; and it is shown separately to display the use of renewable energy by the transportation sector.

**Ethanol and electricity used as fuel in Texas accounts for 0.1 percent of the total transportation sector fuel in 

the state, combined.

Source: Energy Information Administration.

Exhibit 21

Electricity Consumption Forecast 
2007-2025 ERCOT Power Region
In megawatt hours

Source: The Electric Reliability Council of Texas.
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eled in a one-way direction regardless of the 

number of lanes) of road and carried about 74 

percent of the state’s vehicular traffi  c. Includ-

ed are 28,357 miles of U.S. and state high-

ways, carrying 36 percent of traffi  c (including 

22 centerline miles of toll roads); 40,996 

miles of farm-to-market roads, carrying 11 

percent of traffi  c; 9,953 miles of interstate 

highways and frontage roads, carrying 26 

percent of traffi  c; and 339 miles of parks and 

recreation roads, carrying less than 1 percent 

of traffi  c. An additional 65 centerline miles of 

toll roads are under construction.76

In fi scal 2004, Texas also had about 143,578 

centerline miles of county roads and 78,990 

centerline miles of city streets that are not con-

sidered part of the state highway system.77

Highways are also used to transport goods. 

Trucks move more freight to, from and 

within the state than any other mode of 

transportation. In 2002, almost 1 billion 

tons of freight, valued at $866 billion, were 

moved by truck in Texas, or about 46 per-

cent of all freight moved in Texas that year. 

Th is percentage is expected to increase to 52 

percent by 2035, with an anticipated 2.3 bil-

lion tons valued at nearly $3.2 trillion.78

Funding

Texas funds its transportation system 

primarily through federal transportation aid, 

state and federal motor fuels taxes (20 cents 

per gallon and 18.4 cents per gallon, respec-

tively), motor vehicle registration fees, bond 

proceeds and toll road revenues. Th ese taxes 

and fees amounted to nearly $7.7 billion in 

fi scal 2007.

For the 2006-07 biennium, the Legislature 

appropriated $15.2 billion to TxDOT to 

and its proximity to Mexico and the Gulf of 

Mexico, Texas transportation aff ects the entire 

nation’s economy and quality of life. U.S. trade 

with other countries, both import and export, 

relies on the Texas transportation system. Ac-

cording to the U.S. Bureau of Transportation 

Statistics, Texas has seven of the top 50 water 

ports (in terms of total tonnage) in the U.S., 

and more products and goods are shipped in 

and out of Texas than any other state.72

Over the past century, Texas has created a 

transportation system with few rivals.73 Ac-

cording to the Texas Almanac, Texas leads the 

states in total road and street mileage (300,000 

miles), total railroad mileage (more than 

10,000 miles) and total airports and airstrips 

(about 1,800).74 Texas has 49,829 bridges; 

423 miles of intracoastal waterways along the 

entire length of its coast; and 28 ports.75

Future growth in Texas’ population will 

bring challenges for the transportation 

system, forcing the state to increase capacity, 

repair deteriorating infrastructure facilities, 

decrease or at least control traffi  c congestion 

and address safety issues — while also meet-

ing state and federal air pollution standards.

Roadways

Th e Texas Department of Transportation 

(TxDOT) is responsible for the mainte-

nance and enhancement of the state highway 

system and allocating state and federal money 

to local areas to assist them with the con-

struction and maintenance of local roads and 

streets. In addition to these funds, commu-

nities also fund road projects through local 

taxes and bond packages.

In 2007, the state highway system consisted 

of about 79,645 centerline miles (miles trav-

DID YOU KNOW?

Texas motor fuels tax 

totaled $3.1 billion, 

about 8.3 percent of 

tax collections (and the 

fourth-highest tax in 

revenues) in fi scal 2007.
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TxDOT either completes the work or contracts 

it out to a private construction fi rm.

In fi scal 2007, the TMF contained $2.3 

billion that can be used to support bonds is-

sued to fund transportation projects. Exhibit 

24 provides a breakdown of the funding in 

the Texas Mobility Fund.

Road Capacity

In fi scal 2006, Texans owned 20.1 million 

registered vehicles, second only to Califor-

nia.80 In the same year, the state had about 

17.7 million citizens of driving age (16 years 

or older), equating to an average of 1.1 regis-

tered vehicles per citizen of driving age.81

Over the last 25 years, Texas’ population 

increased by 57 percent and road use grew 

by 95 percent, but the state’s road capacity 

grew by just 8 percent. TxDOT estimates 

that the state’s population will increase by 

another 64 percent over the next 25 years; 

road use will grow by 214 percent; and state 

road capacity will increase by just 6 percent, 

if current fi nancing patterns continue.

TxDOT and regional metropolitan plan-

ning organizations (MPOs) have identifi ed 

$188 billion worth of transportation projects 

needed to achieve an acceptable level of mobil-

ity, as determined by MPOs and the citizens 

they represent, in Texas communities by 2030. 

According to TxDOT, however, traditional 

funding mechanisms will provide only $102 

billion over that period. Th is leaves the state 

with a signifi cant funding gap. To help off set 

it, TxDOT is partnering with private compa-

nies to fi nance, build and operate toll roads.82

Toll roads on the Texas state highway 

system currently include about 22 centerline 

miles on State Highway 255 (formerly the 

build and ensure safe and effi  cient roadways. 

Th is amount represented a 24 percent or 

$2.9 billion funding increase over the total 

for the 2004-05 biennium (Exhibit 23).79 

describes TxDOT various funding sources.

In addition to these funds, TxDOT also can 

use construction funds from the Texas Mobility 

Fund (TMF). Th e TMF is composed of money 

collected primarily from drivers with traffi  c vio-

lations; bonds are issued on the balance of the 

TMF by the state. Th ese revenues are then al-

located to local transportation planning boards 

for improvements to the state highway system 

only. Once local transportation planning 

boards have decided on a project or improve-

ment on the state highway system in their area, 

Exhibit 23

State Highway Fund, Fiscal 2007
In millions

Revenue Sources Dollars Percent of Total

Federal funds 3,023.3 39.4%

State motor fuel tax 2,227.1* 29.0%

Vehicle registration 969.8 12.6%

Bond proceeds 1,000.0 13.0%

Other 455.2 5.9%

Total State Highway Fund 7,675.4 100.0%
*About a fourth of motor fuels taxes collected in Texas go to fund public education.

Note: Numbers may not total due to rounding.

Source: Texas Department of Transportation.

Exhibit 24

Texas Mobility Fund, Fiscal 2007
In millions

Revenue Sources Dollars

Taxes, Fines, Fees & Misc. $147.0

Bonds Proceeds $2,200.0

Total Texas Mobility Fund $2,347.0
Source: Texas Department of Transportation.
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projects. But in either event, the local entity 

or TxDOT must ensure that there are free 

roads equal to or greater than what existed 

prior to the construction of the toll road 

project.

S.B. 792 also requires TxDOT to assist 

local toll entities in the completion of their 

projects by providing rights of way owned 

by TxDOT and access to the state highway 

system by entering into an agreement with 

the local toll authority.84

Infrastructure Maintenance

As noted above, TxDOT is responsible 

for the preservation and maintenance of the 

state highway system. System maintenance, 

in fact, is the agency’s largest function in 

terms of the number of employees involved. 

In fi scal 2004, 6,466 full-time-equivalent 

TxDOT positions were directly involved in 

the maintenance function, or about 43.5 

percent of the agency’s personnel.

Highway system maintenance includes 

roadway surface improvement, road base re-

pairs, bridge and drainage structure inspection 

and maintenance and road sign and traffi  c sig-

nal repair. It also encompasses litter cleanup, 

roadside mowing, rest area maintenance 

and the repair of damage caused by fl oods, 

hurricanes and other disasters. According to 

TxDOT, 85 percent of its annual funding, 

excluding money from the TMF, is consumed 

by maintenance costs for existing transpor-

tation infrastructure. Th e 2007 Legislature 

appropriated about $5.8 billion for contracted 

and routine and preventive highway mainte-

nance for the 2008-09 biennium.

As noted earlier, Texas has 49,829 bridges, 

about 40 percent more than any other state. 

Camino Colombia Toll Road) and about 65 

centerline miles (currently open or under 

construction) on State Highway 130, State 

Highway 45N and Loop 1 (the Central 

Texas Turnpike Project). An additional eight 

centerline miles connecting Interstate 35 

with State Highway 130 and U.S. Highway 

183 are in the early stages of construction. 

Local toll authorities such as those in Dallas 

and Houston also oversee toll roads, as do 

some regional mobility authorities.

Other toll roads to be developed through 

comprehensive development agreements 

with private transportation infrastructure 

companies are in various stages of planning, 

including:

Trans Texas Corridor-35;• 

Interstate Highway 635 in Dallas;• 

State Highway 121 in Dallas;• 

Interstate Highway 820/State Highway • 

183 from Fort Worth to DFW; and

Loop 1604 and U.S. Highway 281, in • 

San Antonio.

Also, State Highway 99 (the Grand 

Parkway) around the Houston area is a toll 

road.83

To help clarify roles, responsibilities and 

authorities regarding toll roads, the 80th 

Texas Legislature passed Senate Bill 792, 

which establishes several new rules regarding 

toll roads, who builds them and how they 

are fi nanced. Perhaps the most important 

measure in S.B. 792 is that it designates lo-

cal toll entities (county toll road authorities 

and regional tollway authorities) as having 

the fi rst option to build projects within their 

jurisdiction. If local entities do not exercise 

the option, TxDOT may undertake the 

DID YOU KNOW?

The Texas Department 

of Transportation was 

appropriated $8.7 

billion — about 10 

percent of the state 

budget — for fi scal 

2008.
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fi scal 2006, TxDOT contracted with various 

road and bridge construction companies to 

replace or rehabilitate 549 bridges at a price 

of $544.6 million. In addition to the repair 

and replacement contracts in fi scal 2006, 

the agency also had several contracts with a 

combined value of $417.5 million to build 

249 new bridges.85

TxDOT’s maintenance funding also is 

used to maintain the Texas portions of the 

Intracoastal Waterway and two toll-free ferry 

systems. Th e ferry systems connect Port 

Aransas to Aransas Pass and Galveston Island 

to the Bolivar Peninsula. In fi scal 2004, the 

ferry system at Port Aransas transported about 

2.3 million vehicles, while the ferry system 

at Galveston transported about 2.1 million 

vehicles. Maintenance of these ferries and the 

Intercoastal Waterway was appropriated $44 

million for the 2006-07 biennium.86

Congestion

Mobility — the simple ability to travel — 

has long been important to the American 

lifestyle. As more and more vehicles crowd 

our roadways, though, traffi  c congestion is 

having an increasingly debilitating eff ect on 

our quality of life. According to the Texas 

Transportation Institute’s (TTI’s) 2007 An-

nual Urban Mobility Report, in 2005 conges-

tion caused 4.2 billion hours of travel delay 

and 2.9 billion gallons of wasted fuel in 

urban areas in the U.S. Th e study reported 

that the average annual delay per traveler in 

those areas climbed from 14 hours in 1982 

to 38 hours in 2005. Texas had nine cities 

among the 85 largest urban areas.87

Th e TTI report recommended a number of 

solutions to alleviate congestion including:

Th eir average age is 41 years for bridges on 

the state highway system and 30 years for 

those off  the state highway system. As of 

September 2006, 77 percent of Texas bridges 

(38,425) were classifi ed by TxDOT as in 

“good or better condition” or as having a 

“suffi  cient structure” to handle its current 

load and capacity and meet all state and 

federal requirements.

TxDOT conducts routine inspections of 

each bridge at least once every two years, 

classifying them by condition according 

to federal and state requirements. TxDOT 

estimates that Texas has 2,125 “structur-

ally defi cient” bridges. Th ese bridges are 

limited in their load-carrying capacity or 

are frequently under water; they can handle 

their current capacity but create severe traffi  c 

delays. Texas also has 7,802 “functionally 

obsolete” bridges that do not meet current 

design standards and cannot handle today’s 

traffi  c volumes and types effi  ciently. Finally, 

Texas has 1,409 “substandard-for-load-only” 

bridges. Th ese are not structurally defi cient 

or functionally obsolete but have a load 

capacity less than the maximum permitted 

by state law.

Because TxDOT is continually upgrading 

the current bridge system, it is diffi  cult to 

estimate what it would cost to fi x all of the 

state’s bridges to the TxDOT defi nition of 

“good or better status” or that of a “suffi  cient 

structure,” (i.e., bridge meets current federal 

and Texas requirements and is not struc-

turally defi cient, functionally obsolete or 

substandard for load only). To address those 

bridges that are in the most need of repair 

or replacement, TxDOT contracts with 

private companies to fi x these bridges. In 

DID YOU KNOW?

In 2002, freight 

shipments to, from and 

within Texas totaled 

2.2 billion tons — with 

a value of $1.3 trillion.



Susan Combs Texas Comptroller of Public Accounts January 2008

T e x a s  i n  F o c u s :  A  S t a t e w i d e  V i e w  o f  O p p o r t u n i t i e s

31

I n f r a s t r u c t u r e

TxDOT directly maintains 6,315 traffi  c 

signals costing $24.5 million annually. Texas 

has 10,399 crossings between highways 

and railroads. Th e majority of these have 

electronic warning devices.89 In addition to 

TxDOT’s eff orts, the Texas Department of 

Public Safety, county sheriff  offi  ces and mu-

nicipal police forces around the state enforce 

traffi  c and speed laws on Texas roads. Local 

municipalities maintain and service thou-

sands of traffi  c signs, traffi  c control equip-

ment and stop lights across the state.

Air Quality

Improving air quality in Texas’ urban areas 

is an enormously important priority that can 

improve the health and quality of life for all 

Texans and prevent the loss of federal high-

way dollars that are essential to the state’s 

transportation system.

Th e federal Energy Policy Act of 1992 re-

quired state governments to acquire light-du-

ty vehicles powered by alternative fuels and 

to gradually convert their fl eet to alternative 

fuels. 90 In addition to the Act, car manufac-

turers and the public have gradually accepted 

alternative fuels and hybrid technologies.

Since that time, the number of vehicles 

powered by alternative fuels has grown 

signifi cantly. As of March 2007, there were 

more than 10.5 million vehicles using al-

ternative fuel in the U.S. In Texas, 966,000 

vehicles, or about 5 percent of all vehicles 

registered in the state, were classifi ed as 

hybrids, fl exible-fuel vehicles or vehicles ca-

pable of using alternative fuels. (Flexible-fuel 

vehicles can use multiple fuels to power their 

engine, such as either regular gasoline or an 

ethanol-gasoline mix.)91

making the system more effi  cient by • 

rapid removal of crashed or stalled 

vehicles and timing traffi  c signals so that 

more vehicles see more green lights;

adding road and transit system capacity • 

in critical corridors;

relieving chokepoints in both the road • 

and transit system;

changing usage patterns through fl exible • 

work hours and combining trips;

providing choices such as diff erent • 

routes, toll lanes, high occupancy vehicle 

lanes; and

diversifying the residential development • 

patterns in communities to include a 

blending of commercial and residential 

areas within close proximity so that 

walking is a viable option.

