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TEXAS HOUSEHOLDS’ TAX BILLS:  
RELATIVELY LIGHT, BUT REGRESSIVE 

As Tax Day approaches, national and state-level estimates show families’ tax bills shrinking  
 
Few households are looking forward to April 17th, this year’s deadline for filing federal income taxes. But Texans 
should keep in mind that, compared to residents of other states, they have one of the lowest state/local tax bills in 
the nation. This brief Policy Page provides information about taxes paid by the average Texas family, including how 
Texans’ taxes compare to other items in household budgets; to tax bills in other states; and federal tax implications. 
 

 

 

State and Local Taxes in Texas 
Texas has historically been a low-tax state, and the most 
recent figures indicate that this is still the case. The latest 
national data, from 1996, show Texas ranking 44th in state 
and local taxes as a percent of personal income. In other 
words, only six other states (South Dakota, Colorado, 
Virginia, Alabama, Tennessee, and New Hampshire) take 
a smaller share of total state personal income to fund 
public services such as highways and roads, schools, 
colleges, prisons, and social services. 

Taxes in the household budget: Using more 
recent figures, the Center for Public Policy Priorities has 
estimated how state, local, and federal taxes compare to 
other items in the average Texas household’s budget (see 
chart). According to a 1998 survey, the single largest 
expense for Texas families is housing, taking 23 cents per 
dollar of annual household spending. Next is 
transportation, which averages 16% of annual spending. 
Purchases of food (groceries & restaurants) account for 
10% of the budget, while out-of-pocket health care costs 
and clothing expenses each take 4%. 

Based on reported spending patterns, CPPP estimates 
that state and local taxes are about 7% of a Texas 
household’s total budget, compared to 15% for federal 
income and payroll taxes. CPPP’s estimates are derived 
from the national Bureau of Labor Statistics’ Consumer 
Expenditure Survey for Houston families. Data for 
Dallas-Fort Worth, the only other Texas metro area 
surveyed, show similar patterns. About half of the state’s 
population lives in the surveyed metro areas. 

A separate analysis by CPPP shows that all state and 
local tax collections—not just those paid by households—
have fallen from 9.7% of state personal income in 1994 to 
9.1% in 1997, the lowest share in over a decade. This is 
because the main sources of tax revenue for state and local 
governments in Texas—the property and sales taxes—are 
not closely linked (as an income tax would be) to growth 
in the economy. 

Sales taxes take a big bite: Besides generating 
relatively low amounts of revenue overall, another 
distinctive feature of the Texas tax system is that it relies 
heavily on sales taxes. Texas state and local sales tax 

collections amount to 5% of 
personal income, a share that is 10th 
highest in the nation. In addition 
to being very regressive—meaning 
that low-income families bear a 
larger tax burden relative to income 
than do higher-income families—
this reliance on sales taxes gives 
Texas households fewer deductions 
when it comes time to calculate 
federal tax liability. Internal 
Revenue Service data show that 
Texas households’ itemized 
deductions in 1997 for taxes paid 
were only 20% of all itemized 
deductions claimed, versus 35% for 
U.S. households overall. 
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Tax adequacy: Many Texans may be pleased to be 
paying lower taxes than most other U.S. households. 
However, these low tax levels need to be considered in 
light of what Texas’ communities expect from 
government, and what could be accomplished with higher 
levels of investment in education, workforce development, 
and public health care systems (to name just a few).  

With one of the lowest per-capita tax burdens, Texas 
state government currently ranks dead last in per-capita 
spending overall, and is in the bottom five for highway 
spending, police protection, natural resources and 
parks/recreation, and public health. For state/local 
government direct spending, Texas ranks 44th nationally. 
These perennially low investments may have been 
adequate in the past to attract employers solely interested 
in lowering their operating costs, but now, communities 
are having to deal with long-neglected “quality of life” 
issues that cannot be addressed with existing property and 
sales tax revenue. 

Texas’ reliance on sales taxes also makes its state and 
local governments more vulnerable to changes in the 
economy—such as the increase in electronic commerce—
that put more and more transactions out of the reach of 
existing revenue systems. The inability to keep pace with a 
growing and more technology-influenced economy 
already finds Texas communities unable to meet the 
demand for expanded transportation systems, better-
skilled workers, and other physical and human 
infrastructure.  

For a much more in-depth analysis of Texas’ tax 
system and the long-term implications, see CPPP’s Texas 
Taxes: The Basics. The executive summary can be seen at  
http://www.cppp.org/products/reports/ttexecsum.html; to 
order the full report, contact the Center. 

 
 

Federal Tax Trends  
 
In the weeks leading up to Tax Day, several media reports 
have focused on national-level developments in tax 
burdens on average American families. Most experts agree 
that, while the total amount of federal taxes collected is in 
fact increasing compared to Gross Domestic Product, the 
tax load for a median-income family has been decreasing 
in the 1990s. For 1999, the federal (payroll and income) 
tax bill is estimated to be somewhere between 16% of 
income (according to the Joint Committee on Taxation) 
to 19% (Congressional Budget Office estimate), down 
about 1% from 1995. 

For further information about federal tax trends, see 
the Center on Budget and Policy Priorities’ recent report 
at http://www.cbpp.org/4-10-00tax.htm.  
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