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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.
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
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Why Do People Prosper?
»Smith, Hayek, Buchanan, North, Friedman

» Acemoglu and Robinson
Extractive institutions Inclusive Institutions |
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U.S. CATEGORIES (RANKINGS):
SIZE OF GOVERNMENT (80),
LEGAL SYSTEM & PROPERTY RIGHTS (22),
SOUND MONEY (7),
FREE TRADE (63),
REGULATION (5)

MEXIco RANKS (76):
SIZE OF GOVERNMENT (23), LEGAL (117),
SOUND MONEY (96), FREE TRADE (64),
REGULATION (79)

Source: Fraser Institute, Economic Freedom of the World 2017, 157 countries Texas-Pubbie.Poli By
[F O U N D AT ONJ



https://www.fraserinstitute.org/studies/economic-freedom-of-the-world-2017-annual-report

FREn P — Federal Government: Current Expenditures (left)

— Federal Debt: Total Public Debt/1000 (right)
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- Actual fed funds rate —— Taylor Rule prescription
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Taylor Rule prescription: 4.02
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https://www.bls.gov/news.release/empsit.nr0.htm

> Mulligan: Implicit marginal tax rates

» Standards of living from 2007 to 2017
» Population: +8% to 325 million
» Food stamp recipients: +62% to 42.7 million
» Poverty level: +14% to 43 million
» SSDI recipients: +24% to 8.8 million

Texas-PabbiePolicy
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TEXAS & FLORIDA
BEHIND ONLY NH

N 2000 m 2015 46
49 50
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https://www.fraserinstitute.org/sites/default/files/economic-freedom-of-north-america-2017.pdf

Measure

Florida | California

Economic Freedom of North America 11t (World) e

State Business Tax Climate Index

4th

State-Local Spending Burden

- 48th

State-Local Tax Burden

- 46th 34th

U-6 Underutilization Rate (2003-17)

Labor Force Participation Rate (2000-17)

Emp-Pop 25-54 year old Ratio (2000-17)

11.6% 10.5% 12.0%
65.0% 66.1% 61.7% 62.1%
77.6% 77.3% 771.5%

Civilian Emp (12/07-12/17), exclude TX

+5,723,000 EZAerZyeoe} +97/9,000 | +1,564,000 EEEcyHe0[)

Top 10% Income Shares (2000-15)

47.8%

Supplemental Poverty Measure (2014-16)

14.7%

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

Supports Prosperity (updated)
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http://www.texaspolicy.com/content/detail/a-labor-market-comparison-why-the-texas-model-supports-prosperity

ToTAL CIVILIAN EMPLOYME
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positive until January 2015

\ -’ and didn’t surpass Texas
L ki d until November 2015.
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ANNUAL NONFARM JOB GROWTH RATE
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UNEMPLOYMENT RATE
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Employment Population Ratio: 25-54 Years
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Job growth (percent), Dec./Dec.*
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Util. (13.8%)  (13.5%)  (10.7%) Mining Sup.
(20.1%) (1.9%)

*Seasonally adjusted, annualized rate

NOTES: Patterned bar represents annualized June 2018/December 2017 job growth. Numbers in parenthesis indicate share of total state employment.
SOURCES: Bureau of Labor Statistics, Texas Workforce Commission; seasonal and other adjustments by FRB Dallas.

DATA: https://www dallasfed org/research/econdata/tx-emp-ind aspx

Source: Dallas Fed, Your Texas Economy.



https://www.dallasfed.org/-/media/Documents/research/econdata/texaseconomy.pdf

Job growth (percent), Dec./Dec.*
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*Seasonally adjusted, annualized rate.

NOTE: Pattemed bars represent annualized June 2018/December 2017 job growth.

SOURCES: Bureau of Labor Statistics; Texas Workforce Commission; seasonal and other adjustments by FRB Dallas.
DATA: https://www.dallasfed.org/research/econdata/tx-emp.aspx#tab3

Source: Dallas Fed, Your Texas Economy.
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https://www.dallasfed.org/-/media/Documents/research/econdata/texaseconomy.pdf
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http://www.shsu.edu/eco_mwf/inequality.html
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BUT...Texas has Challenges

» TPPF’s Texas Prosperity Promise

» Eliminate Property Taxes: Start with school M&O
» Education: Student-centered funding, Freedom

»Spending: State & local spending
» Accountability: End tax-funded lo

Imitations

obying &

government collection of union dues
» Self Governance: Prioritizing civics education

» Fiscal: Spending, Taxes, Corporate Welfare

» Education: Funding, Choice, TRS, Teacher Pay

» Regulation: Occupational Licensing, Local Zoning
» Energy: Oil & Gas, Resilient but Not Immune

» Federal: Debt, Regulation, Trade


https://www.texaspolicy.com/about/prosperitypromise

Dollars (thousands), four-month moving average* [VEteyts
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260 - Houston
240 - San Antonio
220 -
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May Price
$304,212
$279,322
$231,827
$234,209
$219,640

Y/Y % Change
1.5%
-0.6%
4.6%
0.7%
2.0%

U.S.