According to TTI, “public transportation 

improvements are particularly important in 

congested corridors and to serve major activity 

centers.” TTI advocates the use of mass transit, 

including buses and commuter or “light” rail 

(where appropriate), to help congested areas 

cope with their mobility problems.88

Safety Issues

TxDOT coordinates the Texas Traffi  c Safe-

ty Program and the State and Community 

Highway Safety Program and implements 

the provisions of the Highway Safety Plan, 

which provides communities with state and 

federal grant funding for traffi  c safety proj-

ects. During fi scal 2007, TxDOT funded 

about 860 traffi  c safety programs at a cost of 

$40.9 million. Program topics include safety 

belts, child safety seats, speeding, aggressive 

driving and driving under the infl uence.

DID YOU KNOW?

Texas sales and rental 

tax on motor vehicles 

and manufactured 

housing totaled $3.33 

billion (ranking second 

in tax revenues) in 

fi scal 2007.
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Worth Metroplex has a rail system, Dallas 

Area Rapid Transit (DART) and the Hous-

ton Metroplex has the Metropolitan Transit 

Authority (METRO) of Harris County.

Air Travel

Texas has 303 public-use airports, with 

hundreds more airports and airstrips that are 

exclusively for private use. More than 61,000 

Texans work in aviation, earning about $2.5 

billion in annual salaries. Aviation gener-

ates nearly $8.7 billion in Texas economic 

output.96

More than 91 percent of the state’s popula-

tion lives within 50 miles of a commercial 

airport. In 2003, commercial carriers had 

more than 60 million enplanements in the 

state (that is, persons boarding a plane in 

Texas). Eighty percent of these enplanements 

occurred at one of four airports in the Dallas-

Ft. Worth Metroplex and the greater Houston 

area (Dallas/Fort Worth International, Dallas 

Love Field, Houston George Bush Interconti-

nental and Houston’s William P. Hobby).97

In addition to air passenger travel, air 

freight transport plays a large role in air 

traffi  c throughout Texas, the U.S. and the 

world. Economic growth and development 

drives the need for more air cargo capacity, 

which is being seen in both the Metroplex 

and Houston.

Air freight transport accounts for a small 

portion of all freight transport. In 2002, 

fewer than 300,000 tons of freight valued at 

$20 billion were moved by air in Texas. Th is 

is less than 1 percent of all freight moved in 

Texas that year. Th is share is not expected 

to increase by 2035, with an anticipated 

900,000 tons valued at $105 billion.98

Railroads

Economic development throughout the 

state and the U.S. largely depends on trans-

portation infrastructure in Texas, particularly 

railways. Rail is one of the main modes of 

transporting goods throughout the coun-

try. For an area to have a thriving business 

climate, it must have an integrated way to 

move goods to and from the region for dis-

tribution to destinations in North America.

In 2002, about 271 million tons of freight 

(12.5 percent of the total), valued at $66 

billion were moved by rail in Texas. Th is per-

centage is expected to remain steady at 12.3 

percent through 2035, with an anticipated 

534 million tons valued at $114 billion.92

Texas has more than 10,000 miles of rail-

road tracks, more than any other state. Th ose 

tracks are owned or operated by Union Pa-

cifi c Railroad (6,408 miles), the Burlington 

Northern/Santa Fe Railway (4,645 miles) 

and the Kansas City Southern Railway (379 

miles).93 One intermodal train (trains trans-

porting freight) can take 280 trucks (equal to 

1,100 cars) off  highways.94

Passenger rail, travel primarily for recre-

ational purposes, has become more popular 

in Texas in recent years. Amtrak, which criss-

crosses the state, has seen a signifi cant in-

crease in its ridership in Texas, from 189,594 

riders in 1994 to 267,568 riders in 2004.95

Many experts and citizen groups recom-

mend diversifying our transport systems 

by increasing support for alternatives such 

as public transit. To accomplish this, many 

cities have made signifi cant investments 

in buses, light rail and heavy rail systems. 

About two dozen U.S. cities have some sort 

of rail transit service. In Texas, the Dallas-Ft. 
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in the total tonnage of products imported 

by waterway or seaport, with about 500 

million tons of cargo or about 20 percent of 

the U.S. total.102

Texas’ marine and intermodal transporta-

tion (transportation of goods from ports to 

their eventual destinations) generates nearly 

$65 billion in economic activity annually, 

equivalent to 10 percent of the gross state 

product. Each year, Texas ports generate al-

most $5 billion in local and state tax revenue 

and support nearly a million jobs.

Texas ports also aff ect the national 

economy. Th e Port of Houston is the Gulf 

Coast’s largest container port (that is, goods 

shipped in standardized containers that can 

be transferred directly to trucks or trains). In 

addition, Texas ports generate $9 billion in 

federal import tax revenues each year.

Th e Gulf Intercoastal Waterway (GIWW) 

connects Texas ports with the rest of the U.S. 

In Texas, the GIWW moves more than 73 

million tons of cargo each year. Th is cargo 

is carried on about 40,000 barges, capacity 

equivalent to more than 3 million semis or 

570,000 rail cars.103

Dallas/Fort Worth International Airport 

(DFW) and Houston George Bush Intercon-

tinental Airport (IAH) handle most of the 

air cargo in Texas. DFW handles almost 65 

percent of all international air cargo in Texas, 

with nearly 3 million square feet of cargo 

space.99 In 2006, DFW reached 281,486 tons 

of air cargo.100 A recent renovation of the IAH 

cargo facilities increased the cargo area to 

nearly 900,000 square feet and increased the 

potential capacity to 454,000 tons.101

Ports

Ports, like railroads and air transport, are 

key in moving goods throughout Texas, the 

U.S. and the world, and thus are essential to 

economic growth and development. Texas’ 

ports provide shipping access to internation-

al destinations such as Mexico and Central 

and South America, and even Europe, Asia 

and Africa.

Texas has 28 seaports, of which four — 

Houston, Beaumont, Corpus Christi and 

Texas City — ranked among the top ten 

U.S. ports for total cargo tonnage in 2005. 

In that year, Texas ranked fi rst among states 

Texas Infrastructure Questions for Further Consideration

• What strategies can Texas use to conserve water resources to ensure that all 
Texans have access to clean and aff ordable water?

• How can Texas generate enough aff ordable and clean energy for its rapidly 
growing population?

• What strategies can Texas use to fund new roads, rails and air capacity to meet 
the demand of a rapidly growing population?

• What strategies can Texas use to ensure adequate maintenance of roadways 
and bridges?
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down health care costs for businesses; health 

information data can improve effi  ciency and 

quality of care; and telemedicine can bring 

specialty care or expert primary care to rural 

Texans.

Health care access is closely tied with eco-

nomic development. A healthy work force is 

a productive work force. Preventive medicine 

and chronic disease management decrease 

absenteeism and increase productivity. In ad-

dition, occupations in the health care fi eld — 

doctors, nurses and administrators — are 

generally high-paying jobs.

Health Insurance
One of every six Americans and one in four 

Texans has no health insurance coverage.104 

A number of issues pose 

challenges for the pro-

vision of health care in Texas, 

including limited access to 

health care coverage, workforce 

shortages and the high cost and 

prevalence of chronic disease. 

Th ese issues pose diffi  cult and 

expensive challenges for busi-

nesses, their employees and state 

and local governments.

But some strategies are being developed 

to address these challenges. For example, 

disease management for chronic conditions 

and wellness programs can be used to hold 

Health Care

DID YOU KNOW?

Article II Health and 

Human Services 

agencies were 

appropriated $27.9 

billion — about 33 

percent of the state 

budget — for fi scal 

2008.
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in the state who bear extra costs to pay for 

uncompensated care.

About 5.7 million Texans, or 24.5 percent 

of the state’s population, were uninsured in 

2006. Th at fi gure included about 1.4 million 

children, or about 21.2 percent of all Texans 

aged 18 or younger.107

Texans who are uninsured include moder-

ate- and low-income wage earners; younger 

Texans; employees who do not receive 

insurance through their jobs, including some 

small-business employees; and children in 

low-income families.108

Health Insurance and Small Business

Most Americans receive health coverage 

through their jobs. In 2006, employment-

based insurance covered 59.7 percent of U.S. 

residents. In that year, Texas ranked 47th 

among states including D.C. on this mea-

sure; just 52.2 percent of Texans, or about 

12 million people, had employment-based 

insurance.109

In 2005, businesses with fewer than 50 

employees constituted 72.4 percent of all 

businesses in Texas, and 49.8 percent of 

those companies off ered health care benefi ts. 

In the U.S. as a whole, 62.2 percent of busi-

nesses of this size off ered health benefi ts.110

For the smallest businesses, insurance rates 

are even lower. In Texas, 31.3 percent of 

employers with fewer than 10 employees of-

fered health insurance in 2005. Nationwide, 

43.7 percent of employers of this size off ered 

coverage.111

Cost is the most common reason why 

people do not purchase health insurance. 

According to one annual survey of health 

premiums, costs for family coverage rose 

According to the U.S. Census Bureau, Texas 

has the nation’s highest percentage of unin-

sured residents.106 Th is poses consequences for 

every person, business and local government 

Texas Hospital Facts

Fewer than half of Texas’ 520 hospitals – 44.8 percent, or 

233 hospitals – are for-profi t institutions. Nonprofi t (29.6 per-

cent or 154) and public (25.6 percent or 133) hospitals make 

up the remainder (Exhibit 25).

Most for-profi t and nonprofi t hospitals are located in met-

ropolitan areas, while most hospitals in non-metropolitan 

areas are public hospitals.

Texas is fortunate to have some of the best medical centers 

in the country. A recent ranking by U.S. News and World Re-

port of 193 top hospitals placed 13 Texas facilities on the list, 

ranked nationally in various medical specialties. The Univer-

sity of Texas M. D. Anderson Cancer Center in Houston ranked 

fi rst for cancer treatment, as well as seventh for both ear, 

nose and throat and urology and eighth for gynecology.105

Exhibit 25

Acute Care Hospitals by Ownership Type, 2006

Public

44.8%
(233)

25.6%
(133)

29.6%
(154)

Nonprofit

For-Profit

Note: Numbers may not total due to rounding.
Source: Texas Department of State Health Services.
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Hospitals and the Uninsured

So how do uninsured persons obtain medi-

cal care? In cities with large hospitals, they 

often use emergency rooms for general medi-

cal care. Under federal law, hospitals must 

treat anyone who shows up in their emer-

gency rooms, regardless of their ability to 

pay. Th us emergency rooms often must treat 

many patients with conditions that do not 

warrant this highly expensive care, interfer-

ing with their ability to serve those patients 

who truly need emergency care.

In a news report on this trend, Dr. Bill 

Hinchey, a San Antonio pathologist and 

president of the Texas Medical Association, 

said the uninsured place a signifi cant burden 

on emergency rooms. “A lot of these people 

will get their basic medical care in the emer-

gency room, and that clogs our emergency 

rooms for truly emergent care,” he said.114

A number of Texas public hospitals off er 

community clinics, where care is free or 

low-cost. Th e care provided by these clinics, 

especially for chronic diseases such as heart 

disease, high blood pressure, or diabetes, can 

have positive impacts on a hospital’s bottom 

line. In Austin, Seton Hospital’s director of 

community clinics, Dr. Melissa Smith, stated 

that patients with chronic diseases “…can 

have better care and we can reduce the costs 

for the hospital.”115

Private for-profi t and nonprofi t hospitals 

also off er such clinics, where care can be 

delivered and costs are much less than if they 

were provided in a hospital. Texas Children’s 

Hospital, a nonprofi t hospital, has fi ve pe-

diatric health center locations in the greater 

Houston area, where families have access to 

non-emergency care.116

by an average of 6.1 percent from 2006 to 

2007. Th e average family premium, across all 

types of health plans, cost $12,106 in 2007. 

Workers were expected to contribute $3,281 

toward that coverage.

Th e cost increase of 6.1 percent in 2007, 

while lower than the 7.7 percent rise in 

2006, still outpaced the overall infl ation 

rate by about 3.5 percent and the average 

increase in employment earnings by 2.4 

percent. Since 2001, health insurance premi-

ums have risen by an average of 78 percent, 

while infl ation rose only by 17 percent, and 

worker’s salaries by 19 percent.112

Federal law allows large companies to be-

come “self-insured” — that is, to off er their 

own employee insurance backed with their 

own resources, and to control its costs by 

deciding what sort of coverage to off er. Small 

companies frequently cannot aff ord to self-

insure and lack other options to reduce the 

cost of insurance. Instead, they must pur-

chase coverage from insurance companies at 

higher rates, and if even one or two of their 

employees incur high medical expenses, rate 

hikes may price them out of the insurance 

market entirely.

One factor sending health coverage rates 

upward is Texas’ large population of unin-

sured residents. A 2004 study by the Greater 

Houston Partnership found that hospitals 

shift the cost of providing unpaid health care 

to private insurers, in the form of higher 

charges; insurers, in turn, pass along their 

higher costs in the form of higher health in-

surance premiums. And given rising premi-

ums, private employers may decide to drop 

coverage altogether, thus compounding the 

problem.113
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shortage. In 2005, Texas had 144,602 reg-

istered nurses practicing in Texas, with 85.8 

percent working full time and 14.2 percent 

employed part-time.119

Th e Texas Center for Nursing Workforce 

Studies and the Texas Department of State 

Health Services estimated that Texas will be 

some 71,000 full-time nurses short of the 

number it will need by 2020. If Texas is to 

meet this projected need, its 84 nursing pro-

grams must educate an estimated 25,000 new 

nursing graduates annually by 2020, roughly 

four times the 6,300 who graduated in 2005.120

When nurses are in short supply, hospitals 

must reduce their services, leading to over-

crowded emergency rooms, longer waits for 

elective surgeries and limited or discontinued 

programs.121 More important, the qual-

ity of patient care can suff er. A number of 

studies have found that more hours of care 

by registered nurses lead to better care and 

fewer complications. Increases in registered 

nurse-to-patient ratios have been associated 

with lower hospital-related mortality rates as 

well as shorter hospital stays.122

One of the biggest problems limiting 

nurse training is a lack of qualifi ed nursing 

faculty. Many qualifi ed students are turned 

away each year simply because nursing pro-

grams are full.123 In 2006, the American As-

sociation of Colleges of Nursing estimated 

that U.S. nursing colleges and universities 

turned away more than 32,000 qualifi ed 

applicants, primarily due to a shortage of 

nursing educators.124

In 2005, the Texas Higher Education 

Coordinating Board reported that 12,250 

qualifi ed applicants — 54 percent of the 

total — were not off ered admission to Texas 

Emergency room care for people without 

insurance is largely uncompensated, or un-

paid, by government programs or any other 

third party. But someone has to pay for this 

treatment. In the case of public hospitals, 

local taxpayers end up bearing much of the 

cost through their local property taxes.

And again, hospitals also shift this cost to 

insurers in the form of higher bills, driving 

up the rate of health insurance for both em-

ployers and employees — and driving some 

employers out of the market.

