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LITTLE ROCK - The legislature got its first look at the governor's balanced budget for the next two fiscal years. It calls for a reduction in the state sales tax on groceries from 6 percent to 3 percent, as well as for other tax reductions.
The sales tax on energy purchased by manufacturers would drop from 6 percent to 5 percent, which would save industry about $10 million next year. Farmers and loggers that burn diesel in off-road vehicles would save about $9.7 million next year because of a proposed change in the rate of taxation on diesel fuels.

The reduction in the food tax will save consumers about $90 million next year. It is the first stage in a gradual elimination of the state sales tax on groceries. If the economy stays healthy and state revenues remain stable, the remaining 3 percent food tax would be repealed in the future.
State government's largest single category of discretionary spending is the general revenue fund. The proposed budget forecast that it will be almost $4.4 billion next year. This year, it is expected to be a little more than $4 billion.
The initial budget proposal would increase funding for state prisons by 6.5 percent, from $254 million to $268 million. The Department of Community Correction, which operates work release programs and drug courts, would get a 28 percent increase, from $53 million to $68 million. The department wants to hire more parole and probation officers, to lower their average caseload.
The State Police would hire more troopers and get newer vehicles and equipment, thanks to an increase of 26.6 percent in the agency's funding.
Now, the State Police receives $49 million in general revenue funds and the governor's budget would increase that to $63 million.
Institutions of higher education would get 10 percent in additional funding from general revenue, bringing the total for all colleges and universities to $708 million in state aid.
The Public School Fund, for kindergarten through grade 12, would be $1.9 billion. That means increasing state aid next year by 8 percent.

The Health and Human Services Department would get 2 percent in additional funding, although distinct divisions within the agency would get larger increases. The Children and Family Services Division would get a 15 percent increase and the Aging and Adult Services Division would get a 12.9 percent increase. In all, the state will distribute more than $1 billion in general revenue to the Department, which receives almost three times that amount in federal revenue.

Writing budgets for state agencies is one of the most important and time-consuming duties of the legislature. In the 2005 regular session the legislature enacted almost 1,500 separate appropriations, which authorized spending requests by state agencies and entities that receive state aid.
The proposed budget would set aside almost $9 million over the next two years for a fund that would pay off bonds used to recruit an industrial "super project," such as a major automobile manufacturing plant. Besides offering tax incentives, the state also builds road, sewage and water systems to recruit industry.
