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  Figure 13.4  	� Trends in Spending, 1978–2013

Source: Texas Comptroller of Public Accounts, “Texas Expenditure History by Function,” www.texastransparency.org/State_Finance/Budget_Finance/Reports/
Expenditures/by_Function/expend_hist.php (accessed May 29, 2014). 

The Rainy Day Fund

The Economic Stabilization Fund (ESF), often referred to as the Rainy Day Fund, 
was set up by a constitutional amendment approved by the voters in 1988. The ESF 
receives an amount equal to 75 percent of the amount of oil production tax collections 
in excess of 1987 levels and 75 percent of the amount of natural gas tax collections in 
excess of 1987 levels. The fund also receives one-half of any unused General Revenue 
Funds at the end of each biennial budget. In addition, the Texas Legislature may also 
add revenue to the fund whenever it wants.

Using the funds is much more difficult. Under certain circumstances, such as 
when the comptroller certifies a budget deficit, the legislature may appropriate money 
from the ESF with a three-fifths vote of each house. The legislature can use funds from 
the ESF for any purpose with a two-thirds vote of the members present in each house.

In 2011, the ESF became a major source of conflict. Advocates of using the fund 
argued that the economic downturn was the kind of “rainy day” that the ESF was 
designed to help with. Advocates of leaving the fund untouched argued that the eco-
nomic downturn could continue and that the state needed the fund to protect against 
future budget shortfalls. In the end, the legislature used about $3.2 billion from the 
fund that reflected budget shortfalls carried over from the previous budget, leaving 
$6.3 billion in the ESF for future budget shortfalls. 

The legislature has also supported use of the ESF for specific uses. In November 
2013, Texas voters approved a constitutional amendment that would allow the state 