Texas hospitals reported spending $10.2 

billion on uncompensated care in calendar 

year 2005.117 Roughly two-thirds of the cost 

of uncompensated care is borne through 

higher insurance premiums paid by insured 

patients and their employers. Various federal, 

state and local government programs pay the 

remaining third.

In 2005, Texas families spent an extra 

$1,551 in health insurance premiums to cover 

the unpaid health care bills of the uninsured. 

In that year, the average premium cost for 

family coverage in Texas was $11,533, of 

which employers paid about 75 percent and 

families paid about 25 percent. Texas’ aver-

age premium was 7.5 percent higher than the 

national average of $10,728.118

The Nursing Shortage
Hospitals must have enough health care 

providers to pursue their missions eff ectively. 

Th ey rely on a wide variety of specialized 

professions, but the most critical health care 

work force issue identifi ed in the 2005-2010 

Texas State Health Plan, a major state plan-

ning document, issued by the Texas Depart-

ment of State Health Services, was a nursing 

DID YOU KNOW?

In 2006, there were 

639 registered nurses 

and 65 primary care 

physicians for every 

100,000 Texans.



Susan Combs Texas Comptroller of Public Accounts January 2008

T e x a s  i n  F o c u s :  A  S t a t e w i d e  V i e w  o f  O p p o r t u n i t i e s

39

H e a l t h  C a r e

the U.S. earned an average of about $6,633 

(Exhibit 26).126

Th e nursing shortage is even more acute in 

rural Texas, where only 9 percent of Texas’ 

registered nurses practice. Nonmetropolitan 

counties in Texas have a much lower ratio of 

registered nurses to population than urban 

counties. In 2006, urban areas had a ratio 

of 678 registered nurses to 100,000 resi-

dents, compared to 406 registered nurses per 

100,000 in rural areas.127

Some progress has been made in recent 

years, under the Texas Professional Nursing 

Shortage Reduction program. In 2007, the 

Texas Legislature appropriated $7.4 million 

to the Texas Higher Education Coordinat-

ing Board for the program. Th e funding will 

be distributed to nursing programs showing 

nursing programs. (It should be noted that 

this number may include duplicates, since 

students can apply to multiple schools.) 

In 2005, administrators of Texas nursing 

programs reported that many qualifi ed ap-

plicants were not admitted due to a lack of 

budgeted faculty positions, qualifi ed faculty 

applicants and clinical teaching space.125

Texas faculty salaries lag behind what 

nurses with advanced degrees can make in 

other jobs. Nurses with a master’s degree in 

an advanced practice specialty are qualifi ed 

to teach, but often can earn more money as 

nurse practitioners or in advanced clinical 

or administrative positions. For example, a 

Texas instructor in a bachelor’s degree nurs-

ing program earned an average of $5,064 

monthly in 2004, but a nurse manager in 

Exhibit 26

U.S. and Texas Median Monthly Salaries for Nursing Positions

BSN: Baccalaureate of Science in Nursing.
ADN: Associate Degree in Nursing.
Sources: Texas Department of State Health Services, TCNWS’ 2004 Study on Increasing RN Graduates: Admission, 
Progression and Graduation in Texas Schools of Nursing; and Salary.com research database, 2006.

Gross Median Monthly Salary
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Nurse Practitioner (U.S.)
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Assistant Professor teaching
in ADN Programs (Texas)
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ADN Programs (Texas)
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Twenty-seven percent of Texas deaths, or 

41,654 in that year, were due to diseases of the 

heart. And heart disease is expensive to treat. 

According to the Texas Department of State 

Health Services, a 2003 hospital stay related to 

heart disease resulted in an estimated $8,995 

average charge per day. In all, Texas hospital 

charges for heart disease exceeded $5.2 billion 

in 2003. Medicare, the federal health insur-

ance program for elderly and disabled people, 

paid 56 percent of this amount. Commercial 

insurers paid 24 percent and Medicaid, the 

state’s health care program for poor, elderly 

and disabled people, paid about 4 percent.131

Nearly two-thirds (64.1 percent) of Texas’ 

adult population is estimated to be over-

weight or obese. Overweight and obesity are 

linked to an increased risk of heart disease, 

diabetes, and several other chronic illnesses. 

About 7.9 percent of adult Texans have dia-

betes, and the chance of developing diabetes 

goes up with age. An estimated 17.6 percent 

of Texans aged 65 or older have diabetes.132

And today, many children are being 

diagnosed with Type 2 diabetes, a condition 

seen only rarely in children 20 years ago. 

One researcher estimated that between eight 

percent and 45 percent of recently diagnosed 

cases of diabetes among children and ado-

lescents in the U.S. are Type 2 diabetes. Th e 

development of a chronic disease so early in 

life has signifi cant consequences for the costs 

of health care.133 Th e American Diabetes 

Association estimated that direct and indirect 

the costs of diabetes in the U.S. were $132 

billion in 2002. Annual health care costs for 

a person with diabetes was $13,243 in 2002, 

compared to $2,560 annually for people 

without diabetes.134

an increase in the total number of nursing 

graduates at all academic levels. As much as 

$11,850 per new graduate could be earned 

by nursing programs, and the funding must 

be used to create additional nursing faculty 

positions, add salary supplements for nursing 

faculty or expand nursing faculty capacity. 

Th e Nursing Innovation Grant program is 

a competitive grant program designed to 

increase the number of nurse graduates in 

Texas and has focused on recruiting and 

retaining nursing faculty and students. In 

2006-07, $825,556 was awarded to three 

universities that practice “regionalization,” 

under which nursing programs share fac-

ulty, space, and other resources, and another 

$328,540 went to eff orts to ensure that 

nursing students successfully completed their 

programs.128

The Cost of Chronic Disease
Chronic diseases such as heart disease, 

stroke, cancer, asthma, arthritis and diabetes 

are major contributors to the rising costs of 

health care.129 Chronic diseases account for 

three out of every four deaths in Texas and 

the U.S. Such diseases are prolonged, do not 

resolve themselves spontaneously and are 

rarely cured completely.130

Unhealthy behaviors such as poor nutrition, 

tobacco use and inactivity can infl uence the 

development of chronic disease. Tobacco use 

is the most common cause of premature death 

in Texas; more than 24,800 Texans died due 

to its use in 2001 — more than from alco-

hol, automobile accidents and several other 

preventable causes of death combined.

Heart disease takes the largest toll; it was 

the leading cause of death in Texas in 2003. 
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appraisal receives a fi nancial incentive. By 

the fourth year of the wellness program, 79 

percent of employees participated. H-E-B’s 

health care costs were rising by 25 percent 

annually before starting the program, but in-

creased by just 2.9 percent in 2006. In 2005, 

they actually fell, by 3.7 percent.

Dell Computer’s “Well at Dell” program 

off ers on-site wellness and disease manage-

ment programs. A 24-hour health hotline 

can answer employee’s health care ques-

tions. Since Dell’s program began in 2004, 

participants have experienced reduced cost 

increases, primarily due to reduced inpatient 

admissions.137

Health Information
Health information data, maintained elec-

tronically, can be used to improve the quality 

and effi  ciency of health care. Health data 

and health technology range from a simple 

electronic medical records system in a doc-

tor’s offi  ce to complex, interwoven systems 

of doctors, hospitals, specialists, pharmacies 

and labs that can share and update patient 

information electronically. Such informa-

tion can improve the quality of health care 

and patient safety, while reducing admin-

istrative costs and eliminating the need for 

duplicate medical tests.138 In 2004, the U.S. 

Department of Health and Human Services 

estimated that a national health information 

database could save $140 billion annually.139

Electronic medical records can be lifesavers. 

New Orleans residents who fl ed to Houston 

in the wake of Hurricane Katrina in 2005 

lost many things, including their medical 

records. One group of survivors, however, 

came with their medical records intact. For 

Disease Management 
and Wellness Programs

To hold down health care costs due to 

chronic disease, many states and private 

companies have implemented disease man-

agement programs. Th ese programs coordi-

nate health care services delivered to persons 

with a chronic disease or condition, and edu-

cate them about how to care for themselves 

in order to prevent expensive hospitaliza-

tions or the development of further medical 

complications. Patients may be monitored 

more closely, and their doctors may receive 

professional education on the best ways to 

improve the quality of health care. Th e goal 

of disease management is to involve patients 

in their own health care and to improve 

health outcomes while reducing costs.135

In Texas, major companies including 

USAA, H-E-B, and Dell Computer off er 

workplace wellness programs. USAA, a San 

Antonio-based fi nancial services company, 

off ers its employees on-site fi tness centers, 

smoking cessation and weight management 

classes, and healthy food choices in cafete-

rias and vending machines. Th e company’s 

overall wellness program participation rose 

to 68.5 percent in 2005. Employees who 

have participated report signifi cant decreases 

in weight, smoking rates and other health 

risk factors. USAA employees’ claims under 

workers’ compensation insurance have 

declined, as has absenteeism. Th e decline in 

absenteeism alone is expected to save USAA 

more than $105 million over three years.136

H-E-B, Texas’ largest independent grocery 

company with 65,000 employees, operates 

a “Healthy at H-E-B” wellness initiative. 

Each employee who completes a health risk 

DID YOU KNOW?

In 2006, rural areas had 

406 registered nurses 

and 47 primary care 

physicians for every 

100,000 rural Texans.
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Connection links South Austin primary care 

physicians with specialists and the South 

Austin Hospital. Th e program intends to add 

labs and pharmacies to the network as well. 

Physicians using the system will be able to 

see and enter test results, specialists’ con-

sultation notes and hospital visit records on 

their offi  ce computers or at the hospital.145

Telemedicine

Some rural areas lacking in health care 

professionals or transportation to health care 

centers are turning to telemedicine. Telemed-

icine or, as it is sometimes called, telehealth, 

involves the use of information technology 

to provide long-distance health care.146

Using videoconferencing or other special-

ized equipment, doctors can sit in their offi  ces 

miles away from a patient and provide expert 

or specialist care, helping to diagnose or 

treat illnesses. Th ey can see and interact with 

patients and other health care providers by 

the patient’s side. And doctors and nurses in 

remote areas can use telemedicine to learn new 

techniques or continue their medical educa-

tions without traveling hundreds of miles.

Telemedicine can be used to reduce or 

eliminate unnecessary health care costs. A Texas 

Tech physician and burn specialist, Dr. John 

Griswold, said that before telemedicine started, 

burn patients would stay home and get even 

sicker, until they needed hospital care. Now, 

he said, “We’re seeing the patients sooner, with 

almost no complications or readmissions.”147

Telemedicine technology is readily avail-

able, but its cost can be prohibitive. Many 

telemedicine projects obtain funding from 

federal sources or nonprofi t groups, but such 

funding has been limited.148

veterans who sought care at the Michael E. 

DeBakey Veterans Aff airs Medical Center, 

medical histories, lab reports and prescription 

drug records were available immediately and 

in full on an electronic system.140

Yet physicians and hospitals have a long 

way to go in adopting existing technologies. 

Th is means that it is more diffi  cult to use 

medical records to improve medical care, 

measure the quality of care, or reduce errors. 

Federal laws and regulations on health in-

formation privacy pose additional complica-

tions in using such data. Privacy and security 

are key issues in handling patient records.141

Most doctors’ offi  ces and hospitals still store 

medical records on paper. Only one quarter of 

U.S. physicians reported using full or partial 

electronic medical records in 2005.142

A 2005 survey by the Texas Medical As-

sociation found that only 27 percent of 

Texas physicians were using electronic health 

records. Many doctors stated that cost was 

the primary factor preventing them from 

adopting electronic systems. Estimated 

median costs per doctor for automation were 

put at $20,000, and larger groups of physi-

cians reported higher estimated costs.143

A 2006 Rural Health Resource Center 

survey of 58 Texas rural hospitals found that 

only 48 percent of respondents had a formal 

information technology plan. Most had 

computerized health claims submission, pay-

roll and admissions processes, but an over-

whelming 84 percent did not have electronic 

medical records.144

Some Texas communities are develop-

ing regional initiatives to link their medical 

facilities and data electronically. In Austin, 

for example, a pilot program called Critical 
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the way for telemedicine in the state. Since 

1990, Texas Tech has conducted more 

than 18,000 consultations via telemedi-

cine technology. Specialists in orthopedics, 

general surgery, internal medicine, urology, 

gastroenterology, neurology, psychology, 

pediatrics and psychiatry have shared their 

expertise.152 A physician’s offi  ce in Alpine, in 

the Big Bend region, is linked electronically 

to Texas Tech health experts; a school nurse 

in Hart, Texas relies on their expertise as 

well. Texas Tech also operates a correctional 

telemedicine program for Texas Department 

of Criminal Justice (TDCJ) facilities in the 

western part of the state.153

UTMB has used telemedicine since 1995. 

At this writing, the school provides indigent 

medical care in Brazoria and Liberty counties; 

contracts with fi ve school districts and coun-

sels domestic abuse victims at a women’s crisis 

center in Nacogdoches. UTMB’s telemedicine 

system also provides correctional health care 

for inmates at the TDCJ facilities.154

At present, Texas’ Medicaid program 

will not reimburse the cost of telemedicine 

equipment. Furthermore, under current 

Texas rules, Medicaid will provide reim-

bursement only for consultations or inter-

pretations of medical data delivered through 

telemedicine, and for a standard offi  ce visit 

to the remote physician.149

Several recent state laws have provided a 

basis for increased Medicaid coverage of tele-

medicine. Most recently, 2007 legislation re-

quires the Texas Heath and Human Services 

Commission, the state’s Medicaid admin-

istrator, to better provide for reimbursing 

remote consulting physicians and health care 

professionals who are present with a patient 

at the remote site.150 Previously, Medicaid 

would only reimburse the provider at the 

patient’s side for a standard offi  ce visit.151

Texas’ health science centers, most nota-

bly Texas Tech University Health Sciences 

Center and the University of Texas Medical 

Branch at Galveston (UTMB), have paved 

Health Care Questions for Further Consideration

• What types of strategies can Texas explore to address the shortage of 
registered nurses?

• What kinds of programs will help Texas recruit high-quality faculty to nursing 
schools?

• How can rural Texas compete for medical professionals?

• What can Texas do to keep health insurance costs down?

• What can Texas do to make medicine more accessible and aff ordable to rural 
areas, including telemedicine?
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Student Population

Texas has the nation’s second-largest el-

ementary and secondary school enrollment, 

accounting for 9 percent of the U.S. total.155 

Th e state’s 1,031 public school districts, 

including 7,729 campuses, and 191 charter 

operator, including 332 campuses, provide 

early education through twelfth grade for 

about 4.6 million students, 20 percent more 

than ten years ago.156

Th e State Data Center estimates that the 

public elementary and secondary school 

population will grow by about 900,000 be-

tween 2010 and 2040, assuming net migra-

tion rates of about one-half of that experi-

enced during the 1990-2000 decade.157

Th e state’s student population has become 

more diverse over the last decade and will con-

Education is the foundation

for a free and indepen-

dent society. It is the cornerstone 

of economic development and 

the key to excelling in the global 

race for economic success. Most 

importantly, education is the 

path to a bright and healthy 

future for our children.

