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INTRODUCTION



AT NOON ON MARCH 16, 1861, Sam Houston, the governor of Texas, sat down to write his professional obituary. He was nearly seventy years old. Within three years he would be dead, and that afternoon his life’s work was being undone just outside his office, on the grounds of the Texas capitol.


On February 1, delegates to a state convention had voted to secede from the Union, by a crushing margin. A referendum held three weeks later found that nearly three-quarters of voters agreed. Texas formally left the United States on March 2, 1861, the twenty-fifth anniversary of the day Texas declared its independence from Mexico. The day in question, March 16, was to be the day the governor of Texas swore his oath of allegiance to the Confederate States of America.1


That governor, however, would not be Houston. For more than a year, since the 1859 election, he had been trying to stamp out the secessionist fervor that had taken hold of the state, first by argument, and finally by stalling; in the end, it was the legislature that called for a state convention to vote on the question. And now the secessionists were calling for him to come forward and be sworn in as the governor of Texas in the Confederate States of America. But the governor could acknowledge how Texas had voted more readily than he could accept it.


“Fellow citizens, in the name of your rights and liberties, which I believe to have been trampled upon, I refuse to take this oath,” Houston wrote. “I love Texas too well to bring strife and bloodshed upon her.”


Houston was concluding one of the oddest and most unlikely political careers in American history. He grew up as a fatherless boy from Tennessee, then as a teenage runaway lived with the Cherokees for several years before joining the infantry to fight in the War of 1812. From these semiferal beginnings he went on to power, fame, and, briefly, respectability. He was a congressman from Tennessee, then the governor of that state, until he had his heart broken and took off for the frontier, where he lived in a wigwam and drank himself half to death. Several years later, he roused himself and went to Texas, where he took up arms again and led the revolutionaries to their decisive victory at the Battle of San Jacinto. He became the first official president of Texas, then the governor of Texas, then the state’s first senator, then the governor again. By the time he finished writing his letter of resignation, that was all over: when he didn’t turn up outside, the convention delegates vacated his office, and Houston’s lieutenant governor was sworn in instead.


“It is, perhaps, meet that my career should close thus,” Houston continued. “I stand the last almost of my race . . . stricken down because I will not yield those principles which I have fought for.”


The principle at hand was union. Despite having been the president of Texas, Houston was the state’s most devoted American. He had gone to Texas to see if it could be won for the United States, and he had fought for Texas assuming that it would be. He had called for annexation in his inaugural presidential address.


And for the past several years, although he supported slavery, Houston had been fighting to preserve the Union. He was the only Southern governor who opposed secession. At first, he had said that the state had no right to secede, that Texas had joined the United States, not the North or the South. Several years later, he modified his pitch: maybe the states had that right, he conceded, but the war would be bloody, expensive, and ruinous.


Few were swayed. Texans didn’t like to listen.


Neither, for that matter, did Houston. For his whole life he had maintained an idiosyncratic, stubborn, and occasionally self-defeating sense of principle. On his wedding night his wife had confessed to him that she was in love with someone else. He was too humiliated to stay in Nashville, but he took an ad in the papers, warning that anyone who questioned her virtue “would pay for the libel with his heart’s blood.” As he prepared to lead the Texans into the Battle of San Jacinto in April 1836, he knew they would be badly outnumbered, again. Twice in the preceding six weeks, the Mexican army had massacred the revolutionaries—first at the Alamo, where the Texans hadn’t surrendered, and then at Goliad, where they had. In light of that, Houston took only one precaution: he ordered his troops to burn the bridges behind them.


And when the Mexican army surrendered, when the monstrously erratic president and general Antonio López de Santa Anna was finally captured, it was Houston whom he asked for mercy. “That man may consider himself born to no common destiny who has conquered the Napoleon of the West,” said Santa Anna, “and now it remains for him to be generous to the vanquished.”


“You should have remembered that at the Alamo,” Houston said. He had been wounded in the battle and was lying on a blanket under an oak tree. A biographer would later write that “a ring of savage Texans had pressed around, with ominous looks on their faces and ominous stains on their knives.”2 But Houston spared Santa Anna’s life and laid out the terms of the armistice that ended the revolution.


And now Houston was wounded again. “The severest pang,” he wrote, “is that the blow comes in the name of the State of Texas.”


IT’S COMMON FOR STORIES about Texas to start at the siege of the Alamo, and for good reason. That half-accidental battle is at the emotional core of the state’s story about itself, and in Texas, as in the United States, origin stories have been reified by belief and devotion.


But this isn’t just a story about the state. One of the fundamental truths about Texas is that, although the state is genuinely sui generis, and self-consciously different from the other states, it is, in many ways, the most American of all. Texas is part of the United States. This is a story about both of them. That’s why it makes sense to start with Houston. He was among the first people to see that Texas was part of the United States, even before the United States was committed to it, and even if Texans wavered along the way.


In retrospect, he was right. Today, Texas sometimes looks like the United States taken to its logical conclusion, with Texans themselves being an exaggerated version of Americans—the revolutionaries among the revolutionaries, the fighters who never left the ring, the inmates taking over the asylum. These are “the Super-Americans,” as New Yorker writer John Bainbridge put it in his 1961 book of the same title. “America on steroids,” agreed The Economist in 2002.


