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How Does Texas SALT Compare?
1. Texas is already a desirable place for individuals to live from a tax perspective.

• In FY2021 (latest data available) and before 2023 tax relief, Texas had:

▪ 11th highest property tax burden for individuals; and

▪ 36th highest total state and local tax (SALT) burden for individuals

• Texas has likely improved in both rankings after the 2023 property tax relief.
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Property Tax Relief
Individual Tax Burden Ranking – Tax Foundation FY 2021
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How Does Texas SALT Compare?
2. Texas is competing for capital investment. 

• In FY2023/TY 2022 (latest data available) and before 2023 tax relief, Texas had:

▪ 20th highest effective tax rate (all SALT) for businesses; and

▪ 15th highest business SALT burden for per Texas employee.

• Texas may have improved in both rankings after the 2023 property tax relief, which is paid for by 
General Revenue. A majority of GR is contributed by businesses.

• In the Tax Foundation's 2025 State Tax Competitiveness Index, Texas ranked:

▪ 40th most competitive in property tax for taxation of business personal property (BPP) and 
inventory and having a split roll, among other factors; and

▪ 7th most competitive overall (largely attributable to having no personal income tax).
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Property Tax Relief
Business Tax Burden Rankings – COST FY 2023
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Property Tax Relief
2025 State Tax Competitiveness Index – Tax Foundation
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Property Tax Reduction for the Long Run
1. To make Texans better off in the long run (by increasing tax base and jobs), property tax reduction 

should focus on reducing taxes on the invested capital Texas seeks to attract.

2. The 2023 property tax relief shifted the tax burden in Texas from homes to businesses.

• Who received the relief:  Single-family homes received 86% of the 2023 property tax relief. All 
other property (mostly business property) received 14% of the tax relief.

• Who paid for the relief:  Property tax relief is funded by state revenue from taxes paid primarily 
(56.4%) by businesses.

3. The shift of the tax burden to business is now structural.

• In 2023, 43% of homestead property value and 93% of business property value was on the school 
property tax roll. This difference is now baked into the Texas Constitution.

• The only source of revenue to fund current and future property tax relief is General Revenue, the 
tax portion of which is paid primarily by business.
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Property Tax Relief
School District Homestead Exemption (Current Law)
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Property Tax Relief
Est. Initial Incidence of GR Funds FY2025
      
Source of General Revenue

Contribution

to GR

Business 

Share %

Consumer 

Share %

Unkow

n Share % Other %

Limited Sales and Use Tax* $44.15 $18.28 41.4% $25.87 58.6% -$    - -$      -

Oil Production Tax $5.54 $5.54 100.0% $0.00 0% -$    - -$      -

Motor Vehicle Sales and Use Tax* $5.45 $2.29 42.1% $3.16 57.9% -$    - -$      -

Franchise/Business Margins Tax $5.38 $5.38 100.0% $0.00 0% -$    - -$      -

Natural Gas ProductionTax $2.13 $2.13 100.0% $0.00 0% -$    - -$      -

Insurance Premium Taxes $4.02 $4.02 100.0% $0.00 0% -$    - -$      -

Gasoline Tax* $0.04 $0.01 24.2% $0.03 75.8% -$    - -$      -

Total taxes for which incidence is available $66.72 $37.66 56.4% $29.06 43.6% $0.00 -$      

Other taxes and fees for which incidence is not available $4.49 $4.49 100%

Non-tax and non-fee sources of revenue $12.39 12.39$ 100%

Total Est. Net General Revenue-Related Funds FY2025 $83.60 $37.66 45.0% $29.06 34.8% $4.49 5.4% $12.39 14.8%

* Amount excludes tax allocated to Texas Parks and Wildlife Department, Texas Historical Commission and State Highway Fund.
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Property Tax Relief
Est. Initial Incidence of Property Tax Relief Funds FY2025
      

Source of General Revenue
Contribution

to PTRF

Business 

Share %

Consumer 

Share %

Unkow

n Share % Other %

Motor Vehicle Sales and Use Tax* $0.034 $0.015 42.1% $0.020 57.9% -$    - -$      -

Franchise/Business Margins Tax $1.890 $1.890 100% $0.000 0% -$    - -$      -

Total taxes for which incidence is available $1.924 $1.90 99.0% $0.02 1.0% $0.00 -$      

Other taxes and fees for which incidence is not available $0.604 $0.604 100%

Non-tax and non-fee sources of revenue $0.011 0.011$ 100%

Total Est. Net General Revenue-Related Funds FY2025 $2.54 $1.90 75.0% $0.02 0.8% $0.604 23.8% 0.011$ 0.4%

Sources:

Contibution to GR figures are from Biennial Revenue Estimate 2026-2027 Biennium, Table A-3.