Public Education
Texas has been a leader among states in tak-

ing steps to improve the quality of its public 

education. It has increased accountability 

and instituted more rigorous curricula, but it 

continues to face challenges in preparing its 

students for success in the 21st century.

Education

DID YOU KNOW?

Public education was 

appropriated $24.4 

billion — about 28 

percent of the state 

budget — for fi scal 

2008.
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education based on school district and campus 

ratings tied to certain measurable indicators. 

Th e system currently uses TAKS test scores, 

alternative test scores for Special Education 

students, annual dropout rates and school 

completion rates.162 Using these indicators, the 

system rates school districts and campuses as 

“Exemplary,” “Recognized,” “Academically Ac-

ceptable” or “Academically Unacceptable.”163

As of August 2007, excluding charter 

schools, 19 Texas public school districts were 

rated Exemplary; 190 were rated Recognized; 

801 were rated Academically Acceptable; and 

21 were rated Academically Unacceptable. Of 

total campuses, again excluding charter opera-

tors, 628 were rated Exemplary; 2,317 were 

rated Recognized; 3,891 were rated Academi-

cally Acceptable; 232 were rated Academically 

Unacceptable; and 661 were listed as “Not 

Rated: Other.”164 Th e latter category includes 

districts and campuses that are not rated in 

the accountability system, such as alternative 

education or early childhood programs.

Th e key criterion of the accountability 

system is the competency of students in 

core subjects as measured by testing against 

academic standards.165 Th e most current 

standards, the Texas Essential Knowledge and 

Skills (TEKS), became eff ective on September 

1, 1998. Texas Assessment of Knowledge and 

Skills (TAKS) testing based on these standards 

began in spring 2003, and accountability rat-

ings using the new tests began in fall 2004.166

Th e 2007 Texas Legislature, however, passed 

legislation that phases out TAKS for grades 

9-12, including the exit-level test required to 

receive a diploma. In its place, beginning in 

the 2011-12 school year, ninth-grade students 

will take end-of-course exams in core subjects, 

tinue to do so through 2040, according to cur-

rent projections. Th e segment with the greatest 

growth is Hispanics, whose share will grow to 

about 60.9 percent of the total; Whites will 

decline to 25.9 percent; Blacks will decline to 

9.5 percent; and “Other” ethnicities will grow 

to 3.7 percent of the total (Exhibit 27).158

In addition, the state’s share of students iden-

tifi ed as Limited English Profi cient (LEP) rose 

from 13.4 percent in 1996-97 to 16 percent of 

all children in 2006-07.159 Th e Texas Educa-

tion Agency (TEA) reports that 127 languages 

are spoken by the state’s schoolchildren.160

Texas also has seen a signifi cant increase in 

the number and percentage of economically 

disadvantaged students in public schools. In 

the 1996-97 school year, about 1.8 million 

students, or 48.1 percent of all Texas stu-

dents, were identifi ed as economically disad-

vantaged. In the 2006-07 school year, about 

2.5 million children — 55.5 percent of all 

Texas students — were considered economi-

cally disadvantaged.161

Accountability

In 1990, the Texas Legislature established 

the state’s fi rst accountability system for public 

Exhibit 27

Ethnicity of Students in Texas Public Schools
1996-97 Actual – 2040 Projected

Ethnicity
1996-97 
Actual

2006-07 
Actual

2040 
Projected

White 45.6% 35.7% 25.9%

Black 14.3% 14.4% 9.5%

Hispanic 37.4% 46.3% 60.9%

Other 2.7% 3.6% 3.7%

Total 100% 100% 100%
Sources: Texas Education Agency and Texas State Data Center.
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the states was 31st, however, and their sci-

ence rank was 35th. In addition, while math-

ematics scores and ranking improved from 

2000, reading and science scores remained 

relatively stable, and the state’s rankings 

declined (Exhibit 29).171

Although Texas’ fourth-graders improved 

their scores during the same time period in 

all three subjects, so did children in other 

including those previously covered in the 

exit-level test. To pass these exams, a student 

must score at least 60 points on a scale of 100; 

to receive a diploma, students must score a 

cumulative average of at least 70 points when 

all tests are considered.167

TAKS testing will continue for students in 

grades 3 through 8 in reading; grades 4 and 

7 in writing; grades 3 through 8 in math-

ematics; grades 5 and 8 in science; and grade 

8 in social studies. Exhibit 28 provides the 

percentage shares of students who passed all 

assessments in the 2006-07 academic year.168

In addition, Texas has also instituted the 

“Student Success Initiative,” which requires 

students to pass the TAKS reading assess-

ment or an approved alternate test in third 

grade, or receive a unanimous decision by 

a school’s grade placement committee, to 

advance to fourth grade. Students must also 

meet requirements for reading and math-

ematics in fi fth grade and in eighth grade to 

be promoted to the next grade.169

A National Center for Educational Sta-

tistics report for 2007, Th e Nation’s Report 

Card, provides interstate comparisons based 

on the National Assessment of Educational 

Progress (NAEP), administered by the U.S. 

Department of Education and a bipartisan 

governing board; the NAEP is a collection 

of tests that measure levels of profi ciency in 

core subject areas.170

Th e report found that Texas eighth-graders 

scored above the national average of 280 in 

mathematics, ranking 15th in the nation; 

their reading scores were tied at the national 

average; and science scores, last measured in 

2005, were slightly lower than the national 

average of 147. Th eir reading rank among 

Exhibit 28

2007 TAKS Results 
Selected Characteristics 
Sum of All Tests, All Grades Tested

Student 
Population

Percent Passing 
All TAKS Tests

State 67%

Black 52%

Hispanic 59%

White 80%

Native American 71%

Asian/Pacifi c 87%

Male 67%

Female 67%

LEP 47%

Economically Disadvantaged 57%
Note: Includes 8th grade Science.

Source: Texas Education Agency.

Exhibit 29

Average Scores for Texas Students in Grade 8 and State 
Rankings, National Assessment of Educational Progress 
2000-2007

Subject
2000 

Average 
Score

2000 
State 

Ranking

2007 
Average 

Score

2007 
State 

Ranking

Mathematics 273 20 286 15

Reading* 262* 26 261 31

Science* 143 28 143* 35
* Reading average score is for 2002; no 2000 score is available. Science average score is for 2005; no 2007 score is 

available. Six states were not included in the Science assessment.

Source: National Center for Educational Statistics.
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2013-14. To measure their profi ciency, all 

states must have a state-defi ned account-

ability system and report “adequate yearly 

progress” toward profi ciency on a state, 

district and campus basis. Th ey must measure 

progress based on annual tests and related 

academic indicators, such as graduation rates, 

and have annual goals designed to ensure that 

all districts and campuses have students profi -

cient by 2013-14.173 To comply with the law, 

Texas measures districts and schools against 

TAKS or alternative test participation and 

performance standards or performance im-

provement standards and against graduation 

rates, if the district or school off ers Grade 12, 

or attendance rates if they do not.174

Parents whose children attend schools 

receiving federal Title I funds (aid awarded 

based on the percentage of students from 

low-income families) that do not meet these 

annual improvement goals for two consecu-

tive years may transfer their child within the 

district, and the district must pay for the 

transportation. If school districts fail to meet 

adequate yearly progress goals for three years 

running, they must provide free tutoring ser-

vices outside the regular school day; schools 

that remain in this status after three years are 

subject to corrective action and restructur-

ing, including takeover or reorganization.

In 2007, 96.8 percent of Texas school dis-

tricts and 67.6 percent of campuses, includ-

ing charters, received Title I funds.175 While 

most of the state’s 1,205 regular and charter 

public school districts measured for adequate 

yearly progress met standards in 2007, 131 

Title I districts and another fi ve non-Title I 

districts did not. Of 7,111 regular and char-

ter campuses measured statewide, 485 Title 

states, causing Texas’ state ranking to decline 

in mathematics and reading (Exhibit 30). 

Th eir mathematics score was higher than the 

national average of 239, their reading score 

tied the national average, and they scored 

one point higher in science.172

Th e federal No Child Left Behind Act 

(NCLB) of 2001 requires all states to have 

students profi cient in math and reading by 

Exhibit 31

Comparison of Profi ciency in Reading and Mathematics
TAKS (Spring 2007) and NAEP (2007)

Grade/
Subject

TAKS
Percent 
Meeting 
Standard

NAEP – 
Percent At 
or Above 

Profi ciency 
(Texas)

NAEP – Percent 
At or Above 
Profi ciency 
(National 
Average)

4th Grade 

Reading
84% 30% 32%

4th Grade 

Mathematics
86% 40% 39%

8th Grade 

Reading
89% 28% 29%

8th Grade 

Mathematics
73% 35% 31%

Note: Meeting the 4th grade TAKS reading standard required getting 27 of 40 points correct; the mathematics 

standard required getting 28 of 42 points correct. Meeting the 8th grade TAKS reading standard required getting 

33 of 48 points correct; the mathematics standard required getting 30 of 50 points correct. The NAEP “profi cient” 

standard for reading required fourth graders to score 238 or more and eighth graders to score 281 or more on a 

500-point scale score. The NAEP “profi cient” standard for mathematics required fourth graders to score 249 or more 

and eighth graders to score 299 or more on a 500-point scale score.

Sources: Texas Education Agency and National Center for Educational Statistics.

Exhibit 30

Average Scores for Texas Students in Grade 4 and State 
Rankings, National Assessment of Educational Progress
2000-2007

Subject
2000 

Average 
Score

2000 
State 

Ranking

2007 
Average 

Score

2007 
State 

Ranking

Mathematics 231 7 242 20

Reading* 217* 29 220 31

Science* 145 29 150* 29
* Reading average score is for 2002; no 2000 score is available. Science average score is for 2005; no 2007 score is 

available. Six states were not included in the Science assessment.

Source: National Center for Educational Statistics.
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entering ninth-graders in the 2004-05 school 

year; this plan includes all of the courses that 

most colleges require for admission. Students 

also may graduate under the Distinguished 

Achievement plan, which has even more 

stringent requirements; or the Minimum 

plan, which is less stringent than the Recom-

mended plan, requiring only 22 credits to 

graduate, but parental and school approval 

are required for participation.182

As a result of these changes, the percentage of 

students graduating under the Recommended 

or Distinguished Achievement plans rose from 

about 51 percent in 2000-01 to more than 75 

percent in 2005-06, although the total number 

of public high school graduates in Texas peaked 

in 2003-04 with 244,165; in 2005-06, only 

240,485 graduated (Exhibit 32).183

In addition to stronger graduation require-

ments, the state has made more college-level 

courses available to students in high school. 

Students are being off ered more Advanced 

Placement (AP) and International Bacca-

laureate (IB) courses, which provide col-

lege credit if students score high enough on 

exams. In 2006, 18.9 percent of students at-

tempted at least one AP or IB exam, and 51.3 

percent of them met the minimum score for 

college credit on at least one exam.184 Con-

current or dual-enrollment courses, which 

provide both high school and college credit, 

are becoming more common as well.

Despite recent progress, many education and 

business leaders remain concerned that Texas is 

not producing enough high school graduates 

with the skills needed to succeed in college or 

the workplace. To help address this concern, 

the Texas Legislature in 2006 directed the State 

Board of Education (SBOE) to develop college 

I campuses and 179 non-Title I campuses 

missed the standards.176

Although the state uses TAKS results to 

comply with NCLB, TAKS is not compara-

ble with other states’ tests. Th e NAEP tests, 

however, provide for interstate comparisons 

of profi ciency in core subject areas.177

In 2007, the NAEP found that 30 percent 

of Texas’ fourth-graders were profi cient or bet-

ter in reading compared to a national average 

of 32 percent. Forty percent were profi cient or 

better in mathematics, compared to a national 

average of 39 percent. On the other hand, 84 

percent of fourth-graders met the TAKS read-

ing standard in 2007, and 86 percent met the 

TAKS mathematics standard (Exhibit 31).178

Th e NAEP also found that 28 percent of 

Texas eighth-graders were profi cient or better 

in reading, compared to a national average 

of 29 percent; 35 percent were profi cient 

or better in mathematics compared to a 

national average of 31 percent. About 89 

percent of eighth-graders met the TAKS 

reading standard in 2007, and 73 percent 

met the TAKS mathematics standard.179

Outcomes

Texas business and educational experts 

have stressed the need to continue increasing 

educational standards to make more students 

college-ready.180 Th e number of credits required 

to graduate under Texas’ “Recommended” 

graduation plan has risen to 26, beginning with 

students entering the ninth grade in the 2007-

08 academic year; the number of advanced 

mathematics and science credits required under 

the program increased from three to four.181

Th e more stringent Recommended plan 

became the standard graduation plan for 
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graduates are prepared to succeed in college 

or the workforce. As noted above, SBOE will 

make the fi nal decisions on what to include 

in the TEKS. 186

Many students are not reaping the advan-

tages of recent educational improvements. 

Th e most common reason for dropping out 

is falling behind in school. Freshmen have 

the highest retention rates — that is, the rate 

at which they are forced to repeat a grade. 

In 2005-06, 16.5 percent of Texas freshmen 

were retained in Grade 9, the highest rate 

by far of any grade. Grade 10 had the next 

highest rate, at 8.7 percent; on the other 

hand, only 1.8 percent of eighth-graders 

were retained. Hardest-hit are minorities, 

who are about twice as likely to be held 

back; about one in fi ve Black and Hispanic 

students do not advance to Grade 10 after 

Grade 9.187

Th e Texas Education Agency’s (TEA’s) re-

ported attrition rate, which compares ninth-

grade enrollment in 2002-03 (372,396) 

to twelfth-grade enrollment in 2005-06 

(256,799) was 31 percent; however, this rate 

does not take into account such factors as 

student enrollment growth or retention and 

students who graduate early, receive a GED 

readiness standards and incorporate them into 

the TEKS. To assist SBOE in this task, the Leg-

islature also directed the commissioners of edu-

cation and higher education to appoint “vertical 

teams” of high school and college faculty. Th ese 

vertical teams are responsible for developing 

college readiness standards in English language 

arts, math, science and social studies. Th ese 

standards will be subjected to public comment 

before being approved by the Commissioner 

of Education and the Texas Higher Education 

Coordinating Board. Th ey will then be submit-

ted to SBOE for consideration; SBOE has fi nal 

authority for deciding what will be included in 

the new curriculum standards.185

In April 2007, Governor Perry appointed 

the Commission for a College Ready Texas 

to “engage all Texans in a discussion of what 

skills and knowledge a student must possess 

to be college ready, and to provide expert 

resources and general support to the verti-

cal teams and the State Board of Education 

(SBOE).” Th e commission, of which Comp-

troller Susan Combs is a member, released 

a report in November 2007 outlining its 

fi ndings and recommendations. Th e report 

made recommendations to strengthen the 

state’s high school curriculum to help ensure 

Exhibit 32

Texas Public School Graduates

Graduation 
Plan

2000-01
Percent 
of Total

2003-04
Percent 
of Total

2005-06
Percent 
of Total

Recommended 99,454 46.2% 147,051 60.2% 157,626 65.5%

Distinguished 

Achievement
10,661 5.0% 19,920 8.2% 24,355 10.1%

Minimum 105,201 48.9% 77,194 31.6% 58,504 24.3%

Total 215,316 100.0% 244,165 100.0% 240,485 100.0%
Note: Numbers may not total due to rounding.

