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by Marc Levin, director of the Center for Effective Justice

House Bill 613 (HB 613), by Representative Rob Orr, proposes to license a new occupation in
Texas: foundation repair contracting.!

The “dead-weight loss” to society from occupational licensing throughout the United States has
been estimated at between $34.8 and $41.7 billion.? A 2012 report from the Institute for Justice
ranked states by the average burden of their licensing requirements, and it named Texas the 17th
most burdensome state in America.’

In many economic freedom indicators, Texas ranks at or near the top of the nation,* but when it
comes to the economic freedom to practice a profession, Texas ranking is mediocre.’

Bills like HB 613 are part of the problem. HB 613 creates new licenses which raise the cost of
doing business, and consequently, raise prices for consumers. There is ample evidence that oc-
cupational licensing increases the prices of goods and services; there is scant evidence that it
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improves the quality.® As economist Adam Ozimek has explained:

In medicine there are studies showing that malpractice insurance premiums aren’t lower in states with occupa-
tional licensing, which you would expect if licensing was increasing service quality. There is evidence that nurses
provide providing [sic] primary care services as effectively as doctors. There are the studies showing that licensing
and certification for teachers do not improve outcomes. This is unsurprising given that in most cases how one
qualifies for a license is strongly influenced by or even directly set by some group representing the interests of the
industry.”

No evidence has been presented to suggest that Texas consumers would benefit from HB 613. Indeed, existing evidence
in other licensed occupations suggests that consumers would be harmed by the bill, as would small, independent busi-
ness owners. The only entities who would surely benefit are large, powerful, pre-existing foundation repair companies
because they are the ones who can afford to absorb the new costs and who are, therefore, “grandfathered” into a new
professional guild.

In short, occupational licensing bills are often pitched as necessary for safeguarding consumer interests, but in reality,
they serve to restrict competition in the marketplace.®

HB 613 proposes to create a mandatory licensing scheme for foundation repair contractors requiring that a contractor
must:

(1) carry insurance;

(2) take an exam to obtain a license;

(3) notify each municipality where the contractor works of his or her license; and
(4) pay a fee.

There are two types of licenses under this scheme, a master licensee (of which each company must have at least one)
and journeyman licensee.'” To obtain a journeyman license, one must have worked for at least 24 hours under the su-
pervision of a master licensee as a laborer. Violations of the new law or rules adopted under it will constitute a Class C
misdemeanor." continued on back
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Subchapter B of the bill also creates a seven-member advisory board to the Texas Department of Licensing and Regulation
(TDLR) to decide upon the rules, fees, scope of the exam, etc.'? The advisory board will of course contain existing founda-
tion repair contractors (specifically, it provides that four members of the advisory board must be master licensees), and
this further increases the risk that licensing requirements will be established with an eye towards reducing competition,
not improving quality.

Admittedly, it is difficult to inspect the work done by a foundation repair contractor immediately. It also true defects in
the contractor’s work probably take longer to manifest. Nevertheless, these same arguments exist with regard to numerous
occupations, and that does not abrogate the responsibility of consumers to do their due diligence.

Consumers may still obtain recommendations, ask for references, use Angie’s List, etc.

Perhaps the most legitimate concern of proponents of HB 613 is that contractors without insurance may guarantee a foun-
dation repair but ultimately not be solvent when a foundation problem later arises.

This, however, could be addressed as it has been addressed in Pennsylvania, where contractors are simply required to reg-
ister." Contractors could also be required either to:

(1) provide proof of insurance or post a bond; or

(2) notify customers before taking on a project that they are uninsured and have not posted a bond so no fallback
mechanism exists if the foundation repair contractor is not in business at a future point in time.

Any of these solutions would be preferable to the licensing scheme currently proffered by HB 613. As it stands, the bill
guarantees less competition and higher prices, but no evidence has been offered that it will improve quality. %
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