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Executive Summary
Texas has the most heavily regulated title insur-
ance market in the country. Unlike all but one 
other state, the government sets a fixed rate 
for title insurance, preventing competition for 
consumer’s business. This rate functions as a 
monopoly price that consumers are forced to 
pay. By requiring the purchase of comprehen-
sive, one-size-fits-all title insurance policies 
at a fixed rate, Texas increases costs for both 
consumers and businesses by millions of dol-
lars every year.

This paper shows the source of these excess 
costs that consumers pay and the excess profits 
that flow to the Texas title insurance industry: 
heavy regulation championed by the industry 
that has resulted in Texas having some of the 
highest prices for title insurance in the coun-
try. For instance, our research shows Texas 
has the fifth-highest title costs in the nation 
for a $300,000 home. This is an “apples to 
apples” comparison taking into account all title 
insurance-related costs, not just premiums. 
Other research confirms the high costs and the 
influence of regulation. 

A 2011 study by the LBJ School of Public 
Affairs found that Texas had the highest title 
insurance rates for $200,000 and $400,000 
homes among states that require comprehen-
sive coverage. In its most recent 2016 study, the 
LBJ School found that “the incremental cost for 
an average property purchaser for a lender’s title 
insurance policy due solely to the Texas Leg-
islature’s rate setting rule is $1,663 per average 
lender title policy.”

None of this does anything to help consum-
ers. These higher costs simply represent a 
“title insurance tax” imposed on consumers 
to benefit the title insurance industry. As the 
LBJ study notes, “Texas transfers wealth from 
property owners directly to title agents and title 
underwriters, with no additional value to the 
property owners” (Gao 2016, 1). 

To reduce these costs and help consumers 
save millions of dollars a year, only one simple 
thing is needed: competition. The state of Texas 
should get out of the price fixing business and 
telling consumers how much they must pay for 
title insurance. Texans support this solution; 
a recent poll found that 91 percent of Texans 
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agree that since they can shop around for automobile and 
home insurance, they should be able to shop around for the 
best deals on title insurance. To this end, the Foundation 
offers these recommendations:

 � Eliminate state setting of rates; permit title compa-
nies to set their own prices.

 � Eliminate state setting of revenue sharing between 
agents and title companies; permit title companies 
and agents to share revenue by contract.

 � Eliminate state setting of coverages; permit title 
companies to offer different coverages.

 � Eliminate state-mandated barriers to entry: permit 
competition among title plants.

The Monopoly
Title 11, Texas Insurance Code, states, “The purpose of this 
title is to completely regulate the business of title insurance 
on real property” (Sec. 2501.002). And it does exactly that.

The Texas Department of Insurance (TDI) sets (promul-
gates) the price of title insurance, the type and extent of 
coverage, and the sharing of revenue between title insur-
ance companies and agents. A prospective homeowner or 
business purchasing real estate has no choice in any of these 
areas. No matter what company they go to, the price will be 
exactly the same on any given home or piece of property.

In his economics textbook, Transactions and Strategies, 
Robert J. Michaels explains the characteristics of a “one-
price” monopoly:

The most basic distinction between monopoly and 
perfect competition is that a monopolist has some 
choice about its selling price, but a perfect com-
petitor is a price-taker. … The firm can produce as 
much or as little as it wants without affecting that 
price. A price-taker has no reason to discount below 
the market, and no buyer will accept a price above 
the market when so many alternatives are available. 
A monopolist, however, has no market price to take. 

… The monopolist must charge all customers iden-
tical prices at all times (Michaels, 170).

One point stands out in light of Texas’ total control of the 
title insurance, “The monopolist must charge all customers 
identical prices at all times.” This is exactly what happens 
in Texas. The Texas title insurance industry is a one-price 
monopoly.

How can there be a monopoly in Texas when there are 
numerous major companies offering policies through thou-
sands of independent agents across the state? The answer 
is that there is not a single monopolist, or seller of goods, as 
one traditionally thinks of a monopoly, but that all the sell-
ers are able to offer—and profit from—a monopoly price. 
They can do this because of the government control of the 
industry.

