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see a hometown bank in every small town. If you are looking for a Bank of America, 
Wells Fargo, or Chase bank, you will likely have to drive to a bigger city. The current 
Texas Constitution also severely limited the rail companies regulating everything from 
how much they could charge to forbidding grants of money to railroads. It further 
contained a provision that prevented rail companies from consolidating with other rail 
companies. Similarly, Texas laws encouraged small oil companies and did not allow 
integrated oil companies to operate in the state until 1917. As we have seen, the current 
constitution reflected a preference for local control, constraining the state government’s 
ability to tax and spend and specifically creating limited institutions at the state level.

It is worth reflecting that today’s Texas is dramatically different from what the 
framers of the constitution intended. The Texas miracle did not merely require the state 
government to give big businesses a free hand but often to give them a hand up. The lack 
of regulations and limits on tort (discussed in Chapter 8) mean, in practice, businesses 
gain at the expense of individuals. Elected officials proselytizing about the Texas miracle 
often forget to confess to the state’s dalliance with subsidies and tax breaks, discussed in 
detail at the end of this chapter. As you read the chapter, the difficult choices of who to 
tax and where to spend will become evident. The fundamental change in the character 
of Texas, represented by the Texas miracle, will also become apparent.

In this chapter, we will describe the policymaking process and examine types of 
policies generally found in government as well as some of the specific fiscal policies 
that emerge from the process. There is little more difficult than deciding who to 
tax and where to spend. Nothing more clearly represents the state’s priorities and 

Governor Greg Abbott 
announces the relocation 
of Mitsubishi Heavy 
Industries’ headquarters 
from New York to Texas. 
This relocation of one of the 
world's leading industrial 
firms is just one example of 
the Texas miracle, bringing 
jobs to Texas while other 
states struggle to recover 
from the Great Recession.
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