Contibution to Property Tax Relief Fund figures are from Biennial Revenue Estimate 2026-2027 Biennium, Table A-10.

The business and consumer share percentages are from the Comptroller's Tax Exemptions & Tax Incidence Report - January 2025.
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Property Tax Reduction for the Long Run
4.  Future property tax reduction should consider the growth of personal income and growth of 

property tax levies. To make property tax affordable for most, levies should grow slower than income.

5.  Future property tax reduction should offset the structural shift of the tax burden to businesses 
that occurred in 2023:

• Additional compression would benefit all property owners in proportion to taxable value and 
would not exacerbate the shift of the tax burden. For additional compression to reach all school 
districts, the legislature will have to buy down the "equity band."

• Exemption of business personal property would partially reverse the shift of the tax burden. In 
2023 dollars, the cost of exempting BPP from school district property tax, and making up the 
difference with additional state funding to school districts, would be $3.4 billion per year.

• BUT increasing the homestead exemption would exacerbate the shift of the tax burden. With the 
$100,000 homestead exemption, the proper relationship between personal income and property tax 
levies has already been achieved.
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Property Tax Relief
Total Levies & Personal Income 1994-2023, Pop. & Infl. Adj. (1994 $)
      

2023:
+57%

2023:
+48%

2020:
+55%

2020:
+68%

(1994 $)

The reversal 
was due to 
legislation in 
2019 and 2023.
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Property Tax Relief
School District Homestead Exemption with BPP Exemption
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Property Tax Relief
BPP Exemption Levels
      

TY 2023 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Levy Exemption Exemption Exemption Exemption Exemption Exemption Exemption Exemption Exemption Exemption

Commercial Personal Property $2.0 $1.8 $1.6 $1.4 $1.2 $1.0 $0.8 $0.6 $0.4 $0.2 $0.0

Industrial Personal Property $1.4 $1.3 $1.1 $1.0 $0.8 $0.7 $0.6 $0.4 $0.3 $0.1 $0.0

Total Levy $3.4B $3.1B $2.7B $2.4B $2.0B $1.7B $1.4B $1.0B $0.7B $0.3B $0

Reduction in Levy* $0.3B $0.7B $1.0B $1.4B $1.7B $1.4B $2.4B $2.7B $3.1B $3.4B

* State cost to replace property tax revenue with state dollars

10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

TY 2023 Exemption Exemption Exemption Exemption Exemption Exemption Exemption Exemption Exemption Exemption

% Business Property Taxed 93% 92% 90% 89% 87% 86% 84% 83% 81% 80% 78%

% Homestead Property Taxed 43% 43% 43% 43% 43% 43% 43% 43% 43% 43% 43%

% of Business Property & Homestead Property on School District Tax Rolls at Various Levels of BPP Exemption, Compared to TY2023

School District Property Tax Reduction for BPP at Various Levels of BPP Exemption, Compared to TY2023
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Property Tax Reduction for the Long Run
5.  The most effective way to limit property tax is to control tax rates.

• Compression of school M&O tax rates reduces school property tax.

• But other tax rates can rise and erode that reduction.

• Prevent the erosion of tax relief by limiting the growth of tax rates.

• Close loopholes in NNRTR and VATR calculations.

• Require greater transparency on the debt + property tax connection.

• Require a supermajority vote for tax increases.

• Removing value from the tax roll does not reduce property tax.

• Unless the state makes taxing units whole for the lost value.

• Why doesn’t removing value reduce property tax?  Because tax rates automatically rise as 
values fall.
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Property Tax Relief
Other Taxing Units Response to School District Tax Relief
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