If people are resistant to this conclusion, you can hardly blame them. Texas is, despite Florida and New Jersey, America’s most controversial state, and when skeptical outsiders look at it, they have plenty to pick on. It has creationists on the State Board of Education. It has evangelicals in the governor’s mansion, except during those episodes when the governor has to move to a taxpayer-funded McMansion because someone threw a Molotov cocktail over the gates (2008–2012). It has America’s biggest prison population and its busiest death row. It grew rich on oil and worked that wealth on behalf of cronies, dirtying itself and the nation in the process.


Meanwhile, if you want to talk about schools, about health care, about poverty, Texas is at the bottom of the pack, keeping company with its bedraggled southern neighbors. The politicians all wish they were cowboys, and on the rare but unfortunate occasions when they get to national office, they go hog wild. They start wars. They take the rule of law out for target practice.


When confronted with any of these charges, Texas’s leaders are blithely unconcerned. They might even take them as a compliment and think about running for president. “It’s like a whole other country,” as one of the official slogans puts it. When compelled to self-reflection—if, for example, you specify one of the many metrics where Texas is among the worst in the nation—they just joke about it. “Thank God for Mississippi,” as Rick Perry might put it. That casual belligerence, that reflexive stupidity: further grounds for offense.


Texas’s boosters, meanwhile, can’t stop bragging. They would brag no matter what, probably, but over the past ten years they’ve had a lot to hang their hats on. In 2002, Texas accounted for 7.4 percent of the country’s economy; by 2012, that figure had jumped to 8.7 percent.3 Between June 2009 and June 2011, the lone state of Texas created 40 percent of America’s net new jobs. Since 2000, several million people have moved here, drawn by the factor that has always drawn people to Texas—the chance to find work and wrestle a new life out of this inhospitable soil. This is where America goes for jobs, for energy, for land, for soldiers, for industry, for growth.


And Texas manages all that, the boosters note, without any special favors. The state is a net contributor to federal tax receipts. When scrapping with Washington, the state is often trying to turn down federal funds: Texas would rather not have the money if doing so means taking the rules that go with it. And the state does its share in the face of special challenges. The land border between the United States and Mexico, for example, runs for some 2,000 miles, about 1,200 of them in Texas. Yet it’s Arizona and California that are the squeaky wheels when it comes to unauthorized immigration and border security.


It’s hard to say which side is right, because there are a lot of mixed signals.


This is the state that gave America George W. Bush. Republicans control every statewide office, and the religious right has a chokehold on the state GOP. Yet it’s also the state that produced Lyndon Johnson, who signed a lot of the laws that today’s Republicans are so angry about.


Texas’s oil industry is as powerful as ever. In 2011, in the wake of the Deepwater Horizon oil spill, one of the state’s congressmen apologized to BP, the British oil giant that was leasing the rig in question, for all the hassle. Texas is also America’s top state for wind power, and it was Texans who kicked off the shale gas revolution that is currently killing Big Coal.


Texans are sticklers for law and order, yet the state has maintained one of the nation’s most moderate policies toward unauthorized immigration. Texas has the fourth-highest incarceration rate in the nation, but in the past ten years some two dozen states have pursued sensible criminal justice reforms—more treatment, fewer mandatory sentences—based on an initiative that started in Texas.


The cheerleaders dismiss Texas’s inequities, its glibness, its hubris. The state’s critics minimize Texas’s entrepreneurial ethos, its openness, its confidence. There is one thing everyone can agree on: Texas punches above its considerable weight. Over the past fifty years, three Texans have held the White House. More have held fearsome power in the halls of Congress. The state’s powerful oil interests have had their grimy fingers all over America’s foreign policy, and the religious right comes here to field-test its messages. If Texans figure out a way to sell something, be it shale gas or science textbooks or criminal justice reforms, you can bet they’ll try to foist it on your state. Even worse, the state just keeps getting bigger and stronger and, apparently, angrier, like Bowser in Super Mario 3.


At the same time, Texas is clearly getting some things right. Over the past century, it came from nowhere to become one of America’s biggest, most dynamic, and most important states. Over the past ten years, it’s posted an economic performance that most states would love to see. Jobs are available. Household incomes are rising. The schools are improving. The cities are thriving. Between 2000 and 2010, Texas added 4 million people, between the migrants and the babies. Because of this staggering growth, it picked up 4 new seats in the House of Representatives during the most recent round of congressional redistricting. It’s become a cliché to say that people are voting with their feet, but nonetheless, if a couple million people move to a state, this starts to look like a pattern.


The possibility that Texas is doing some things well is not, in itself, a menacing one, and the bluster about how the nation has nothing to learn from Texas is just willfully obtuse, almost prima facie absurd.


Much of the nation, though, still wants to ignore or discount Texas’s success. That’s understandable—it’s a lot more fun to talk about sex ed and the death penalty than the structural economy, and it would be myopic to admire a state’s economic growth if it comes at the expense of the working and middle classes, the environment, the rule of law, and so on. That hasn’t been the case in Texas, though. The state is getting better for everyone. It’s strange that other Americans can’t seem to see that. Maybe something about this state just clouds people’s judgment.