In fact, because of the extent of government intervention, 
what is left of the market has turned neoclassical economic 
theory on its head and blurred the distinctions between 
monopoly and perfect competition. Firms in this market 
function both as price takers and monopolists. Each firm 
in the market “can produce as much or as little as it wants 
without affecting that price.” Each firm ‘has no reason [or 
ability] to discount below the market.” No buyer can accept 
a price above—or below—the market price. And all buyers 
charge an identical price. This is all because, in fact, there is 
no market price in the Texas title insurance market. There 
is just one price, set by TDI on behalf of the state of Texas. 
This is not unlike the Soviet model in the U.S.S.R. under 
Nikita Khrushchev for agricultural goods with “a single 
price being established for each commodity on a regional 
basis” (Keep, 114).

TDI promulgates title insurance rates in its Basic Manual 
for Rules, Rates and Forms for the Writing of Title Insurance 
in the State of Texas. Prices for property up to $100,000 in 
value are listed in a table in increments of $500. For proper-
ties of greater value, the prices are set based on formulas 
shown in Table 1.

Table 1: Title Basic Premium Calculation for Policies in Excess of $100,000

Source: Texas Department of Insurance Basic Manual

(1) POLICY RANGE (2) SUBTRACT (3) MULTIPLY BY (4) ADD
($100,001 - $1,000,000) 100,000 0.00554 $       875

($1,000,001 - $5,000,000) 1,000,000 0.00456 $    5,861
($5,000,001 - $15,000,000) 5,000,000 0.00376 $  24,101

($15,000,001 - $25,000,000) 15,000,000 0.00267 $  61,701
(Greater than $25,000,000) 25,000,000 0.00160 $  88,401

http://www.statutes.legis.state.tx.us/Docs/IN/htm/IN.2501.htm
https://www.tdi.texas.gov/title/titleman.html
https://www.tdi.texas.gov/title/titleman.html
https://www.tdi.texas.gov/title/titleman.html


January 2017  Texas’ Title Insurance Tax

www.texaspolicy.com  3

The results of this are predictable. Table 2 shows the results 
of basic premium quotes from online premium calculators 
from several title insurance companies for simultaneous 
owners and lenders policies on a $200,000 home purchase 
financed with a $170,000 loan.

One might think that Texas title insurance companies 
would object to the heavy regulation by the state. But in 
fact, the opposite is true. In a brochure distributed to the 
Texas Legislature, the Texas Land Title Association (TLTA) 
defended the monopolistic system, saying, “Texas has a 
healthy real estate market, due in part to our simple and 
secure title insurance process. We have developed one of the 
best title insurance markets in the country, with consum-
ers across the state benefitting … Now is certainly not the 
time to mess with the safety and simplicity of our real estate 
process” (TLTA 2016). The reason for the support of the 
existing regulation is obvious; price competition has been 
eliminated from the market, resulting in monopoly profits 
for companies. Industry participants have chosen, through 
lobbying, to have the government set their prices because 
they can charge higher prices than they could in a competi-
tive market. The following section uses several sources of 
data to quantify how much these monopoly profits cost 
Texas consumers. 

The Tax
Several studies over the years have questioned the prices 
consumers pay for title insurance. For instance, a report 
from the United States Government Accountability Office 
looking at the national market found that “multiple charac-
teristics of current title insurance markets, as well as alleg-
edly illegal activities by a number of those involved in the 
marketing of title insurance, suggest that normal competi-

tive forces may not be working properly, raising questions 
about the prices consumers are paying” (U.S. GAO, 53).

Focusing on Texas, a 2011 study by the LBJ School of 
Public Affairs confirmed that Texas title insurance prices 
are higher than in most other states. It found that Texas 
had the highest title insurance rates for both $200,000 and 
$400,000 homes in states that required companies to offer 
comprehensive coverage (Eaton, 74-75 & 14). It goes on to 
conclude, “Stricter regulation in the form of promulgated or 
state-set prices is not associated with lower prices, but rather 
higher prices. Comprehensive state regulation of title insur-
ance and promulgation of price leads to higher prices for 
consumers, yet does not reduce losses to companies” (2). 

