ommerce Stre p
15th Annual Bank Conference

Vance Ginn, Ph.D.

Economist, Center for Fiscal Policy
Texas Public Policy Foundation
vginn@texaspolicy.com
@vanceginn

Texas-Pubdie Policy
F © U N D A T I O N


mailto:vginn@texaspolicy.com

The Texas Public Policy Foundation is a
501(c)3 non-profit, non-partisan research
institute.

The Foundation's mission is to promote and defend liberty, personal
responsibility, and free enterprise in Texas and the nation by educating and

affecting policymakers and the Texas public policy debate with academically
sound research and outreach.

Funded by thousands of individuals, foundations, and corporations, the Foundation
does not accept government funds or contributions to influence the outcomes of its
research.

p—— The public is demanding a different direction for their government, and the Texas
-_'; .’ . | Public Policy Foundation is providing the ideas that enable policymakers to chart that
' new course.
The Foundation is guided by these principles:
- Liberty

- Personal Responsibility

- Free Enterprise

EMAIL
info@TexasPolicy.com

PARKING
Click Here For Details
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512.472.2700

FAX
512.472.2728

ADDRESS

901 Congress Avenue
Austin, Texas 78701




Economy & Government

Texas -Pu-h)i&l’uliay
F o U N D A T O N



Why Do Nation’s Fail?

» Acemoglu and Robinson (2012)
Extractive institutions Inclusive Institutions
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Economic Freedom in U.S.?

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

2014 (RANKINGS): SIZE OF GOVERNMENT (78),
LEGAL SYSTEM & PROPERTY RIGHTS (27),
SOUND MONEY (40), FREe TRADE (60),

REGULATION (8)

Source: Fraser Institute, Economic Freedom of the World 2016, 157 countries
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http://www.freetheworld.com/2016/economic-freedom-of-the-world-2016.pdf
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— Federal Government: Current Expenditures (left)

— Federal Debt: Total Public Debt/1000 (right)

FEDERAL GOV'T
SPENDING UP 126%
SINCE 2000 AND UP

33% SINCE Q4 2008.
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TOTAL DEBT UP 246%
SINCE 2000 AND UP
87% SINCE Q4 2008
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[— Actual fed funds rate — Taylor Rule prescription

-2.5
2000 2002 2004 2006 2008 2010 2012 2014 2016

Source: Federal Reserve Bank of Atlanta



https://www.frbatlanta.org/cqer/research/taylor-rule.aspx?panel=1

The $4.5trn question

Federal Reserve holdings, $trn
Assets Treasuries by maturity, April 2017
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http://www.bloomberg.com/news/articles/2015-07-23/yellen-fed-s-independence-under-attack-despite-economic-rebound

W Dec. 2008 10 AuG. 2014: 0% RATE

155% B AuG. 2014 10 SPRING 2017: END QE
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Source: Fed FRED Texas-Pubbie Policy
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» Standards of Living since 2007?
» Population: +8% (325 million in 2017)
»Food stamp recipients: +62% (42.7 million in 2017)
» Poverty level: +14% (43 million in 2015)
»SSDI recipients: +24% (8.8 million in 2016)

» Mulligan (2012): Implicit marginal tax rates
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Source: Fraser Institute, Economic Freedom of North America 2016 Texas-Pubdie Policy



https://www.fraserinstitute.org/sites/default/files/economic-freedom-of-north-america-2016-us-edition.pdf

Measure IS, Texas Florida  California 1

31-&
14t

State Business Tax Climate Index (2017) -

State-Local Tax Burden (2012) -

Avg. Annual Nonfarm Job Creation (2000-15) 0.6%
Avg. U-3 Unemployment Rate (2003-15) 6.6%
Avg. U-6 Underutilization Rate (2003-15) 11.9%
Avg. Labor Force Participation (2000-15) 65.2%

Avg Employment-Population Ratio (2000-15) 61.1% 60.0%

Avg. Employment-Pop. Ratio 25-54 (2003-14) 77.52%

75.90%

Total Civilian Emp. (12/07-12/15), ex. TX +2.121.000 +489.000 | +929 000

Total Nonfarm Emp. (12/07-12/15), ex. TX +3.330.000 +802.000 | +530.000
Real Ave. Annual Private Pay (2001-14) 6.1% 6.1% 6.9%

Avg. Top 10% Income Shares (2000-13) 47.5% 52.0% 54.2%

Avg. Top 1% Income Shares (2000-13) 20.3% 23.9% 25.8%

Supplemental Poverty Measure (2013-15) 15.1% 19.0%

Source: TPPF, A Labor Market Comparison: Why the Texas Model Supports Prosperity (updated) TEXa s Pudidie Policy
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http://www.texaspolicy.com/content/detail/a-labor-market-comparison-why-the-texas-model-supports-prosperity

. . -. — T'—J" l -

3
o s N = { /
Z  -1,000,000 - \ /
= \ 4
E \ L4
2 -2,500,000 - . !
- ~
s \ 7 “'
= -4,000,000 - \ /==
\ “ , L] L] efge
5,500,000 1 \ 7> U.S. minus Texas civilian employment
b2 b wasn’t positive until January 2015
-7,000,000 \ R and didn’t surpass Texas until
\, . 0 N November 2015.
-8,500,000 T |\ T T T T T T T