Even so, even if the nation is tired of Texas, the state shouldn’t be ignored. Despite its idiosyncrasies, today’s Texas looks more like the future United States than any other state except, perhaps, California. America’s two biggest states have already been trying to figure out how to deal with a young, urbanizing, and increasingly heterogeneous population in the face of globalization, recession, realignment, and structural economic change. If neither of them can manage the transition, the United States is going to have a big problem. If either of them can, the United States should pay attention.


And I hate to be gloomy, but California . . . well, given its economic problems, maybe we should look elsewhere for ideas. Texas is the logical choice. Even if some of its politicians don’t believe in evolution, it’s already managed to evolve. A hundred years ago, for many Texans, infrastructure meant having a pail for water. Fifty years ago, it was the last state in the country with a poll tax. During the second half of the twentieth century, though, it clawed its way out of poverty and backwardness—thanks to luck and federal support, but also to a lot of old-fashioned bootstrapping and individual initiative.


Today Texas is one of America’s genuine powerhouses, and it has all the tools it needs to keep that up as long as it plans accordingly. Texas is, despite its rhetorical flare-ups, a pragmatic and largely reasonable state. It has a deep-seated suspicion of government and, not coincidentally, unusually high confidence in the private sector and in individuals, but as far as that goes, it’s an exaggeration of American tradition rather than a break from it.


Texas, in other words, is not a menace. There’s no reason to be scared. There’s no reason to be jealous. There are, however, plenty of reasons to pay attention. Texas might not be a role model for every state, but most places could use a little more of this state’s spirit, drive, and determination. The United States isn’t doing itself any favors by keeping its scrappiest state at arm’s length. That’s not preaching, by the way. Texans are Americans, so we can’t say it’s their loss. It’s ours.
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MAN-MADE MIRACLE


“I’M PRETTY SURE that to Washington, DC, Texas is an outlaw state,” said Rick Perry, the governor of the rogue place in question. It was June 2012, and he was giving a keynote address at the state Republican convention, in Fort Worth. The audience, some 6,000 strong, laughed and cheered.


It had been only a few months since he had face-planted in the race for the Republican presidential nomination, but Perry, with his smug grin and expensive suit, was looking like the cat that ate the canary. For the previous ten years—a period that neatly overlapped with his tenure as governor—the state of Texas had been having such a good run that pundits, and not just local ones, had taken to calling it the “Texas Miracle.” The state had added millions of people, and hundreds of thousands of jobs; the year before, its GDP, according to the Bureau of Economic Analysis, had hit $1.3 trillion. For the sake of comparison, Texas’s economy was bigger than that of Mexico or South Korea, and almost as big as, say, Australia’s.


The state’s unemployment rate had been lower than the national average every month since February 2007.1 The number of jobs in Texas had been growing more or less steadily for about a decade. In January 2002, there were 10.04 million workers in the state; in August 2011, the figure was 11.45 million.2


Texas had never been short on self-love, perhaps its greatest natural resource, but it had also been basking in praise from America’s business community. “In Chief Executive’s eighth annual survey of CEO opinion of Best and Worst States in which to do business, Texas easily clinched the No. 1 rank, the eighth successive time it has done so,” wrote the magazine’s editor.3 In November 2011, it claimed the number one spot in Site Selection magazine’s annual ranking of “top business climates.”4 A few months later, Business Facilities magazine agreed: Texas was the “best business climate,” according to its 2012 ranking.5 CNBC gave Texas top honors in its survey of “top states for business” in 2008, 2010, and 2012.6


Texas’s cities had also been singled out. In 2011, demographer Joel Kotkin, writing at Forbes, announced that Austin was America’s number one “next big boom town.” San Antonio, Houston, and Dallas were number four, number five, and number seven, respectively. That same year, the Milken Institute, an economics think tank based in California, took a different view: San Antonio was America’s best-performing big city, followed by El Paso (number two); Austin was only fourth.7 A 2012 list of the twenty-five best cities for business and careers, also from Forbes, included five in Texas.8


At the state convention, Perry didn’t bother to run through the entire list of tributes to the state, but he did highlight one that he seemed to particularly savor: “Even the New York Times let it slip on its pages.” He was referring to a blog post, “Texas Is the Future,” published a few days earlier, that had noted the state economy had grown by 3.3 percent in 2011 (“not just oil, not just manufacturing”).9 There was more laughter, more cheering.


The governor smirked. The Texas economic engine was still humming along, and so it didn’t matter whether he was a laughingstock for the nation. The nation was still a laughingstock for Texas.


THE STATE’S FLOURISHING ECONOMY was only one of the reasons that many Republicans had been delighted when Perry announced in August 2011 that he would run for the Republican presidential nomination. Since the 1970s and 1980s, America’s Republican Party had come to rely on a coalition of fiscal and social conservatives as the two pillars of its political base. Under normal circumstances, it was an equable marriage of convenience. The fiscal conservatives brought the money and the social conservatives brought the passion. Even if the two groups weren’t perfectly aligned—why would they be?—at least they managed, for the most part, to stay out of each other’s way. When they didn’t, though, the Republican coalition could seem like a Faustian bargain.


