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At two recent events, business leaders were asked: “If your enterprise were run by government, 
would it be more efficient and productive?”1 In each case the audience’s response was laughter. 
Most Texans know that government is not predisposed to efficiency and productivity.

One of the most critical activities of the state is education. This is reflected by the fact that a 
large portion of the state budget is dedicated to education,2 yet over the decades the system has 
evolved into a government-run monopoly. That was not always the case.3

In the early years of our state’s history, public and private schools operated side by side. The 
system was more like a charter school system than like today’s monopoly. The current system 
is obviously not operating as the Constitution intended. In the recent school finance ruling, the 
district judge declared that “all performance measures considered at trial, including STAAR 
tests, EOC exams, SATs, the ACTs, performance gaps, graduation rates, and dropout rates 
among others, demonstrated that Texas public schools are not accomplishing a general diffu-
sion of knowledge…”4

Judge Dietz went on to indicate 
that the system is a “dismal” failure 
to “hundreds of thousands” of stu-
dents.5 Although the District Court 
concluded that money was the solu-
tion,6 the Texas Supreme Court has 
consistently said the opposite.7 In 
fact, as Figure 1 illustrates, Texas has 
increased spending per student dra-
matically during the past 40 years, 
even after adjusting for inflation. Yet 
according to overwhelming evidence 
cited in the district court opinion, 
the system is still failing to meet the 
needs of Texas students.

If Texans actually believe government-operated systems are inherently inefficient, then it fol-
lows that the Legislature should not continue to insist on protecting the monopoly at the ex-
pense of children, teachers, and the economy. Polling indicates Texans strongly agree that addi-
tional choice in education would be good. For example, 87 percent of Texans believe that “better 
educational opportunities through school choice for all children would help reduce poverty.”8

Thousands of dedicated educators in Texas go to work every single day to serve the interests of 
Texas students. Most Texans—67 percent—believe paying teachers more would improve the 
quality of education,9 but few realize that the monopoly power held by school districts over the 
teacher labor market actually has the effect of depressing teacher pay.10 
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Figure 2 illustrates this point: Because school districts are the primary em-
ployers of teachers, they decrease both (1) the number of teachers hired, and 
(2) the amount teachers are paid. In Figure 2, this is the point where Pm 
and Qm meet. With competition, both the number of teachers hired and 
the amount paid would increase to the point where the dotted lines meet.11 
Dedicated teachers are victims of the monopolistic structure of the system, 
as are children and taxpayers.

Teachers, unlike doctors, lawyers, and accountants, are not treated as profes-
sionals. Instead, they are treated like union labor. In fact, the labor laws in 
Chapter 21 of the Education Code look a lot like negotiated union contracts 
in other states. As a result, the very best teacher on campus is paid the same 
as the very worst if they have the same tenure and certifications. Teacher pay 
is significantly below what is earned in other professions.12 Source: Microeconomics, by Pindyck & Rubin-

feld, 5th edition

Figure 2: Monosponist Buyer

Other professionals can go into private practice. Teachers have less of an ability to do this primarily due to the way educa-
tion is structured today. Doctors, lawyers, accountants, etc., can have ownership of their enterprises. Ownership is a pow-
erful motivator, both financially and psychologically. No single factor compares in importance to the education of a child 
than the teacher. Texas must find better ways to reward teachers for their critical service to our youth.

As evidenced by student performance cited in the school finance case, Texas schools are not getting the job done. One 
important cause is poor resource allocations. According to most Texans, teachers should be paid more and are therefore 
undervalued by the system. For example: Texas teachers have an average salary of just under $49,000, and they often leave 
the classroom to enter other professions. There is also an incentive to move into central administrative roles, where the 
average salary is more than $90,000.13 Unfortunately, there is a higher monetary value on administration, despite the fact 
that student achievement, first and foremost, comes from teachers in the classroom.

“No government enterprise can ever… allocate factors or funds in a rational, welfare-maximizing manner, even when the 
desire is present to do so.”14 This is the case in Texas. Every Texan involved in public education would agree that students 
should be the focus of everything they do. But the system’s structure does not encourage the efficient allocation of resources 
to the classroom because the system is a government monopoly driven by political considerations. Here are the various 
characteristics of government monopolies: 

1. They don’t need to worry about loss of customers due to poor service or quality.15

2. They go all-out to erect barriers to entry to potential competitors.16

3. They misallocate resources by failing to supply services where they’re most needed.17

4. They need not worry that inefficiency may mean their demise.18

5. Their employees have no economic incentive to be efficient.19

6. Many employees are rewarded for political rather than productive skills.20

Let’s examine these characteristics as they relate to public education. 