The title insurance has dismissed such state to state com-
parisons. For instance, in a flier given to its members visiting 
the Texas Capitol, the Texas Land Title Association noted, 
“We have an ‘all inclusive’ rate that includes many costs and 
fees that aren’t included in other states. Unfortunately, when 
folks try to compare us to those other states, it’s an apples to 
oranges comparison” (TLTA 2015).

There are a couple of problems with that statement. First, 
some “folks” may have had some problems comparing 
prices across the states because of a lack of data. But the title 
insurance industry, down to the individual company level, 
has such data and could provide an accurate state to state 
comparison of prices if it chose. 

The second problem is that Texas does not actually have an 
‘all inclusive’ rate. While the Texas rate does include some 
costs that aren’t included in other states, it does not include 
the completely unregulated closing/escrow fee that consum-
ers pay and can add over $500 to the cost of title insurance.

Fortunately, today there is data available that can be used 
to provide an “apples to apples” comparison of Texas title 
insurance rates to the rest of the country. The Foundation 
has put together a database to allow such a comparison. 

To develop its database, the Foundation sought quotes on 
the purchase of a $300,000 home in the capitol of each of 
the 50 states with a 5 percent or $15,000 down payment, 
resulting in a loan of $285,000. The collected data are shown 
in Table 3 in the methodology section that follows.

Table 2: Texas Title Insurance Premium Quotes
$200,000 Price/$170,000 Loan

TITLE COMPANY PREMIUM
Stewart Title $1,529

Republic Title $1,529
Independence Title $1,529

Frontier Title $1,529
Heritage Title $1,529

Commonwealth Land Title $1,529 
Source: Online premium calculators of listed companies

The simplest way to eliminate Texas’ title insurance tax is to introduce competition into the title insurance 
market by adopting the same file-and-use system that governs automobile and homeowners insurance. 



Texas’ Title Insurance Tax January 2017

4  Texas Public Policy Foundation

Figure 1 shows the results of the Foundation’s findings. 
In a comparison of significant closing costs related to title 
insurance in all 50 states, Texas had the 5th highest rate of 
any state at $2,663 for the cost of simultaneous owners and 
lenders policies. Only New York, Illinois, Louisiana, and 
New Jersey had higher prices than Texas. Among those 45 
states with lower rates than Texas, the price in the median 
state, West Virginia, was $703 lower than Texas. 

The 2016 LBJ School report also quantifies the cost of 
Texas’ monopoly system to consumers. It uses multiple 
data sets with rates from all 50 states in its calculations. 
These include “a national HUD-1 settlement cost database 
created by the U.S. Department of Housing and Urban 
Development in 2001, a set of closing-cost quotations 
from a Bank of America website collected in 2016, and a 
set of Stewart Title cost quotations, computed twice from 
Stewart Title websites, once in 2010 and once in 2016’ (Gao 
2016, 1). Using statistical analysis, the study’s authors find 
that their “analysis indicates that the promulgation of rates 
in Texas is a strong determinant that explains the state’s 
higher title-related charges” (Gao 2016, 1).

The LBJ School study determined, “The Legislature’s refusal 
to permit competition in title insurance makes it more diffi-
cult for Texans to purchase land or properties, by adding an 
expected incidental charge of $1,663 per lender’s title policy. 
(Gao 2016, 1).

Methodology
Table 3 shows the dataset the Foundation built in the sum-
mer of 2016 to develop its findings. The quotes in the da-
taset are based on the purchase of a $300,000 home in the 
capitol of each of the 50 states with a 5 percent or $15,000 
down payment, resulting in a loan of $285,000.

The first set of num-
bers are quotes from 
the Stewart Title 
calculator for premium 
costs only in all 50 
states. The second set 
of numbers generally 
represent the total title 
insurance-related costs 
for all 50 states from 
the estimates of closing 
costs from the Bank of 
America calculator. To 

come up with the totals for this section, we first gathered 
all the closing cost data from the Bank of America calcula-
tor, then we removed any costs that were not associated 
with the issuance of title insurance. We then compared the 
premium cost in the Stewart Title data with the Bank of 
America data. If the Bank of America prices were gener-
ally representative of Stewart Title’s quotes in a state, we 
used the Bank of America data to represent the premium 
costs. But if there was a significant difference—high or low, 
we then went to three other calculators, First American 
Title, Fidelity Title, and Old Republic Title, to get premium 
data for those states. In seven instances (highlighted with 
blue-shaded columns in Table 3), it appeared the Bank of 
America premium estimate was out of line with the four 
title insurance calculators, so we chose one of the other 
rates that was most representative, usually going with the 
higher of the four.