That was the party’s position when Perry entered the race. The gentlemen’s agreement between the fiscal conservatives and the social conservatives had been challenged by the sudden appearance, in 2009, of the Tea Party movement, which applied the social conservatives’ traditional zeal to the fiscal conservatives’ traditional issues—taxes, spending, regulation. For months the Republican power brokers had been hoping for a new candidate. It was looking like the Republican presidential nominee would be an ideologically suspect Mormon from Massachusetts unless somebody else came along. As Mitt Romney slogged along in the polls, the far right—the social conservatives and Tea Partiers—were increasingly out of temper. For Republican moderates, this presented a dilemma. If the far right voters got their way, the party would end up with an unelectable nominee, such as Rick Santorum. If the base was ignored, though, those voters might sulk or even sit out the election altogether. Now here was a socially conservative evangelical southerner, a red-meat politician who had just hosted a massive prayer rally. He was the longest-serving governor of America’s biggest red state—a state that just happened to be leading the nation, by a whopping margin, in job creation.


As it happened, the power brokers and pundits had slightly exaggerated his social credentials. Perry had never cared as much about the culture wars as people expected him to, given his biography and job title. The fact was that, although the governor had always described himself as a social conservative, he had rarely been asked to prove it, and he had never much exerted himself over those issues. Even in announcing his candidacy, he didn’t pander to the religious right; he was there to talk business. “Since June of 2009,” he said, “Texas is responsible for more than 40 percent of all of the new jobs created in America.”10


It was a pretty good line. At the time Perry joined the race, the nation, and almost every state in it, had been struggling for several years with high and intractable unemployment. The national unemployment rate had jumped from 5.4 percent in May 2008 to 9.4 percent one year later and wouldn’t drop below the 9 percent threshold until October 2011.11 The figures were even higher for certain subsets—young people, minorities, and people without much education. The underemployment rate, meanwhile, was hovering around 16 percent.12 Millions of Americans, after months of unemployment, had just given up.


The unemployment rate, of course, is a key indicator of social welfare, arguably the most important one. Anyone who can afford not to worry about it is someone who hasn’t had to worry about his or her own employment status. And the question of whether a job is “good” enough for someone probably should be answered by the person in question. So given that jobs were the absolutely critical issue for so many Americans in the years after the 2008 financial crisis, wouldn’t Democrats have been genuinely curious about how Texas had managed it, on the off chance that any aspects of the situation could be replicated elsewhere?


But it turns out that Democrats don’t believe in miracles. And so the national left’s reaction to Rick Perry’s narrative of jobs and growth in Texas looked like Elisabeth Kübler-Ross’s five stages of grief.


First there was denial. “What you need to know is that the Texas miracle is a myth,” wrote Paul Krugman in the New York Times, “and more broadly that Texan experience offers no useful lessons on how to restore national full employment.”13 Other left-leaning critics concurred: the statistics had to be misleading. After all, Texas had all that oil, and all those people, plus the governor spent all of his time poaching jobs from other states.


Besides, why get excited about an economy that wasn’t even that great? As of June 2011, Texas’s unemployment rate was 8.2 percent, not much below the national average. “While Texas has created more jobs than any other state in the past two years, the increase is far less than advertised,” wrote Merrill Goozner at the Fiscal Times. “The rate of increase is not much higher than a number of other states, including former rustbelt centers like Pennsylvania or liberal sanctuaries like Vermont.”14 Another version of this line of argument was that oil-rich Texas would naturally be buffered against a recession. While high energy prices hurt most states, the few that produce most of America’s fuel tend to be countercyclical; they do well precisely when other states struggle, and vice versa. North Dakota, for example, was thriving too; it had even less unemployment than Texas, but no one was strutting around talking about a North Dakota Miracle.


Then anger arose. Those weren’t good jobs; they were insulting, minimum-wage “McJobs.” Kevin Drum, at Mother Jones, explained that the whole thing “looks a lot less miraculous once you put it under a microscope—and pretty soon it won’t just be churlish lefties pointing this out.”15 Harold Meyerson, in the Washington Post, argued that Texas was no role model for a developed country. If the state was creating jobs, he said, it was only because Perry was wielding “a range of enticements we more commonly associate with Third World nations—low wages, no benefits, high rates of poverty, scant taxes, few regulations and generous corporate subsidies.”16 Anyway, Democrats weren’t powerless to create jobs. Barack Obama had presented a jobs plan to Congress (about a month after Perry got in the race, surely unrelatedly). He could pass it if only Republicans in Congress would quit stonewalling.


Then came bargaining. The Center for Immigration Studies (CIS), which is nominally nonpartisan but calls for less immigration, released a report saying that of the jobs created in Texas since 2007, 81 percent had gone to immigrants. In other words, “immigrants (legal and illegal) have been the primary beneficiaries of this growth since 2007, not native-born workers.”17 On hearing this, the right joined the left in having a problem with Texas, and both sides indulged in a little spasm of self-righteous xenophobia, even though, by CIS’s own account, half of those immigrants who were taking up American jobs were legally authorized to do so. Over the next few weeks, another, even more desperate theory surfaced. These were drug-war jobs. Of the 4 million people who had moved to Texas in the preceding decade, some very significant share were traffickers or kingpins.