Texas

100
2000 2002 2004 2006 2008 2010

*Seasonally adjusted.
NOTES: Data in real dollars. Data through May 2018.
SOURCES: Multiple Listing Service; seasonal and other adjustments by FRB Dallas.

Source: Dallas Fed, Your Texas Economy.
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https://www.dallasfed.org/-/media/Documents/research/econdata/texaseconomy.pdf
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Table 1. Property tax levy growth by local taxing unit, 1996-2016 (thousands of $)

Tax Year Special Districts County Gty School Districts Total
199 §1,698,557 $2,537,184 §2,701,214 $9,910,195 §16,847,151
1997 §1,759,623 $2,658,308 $2,847,081 $10,394,500 $17,659,513
1998 $1,889,138 $2,828,287 $3,005,99% §11,334,614 $19,058,036
1999 $2,041,041 §2,979,279 $3,247,964 $12,009,923 $20,278,208
2000 $2,389,110 $3,200,920 $3,530,864 $13,392,336 $22,513,230
2001 §2,703,512 $3,566,857 $3,884,829 $15,155,218 §25,310416
2002 $2,864,455 $3,849,728 $4,186,795 $16,418,789 §27,319,768
2003 $3,092,285 $4,121,759 $4,415,213 $17,264,154 $28,893,411
2004 $3,369,069 $4,462,844 $4,607,758 §18,533,965 $30,973,635
2005 $3,609,630 $4,772,652 $4,901,792 $20,194,916 $33,478,989
2006 §3,972,186 $5,339,614 $5,322,986 §20918,122 §35,552,907
2007 $4,513,060 $5,836,990 $5,890,307 $18,874,240 §35,114,597
2008 §4,952,735 $6,342,705 $6,451,012 §21,233,517 $38,979,970
2009 $5,133,821 $6,526,724 $6,593,755 $21,780,056 $40,034,356
2010 $5,392,512 $6,567,070 $6,755,401 $21,558,289 $40,273,272
2011 $4,926,074 $6,742,913 $6,810,049 $22,001,561 $40,480,597
2012 $5,543,422 §7,064,659 §7,054,990 $23,072,782 $42,735,853
2013 $5,529,434 §7,537,750 §7,324431 $24,854,671 $45,246,286
2014 $6,370,470 §8,114,998 §7,828,572 $26,792,671 $49,106,717
2015 $6,954,137 $8,696,387 $8,380,436 $28,176,466 $52,207,427
2016 $8,031,408 $9,027,418 $9,165,214 $29,856,268 $56,080,308

Ave'afn’;';"“' 82% 6.6% 63% 5.8% 6.3%

Sources: Hegar (9) and latest available data for 2016 from Texas Comptroller (2018)

Figure 2. Texas'local property taxes and personal income

growth, 1996-2016
L

Special  Counties
Districts

Sources: Hegar and the FRED

Source: TPPF, Abolishing the “Robin Hood” School Property Tax
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https://www.texaspolicy.com/content/detail/abolishing-the-robin-hood-school-property-tax

How High Are Property Taxes in Your State?
Mean Effective Property Tax Rates on Owner-Occupied Housing, Calendar Year 2014

~nH

1.99% #2

1.11% #18
riIIN
1.46% #10
cTil
1.53% #9
Nl
2.11% #1
DE
0.55% #44
MD
1.00% #22
DC
0.54% (#46)

Hl
- 0.28%
#50
Note: The figures in this map are mean effective property tax rates on owner-occupied Effective Property Tax Rate
housing (total real taxes paid/total home value). As a result, the data exclude property taxes
paid by businesses, renters, and others. D.C.'s rank does not affect states' ranks, but the . . . . . . .

figure in parentheses indicates where it would rank if included.

Source: 2014 American Community Survey, available from the Census Bureau; Tax Lower Higher

Foundation calculations.
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Source: Tax Foundation, State-Local Tax Burden Rankings



https://taxfoundation.org/publications/state-local-tax-burden-rankings/

NON-
STUDENTS TEACHERS TEACHING
STAFF

Percentage Increase FY 1993 to FY 2015

If public schools had limited the increase in non-teaching staff
to the same rate as the increase in students,
public schools COULD have done one of the following...

A ; CREATED $8,000 EDUCATION SAVINGS

INCREASED EACH : SAVED ACCOUNTS FOR 270,311 STUDENTS

TEACHER’S BENEFITS $2.2 BILLION TO USE TOWARD EDUCATION SERVICES
BY$6,318 ~ ANNUALLY THAT BEST MEET THEIR NEEDS

Source: TPPF, Texans Need More Education for Their Money MM



https://www.texaspolicy.com/content/detail/texans-need-more-education-for-their-money

Table 3. 11-Year school property tax replacement scenario (thousands of $)
2020-21 2022-3 22425 202621 20829
GRR Revenue (10.08% increase) 118,146,662 130055845 143165475 157,596,555 17348287

New GRR Available for State Spending (4%
increase)