Source: Texas Education Agency.
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and 63.5 percent of Asians attend college 

within a year of graduating.191

For those who do not, some may attend 

proprietary schools to obtain a skill or creden-

tial while others begin employment, usually in 

low-skilled, low-wage positions. For students 

who do not intend to further their education 

beyond high school, career and technology 

education is their only chance to learn a skill 

before entering the work force.

Career and Technology Education

Secondary career and technology educa-

tion in Texas and throughout the nation 

has become more expansive, rigorous and 

integrated with academics in recent years. 

Th is trend began in the 1990s, in response to 

demands for more skilled and knowledgeable 

employees that could adapt to the changing 

demands of a global economy.

About 941,000 Texas public school students 

were enrolled in a career and technology 

program in 2006-07, a number representing 

almost half of all students in grades 7-12.192 

Business education has the highest concentra-

tion of students, with 35 percent of career and 

technology students enrolled in at least one of 

these courses in 2004-05. About 19 percent 

were enrolled in family and consumer sci-

ences; the remaining study areas each had less 

than 15 percent of total enrollment.193

Th e variety of courses in career and technol-

ogy has expanded in recent years, as computer 

technology has opened new fi elds and occupa-

tions and gender barriers have been reduced. 

Some schools have developed “academies” in 

certain areas, such as business or allied health, 

which off er courses that are integrated to pro-

vide for a cohesive continuum of training.

or leave for a legitimate reason other than 

dropping out.188

Using TEA’s current defi nition, the 2005-

06 annual dropout rate for Texas public 

school students in Grades 9-12 was 3.7 

percent; for Grades 7-12, it was 2.6 percent. 

TEA’s annual dropout rate is much lower 

than its attrition rate because it only mea-

sures the number of students who dropped 

out in one year — the “annual” rate. TEA 

recently changed its dropout rate defi ni-

tion to the National Center for Education 

Statistics’ defi nition, to allow for interstate 

comparisons, so TEA’s current rates cannot 

be compared with its previous rates. NCES 

defi nes a dropout as a student who “does not 

return to public school the following fall, is 

not expelled, and does not graduate, receive 

a GED, continue school outside the public 

school system, begin college, or die.” 189

Males represented a higher proportion 

of dropouts than females — 55.5 percent 

compared to 44.5 percent; of the total 7th-

12th grade population, males represented 

51.3 percent compared to 48.7 percent for 

females. Among ethnic groups, Hispanics 

represented 56.5 percent of total dropouts 

compared to 22.6 percent for Blacks and 

19.4 percent for Whites; of the total 7th-12-

th grade population, Hispanics represented 

41.5 percent compared to 15.4 percent for 

Blacks and 39.6 percent for Whites.190

Of the total students who graduate from 

high school, about one-half attend a two-

year college or undergraduate university 

within a year of graduation. Of total gradu-

ating students, about 41.6 percent of His-

panics, 44.5 percent of Blacks, 46.6 percent 

of Native Americans, 57.7 percent of Whites 
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tuition, fees and books, which can provide 

a disincentive, although colleges may waive 

all or some portion of these tuition and fees. 

TEA currently has a pilot project to reim-

burse certain districts for books bought for 

economically disadvantaged students.195

School Finance

Th e total actual cost of Texas public educa-

tion, including capital outlay and debt service, 

was $9,629 per student in 2005-06; instruction 

represented 44.6 percent of that amount. Since 

the 2000-01 school year, the total actual cost 

per student has risen by 16.8 percent, from 

$8,245. Th e average teacher salary increased by 

8.8 percent during the same time period.196

State funding for public education is pro-

vided through the Permanent School Fund, 

the Available School Fund and the Founda-

tion School Program. Th e Foundation School 

Program, composed of state revenue and local 

property tax revenue, funds the largest share 

of education. State funds are disbursed ac-

cording to a system of formulas based on dis-

trict and student characteristics. State funding 

is intended to ensure that each school district 

can provide adequate educational resources to 

Another signifi cant change in career and 

technology education has been the infusion 

of academics and an understanding of global 

competitiveness, making them more relevant 

and challenging than in the past.

To provide more course options and the lat-

est technologies, texts, equipment and informa-

tion, many high schools have formed partner-

ships with community colleges and universities; 

if they qualify academically, students may 

take some courses at a community college or 

university campus or from a college professor 

who teaches at the high school. Students may 

receive high school and college credit for these 

dual or concurrent enrollment classes.

Texas Higher Education Coordinating Board 

(THECB) rules allow students to take no more 

than two dual or concurrent enrollment classes 

per semester unless they meet certain excep-

tional qualifi cations. Some high schools may 

further limit this number.194 More commonly, 

students enroll in Tech Prep programs, which 

provide college credit for college-level technol-

ogy courses taken in high school upon gradua-

tion and enrollment in the community college.

High schools generally require students 

enrolling concurrently to pay for course 

Exhibit 33

Revenue Sources for Texas Public Education (in billions)

Sources
2000-01 
Actual 

Revenue
Percent

2005-06 
Actual 

Revenue
Percent

2006-07 
Budgeted 
Revenue

Percent

Local Taxes $12.9 43.0% $19.1 48.3% $18.8 51.0%

State $12.5 41.8% $13.4 33.9% $15.3 41.5%

Federal $2.4 8.2% $4.5 11.5% $1.3 3.5%

Other Local* $2.1 7.1% $2.5 6.3% $1.4 3.9%

Total $29.9 100.0% $39.5 100.0% $36.8 100.0%
* ‘Other Local’ refers to local revenues primarily from services provided to other school districts. Data do not include equity transfers or certain other receipts, such as sale of bonds.

Note: Numbers may not total due to rounding.

Source: Texas Education Agency.
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budgeted to increase primarily because federal 

and other local revenue are expected to decline 

sharply. State share is likely to increase again 

for the 2007-08 school year as the new school 

funding system is fully implemented.199

Preliminary data from TEA confi rm that 

the state share of aid will expand in fi scal 

2007 and 2008 as a result of actions by the 

2007 Legislature. Exhibit 34 shows the state 

share growing from 52.6 percent in fi scal 

2006 to 61.5 percent in 2008; the total 

funding per student, as measured by Refi ned 

Average Daily Attendance (RADA), will also 

grow by 44.7 percent, from $4,852 in fi scal 

2006 to $7,026 in fi scal 2008.200

As the state’s accountability system has 

matured, funding teacher pay according to 

performance has become a subject of debate. 

Starting in fall 2007, Texas began fund-

ing the “Awards for Student Achievement” 

teacher incentive program at $97.5 million 

per year for teachers at educationally dis-

advantaged campuses; in addition, the new 

Educator Excellence Awards Program will 

provide $147.8 million in fi scal 2009 for 

meet the needs of its students regardless of its 

local property tax base.

One issue that has been debated for many 

years has been the declining state share of pub-

lic school funding. By 2005-06, local property 

taxes were providing 48.3 percent of all revenue 

used to fund public schools, as opposed to 43 

percent in 2000-01; the state’s share declined 

from 41.8 percent to 33.9 percent over the 

same period (Exhibit 33).197 In 2004-05, 

compared with other states, Texas ranked 49th 

in the state’s share of per pupil revenue but 

17th in its local share of per pupil revenue.198

In an eff ort to ease the burden on property 

taxpayers, the 2005 Legislature cut school 

property taxes by an estimated 11 percent 

in 2007 and 33 percent in 2008; however, 

increasing property values are likely to off set 

some of this relief. Budgeted fi nancial data 

for 2006-07 show the state’s share of revenue 

growing to 41.5 percent and increasing by 

almost $2 billion over the previous year. In ad-

dition, revenue from local taxes is budgeted to 

decline to $18.8 billion from $19.1 billion in 

2005-06; however, the percent of local share is 

Exhibit 34

State Aid Funding

 2002-03 2005-06 (p) 2006-07 (p) 2007-08 (p)

Total Refi ned ADA (RADA) 3,939,620 4,187,231 4,252,288 4,361,881

Total State Aid $10,824,191,130 $10,683,875,820 $14,462,444,375 $18,831,899,272

Local Share $8,097,616,916 $9,631,462,023 $10,445,878,115 $11,785,994,760

Total State and Local $18,921,808,046 $20,315,337,843 $24,908,322,490 $30,617,894,032

State Aid per RADA $2,748 $2,552 $3,401 $4,317

Local Share per RADA $2,055 $2,300 $2,457 $2,702

Total per RADA $4,803 $4,852 $5,858 $7,019

Percent State 57.2% 52.6% 58.1% 61.5%

Percent Local 42.8% 47.4% 41.9% 38.5%
Note: Data as of December 10, 2007.

Source: Texas Education Agency.
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than for people with comparable education 

and experience because they work under a 

10-month contract.)

A related issue has been the need to reduce 

high turnover rates, especially among less 

experienced teachers. Average salaries for all 

teachers have risen over the last several years, 

but pay for beginning teachers, especially, and 

those with less experience has increased at a 

higher rate than that for more experienced 

teachers since 2000-01 (Exhibit 35).205

Th e state’s number of teachers with less 

experience also increased at a higher rate 

(Exhibit 36).206

Th is shift has reduced Texas teachers’ aver-

age years of experience from 11.9 in 2000-

01 to 11.3 years in 2006-07. Th e average 

turnover rate also declined, from 16 percent 

in 2000-01 to 15.6 percent in 2006-07, pos-

sibly due to the salary increases.207

Higher Education
Higher education is critical to the Texas 

economy because it is the key to providing a 

highly qualifi ed work force in an increasingly 

technical world. Higher education also helps 

to meet specifi c local and regional employer 

demands for skilled employees. Finally, it 

provides higher salaries throughout a gradu-

ate’s lifetime, increasing the quality of life for 

these individuals and their families.

Th e Texas Legislature recognized the 

importance of these factors by referencing 

the Texas Higher Education Coordinating 

Board’s Closing the Gaps master plan for 

higher education in state law.208 Th e plan calls 

for improved statewide participation, better 

graduation outcomes, improved excellence 

and increased research funding by 2015.209

teacher incentive funding in districts with 

approved plans.201

Th e base amount that teachers are paid is 

another ongoing issue; as a result, the 2005 

Legislature provided funding for a net $2,000 

base salary increase for teachers.202 Th e 2007 

Legislature further increased educator salaries 

by about $430 for the 2008-09 biennium.203

During 2006-07, Texas teachers earned 

an average of $44,897 for regular duties, 

17 percent more than the $38,361 average 

for 2000-01.204 (Th e average is aff ected by 

the teachers’ collective number of years of 

experience and state and local pay increases. 

Average salaries for teachers may also be less 

Exhibit 35

Texas Average Actual Salary, Public School Teachers,
2000-01 and 2006-07 School Years

Experience
2000-01 
Average 

Actual Salary

2006-07 
Average 

Actual Salary

Percent 
Change

Beginning $29,824 $38,095 27.7%

1-5 Years $31,987 $39,880 24.7%

6-10 Years $35,304 $42,380 20.0%

11-20 Years $41,755 $47,042 12.7%

>20 Years $48,183 $55,028 14.2%
Source: Texas Education Agency.

Exhibit 36

Texas Public School Teachers, By Years of Experience, 
2000-01 and 2006-07 School Years

Experience 2000-01 2006-07
Percent 
Change

Beginning 21,493.2 25,153.0 17.0%

1-5 Years 75,174.0 90,607.2 20.5%

6-10 Years 49,717.2 60,919.8 22.5%

11-20 Years 69,508.6 73,448.4 5.7%

>20 Years 58,923.6 61,337.9 4.1%
Note: Number of teachers is based on full-time equivalent teachers.

Source: Texas Education Agency.
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Availability

One factor aff ecting higher education 

participation is the availability of educa-

tional opportunities. Texas has 145 higher 

education institutions, including 101 public 

universities and colleges. Public institutions 

include 35 universities, nine health-related 

institutions, seven technical and state col-

leges and 50 community college districts; 

private institutions include 39 universities, 

two junior colleges, two chiropractic colleges 

and one medical school (Exhibit 37).210

In recent years, partly in response to 

THECB’s plan and its tracking measures, 

the state has made major changes to its 

higher education system, including its 

funding methods, student fi nancial aid 

and admission policies. In the process, the 

state has explored fundamental questions 

about the system, its structure and pur-

pose; enacted innovative and sometimes 

untried policies; and addressed contro-

versial issues — some of which remain 

unresolved.

Exhibit 37

Texas Public Institutions of Higher Education

Source: Texas Higher Education Coordinating Board.

Public Universities (35)

Public Community College Districts (50)

Public Technical and State Colleges (7)

Public Health-Related Institutions (9)

Independent Colleges and Universities (41)

Independent Junior Colleges (2)

Independent Health-Related Institutions (1)

g

Source: Texas Higher Education Coordinating Board.

Public Universities (35)

Public Community College Districts (50)

Public Technical and State Colleges (7)

Public Health-Related Institutions (9)

Independent Colleges and Universities (41)

Independent Junior Colleges (2)

Independent Health-Related Institutions (1)

Terrell

Upton

DID YOU KNOW?

Higher education was 

appropriated $10.1 

billion — about 12 

percent of the state 

budget — for fi scal 

2008.
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providing fl exibility that allows the system 

to respond relatively quickly to changes in 

enrollment, employer and regional demand.

Even so, THECB reports that 17 percent of 

two-year students in its Southeast region and 

15.6 percent in its Northwest region attended 

Texas two-year institutions outside their 

home region in 2005, compared with just 5.6 

percent statewide. Th is may refl ect a lack of 

institutions within these (generally more rural) 

areas; closer proximity of students to institu-

tions in neighboring regions; or greater avail-

ability of course off erings in other regions.215

THECB’s Northwest and Upper East 

Texas regions ranked highest in 2005 for the 

percentage of students traveling outside the 

region but within the state to attend under-

graduate universities — 65.3 percent and 

64.1 percent respectively, compared with 

36.3 percent statewide. Th ese percentages 

probably refl ect the relatively low number of 

universities in those regions.216

Demand has outstripped the supply of cer-

tain programs, such as nursing, throughout the 

state. In response, Texas has increased incentive 

funding for nursing and other allied health 

programs in short supply and streamlined the 

process for establishing new nursing programs 

beginning in 2007.217 As a result, some areas 

are starting to see lower nursing demand or are 

projecting additional nurses being available in 

the near future.218 Although the demand is still 

greater than the supply, THECB reports that 

the state is now on target for meeting its 2015 

goals for graduates in health fi elds.219

Accessibility

Another factor aff ecting participation 

in higher education is the accessibility of 

In addition, the Texas Workforce Com-

mission lists about 250 proprietary and 

nonprofi t schools in the state, many with 

multiple campuses, off ering career and 

technology training.211 Online opportunities 

also have increased the availability of higher 

educational programs to anyone with access 

to a computer.