Before the Democrats could reach the depression stage, though, they got a real miracle. Perry’s presidential campaign totally collapsed. Future pundits will recall that it was a woeful debate performance that did him in. Asked to specify the three federal agencies that he wanted to cut—a bit of bluster that had been part of his standard stump speech forever—he confidently named two. Pressed for the third, he flailed for about a minute before giving up. “Oops,” he added, by way of an explanation. (See? That’s what limited government looks like.)


In truth, Perry’s tumble had started before he stepped on stage.18 For weeks, for example, he had been hammered by other Republicans for a couple of moderate positions from his past. In 2001, he had signed a law allowing certain undocumented students to pay in-state tuition rates at Texas public colleges and universities. Ten years later, defending that decision during one of the primary debates, he seemed taken aback when everyone else on stage denounced him for it. It was a nice bit of situational irony; the left had feared Perry because it thought he was from the far right, but the far right had landed the first few swings at the piñata.


After the “oops” debate, however, Perry’s remaining support fell off a cliff. Herman Cain, an executive from Georgia who had made his fortune in the pizza industry, took over as the next Republican not-Romney. Democrats lost interest in the supposed Texas miracle. As long as Perry wasn’t going to be the nominee, there was no longer any reason to worry about it.


THAT WAS TOO BAD. The Texas Miracle wasn’t a masterpiece of central planning. It was to some degree due to a series of happy coincidences, and given that every state is different, it couldn’t have been precisely replicated elsewhere. At the same time, it wasn’t exactly dumb luck. While Texas was fortunate to have natural resources, it had also been cagey enough to create an economy that was about more than just oil. Two of the frequent observations—that Texas was creating lots of minimum-wage jobs and that it was doing well because it had managed to avoid the housing crisis—were effects of the phenomenon rather than causes.


The job creation numbers themselves, to start, were real. The data, which came from the Federal Reserve Bank of Dallas, have withstood every critique. “For obvious reasons, this has become a subject of intense interest to the national media,” said Richard Fisher, the president of the Dallas Fed, in an August 2011 speech in Midland. “My staff and I are being hounded by the national press corps for data and commentary.”19 Nevertheless, if you looked at the period from June 2009 to June 2011, he continued, Texas actually accounted for 49.9 percent of the nation’s net new jobs.


Of course, a number of states continued to lose jobs after the recession technically ended. In other words, their losses were dragging down the national net jobs figures. That would make the states that were gaining jobs seem stronger than they actually were. So Fisher went on: if you looked only at the states that had net job growth over the period in question, the figure was still impressive: 29.2 percent of the new jobs in states that had net new jobs were in Texas.


It was a soup of figures, but Fisher’s point was clear: any way you wanted to cut the numbers, Texas was creating a lot of jobs—more than anyone else, at least. The Texas Miracle’s skeptics, in other words, would be better off asking what kind of jobs they were and how they were acquired.


The other question—whether Texas’s jobs were good jobs—was more relevant. Texas does have more minimum-wage jobs than any other state, and it ties with Mississippi as the state with the most minimum-wage workers per capita. That’s a problem because a person who earns the federal minimum wage ($7.25 an hour) ends up making about $15,000 a year, assuming a standard forty-hour workweek for fifty-two weeks a year. For a single mother with one child, for example, that’s not even enough to hit the federal poverty line.


Around the country, as of 2011, 5.2 percent of workers aged sixteen or older who were paid on an hourly basis earned $7.25 or less per hour.20 In Texas, the figure was 8 percent.21 In California, it was just 1.6 percent—although by state law the minimum wage was $8.00 an hour, so that’s how California pulled off the lower figure. A better comparison would be to New York. There, as in Texas, the minimum wage was the same as the federal standard, but just 5.1 percent of hourly workers fell into the minimum-wage-or-less category, which was almost exactly the same as the country as a whole. The usual explanation for this is that everything is more expensive in New York, including labor, and that Texas’s workforce is different from New York’s (younger, less educated, and so on). The usual defense is that it’s a lot cheaper to live in Texas than in New York—which is true, but the cost of living isn’t that low. If you were living in Texas and making $15,000 a year, you would still be poor.


Most of the jobs created in Texas during the previous decade, however, were not minimum wage jobs. Lots of them were government jobs, as Democrats pointed out. Lots of them were emphatically white collar. All told, according to a Dallas Fed analysis based on BLS statistics, 28 percent of jobs created in Texas between 2001 and 2011 were in the lowest wage quartile. Another 28 percent were in the lower-middle group. The rest were in the upper-middle and highest wage quartiles (24 percent and 21 percent respectively). It’s true, then, that Texas created a lot of minimum- and low-wage jobs during the span in question. Of course, the state’s population had been growing, and the bigger the population, the greater the demand for food, sundries, movies, and so on. And the population growth was driven by the state’s broad-based economic growth; it wasn’t the other way around. In terms of median household income, by the way, Texas ranks in the middle of the pack.