The title search fees are based on comprehensive quotes 
in ten states containing all the title related costs in nine 
states from Entitle Direct.  The states were selected based 
on the state’s regulation of premiums to help us understand 
how to best compare Texas costs with the other states. The 
first thing that stood out was that each state quoted in the 
risk-only states or the risk-plus title examination states 
had a title search charge, whereas the comprehensive states 
of Texas, Pennsylvania, and California did not. So, based 
on an examination of the data, we estimated a $290 title 
search charge for all the states that did not mandate that 
title search data be included in the data table; the exception 
to this was Oklahoma, which was assigned a $500 charge 
because at least in some cases there may be less access to 
electronic data in undertaking title searches. 

There were two other charges that were generally consis-
tent across other states but were not found in Texas; the 
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courier processing (five states) and deed preparation fee 
(eight states). However, there seems to be no correlation 
between these fees being included and the state being a 
risk-only or a comprehensive state, so we did not include 
them in the total. 

An additional note about the concept of comprehensive 
premium rates. At least in Texas, that term is something 
of a misnomer. Texas law mandates that title insurance 
premium rates must include the cost of insurance risk, 
title search, title analysis, and some closing costs. However, 
a big caveat to this arrangement is that Texas allows title 
insurance companies to charge an unregulated escrow fee, 
which significantly adds to the cost of title insurance in 
Texas; our estimate is $530 dollars. So in truth the Texas 
premium is not fully comprehensive, and this extra cost in 
Texas must be taken into account when comparing costs 
across states. 

Recommendations
To break up the current monopolistic system and elimi-
nate Texas title insurance tax, the Foundation recommends 
the following:

 � Eliminate state setting of rates; permit title companies 
to set their own prices. Replace the single promulgated 
rate and form with a system of “file and use” like other 
lines of insurance in Texas and other states.  Insurers 
would file their proposed rates with the Department 
of Insurance and begin using the rates and forms un-
less disapproved by the Insurance Commissioner.  

 � Eliminate state setting of revenue sharing between 
agents and title companies. Allow the companies and 
agents to determine the appropriate fee sharing by 
contract similar to other lines of insurance.

 � Eliminate state setting of coverages; permit title com-
panies to offer different coverages. Replace the single 
promulgated policy form with a “file and use” system 
similar to other lines of insurance in Texas and other 
states that ensure adequate coverage exists to protect 
from loss while providing greater flexibility and com-
petition.

 � Reduce barriers to entry into the title insurance mar-
ket. Texas law (with minimal exceptions) prohibits the 
issuance of a title policy unless an title abstract plant 

Source: Bank of America Closing Cost Calculator and Several Title Companies

Table 3: Title Insurance Rates in the 50 States
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is used which is owned or operated by a title agent or 
direct operation in the county where the property is 
located. Texas should allow title companies to use the 
best and most technologically efficient methods to 
obtain title evidence when underwriting the risk.

Conclusion
The simplest way to eliminate Texas’ title insurance tax is 
to end the Texas title insurance monopoly by introducing 
competition into the title insurance market by adopting 
the same file-and-use system that governs automobile and 
homeowners insurance. This would result in more choices 
for consumers and lower prices; it also would help reduce 
the high price of commercial title insurance, and, therefore, 
lower the cost of doing business in Texas, resulting in a 
stronger economy and more jobs.

More competition would also bring more stability and 
certainty to the title insurance market. Consumers would  
be assured that the title insurance policies they purchase  
would be of higher quality, tailored to their needs and 
reasonably priced. 

Competition brings out the best in companies as they 
scramble to attract customers—and profit. Instead of 
acting like monopolists, companies would be courting 
consumers with better prices, coverage, and service. Texas 
should allow consumers to shop for the best coverage at 
the best price when purchasing title insurance so they can 
get the best deal. O
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