12/2007 12/2008 12/2009 12/2010 12/2011 12/2012 12/2013 12/2014 12/2015 12/2016

DATA ARE CUMULATIVE MONTHLY TOTAL CIVILIAN EMPLOYMENT FROM
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Trade, Govt. Health & Prof. & Leisure Mfg. Fin. Const. Nat. Info.
transp. private bus. & activities res. &

& util. educ. svcs. hospitality mining
(20.1%) (15.8%) (13.8%) (13.6%) (10.8%) (7.0%) (6.1%) (5.8%) (1.7%) (1.7%)

NOTES: Nongray bars represent December over December growth; gray bars represent annualized growth in the first
and second halves of 2016. Figures in parentheses represent shares of total nonfarm employment as of December
2016.

SOURCES: Bureau of Labor Statistics, adjustments by the Federal Reserve Bank of Dallas.

Source: Dallas Fed, Texas Economy Shifting Into Second Gear In
2017, First Quarter 2017.



https://www.dallasfed.org/~/media/documents/research/swe/2017/swe1701b.pdf

Percent, December/December
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Texas Houston Dallas San Fort Austin El Paso
Antonio Worth

(24.7%)  (20.9%) (8.5%) (8.4%) (8.3%)  (2.6%)

NOTES: Figures in parentheses represent shares of total state employment.
SOURCES: Bureau of Labor Statistics; Federal Reserve Bank of Dallas.

Source: Dallas Fed, Texas Economy Shifting Into Second Gear In
2017, First Quarter 2017.

Rest of
Texas

(26.6%)



https://www.dallasfed.org/~/media/documents/research/swe/2017/swe1701b.pdf

BTexas ™U.S.minus Texas

-0.4%
Lowest wage quartile Lower-middle wage quartile  Upper-middle wage quartile Highest wage quartile

Source: TPPF, A Labor Market Comparison: Why the
Texas Model Supports Prosperity



http://www.texaspolicy.com/content/detail/a-labor-market-comparison-why-the-texas-model-supports-prosperity
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Dollars per barrel
120

West Texas
Intermediate (WTI) spot price

80
60

40~

- == WTI futures (Dec. 30, 2016) 33.94
A 95% confidence levels

2012 2013 2014 2015 2016 2017

NOTE: Confidence bands are calculated based on implied volatility of underlying contracts. For more information, see

the Energy Information Administration Short-Term Energy Outlook Supplement documentation at www.eia.gov/out-
looks/steo/special/pdf/2009_sp_05.pdf.

SOURCES: Bloomberg; Energy Information Administration; Federal Reserve Bank of Dallas calculations.
Source: Dallas Fed, Texas Economy Shifting Into Second
Gear In 2017, First Quarter 2017.
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https://www.dallasfed.org/~/media/documents/research/swe/2017/swe1701b.pdf
https://www.eia.gov/dnav/pet/hist/LeafHandler.ashx?n=PET&s=MCRFPTX2&f=M
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Will President Trump Make America Like Texas?

» Regulatory reform
»Energy: Clean Power Plan
»Banking: Dodd-Frank
»Healthcare: Affordable Care Act
» Infrastructure plan: Public-Private Partnerships

»Personal income tax changes & Corp tax 15%
»How to deal with potentially trillions of more dollars in
debt? Maybe $4 trillion over 10 years
»Revenue neutrality versus Budget neutrality
» Entitlement reform?



$232.6 billion

Texas's Top 5 Export Markets
(Millions of U.S. Dollars)

92,674

10807 7147 4881

Mexico Canada  China Brazil Korea

Jobs Supported by Texas Goods
Exports
Up by 197 Thousand Jobs Since 2009

1,046,549

Texas's Top 5 Export Categories
(Millions of U.S. Dollars)

Computer & Electronic
Products

Petroleum & Coal Products

Chemicals

Transportation Equipment

Machinery


http://www.trade.gov/mas/ian/statereports/states/tx.pdf

Average Unemployment Rate Declines Along
the Texas—Mexico Border After NAFTA

Texas Exports Grow Faster in Post-NAFTA Period

Percent

Index, 1988 = 100, real values
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0 Plﬁﬂm PniNAET A El Paso Laredo McAllen Brownsville
1988 1991 1994 1997 2000 2003 2006 2009 2012 2015 NOTE: Depiction of average for unemployment after 1994 ends in 2002, when China entered the World Trade
Organization.

SOURCES: WISERtrade; Gensus Bureau. SOURCE: Bureau of Labor Statistics.



https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2388003

“The curious task of economics is
to demonstrate to men how little

they really know about what they
imagine they can design.”

Friedrich Hayek, “The Fatal Conceit: The Errors of
Socialism™ 1988

“Practical men who believe
themselves to be quite exempt
from any intellectual influence, are
usually the slaves of some defunct
economist.”

John Maynard Keynes, “The General Theory of
Employment, Interest and Money" 1936
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»Much uncertainty but remain ca

»Key: Firm personal and institutional finances
to weather storms

» Assure that your institution matters
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