Krugman, in his Times column debunking the “miracle,” had put the population growth down to “a high birth rate, immigration from Mexico, and inward migration of Americans from other states, who are attracted to Texas by its warm weather and low cost of living, low housing costs in particular.”23 Texas does get some of the sun-loving retirees known as “snowbirds,” most visibly in the Rio Grande Valley, but if Krugman thinks Texas’s weather is a key driver of domestic inmigration to Texas, he should come visit some time, really any time, in the long summer. Sure, businesses are drawn to the low cost of living and the low cost of housing; they make for a cheaper workforce. But if these were big draws by themselves, more people would be moving to South Dakota. Instead, people are moving to Texas en masse for the same reason people have always moved to Texas en masse: to work.


The state’s population growth was also one of the two big reasons that Texas avoided the worst of the housing crisis. Millions of people were moving to the state; that braced demand and kept housing prices stable. As a mildly ironic point of interest, note that Texas’s bad reputation had helped keep housing prices from overheating before the crisis—the state always grew, but outsiders could never have predicted that so many people would want to move to Texas, so real estate investors and developers tended to focus their efforts on California, Florida, and Arizona.


The other thing that helped Texas on the housing front was its lending laws. As many people have observed, these were surprisingly strict, at least relative to the laws that other states had, which stipulated that people had the inalienable right to buy as much of a McMansion as they wanted even if the application was scribbled in crayon. Texas didn’t allow balloon mortgages, it didn’t allow prepayment penalties, and, perhaps most importantly, it severely restricted cash-out refinancing. During the housing collapse, Texas had a greater share of subprime mortgages than the national average, but its subprime mortgages were faring better than most. In 2005, about 8 percent of Texas’s subprime loans were past due or in foreclosure, right in line with the national figure. By 2008, the Texas figure had jumped to 14 percent, but the national figure was 20 percent.24


Some analysts noted that these laws were a break from Texas’s professed ideas. “I find it very ironic that places like the AEI are using Texas as the role model for The Way States Should Conduct Themselves in the future, which is by association bootstrap-tugging laissez-faire financial capitalism,” wrote Mike Konczal, a fellow at the Roosevelt Institution, a progressive outfit inspired by FDR and Eleanor. He continued: “The research produced at the Dallas’ Federal Reserve, by economists on the ground, points out the exact opposite—consumer protection is a major reason why Texas isn’t Arizona or California or Florida.”25


Of all the reasons that Texas isn’t California, its consumer protection regime isn’t the biggest culprit, but Konczal was right to say that Texas sometimes breaks with strict laissez-faire capitalism. That’s always been the case; the state has never really pretended otherwise. A minimalist design is still a design. Texas calls for limited government, which is distinctly not the same thing as calling for no government, and Texas has often done things that are the opposite of laissez-faire.


Historically, that is, Texas wasn’t a straightforward probusiness state. It was (and is) pro–Texas business, whether the business was farming or oil or microchips. And if the government had to get involved to help the private sector along, well, for many Texans, that’s what government was for. At the end of the nineteenth century, for example, an antitrust movement emerged in the United States. The young country was no longer the agrarian republic of Thomas Jefferson’s vision. Big business interests had coalesced in the industrial Northeast and old Northwest, and they had the size to muscle the little guys aside. In Texas at that time, everyone was a little guy. Many of the people were small farmers who saw themselves as the victims of outside monopolies. In 1889, Texas became the second state in the country to get an antitrust law. Two years later it established a regulatory agency, the Texas Railroad Commission (TRC), that was intended to give small farmers an advocate in their dealings with the northern railroads and soon took on oversight of the state’s oil industry, thereby becoming the most important state regulatory agency in the country, as well as a textbook example of the value of government oversight.


We’ll return to that later, though. For now, let’s just observe that today, of course, Texas’s oil industry is a behemoth—the state’s most lucrative natural resource and a key reason that outsiders are skeptical when Texans pretend that the Texas Miracle is about anything other than oil.


BECAUSE OF TEXAS’S filthy oil riches, outsiders assumed that a lot of the jobs created in Texas must have been oil and gas jobs. Energy is a major driver of the state economy, as we all know, and buoyant oil prices helped keep Texas thrumming along while most states were struggling.


As an aside, this is an odd line of critique. Just because Texas has a lot of oil and gas, while most states don’t, doesn’t mean that the Texas economy writ large is somehow an illusion. No one would agree with that logic if extrapolated to the United States, a resource-rich country, as a whole. Maybe the idea is that because Texans didn’t make the oil, it somehow shouldn’t count. Let’s be fair, though. Maryland didn’t create the federal government. New York didn’t invent finance. California didn’t create its spectacular beauty. Every state has assets, and challenges. It would be nice if the governor of New Mexico could travel back in time four hundred years and lay the foundations for some world-class universities—instead, like Texas, like every state, it has to play the hand it was dealt, dance with the one that brung it, and so on.