Schools need not worry about loss of customers due to poor service or quality
Two facts cause this: (1) student attendance is required by law, and (2) school districts’ income is required by law. In other 
words, school districts have geographic areas over which they have taxing authority. All residents within that jurisdiction 
pay for those schools. In addition, parents within that jurisdiction must enroll their children in those schools or pay twice 
to enroll their child elsewhere. Unlike one’s ability to change grocery stores if unhappy with service, price, or quality, con-
sumers are assigned to a school based on their address.
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The school establishment will erect barriers to entry
The education establishment has been united in opposing most forms of school choice in the past. When the Texas 
charter law was first enacted in 1995, most in the school community were opposed. In subsequent sessions, attempts to 
expand charters have been opposed by the school community. Private school choice has been unanimously opposed by 
the school community every time it has been proposed.

The school system misallocates resources by failing to target the greatest need
As proven at trial, many of the funding formulas are out of date by decades, causing the distribution of billions of dollars 
without relating allocations to needs.21 Year after year, parents complain that kids don’t have textbooks until well into 
the school year. Although slowly improving, the school community is at least a decade behind the rest of the profes-
sional world in the use of technology. As Digital Learning Now, a non-profit which studies the use of technology in the 
classroom, stated in its annual Report Card: “When students walk into the classroom, antiquated policy restrictions on 
time and place should not hamper their ability to receive the best instruction and content that the 21st century can offer. 
While many students now experience the benefits of digital learning, countless others are still left behind.”22 Additionally, 
as discussed above, teachers tend to be underappreciated. Far too many children (1 in 4) drop-out without completing 
high school.23 According to TEA, 1,199 campuses serving 736,000 students are low-performing, and this number is only 
increasing over time.24

Inefficiency will not lead to the demise of a public school
During the past 20 years, only four districts have been forced to consolidate due to chronic poor performance.25 Many 
campuses and districts continue to perform poorly according to state standards. However, in fairness, standards are 
subjective; whereas some parents may be very satisfied with the results of those schools, others are not. That is another 
problem with the government’s monopoly over education—parents have different values. When some bureaucrat or 
politician on high makes the determination of what is good or bad, some people will be satisfied and others unsatisfied. 
Whereas unhappy customers may take their dollars to another store, they do not have that freedom when it comes to 
education. A supermarket would go out of business if its customers were not satisfied, but schools continue to collect 
taxes year after year from both those who are happy with the schools and those who are not. 

The current system provides employees no economic incentive to be efficient
Thank God for dedicated Texas teachers; otherwise the system would be a total disaster. Texas rewards the best teacher 
the same as the worst, as long as they’ve been teaching the same number of years. The State has attempted to enact vari-
ous forms of performance pay through the years, and the few that have passed do not endure, proving that it’s virtually 
impossible to impose a top-down performance-pay system in an effective manner.26 Actually, the system is structured 
to discourage, rather than encourage, efficiency. Labor laws make it very difficult for management to remove poor-
performing educators and almost impossible to remove marginal performers.27 Although individuals within the system 
may try to produce greater efficiencies, inherent impediments frustrate their attempts.

Employees will be rewarded for political skills over productive skills
Few would disagree that political skill is the key to advancement in the world of public education. The way to the top is to 
impress superintendents and school board members. On average, superintendent tenure is only about four years in any 
one school district. In order to move up to a larger district, and therefore more pay, one must have remarkable political 
skill. Failure to focus on the political equation may also result in loss of job. Austin ISD’s Meria Carstarphen is a prime 
example: She focused upon student results by changing some campuses into charters with significant success.28 However, 
she failed the political test, and when a new school board was elected, it reversed her decisions and did not renew her 
contract.29
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Conclusion
In summary, education is one of the most important functions of state government. The future of our economy, quality 
of life, and individual freedom are all dependent upon an educated citizenry. Yet, we now entrust this critical function 
to an economic model which will never be as efficient or as productive as Texans deserve. This is true because it retains 
monopoly power over its customers. Markets force the effective allocation of resources much more efficiently than does 
the command model. This fact has been proven throughout the history of mankind.

There is only one proven way to dramatically improve public education—school choice for all. Only by allowing freedom 
of choice will schools have the proper incentives and tools to do what is necessary to satisfy their customer base. When 
we do so, teachers will be better paid and enjoy better working conditions, another 38,000 students will graduate from 
high school each year, the Texas economy will boom, and most importantly, Texas children will be better prepared to 
compete in the world economy.
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