
Why Do Businesses
Come to Texas?



Total Effective Business Tax Rates (TEBTR) by State
Business taxes ➗ Private-sector gross state product (GSP) =  Total effective business tax rate (TEBTR).



Business share 
of total state 
and local taxes 
by state
FY21

Source:  EY, STRI, COST, December 2022

Average: 46.0%

Texas: 59.3%

Businesses in Texas contribute a greater share of 
state and local tax revenue than in most other 
states. Across all states, businesses contribute 
an average of 46% of total tax revenue but in 
Texas, the business share is nearly 60%.



JETI Act vs Chapter 313 
Jobs, Energy, Technology, and Information Act, - House Bill 5 (88th Regular Session)

• Like Chapter 313, provides M&O tax reduction in return for capital investment and job creation.  

Key Differences between Chapter 313 and the JETI Act:
• Increased investment / job creation requirements 

• Wind and solar projects not allowed, but other eligibility categories were added

• Less tax savings during 10-year limitation period, particularly for large projects 

• 100% M&O tax abatement during construction period  - added in JETI

• Agreement is between the company, the ISD and the Governor

• Increased “determining factor” standard

• Schools can no longer receive monetary benefit

• Requires a performance bond to cover the “interests of the state and district”



Government Benefits Received vs. Taxes Paid
(“Business-Tax-To-Benefit-Ratio”)

Two identical businesses do not face the same tax burden if one 
receives more benefit from government spending than the other. 

• Education

• Administrative & Insurance

• Public Safety

• Social Welfare
• Transportation

• Natural Resources

• Health



FY21 Study & FY22 Trends

FY 21 Study FY21 Notes & FY22 Trends

When education spending is assumed not to benefit businesses, 

Texas has the 6th highest tax-to-benefit ratio at $3.70. 

• For every $3.70 of tax that Texas businesses pay, they 

receive $1.00 in benefits.

• National average is $2.50 (business taxes) to $1.00 

(benefits).

When 50% of education spending is assumed to benefit 

business, Texas still has 6th highest tax-to-benefit ratio at $1.40:

• For every $1.40 Texas businesses pay, they receive 

$1.00 in benefits.
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