But even if we set that aside, oil isn’t sufficient to explain the Texas Miracle. The oil industry, like most of the energy industry, is capital intensive rather than labor intensive. Oil rigs create jobs (relatively high-paying ones, because the work is dangerous, dirty, and difficult). But the expensive part of a drilling operation is the drilling, not the driller. The Texas Miracle might have sputtered if oil and gas hadn’t been doing well, but the energy industry isn’t sufficient to explain all the jobs growth. In June 2011, according to an analysis from economist Karr Ingham, the Texas oil and gas industry was at a high point, with some 224,000 workers; since June 2010, the energy industry had added more than 28,600 jobs or about 13 percent of the state’s net jobs in that span.26


That’s probably fewer than people would expect, even in Texas. The state is less dependent on energy than it once was. That’s partly because other industries have emerged naturally. When Texans discovered their first oil gusher, in 1901, there was barely anything else in the state, but that was bound to change.


But it’s also because Texas has made a deliberate effort to diversify, particularly after oil prices collapsed in 1986. When that first gusher was hit, Texans weren’t thinking of the long term. The nineteenth century had been a grueling one for Texas. It had staged a successful revolution and logged nine years as an independent republic. No sooner had Texas been annexed than it went to war with Mexico on behalf of its new country. Then there was the Civil War, after which Texas, thoroughly defeated, was reconstructed by hostile carpetbaggers. And for all those decades, the average Texan was eking out a living by growing cotton, farming corn, or catching feral cattle. The state’s priority in 1901 was to catch up, and putting itself in charge of its newfound wealth was one way to do that. By 1901, there was a feeling that if Texas were to be colonized again, it should, at least, be colonized by Texans. The antitrust law from 1889 provided a way for the state to keep the nation’s extant oil companies, which had started sniffing around, firmly out.


The state’s leaders succeeded well enough that by the 1970s the state’s economy was still dangerously lopsided. The oil industry carried Texas through the national recession of the 1970s (a national recession that was triggered and exacerbated by high energy prices, which meant that Texas was well hedged against it). When the price of oil collapsed, however, Texas was caught flat-footed. The state spent years in the doldrums, even as the national economy roared back to life in the 1980s.


It was a real learning experience. “Fool me once, shame on . . . shame on me. Fool me twice . . . won’t get fooled again,” as George W. Bush would say years later. Between 1970 and 1987, according to a 2011 analysis by two economists at the Dallas Fed, a 10 percent uptick in the price of oil boosted state GDP by 1.9 percent and employment by 1 percent. Between 1997 and 2010, however, a 10 percent increase in the price of oil boosted Texas GDP by 0.5 percent and employment by 0.39 percent.27 As those figures show, the state’s economy has diversified. The diversification began naturally, but it was helped along by state policy. Helping business is, in a sense, the overarching goal of what Texans describe as “the Texas model”—the secret to the state’s success, according to many Republicans, and a model so simple that even Perry knows it by heart.
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THE TEXAS MODEL


TEXAS’S REPUBLICAN LEADERS can describe their governing philosophy in three words (“the Texas model”) or four if they need to explain what the Texas model is (“low taxes, low services”). In Perry’s telling, the Texas miracle was proof of how well the Texas model works. During his brief presidential campaign, he offered a four-part “recipe” for economic stewardship as part of his stump speech: low taxes, low regulation, tort reform, and “don’t spend all the money.” That had worked in Texas, he said, and it could work for the whole country.


The idea is almost as simple as he described. The state’s Republicans don’t like taxes. Texas is one of the seven states that don’t collect an individual income tax (the others are Alaska, Florida, Nevada, South Dakota, Wyoming, and Washington). It’s also one of four that don’t collect a corporate income tax; it has a gross receipts tax instead, meaning that most businesses pay a small tax on all of their sales, rather than only on their profits. About two-thirds of the state’s general revenue funds come from the sales tax.


Texas’s taxes are indeed low, albeit regressive. For FY 2009, the Tax Foundation put the Texas tax burden at $3,197 per capita (the thirty-ninth highest in the nation), compared to $4,160 in the United States as a whole and $4,910 in California (the sixth highest).1 Texas’s aversion to taxes is partly principled, partly structural (the state constitution severely limits state taxing authority), and partly pragmatic. The idea is to create a business-friendly climate. That’s also why Texas isn’t big on regulation or lawsuits.


This model mostly predates Perry. Texas never had high taxes. Technically speaking, he’s even raised a few little taxes over the years.2 His biggest move came in 2006 when he engineered a “swap” that lowered property tax rates—Texas has some of the highest property tax burdens in the country—with the intention of offsetting those declines via an increase on the cigarette tax and a new margins tax on most businesses. Those new revenue streams haven’t made up for the decline in property-tax receipts, though; Republicans describe the swap as a net tax decrease, and Democrats call it a structural deficit.


Similarly, the governor inherited the state’s minimal regulatory framework. His administration has resisted new federal regulations, in some cases by offering new state regulations as an alternative. Perry also signed a major tort reform bill in 2003 and a follow-up “loser pays” reform in 2011.3 The connection between tort reform and job creation is empirically dubious, but these reforms may have served as what economists call a “signaling device”—a sign that the state was serious about its commitment to conservative principles. The reforms certainly sent some signals to the Texans for Lawsuit Reform, one of the state’s most powerful lobbies.


