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Institutions Matter
Social, Economic, Political



Why Do People Prosper?

Smith, Hayek, Buchanan, North, Friedman

Acemoglu and Robinson 
Extractive institutions        Inclusive Institutions



Economic Freedom of the World



Economic Freedom Ranking in the U.S.?
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Source: Fraser Institute, Economic Freedom of the World 2017, 157 countries

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)

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


Fiscal & Monetary Policy? 



U.S. Labor Market Sends Mixed Signals

Source: BLS

https://www.bls.gov/news.release/empsit.nr0.htm


Results of Federal Institutions 

 Slowest recovery since WWII, but improving

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



Institutions Matter: Try New Model 
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Source: Fraser Institute, Economic Freedom of North America 2017

TEXAS & FLORIDA

BEHIND ONLY NH

https://www.fraserinstitute.org/sites/default/files/economic-freedom-of-north-america-2017.pdf


Institutions Matter: Texas Model Works

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

Measure U.S. Texas Florida California New York

Economic Freedom of North America 11th (World) 2nd 2nd 49th 50th

State Business Tax Climate Index -- 13th 4th 48th 49th

State-Local Spending Burden -- 37th 48th 6th 3rd

State-Local Tax Burden -- 46th 34th 6th 1st

U-6 Underutilization Rate (2003-17) 11.6% 10.5% 12.0% 14.3% 11.1%

Labor Force Participation Rate (2000-17) 65.0% 66.1% 61.7% 64.6% 62.1%

Emp-Pop 25-54 year old Ratio (2000-17) 77.6% 77.3% 77.5% 75.2% 76.1%

Civilian Emp (12/07-12/17), exclude TX +5,723,000 +2,024,000 +979,000 +1,564,000 +132,000

Top 10% Income Shares (2000-15) 47.8% 47.0% 55.0% 50.2% 57.1%

Supplemental Poverty Measure (2014-16) 14.7% 14.7% 18.7% 20.4% 16.0%

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


Texas, America’s Jobs Engine

DATA ARE CUMULATIVE MONTHLY TOTAL CIVILIAN EMPLOYMENT FROM

THE U.S. BUREAU OF LABOR STATISTICS FROM 12/2007 TO 7/2018.

Texas has created 23% of total U.S. employment increase since pre-Great Recession



Texas Created 377,100 Net Nonfarm Jobs 

In the Last 12 Months

SEASONALLY ADJUSTED NONFARM EMPLOYMENT DATA ARE FROM

THE BUREAU OF LABOR STATISTICS.



Texas' Unemployment Rate At or Below 

5% for 48 Straight Months

SEASONALLY ADJUSTED NONFARM EMPLOYMENT DATA ARE FROM

THE BUREAU OF LABOR STATISTICS.



Texas' Prime-Age Employed Population 

Higher than Others Since 2009

SEASONALLY ADJUSTED NONFARM EMPLOYMENT DATA ARE FROM

THE BUREAU OF LABOR STATISTICS.



Diversified Texas Economy Continues 

Creating Jobs in Most Sectors

Source: Dallas Fed, Your Texas Economy.

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


Texas’ Metros Continue Positive Job Growth

Source: Dallas Fed, Your Texas Economy.

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


Income Inequality Lower in Texas than Other 

Large States and U.S. Average

Source: Mark Frank, Sam Houston State University

http://www.shsu.edu/eco_mwf/inequality.html


American Dream is not dead – it has 
simply moved to the Lone Star State. 



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 limitations
Accountability: End tax-funded lobbying & 

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


Bubbly? Record High Texas Home Prices

Source: Dallas Fed, Your Texas Economy.

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


State Spending Problem



Local Spending Problem

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

https://www.texaspolicy.com/content/detail/abolishing-the-robin-hood-school-property-tax


Texas Property Taxes are Too High

Source: Tax Foundation, State-Local Tax Burden Rankings

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


Texas Education Should Spend Wisely

Source: TPPF, Texans Need More Education for Their Money

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


Property Tax Relief
1) Limit Spending: State 4% biennial & Local 2.5% annual

2) Eliminate School M&O Property Taxes (~1/2 Burden)

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

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 spending for 

Texans to prosper.



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? 



People Prosper from Trade: NAFTA & TX
Trade is between people not countries
NAFTA isn’t perfect: 1,700+ pages, favoritism
But has contributed to net gains in income & jobs
TX: $228 B trade with Mexico & Canada; +$12 B



Diversification of Economy Since NAFTA

Source: People Prosper from Trade: NAFTA and Texas.

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


Texas Top Exporting State for 16 Years



What’s Up With Tariffs?



Costs of Enacted and Threatened Tariffs?

Source: Tax Foundation

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


Costs of Retaliatory & Total Impact?

Source: Tax Foundation.

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


Takeaways: Let People Prosper
Institutions Matter
Reduce the Size and Scope of Government
Key: Limit government spending & free trade
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