- ~ NewGRRPropertyTaxReplacement Payment 5872988 7287203 8348291 947654 10724704

429300 4dp4%44 4643438 489176 502238

v Property Tax Replacement % NS 6% N% N 56k
School M0 Poperty Taves SALS) RIS BIGES N09B 956628

Source: Authors' calculations

Swap Sales Tax Base GDP State Tax Local Tax
(Millions of §) (2017:Q3)  Rate Rate
A. Total Private Industries $1524249  352% 0.54%
B. A-Real Estate-Construction $1264658 4.24% 0.65%
C. B-Health Care-Manufacturing $936633 573% 0.88%
D. C-Management-Mining-Wholesale $637098  842%  129%
E. GDP Necessary for No Change in Rate $749988  6.25%  2.00%

Source: TPPF, Abolishing the “Robin Hood” School Property Tax

2030-31
190,969,302

523,36

12109870
100%
0

Total Tax

Rate
4.06%
4.89%
6.61%
9.71%
8.25%
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https://www.texaspolicy.com/content/detail/abolishing-the-robin-hood-school-property-tax

Prosperity in 2019 Texas Session

Pass Another Conservative Budget
Strengthen State Spending Limit

Eliminate Property Taxes—School M&O Tax
Eliminate Business Margins Tax

Create a Tax Relief Fund

Increase Budget Transparency

Review & Eliminate Occupational Licenses

Government spending is ultimately paid for
by taxation, so we must control spendlng for
Texans to prosper. ek



Can D.C. Make America Like Texas?

» Regulatory reform: Key to increased confidence
»Energy: Clean Power Plan
»Healthcare: Affordable Care Act
»Banking: Dodd-Frank

» Fiscal reform: Tax Cuts and Jobs Act
» Deal with massive debt?
»Revenue neutrality versus Budget neutrality?
» Welfare reform?



Since 2007, exports from
Texas to FTA markets have
grown by 65%

Texas Exports Grow Faster in Post-NAFTA Period

Index, 1988 = 100, real values
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e 2 ]
Mining Share of the Real Private g
Texas Economy (Left Axis)

== == == Real Oil Price (Right Axis)
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Source: People Prosper from Trade: NAFTA and Texas.



https://www.texaspolicy.com/content/detail/people-prosper-from-trade-nafta-and-texas

Index, Jan. 2007=100"
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Mexico is Texas' top
180 trading partner, recenving
37% of state exports
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NOTES: Underlying data in 2016 dolas. Data through May 2018,
SOURCES: US. Census Bureau; Wiserirade: Bureau of Labor Statishes; seasonal and other adjusiments by FRB Dalas

Texas goods exports in
2017

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

|
46,964
44,389
i
Chemicals 40,043
Oil & Gas 31,967
Transportation Equipment - 22,390

Texass ‘ﬂ,,.,-'
* \

Computer & Electronic
Products

Petroleum & Coal Products




Buyers and Suppliers
Employment in steel-consuming industries

4 exceeds that of the steel- and aluminum-
% of total LS. imports of each product, by source country, 2017 . producing industry.

Steel & aluminum imports come from a number of different countries

40% - ' : ' ' y Number of employees

M Steel-consuming manufacturers”
m Steel producers
% M Aluminum producers

|

o Steel wAluminum
1.0 million

20% - 0.8
0.6
10% 1
0.4
0.2
0% -
Canada Brazll Euro Korea Mexico Russia Turkey Japan Inda China E oo
Area ' 'ZOIOS' S ' '1'0 S - '1l5 '
ces (ensis Bure a It g pement. Calculated on : ity hasie for steel and value basis
Source; Census Bureau, LISA Tradz, 1., Morgan Asset Management, Calculated on & quantity bass for steel and value basis for |, D
aluminum, Data are as of March 2, 2018, groups objecting to the tariff

Source: Labor Department
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Table 1. Impact of Trump Administration
Enacted Tariffs

Tariff Revenue (Billions of 2818 Dollars)
Long-run GDP

GDP (Billions of 2018 Dollars)

Wages

FTE Jobs

Table 2. Impact of Trump Administration
Threatened Tariffs

Tariff Revenue (Billions of 2818 Dollars)
Long-run GDP |
GDP (Billions of 28618 Dollars)

Wages

FTE Jobs

Source: Tax Foundation

$153.25

-0.45%

-$111 .41

-8.29%

-345, 449
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https://taxfoundation.org/tracker-economic-impact-tariffs/#update

Table 3. Impact of Retaliatory Tariffs

Tariff Revenue (Billions of 2818 Dollars)

Long-run GDP
GDP (Billions of 20818 Dollars)
Wages

FTE Jobs

Table 4. Total Impact of Enacted and
Announced Tariffs

Tariff Revenue (Billions of 2618 Dollars)
Long-run GDP

GDP (Billions of 2818 Dollars)

Wages

FTE Jobs

Source: Tax Foundation.

$175.2

-8.606%

-8150.6

-8.39%

-466,899

N
P00 W'D A T )0 N



https://taxfoundation.org/tracker-economic-impact-tariffs/#update

| “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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