As far as being business friendly, Texas has succeeded. The Tax Foundation rates it as the nation’s ninth best climate for business. Notably, the state gets top-ten billing even as the Tax Foundation also dings Texas for high corporate taxes; though the state’s gross receipts tax has plenty of exemptions and loopholes, it still yields the thirty-seventh highest business tax burden in the country. The reason the state’s business climate is regarded so highly might have more to do with the lack of a personal income tax, which millionaires like just as much as anyone else does, and the lackadaisical regulatory climate.


As far as taxes and spending go, Texas practice what it preaches, for the most part. Outsiders sometimes assume the state must be hypocritical, that its leaders rail on about taxes and spending while begging for federal money—which is true of many red states, including most of the American South. “Among states that voted Republican in the last three elections, all but one gets more money back from the federal government than it pays in taxes,” noted Jonathan Cohn, a progressive journalist, on the eve of the 2012 elections. “For most Democratic states, it’s the opposite.”4 So when Perry accepted stimulus funds after railing against the stimulus for months, the schadenfreudists did some smirking.


But as Cohn mentioned, there is one red state that gives more to the federal government than it takes. From 1990 to 2009, according to a 2011 analysis from The Economist, Texas was among the twenty states that paid more in federal taxes than they received in federal funds.5 Many of the state’s recent battles with the federal government have been in defense of its right to run a tight-fisted ship. The stimulus package, for example, involved supplemental money for the states’ unemployment insurance funds. Texas took some of that money, but only the funds that came without federal strings attached. Taking all of the money on offer would have required the state to change its eligibility standards for unemployment funds. When the federal money dried up, after a few years at most, Texas would be on the hook for more spending—indefinitely. For Texas’s Republican leadership, that wasn’t an acceptable trade, especially given that Texas still had some money in its unemployment fund. (In South Carolina, by contrast, Governor Mark Sanford had joined Perry in threatening to turn down some of unemployment funds but soon backed down because the state fund was running dry.)


People can agree or disagree with the Texas Republicans on that position, but it wasn’t an incoherent argument. Perry later argued—logically enough—that it was fair for Texas to accept some of the other stimulus funds. Texas didn’t want the stimulus, he explained, but if it was happening anyway, Texas taxpayers might as well get their share of it.


If we’re trying to figure out whether Texas is sincere in its commitment to limited spending, we can look at earmarks as another proxy. Of course, federal pork reflects a lot of things other than state policy—the specific composition of a state’s congressional delegation, perhaps, or unusual infrastructure needs. There are blue states that don’t get many earmarks (New York and Illinois) and red states that do (Alaska, North Dakota, Utah). With that said, an analysis by the Congressional Quarterly found that Texas had the ninth-lowest rate of earmarks per capita in the country in FY 2010: $17.03, compared to, say, $64.37 in New Hampshire, where it seems they live free or die on other people’s dime.6


Texas has been assiduous in seeking federal contracts, but that’s not quite the same thing as seeking federal support. The state has, for example, been the beneficiary of significant increases in military spending. Since 2005, when the military had its most recent round of Base Realignment and Closure, the federal presence at Fort Hood (just outside the town of Killeen), Fort Bliss (El Paso), and Fort Sam Houston (San Antonio) has ballooned. But the army isn’t the Works Progress Administration. The Center for the Intrepid—a new rehab facility for veterans returning from combat, at Fort Sam—isn’t just there for show. And the Department of Defense isn’t expanding its presence in Texas in some kind of misguided effort at redistribution; it’s picking the sites that make sense. One of the reasons for the expansion at Fort Bliss, for example, is that the post offers access to miles and miles of training and testing space at the White Sands Missile Range, just across the border in New Mexico.


Texas is also serious about transparency, at least when it comes to government spending. The ongoing State Integrity Investigation gives it an “A” for internal auditing, although its overall grade on the “corruption risk report card” is a D+, and in 2012, the United States Public Interest Group ranked Texas first among all the states for government spending transparency.7 Overall, on fiscal matters, it’s fair to say that the state’s actions correspond to its rhetoric. And again, keep in mind that Texas is paying more into the federal government than the federal government is returning. Stupid, maybe. Hypocritical, no.


State Republicans have fought efforts to tweak their model, even during lean times. The state budgets on a two-year cycle, starting with the year after the budget in question. At the beginning of the 2011 legislative session, Texas was expecting the biggest budget shortfall in its history, as much as $27 billion, for the 2012–2013 biennium, not to mention the gap in the budget already in progress.


At the time, these numbers were only estimates based on projections of spending obligations and expected revenue. Still, regardless of how big or small the shortfall turned out to be, the Republicans were determined to make it up by cuts, and for the most part they did. Democrats thought the effects would be devastating, given that the state’s per capita spending was already among the lowest in the nation. They didn’t dare call for tax increases; in Texas, that’s a tough spell. But, they pointed out, there was some $10 billion sitting in the state’s “rainy day” fund, and it wouldn’t be difficult to argue that a global economic downturn counted as a rainy day.


The legislature eventually, grudgingly, took about $4 billion out of the state’s well-padded rainy day fund but left more than $6 billion untouched. The legislators also deployed a few transparent accounting tricks for good measure. But the budget that eventually got through cut $15.2 billion in spending for the 2012–2013 biennium, and state spending was so stingy to begin with that almost every agency was whittled down.
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