To make more classroom education avail-

able in regions with growing or high demand, 

and to conserve on costs, the state has estab-

lished nine higher education centers, some-

times called multi-institution teaching centers 

(MITCs), that off er courses at one central 

location or at several sites. MITCs are partner-

ships between institutions of higher education 

and may include public community and tech-

nical colleges, public universities and indepen-

dent colleges and universities. Students enroll 

through their college or university but can 

attend classes at the MITC.212

In addition, Texas is establishing a new 

medical school in El Paso and has authorized 

a new MITC in East Williamson Coun-

ty.213 Certain junior colleges also have been 

authorized to off er up to fi ve baccalaureate 

programs.214 Th ese additions will increase 

availability for undergraduate and graduate 

education in areas of the state where demand 

has outpaced availability.

Texas’ community colleges, which are open 

to anyone who applies and serve almost all 

areas of the state, off er a variety of one-year 

technical certifi cations and two-year associate 

degrees in a wide variety of technical and aca-

demic subjects. In addition, the community 

college system off ers many classes at night and 

on weekends year-round, through the Internet 

and at satellite centers such as high schools, 
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Despite these increases, since the statewide 

share of Hispanic enrollment also increased, 

the university continues to lag about 7.8 per-

centage points behind the statewide share.223

In all, then, UT’s Hispanic share of total 

enrollments rose by 4.1 percentage points 

from fall 2000 to fall 2007, the same as 

statewide enrollment growth of 4.1 percent-

age points. From fall 2000 to fall 2005, 

however, the Hispanic share of the state’s 

total population increased by 3.6 percentage 

points, from 32 percent to 35.6 percent. At 

this rate of growth, enrollments statewide 

and at UT will continue to lag behind the 

Hispanic share of the state’s population.224

Black enrollment at UT grew by 33.6 per-

cent from fall 2000 to fall 2007, from 1,582 to 

2,113; this represents an increase from 3.2 per-

cent of total enrollment to 4.2 percent during 

the same period. Statewide, Black enrollment 

increased from 9.8 percent of total enrollment 

to 11.4 percent.225 Th e Black share of the state’s 

total population fell from 11.5 percent in 2000 

to 11.4 percent in 2005, which means that the 

gain in share of enrollment has been a real gain 

when compared with population growth.226

Th e 10 percent rule also is having an eff ect 

on the number and percentage of females ac-

cepted to Texas public universities. Statewide, 

62 percent of students accepted under the 10 

percent rule in summer and fall 2006 were fe-

male, compared with only 54.8 percent of total 

students accepted; females represented 53.9 

percent of all applicants. At UT, 58.5 percent 

of students accepted under the top 10 percent 

rule were female, but only 46.5 percent of 

students accepted under other criteria were 

female. Females represented 54.3 percent of all 

students accepted to the university.

educational opportunities. One of the most 

debated aspects of this issue has been admis-

sion to Texas universities.

Since 1998, the state has guaranteed admis-

sion to Texas public universities to all Texas 

high students ranked in the top 10 percent of 

their high school graduating classes. Starting in 

2008-09, freshmen must also graduate under 

the more demanding Recommended or Dis-

tinguished Achievement high school gradua-

tion plans to gain automatic admission under 

the 10 percent rule. (See the Outcomes section 

for a discussion of graduation plans.)220

Higher education leaders attribute the in-

creased numbers and percentages of minorities, 

particularly Hispanics, enrolled in Texas institu-

tions, and particularly at the University of Texas 

at Austin (UT), primarily to the 10 percent 

rule; other factors, such as increased recruit-

ment and incentives, also have contributed.221

Th e Hispanic population in Texas rose by 

22.1 percent from 2000 to 2005 (most re-

cent data available).222 Total Hispanic enroll-

ment at Texas public universities rose from 

81,180 in fall 2000 to 117,816 in fall 2007, 

a 45.1 percent increase; UT’s total Hispanic 

enrollment rose from 5,920 to 7,991 over 

the same period, a 35 percent increase.

Th e increase in UT’s Hispanic enroll-

ment is more signifi cant than these numbers 

indicate, however, since UT kept its total 

enrollment relatively fl at from fall 2000 to 

fall 2007 at about 50,000 students, com-

pared with an 19.9 percent increase in total 

enrollment for public universities statewide. 

UT increased the Hispanic share of its total 

enrollment from 11.8 percent in fall 2000 

to 15.9 percent in fall 2007, compared with 

19.6 percent to 23.7 percent statewide. 
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tively fl at total acceptances and enrollment 

compared to an increase in applicants in the 

top 10 percent group and a cut in total ac-

ceptances in fall 2003. UT cut total accep-

tances in fall 2003 by almost 1,000 students 

from the year before and did not exceed 

fall 2002 acceptance levels until fall 2006. 

Although UT increased total acceptances by 

11.2 percent over the fall 2000 to fall 2006 

period, total fi rst-time undergraduate enroll-

ment rose only slightly, by 2.6 percent, after 

dipping below fall 2000 levels in fall 2003 

(Exhibit 39).228

Nearly 40 percent of all Texas students who 

qualify for automatic admission under the 

10 percent rule apply to UT.229 A continuing 

rise in the number of high school graduates 

accepted to UT under the rule poses a po-

tential problem for some who prefer that the 

university maintain its current size, as it has 

for many years, and employ more than one 

criterion to select students; others view it as a 

positive way to increase qualifi ed candidates 

and minority enrollment.230

Although the total number of fi rst-time 

undergraduate students at Texas public uni-

versities has increased, the percentage of ap-

plicants accepted has declined slightly, from 

88.5 percent in fall 2000 to 87.6 percent in 

fall 2006; the number of applications grew by 

41 percent and the number of applications 

that were accepted grew by 39.6 percent. Th e 

top 10 percent group grew as a percentage of 

enrollment from 25.3 percent to 26.5 percent 

from fall 2000 to fall 2006.231 Th ese data in-

dicate that for the most part, universities are 

expanding to accommodate applicants, and 

the top 10 percent group is having little eff ect 

on competitiveness.

Th e percentage of fi rst-time undergradu-

ates accepted to Texas public universities 

who ranked in the top 10 percent of their 

high school graduating class rose from 21.1 

percent in fall 2000 to 23 percent in fall 

2006. First-time undergraduate acceptances 

at UT under the 10 percent rule, however, 

have increased from 31.9 percent in fall 

2000 to 72.8 percent in fall 2006. Th e top 

10 percent group at UT increased from 52.1 

percent of fall enrollment of fi rst-time un-

dergraduates in 2000 to 75.8 percent in fall 

2006. Statewide, the top 10 percent group 

enrollment rose from 25.3 percent to 26.5 

percent of the total enrolled (Exhibit 38).227

Th e increase in the top 10 percent group as 

a percentage of the total enrolled as fi rst-time 

graduates at UT was due primarily to rela-

Exhibit 38

The University of Texas at Austin 
and Statewide Students Under Top 10 Percent Rule
as Percent of Total First-time Undergraduates

Source: Texas Higher Education Coordinating Board.
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Tuition Board (TPHETB) and staff ed by 

the Comptroller of Public Accounts.235 Th e 

2007 Legislature passed a program of pre-

paid tuition contracts, also administered by 

TPHETB and staff ed by the Comptroller’s of-

fi ce, which starts September 1, 2008, and will 

allow families to purchase tomorrow’s tuition 

at today’s costs.236

Texas public and private institutions of 

higher education received about $4.8 billion 

in total need-based fi nancial aid to assist stu-

dents in fi scal 2006. Need-based aid includes 

gift aid, which does not have to be paid back, 

loans and work-study. Th e federal government 

awarded 76.1 percent of that amount; the 

state provided another 11.3 percent, or about 

$541 million; institutions gave 6.8 percent 

For UT, the percentage of fi rst-time under-

graduate applicants accepted to the university 

declined from 85.8 percent in fall 2000 to 71 

percent in fall 2006.232 Total fall applicants to 

UT increased by 4,386 over this period, but 

the total accepted increased by only 1,224; 

applicants accepted under the top 10 percent 

rule increased by 5,348.233 If these trends 

continue and UT does not expand its capac-

ity, gaining admittance to this institution may 

become increasingly diffi  cult for those who do 

not qualify under the 10 percent rule.

Aff ordability

Another key to increasing both participa-

tion and graduation outcomes is ensuring the 

aff ordability of higher education. Traditionally 

a “low tuition, low aid” state, Texas deregu-

lated tuition in 2003, allowing institutions to 

set their own rates.234 To off set the resulting 

tuition increases, the state expanded fi nancial 

aid––but not enough to curb a growing gap 

between college costs and aid.

Th e state requires its public undergraduate 

institutions to set aside 15 percent of state-

mandated resident tuition and, since deregula-

tion, not less than 20 percent of other tuition 

above $46 per semester credit hour, to assist 

undergraduate students with fi nancial aid.

In addition to institutional and federal 

fi nancial assistance and tax incentives, eligible 

students can access a wide variety of state aid 

as well as a 529 college savings plan, which 

provides special tax benefi ts under section 

529 of the Internal Revenue Code to families 

that set aside funds for future college costs. 

In Texas, the plan is called the Texas College 

Savings Plan; it was established and is main-

tained by the Texas Prepaid Higher Education 

Exhibit 39

UT Applicants, Acceptances and Enrollments
First-time Undergraduates
Total and Top 10 Percent Group
Fall 2000 - Fall 2006

Source: Texas Higher Education Coordinating Board.
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In fi scal 2006, about half of all students at-

tending Texas public and private institutions, 

more than 582,000, received some type of 

need-based aid. Th is represented 62.5 percent 

of students who enrolled and applied for such 

aid. Of the total receiving aid, 94 percent 

registered Texas as their home state.241

Despite recent increases in state fi nancial 

aid, the gap between actual college costs 

and aid received by Texas students rose from 

$2.3 billion in fi scal 2001 (in constant 2006 

dollars), to $3.9 billion in 2006, a 71 percent 

increase in costs that students and their fami-

lies must cover (Exhibit 40).242

Estimated average annual tuition and fees at 

Texas undergraduate universities, based on 30 

semester credit hours, increased by $2,128, or 

61.8 percent, from 2003 to 2007.243

Community colleges have the lowest tuition 

and fee requirements, although students who 

live outside community college taxing districts 

must pay more than in-district students. An-

nual public community college tuition and 

fees for students living within the community 

college taxing district, based on 15 credit 

hours for each semester, averaged an estimated 

$1,639 in 2007-08, compared with $5,569 for 

undergraduate universities. THECB estimates 

total 2007-08 resident costs of attending com-

munity colleges — including tuition and fees, 

books and supplies, room and board, transpor-

tation and personal expenses — at $10,456, 

and undergraduate institutions at $16,995.244

Participation

By fall 2006, Texas was about a third of the 

way to reaching its Closing the Gaps par-

ticipation outcomes for total enrollment in 

undergraduate education for 2015. Progress 

of the total; and 5.8 percent came from other 

sources.237 Total annual aid has risen by about 

60 percent since fi scal 2002, but the state has 

more than doubled the amount it contrib-

utes.238

Th e state’s largest program, the TEXAS 

Grant Program, which began in fi scal 2000 

with $19.8 million, disbursed $198.7 mil-

lion to 62,435 recipients in fi scal 2008. An 

estimated 42,000 students that qualify for 

the grant in fi scal 2008 will not receive it 

due to inadequate funding levels.239

Another new eff ort, the B-On-Time Loan 

Program, which forgives loans of students 

who graduate on time, provided 7,384 

students with $26.9 million in fi scal 2006. 

Currently, the program has no funding for 

new students.240

Exhibit 40

Aggregate Costs of Attendance vs. 
Aggregate Financial Aid Funds
Constant 2006 Dollars
In millions

Source: Texas Higher Education Coordinating Board.
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2015, and THECB cited this improvement as 

“one of the most important accomplishments” 

since the start of the eff ort. Enrollment for 

this group was 31.5 percent higher in fall 

2006 than in fall 2000 and is equivalent to 

5.4 percent of this group’s estimated popula-

tion — up from 4.6 percent in 2000.250

Th e public college and university popula-

tion is projected to increase to 1.1 million 

by 2040, assuming 50 percent of the net 

migration rate that occurred during the 

1990-2000 decade. Enrollment in public 

community colleges is projected to grow to 

about 588,000 and to 478,000 for public 

colleges and universities.251

Hispanic enrollment as a share of the total is 

projected to increase to 44.2 percent by 2040; 

all other ethnicities are projected to decline as 

a percentage of the total. White enrollment 

is projected to decline to 38.4 percent; Black 

enrollment, to 9.4 percent; and other ethnici-

ties, to 7.9 percent (Exhibit 41).252

About half of all Texas high school gradu-

ates enroll in a higher education institution in 

the fall following graduation; of these, about 

half attend two-year institutions. In recent 

years, Texas has strengthened its high school 

toward the goal, however, as measured by 

the percentage of the population enrolled in 

higher education institutions, is slowing. Th e 

plan also sets goals for increased participa-

tion of Hispanic and Black students; while 

progress is on target for Blacks, it is below 

target for Hispanics.245

Fall 2006 enrollment in all colleges and 

universities in the state was 1.2 million, 

about 5.3 percent of the state’s population. 

Enrollment was 5 percent of the population 

in 2000; the 2010 goal is 5.6 percent and 

the 2015 goal is 5.7 percent, which would 

place Texas third among the ten most popu-

lous states behind California and Illinois.246 

Enrollment in public institutions represented 

90.3 percent of the total in 2006. Enroll-

ment in two-year institutions amounted to 

48 percent of the total.247

Community colleges absorbed the greatest 

enrollment increase, rising 29.2 percent from 

fall 2000 to fall 2006, an increase represent-

ing more than 126,000 students. Public 

universities increased their enrollment by 

18.5 percent, or more than 76,000 students, 

over the same period.248

Although Hispanic enrollment at all Texas 

public and independent institutions rose by 

40.7 percent from fall 2000 to fall 2006, their 

participation represented only 3.9 percent of 

the Hispanic population in 2006. While this 

was an improvement over the 3.7 percent 

participation rate in 2000, it is well below 

the Closing the Gaps targets of 4.8 percent for 

2010 and 5.7 percent for 2015. To reach the 

2010 target alone, Hispanic enrollment must 

increase by another 41.9 percent.249

Black enrollment is on target for meeting 

the Closing the Gaps goals for both 2010 and 

Exhibit 41

Public College and University Enrollment by Ethnicity

Fall 2000 Fall 2006
2040 

Projected

White 55.4% 49.7% 38.4%

Black 10.4% 11.3% 9.4%

Hispanic 24.4% 28.4% 44.2%

Other 9.8% 10.6% 7.9%

Total 100.0% 100.0% 100.0%
Note: Numbers may not total due to rounding.

Sources: Texas Higher Education Coordinating Board and Texas State Data Center.
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math and science graduates. On the other 

hand, the state is above target for increasing 

allied health and nursing graduates by 2015, 

an area that is still in high demand. Growth 

from 2000 to 2006 was 30.9 percent despite 

a decline from 2000 to 2001 that did not 

recover for two-year institutions until 2003 

and for four-year institutions until 2004.255

Although the increase in the total num-

ber of bachelor’s and associate’s degrees and 

certifi cates awarded is currently on target, 

the trend is slowing and fl attening. Th e 27.1 

percent increase in degrees awarded since 

fi scal 2000, which rose to 147,705 degrees 

in fi scal 2006, will not be enough to reach 

the 2015 goal of 210,000. To meet this goal, 

institutions must increase the number of de-

grees awarded by another 42.2 percent from 

fi scal 2006 (Exhibit 42).256

Improving the college readiness of high 

school students can improve the number of 

students who stay in college, which in turn 

will improve graduation rates. A steadily 

increasing percentage of fi rst-time, full-time, 

degree-seeking students entering Texas pub-

lic universities are now graduating –– about 

24.3 percent within four years and about 

56.7 percent within six years.257

For Texas community colleges, 11.7 percent 

of fi rst-time, full-time students received a 

credential within three years as of fi scal 2005, 

and 30.6 percent did so within six years. 

Th is represents an improvement from fi scal 

2000, when 10.8 percent received a credential 

within three years and 25.7 percent received 

one within six years.258 About a third of stu-

dents who graduated from a Texas university 

in 2005 had completed at least 30 semester 

credit hours at a community college.259

graduation requirements, improved academic 

content in all grades, established standards 

and accountability systems and expanded its 

off erings of dual-enrollment classes.253

Th ese changes should improve student 

preparation for the work force and increase 

the share of students who attend college after 

high school. Th e share of Texas high school 

graduates entering Texas public higher 

education institutions in the fall following 

graduation rose from 43.4 percent in 2000 

to 46.1 percent in 2006, a diff erence of more 

than 18,000 students.254

Graduation

Trends show that Closing the Gaps college 

graduation outcomes are on target for meet-

ing overall 2015 goals, but the state is slight-

ly below its target for producing math and 

science teachers and well below its target for 

Exhibit 42

Public and Independent Institutions’ Bachelor’s and 
Associate’s Degrees and Certificates Awarded
and “Closing the Gaps” Targets

Source: Texas Higher Education Coordinating Board.
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known ranking in this fi eld, as one source 

to evaluate this measure.263 Th e publication 

uses a wide variety of criteria, including 

acceptance, retention and graduation rates, 

class size, faculty measures, expenditures 

per student, peer assessment, alumni giving, 

student selectivity and other measures.264

For the upcoming 2008 year, U.S. News 

& World Report ranked UT 13th among 

public institutions, and Texas A&M Univer-

sity, 23rd.265 UT has steadily improved its 

ranking, from 17th in 1999; but A&M has 

fallen from 15th, a place it held from 1999 

through 2002.266

For public and private research institu-

tions, THECB employs rankings from 

Arizona State University’s Center for Mea-

suring University Performance.267 Th e center 

uses criteria based on factors such as research 

and development expenditures, including 

federally sponsored research expenditures; 

endowments; signifi cant faculty awards; 

doctorates granted; the number of postdoc-

toral appointments supported; and median 

entering student SAT scores (as an indicator 

of student competitiveness).268

In 2006, according to the Center for Mea-

suring University Performance rankings based 

on 50 criteria, among public and private in-

stitutions, UT tied at 28th nationally, A&M 

ranked 32nd and Baylor College of Medicine 

tied at 40th. Among public institutions only, 

the center ranked UT tied at 13th with the 

University of Florida and A&M at 16th.269

On the other hand, the plan is on target 

for meeting national recognition goals for 

excellence in certain programs, including 

those of community colleges. In addition, 

the plan calls for increasing the state’s share 

In fall 2003, about one-half of fi rst-time 

entering students did not meet state stan-

dards in at least one area of math, reading or 

writing. For public universities, the total was 

21.2 percent and for two-year institutions, it 

was 61.6 percent.260

About 65.8 percent of the high school 

graduating class of 2006 took either the SAT 

or ACT college entrance exams; of those, 

only 27.1 percent scored at or above the 

criterion used to determine college readiness. 

In 2007, about 53 percent of high school 

students were college-ready in English 

Language Arts and 54 percent in Mathemat-

ics, according to the TEA’s higher education 

readiness testing program.261

Recent increases in high school gradua-

tion requirements and the strengthening 

of academics throughout public education 

may improve these percentages in the future. 

In the meantime, students and institutions 

must rely primarily on costly noncredit, 

remedial courses to prepare students for 

college-level work.

Quality

Besides participation and graduation out-

comes, Closing the Gaps calls for increasing 

excellence in higher education.

Th e Closing the Gaps target for 2010 is for 

one research institution, either public or 

private, to be ranked in the top 10 nationally 

and for two additional universities to rank 

among the top 30. For 2015, the goal is for 

two public research institutions to be in the 

top-ten national rankings for public research 

institutions, and four in the top 30.262

THECB uses the rankings from U.S. News 

& World Report, which produces the best-
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University Fund and the Higher Education 

Fund that are used for capital expenditures. 

Of this total, 36.4 percent came from state 

appropriations; 28 percent from tuition and 

fees; 19.3 percent from the institutions’ funds; 

and 16.3 percent from federal funds. Th e fi scal 

2006 general revenue appropriation per full-

time equivalent (FTE) student was $6,259, 8.4 

percent more than in fi scal 2004. Total revenue 

per FTE student was $17,185, an 18.2 percent 

increase since fi scal 2004. Th e diff erence was 

due mostly to higher tuition and fee revenue.274

Community colleges receive funding for 

their operations primarily from tuition and 

fees and state appropriations, augmented by 

local tax revenue; local tax revenue pays for 

their infrastructure and equipment. State ap-

propriations are based on a dollar amount per 

“contact” hour — each hour a student spends 

in class with a professor. Th e state’s technical 

two-year colleges receive funding primarily 

from tuition and fees and state appropriations.

Average general revenue funding per con-

tact hour for community colleges declined 

from $7.47 in 2000-01 to $6.62 in 2006-

07 — about 11.4 percent — after reaching 

a high of $7.71 in 2002-03. Funding will 

increase to $7 per contact hour for these 

institutions in 2008-09.275

of federal research and development funding 

for science and engineering research, a goal 

that is slightly below target as of 2007.270

Th e plan’s other research goal — to increase 

overall research funding in real dollars — 

is on target for meeting its 2015 goal.271 In-

creased research funding, and particularly an 

increased share relative to other institutions, is 

one measure of quality since it demonstrates 

the degree of confi dence that funding sources 

have in an institution’s capability.

Funding

State appropriations to higher education, 

including federal and other funds, totaled 

$16.9 billion in 2006-07 — 11 percent 

more than in the previous biennium.272

Higher education received $10.1 billion 

in state general revenue appropriations for 

operations support for the 2006-07 bien-

nium, an 8 percent increase from 2004-05. 

Of this amount, public universities received 

$4.3 billion; health-related institutions, $2.4 

billion; community and technical colleges, 

$2.1 billion; and other higher education 

programs, $1.3 billion.273

In fi scal 2006, total revenue for Texas public 

undergraduate universities amounted to $7.1 

billion, excluding funds from the Permanent 

Education Questions for Further Consideration

• What can Texas do to keep the costs of higher education aff ordable for all Texans?

• What can Texas do to increase the number of bachelor’s and associate’s 
degrees awarded?

• What can Texas do to draw in more research dollars for institutions of higher 
education?

• How do we prepare non-college bound Texans for careers that will provide 
economic benefi t to them, their families and the state?
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Economic Snapshot
Th e Texas economy remained strong in 

2007, continually outpacing the U.S. in many 

key economic indicators. Texas nonfarm 

employment rose by 2 percent from November 

2006 to November 2007, the fi fth-highest 

growth rate among states and nearly doubled 

the national rate of 1.1 percent. Texas added 

more jobs over this period than second-place 

Florida and third-place California combined.276

Even so, Texas employment growth cooled 

somewhat in 2007; in 2006, the state added 

313,000 jobs, a 3.2 percent increase repre-

senting the state’s fastest growth since 1998 

(Exhibit 43).277

In January 2007, the Texas unemployment 

rate dipped below the national rate for the fi rst 

Communities in Texas and
throughout the nation 

are constantly competing to at-
tract capital investment and create 
more and better-paying jobs for 
their residents. Such investments 
increase income and enhance the 
community’s quality of life. 

Businesses consider many factors in deciding 

where to locate or expand, such as the skill of 

an area’s work force, the quality of its schools 

and infrastructure and the economic incen-

tives it off ers. Federal, state and local govern-

ments can employ a variety of economic 

development tools to pursue these businesses, 

including grants, loans and other incentives.

Economic Development

DID YOU KNOW?

Sales tax account for 

54.9 percent of taxes.

Texas collected $37 

billion in taxes for fi scal 

2007, a 10.2 percent 

increase from fi scal 

2006.
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time since 1992, and reached a record low of 

4.1 percent in May 2007. As of November 

2007, Texas unemployment stood at 4.2 per-

cent compared to 4.7 percent for the nation.278

Growth in Texas’ gross domestic product 

(GDP) also slowed in 2007, to an estimated 

3.3 percent, compared to stronger-than-

usual growth of 4.3 percent in 2006. Since 

1998, Texas’ GDP has risen by 34.5 percent, 

compared to 27.3 percent nationally (Ex-

hibit 44).279

Texas’ personal income growth also has 

outpaced the national average, rising by 

75.2 percent since 1998 compared to 57.5 

percent nationally (Exhibit 45). Strong job 

gains and higher wages both contributed 

to this growth.280 Th e Comptroller’s offi  ce 

expects personal income growth to decline 

slightly in 2008 and 2009, mirroring a slow-

down in employment gains.

Texas Employment by Industry
Texas employment is continuing a natu-

ral transition towards a service-oriented 

economy. In 2006, services accounted for 

83 percent of Texas jobs and three out of 

every four new jobs.281 Services accounted 

for 63 percent of Texas’ economic output in 

2006, compared to a 70 percent share for the 

U.S., refl ecting the state’s role as an energy 

leader and its relatively strong manufacturing 

sector.282 As Exhibit 46 shows, Texas’ loss of 

manufacturing jobs since 1990 has been far 

lower than the nation’s as a whole.

Th e shift toward services was disrupted in 

2005 and 2006, however, as rapid employ-

ment growth in the oil and gas industry al-

lowed the Texas goods sector to outpace ser-

vices for the fi rst time since 1998. In 2006, 

Exhibit 43

Annual Employment Change Since 1998

Sources: Texas Comptroller of Public Accounts and Global Insight, Inc.
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Exhibit 44

Growth in Gross Domestic Product Since 1998

Sources: Texas Comptroller of Public Accounts and Global Insight, Inc.
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to advancements in technology. Output in 

manufacturing is expected to increase by 3.0 

percent in 2007.286

Increased demand for exports prompted 

additional hiring in chemical manufacturing. 

Machinery and fabricated metal manufactur-

ing employment rose due to increased oil 

and gas rig production. On the other hand, 

computer and electronics manufacturing 

employment declined due to a slump in prices 

and lower demand for computers and related 

technologies. And the housing downturn hurt 

related industries such as electrical equipment 

appliances and component manufacturing.

Service-Providing Industries
Service-providing jobs include trade, 

transportation, and utilities; information; 

fi nancial activities; professional and business 

services; educational and health services; and 

growth in goods-producing jobs outpaced 

that of the services industries by 5.1 percent 

to 2.8 percent (Exhibit 47).

Goods-Producing Industries
Natural resources and mining, which 

includes oil and gas, led job growth in all 

industries in 2005 and 2006, with an 11.4 

percent increase in 2006.283 Th is industry 

also led growth in 2007, as oil and gas explo-

ration continued to expand. Despite some 

stabilization in fuel prices, Texas had an aver-

age of 834 oil and gas drilling rigs in opera-

tion at the end of 2007, marking the most 

active year for exploration since 1984.284

In all, employment in natural resources 

and mining rose by 8 percent from Novem-

ber 2006 to November 2007; these included 

many high-paying jobs in drilling and mar-

keting operations. (Note that all subsequent 

2007 annual fi gures refer to the November 

2006 to November 2007 period.)

Construction continued to expand in 

Texas in 2007, although at a slower pace 

than in the previous year. Due to an increas-

ing number of housing foreclosures, con-

struction for single-family housing declined 

in 2007, but this decline was nearly off set 

by increased construction of multi-family 

housing. Heavy construction projects of 

pipelines and petrochemical refi neries rose 

considerably, while projects for roads and 

other infrastructure remained strong. In all, 

employment in construction rose by 2.4 

percent in 2007.

Employment in manufacturing declined by 

1.2 percent in 2007, following two consecu-

tive years of increases.285 Despite these losses, 

manufacturing productivity expanded due 

Exhibit 45

Growth in Total Personal Income Since 1998

Sources: Texas Comptroller of Public Accounts and Global Insight, Inc.
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DID YOU KNOW?

Texas cigarette and 

tobacco tax totaled $1.3 

billion in fi scal 2007.

Texas hotel occupancy 

taxes totaled $340.6 

million in fi scal 2007.

Texas franchise tax 

totaled $3.1 billion or 

8.5 percent of total tax 

collections in fi scal 2007.
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high-technology manufacturing, computer 

systems design employment increased by 10 

percent in 2007. Demand for professional 

services related to energy and construction, 

such as architectural engineering services and 

management and professional and scientifi c 

consulting, also increased.287 In 2007, profes-

sional and business services employment 

continued with an impressive 4 percent 

growth, or 50,500 new jobs, just lagging 

gains in leisure and hospitality.288

Despite recent moderation in employment 

growth, education and health services in-

creased their job counts by an average of 3.7 

percent annually between 1990 and 2006.289 

Th eir growth corresponded to a nationwide 

trend, as more health services are needed as 

the population increases and ages. Th is sec-

tor added 25,900 jobs in 2007, a 2.1 percent 

increase.290

Texas Exports
Exports are extremely important to the 

Texas economy. Texas exports have achieved 

four consecutive years of double-digit growth 

and now account for 15 percent of Texas 

GDP, the highest share of any state. Today, 

Texas leads the country in export trade and 

accounts for 14 percent of all U.S. exports.291

Texas has emerged as a leading exporter 

in high-tech manufacturing, including 

computer and electronics manufacturing. 

Twenty-six percent of all export-related jobs 

are in computer and electronics equipment 

manufacturing, the most skill-intensive work 

associated with exports. Th is fi gure compares 

to 16 percent for the nation as a whole. 

Research shows that the higher the skill level 

among export-related jobs, the greater the 

government. All service sectors experienced 

job gains in 2006 except for information, 

an industry that is still recovering from the 

dot-com “bubble” of several years ago, and 

contending with increased competition and 

lower prices. All service industries increased 

employment in 2007, including a slight 

increase in the information sector.

In 2006, professional and business ser-

vices led the services industries both in job 

growth and the number of jobs produced. 

Th is sector is important to Texas, consisting 

as it does of many knowledge-based, high-

paying positions, such as architects, system 

designers and engineers. Despite a decline in 

-2-3 -1 0% 1 2 3 4 5

Exhibit 46

Average Annual Employment Change 
by Industry 1990-2006

Sources: Texas Comptroller of Public Accounts, Global Insight, Inc. and U.S. Bureau of Labor Statistics.
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DID YOU KNOW?

Texas added more jobs 

than any other state in 

fi scal 2007.
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of or improvements to community facilities. 

For more information, please visit http://

www.rurdev.usda.gov/rhs/cf/cp.htm.

Grants for Public Works and Economic 

Development Facilities — Th ese grants 

from the U.S. Department of Commerce 

are for improving the physical infrastructure 

of regions in economic distress to attract 

new business and industry. States, counties, 

institutions of higher education and other 

political subdivisions are eligible for the 

grants. For more information, please visit 

http://www.eda.gov/InvestmentsGrants/

Investments.xml.

State Assistance Programs

Emerging Technology Fund — Th e ETF 

provides grants for applied research and devel-

opment activities for the purposes of creating 

a commercialized product and acquiring new 

positive eff ects on technological progress and 

economic growth.292

Economic Outlook
As the Texas economy continues to 

diversify, it will increasingly mirror the 

U.S. economy, although it has fared better 

compared to the country during a period 

of rising energy prices. Th e Comptroller’s 

offi  ce expects the growth in Texas GDP to 

slow to 3.2 percent for 2007, 3 percent in 

2008 and 3 percent in 2009. Th e outlook in 

Texas is largely positive, despite this expected 

slowdown.

Texas must focus on attracting and 

creating innovative and highly paid jobs to 

maintain its strong economic development. 

Th e following section describes programs to 

achieve these goals.

Federal Assistance Programs

Th e federal government off ers states, local 

governments and communities a number 

of economic and community development 

grants and loans. Th ese provide funds for 

construction, operations and other projects 

needed to foster or revitalize economic devel-

opment. Available funding includes:

Community Development Block Grants 

(State Programs) — Th ese funds from the 

Department of Housing and Urban Develop-

ment (HUD) are distributed to states for the 

expansion of economic opportunities in both 

urban and rural communities. For more infor-

mation, please visit http://www.hud.gov/.

Community Facilities Loans and Grants — 

Th ese loans and grants from the U.S. 

Department of Agriculture are provided to lo-

cal and state governments for the construction 

Exhibit 47

Annual Change in Texas Goods and Services Employment 

Sources: Texas Comptroller of Public Accounts and Global Insight, Inc.
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DID YOU KNOW?

In 2006, Texas media 

industries (fi lm, 

television, commercials, 

animation and video 

games) spent $330.1 

million on production 

spending in Texas. Since 

1997, they’ve spent $1.8 

billion.

In 2006, Texas media 

industries added about 

10,900 permanent jobs 

and 6,700 temporary 

crew jobs in Texas.
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http://www.window.state.tx.us/taxinfo/

taxpubs/tx96_302.html.

§4b Sales Tax — Th is tax can be levied 

by all cities, regardless of population, for 

quality-of-life improvements intended to 

attract or maintain businesses, such as streets 

and roads and related improvements. Th e 

funds may be used to improve infrastructure 

and build facilities including sports, enter-

tainment and convention centers.

§4a and §4b are collectively known as the 

economic development sales tax. For more 

information, please visit http://www.window.

state.tx.us/taxinfo/taxpubs/tx96_302.html.

Economic Development Refund Program — 

Th e Property Tax Division of the Comptrol-

ler’s offi  ce administers this program that allo-

cates state refunds for economic development. 

To be eligible, a property owner must have 

established a new business in a reinvestment 

zone or expanded or modernized an existing 

business located in the zone. For more infor-

mation, please visit http://www.window.state.

tx.us/taxinfo/proptax/.

Texas Leverage Fund — Th is fund allows 

cities that have adopted the economic develop-

ment sales tax to leverage future tax revenue for 

or enhancing existing research talent at insti-

tutions of higher education. Th e ETF seeks to 

establish new jobs and medical and scientifi c 

breakthroughs. Grants are awarded by the 

governor. Th e ETF has $116.6 million avail-

able for fi scal years 2008 and 2009. For more 

information, please visit http://www.governor.

state.tx.us/divisions/ecodev/etf/.

Texas Enterprise Fund — Th e fund was 

created to provide grants to economic devel-

opment projects. Th e governor awards these 

grants to projects for the purposes of infra-

structure development, community develop-

ment, job training programs and business 

incentives. Grants are used to attract new 

businesses and expand existing businesses. Th e 

Enterprise Fund has $224.4 million avail-

able for fi scal years 2008 and 2009. For more 

information, please visit http://www.governor.

state.tx.us/divisions/ecodev/ed_bank/tefund.

§4a Sales Tax — Th is tax can be levied by 

cities in counties with fewer than 500,000 

residents to support manufacturing and 

industrial development. Th e funds gener-

ated can be used to improve infrastructure; 

purchase land and buildings; or develop new 

businesses. For more information, please visit 

Low-Income Energy Assistance

Many of those who spend a greater proportion of their income on energy use are those who cannot 

aff ord to remedy the problem.  The majority of low-income individuals spend more than 40 percent of 

their income on utilities, often due to older, ineffi  cient home appliances and an inability to pay for home 

energy effi  ciency improvements. The State Energy Conservation Offi  ce and the federal Energy Star 

program are combining resources and eff orts to facilitate two projects that address such issues with low-

income households.  Both projects are designed to enable sponsors to provide services and outreach to 

Texas citizens that might not otherwise participate due to a lack of resources.  These projects are some 

of the fi rst of their kind in the country and are already proving to be examples for others.  Energy Star is a 

joint partnership of the Environmental Protection Agency and the U.S. Department of Energy. For more 

information, visit the State Energy Conservation Offi  ce Web site at http://www.seco.cpa.state.tx.us.
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More information on economic develop-

ment grants, loans and tax incentives for 

communities can be found at http://www.

window.state.tx.us/specialrpt/fedstate05/ and 

http://www.window.state.tx.us/specialrpt/

stateloc05/. In addition to the grants and 

loans for cities and communities listed above, 

many other opportunities exist for businesses, 

industry and farms including the Small Busi-

ness Association and the U.S. Department of 

Agriculture.

Comptroller Assistance

One of the many functions of the Texas 

Comptroller’s offi  ce is providing economic 

development information to local govern-

ments and other groups, and analyzing the 

demographic, labor force and other eco-

nomic factors needed to generate economic 

growth in communities. Th rough the Texas 

EDGE (Economic Data for Growth and 

Expansion) Program, the agency can run 

economic models and provide analyses that 

identify occupational and industry trends 

and their eff ects on the regional economy. 

Th e Comptroller’s offi  ce also can provide 

the purpose of fi nancing community projects 

(such as purchasing land or equipment or 

building public parks and entertainment facili-

ties) and industry expansion. For more infor-

mation, please visit http://www.governor.state.

tx.us/divisions/ecodev/ed_bank/leverage_fund.

Texas Industry Development Program — 

Th is program, administered by the Texas Small 

Business Industrial Development Corpora-

tion, provides communities with funds for 

job creation and industry expansion. Th e 

funds can be used to purchase land, facilities, 

construction, equipment and infrastructure 

improvements. For more information, please 

visit http://www.governor.state.tx.us/divisions/

ecodev/ed_bank/TID_loan_program.

Texas Capital Fund — Th is fund supports 

four programs, each administered by the 

Texas Department of Agriculture through 

the Offi  ce of Rural and Community Af-

fairs. Th e programs are designed to create 

new jobs or retain existing jobs, primarily 

for low- or moderate-income individuals, in 

cities with fewer than 50,000 residents and 

counties with fewer than 200,000 residents 

that do not receive direct funding from 

HUD. For more information, please visit 

http://www.agr.state.tx.us/agr/program_

render/0,1987,1848_6050_0_0,00.html?

channelId=6050.

Th e four programs include the Downtown 

Revitalization Program, the Infrastructure 

Development Program, the Main Streets 

Improvement Program and the Real Estate 

Development program. Th ese programs 

provide funds for land acquisition, public 

infrastructure improvements and real estate 

development designed to encourage business 

development and expansion.

Sales Tax Assistance Provided to Escobares

In November 2006, the recently incorporated city of 

Escobares contacted the Local Government Assistance 

Division for help related to a sales tax election. Upon 

meeting with local offi  cials in Escobares, LGA assisted them 

with drafting documents to hold a sales tax election for 

city sales tax, street maintenance sales tax, section 4A sales 

tax and section 4B sales tax; all of which were adopted. 

LGA continued to work with local offi  cials to help the city 

implement the new taxes. The city of Escobares received its 

fi rst allocation from the Comptroller’s offi  ce in June 2007.

DID YOU KNOW?

Texas received $24.4 

billion in federal funds 

during fi scal 2007, a 

decrease of 1.4 percent 

from fi scal 2006.
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Texas EDGE

Short for Economic Data for Growth and Expansion, the Texas EDGE program has received more than 100 

requests and has assisted many local entities since its inception in August 2007. Here are a few examples of 

what the Comptroller’s Texas EDGE has done for Texans:

provided a regional economic model (REMI) analyzing the economic impact of the World Cheerleading • 

Hall of Fame on the Houston – Sugar Land – Baytown MSA.

in response to a request for information on retail sales data for Cameron County, provided Sites on • 

Texas Executive Summary Report for Cameron County and the city of San Benito. In addition, the 

program calculated sales tax allocation data per capita.

provided a REMI report for the economic impact of a new biomedical research company that opened • 

in Jim Wells County.

provided sales tax history for the last 10 years for the city of Gonzales in graph and table form.• 

provided information on changes in manufacturing employment in Texas from September 2000 to • 

September 2007.

provided economic data, including income statistics, on Tarrant County and Southeast Fort Worth, • 

down to the zip code level.

provided a State of Texas Automated Information Retrieval System (STAIRS) report for Aransas • 

County.

provided Standard Occupational Classifi cation forecast information for construction professionals from • 

the Texas Workforce Commission for the Gulf Coast Workforce Development Board and for the state.

For more information, visit the Texas EDGE Web site at http://www.window.state.tx.us/texasedge.

local demographic data, identify business 

clusters and provide maps of regional infra-

structure including highways, railroads and 

other public facilities. For assistance, please 

visit www.window.state.tx.us/texasedge or 

e-mail texas.edge@cpa.state.tx.us.

Since August 2007, the Comptroller’s 

offi  ce has responded to more than 100 

Texas EDGE requests. Requests have come 

from city government offi  cials, county 

government offi  cials, economic develop-

ment corporations, private businesses and 

members of the media. Requests have come 

in for information on many topics includ-

ing demographics, economic development, 

economic modeling and taxes. Most of the 

requests thus far, about one third, have been 

on economic development.

Th e Comptroller’s offi  ce also provides local 

governments with information about tax-

related programs and identifi es opportunities 

to raise funds for economic development 

eff orts through property, sales and franchise 

tax revenues, exemptions and credits. Th e 

agency also provides information on special 

assessments and other opportunities related 

to disaster relief.

Th e Local Government Assistance and 

Economic Development Division at the 

Comptroller’s offi  ce can provide a free risk 

assessment to local governments. A risk as-

sessment can give reasonable assurance that 
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Sales Tax Assistance Provided to Princeton

In November 2007, the city of Princeton contacted the 

Comptroller’s offi  ce seeking information on original ballot 

language regarding sales tax. The city of Princeton was 

inquiring as to whether the sales tax collected by the 

city could be used only for street improvements, or if it 

could be used for other purposes. The Local Government 

Assistance Division obtained this information from the 

State Library and Archives Commission. LGA informed the 

city of Princeton that sales tax collections may be used for 

any purpose allowed by the Economic Development Act, 

allowing it to use tax revenues for new purposes. For more 

information, visit the Local Government Assistance Division 

Web site at http://www.window.state.tx.us/lga/.

Economic Development Questions for Further Consideration

• What can local communities do to create more and better-paying jobs?
• What strategies can Texas explore to keep the economy diversifying and 

growing in the future?
• What types of industry do the state and local communities get the most 

benefi t from?  How can we encourage those businesses to locate here?
• What information is needed in order to assist prospective employers or local 

employers that are growing?
• How do we link the economic development goals of our state with our 

education goals? 

risks to accomplishing a local government’s 

objectives have been identifi ed. It will also 

show the controls and mitigations associated 

with the risks.

Finally, the State Energy Conservation Offi  ce 

(SECO) helps Texas make the most of domes-

tic energy, reduce state and local government 

energy costs and promote cost-eff ective clean 

energy technologies. SECO off ers a free pre-

liminary energy audit for local governments. 

Th e audit provides recommendations on 

reducing electricity consumption by improving 

the effi  ciency of heating and air conditioning 

systems and using more effi  cient lighting.



Susan Combs Texas Comptroller of Public Accounts January 2008

T e x a s  i n  F o c u s :  A  S t a t e w i d e  V i e w  o f  O p p o r t u n i t i e s

74

E c o n o m i c  D e v e l o p m e n t



Susan Combs Texas Comptroller of Public Accounts January 2008

T e x a s  i n  F o c u s :  A  S t a t e w i d e  V i e w  o f  O p p o r t u n i t i e s

75

C o n c l u s i o n

To assist in meeting the state’s challenges 

and opportunities, the Comptroller will re-

lease a series of reports on Texas’ 12 economic 

regions (Exhibit 48). Th ese reports will be 

released starting in 2008.

While this report was designed to give local 

and statewide leaders detailed statistics and 

research for Texas as a whole, each of the 12 

subsequent reports will focus on the issues 

directly aff ecting each region and its economy.

Th ese reports will examine the regions’ 

demographic characteristics, including popu-

lation information and educational attain-

ment level. As with this report, the regional 

reports will examine the major issues facing 

businesses and communities including, 

water, energy, transportation, health care and 

education, tailored to a regional level.

Each report also will summarize the 

region’s most popular industries and occupa-

tions. Projecting forward, specifi c economic 

indicators for each region will be discussed 

identifying growth sectors and projecting 

future growth areas.

We hope that you will fi nd these reports 

useful to further promote local economic 

development in your areas. We look forward 

to hearing your feedback and stand ready to 

assist local communities in any way we can. 

For assistance, please contact the Comp-

troller’s Local Government Assistance and 

Economic Development Division at 

http://www.window.state.tx.us/lga/ or 

(800) 531-5441 ext. 3-4679.

To ensure the continued 

success of the Texas 

economy, the entire state and 

its communities will need to 

confront the challenges of an 

increasing and changing popu-

lation. Texans will have rising 

demands for water, energy and 

transportation. Th ese needs 

must be met, and balanced with 

challenges of the environment. 

Texans also will face the increas-

ing costs of health care for busi-

nesses, families and the unin-

sured and the need for a capable, 

educated work force.

Texas’ rapidly growing population presents 

not only challenges, but also opportuni-

ties for the state. An increasing population 

means increased opportunities for economic 

growth and development. Already, Texas 

has the second-largest economy of any state, 

behind California, and it is poised to grow in 

the future.

Texas is a vast and diverse state, with 

numerous economic bases, strengths and 

vulnerabilities. As community, business and 

local government leaders address these issues, 

the Comptroller’s offi  ce stands ready to assist 

them in assuring that Texas continues to 

grow and prosper.

Conclusion
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Exhibit 48

Map of Economic Regions

Source: Texas Comptroller of Public Accounts.

MMap of Economic Regions
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