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rely heavily on for their revenue. In 2006, the Texas Legislature reduced school prop-
erty taxes by one-third. The plan traded lower school property taxes for higher taxes on 
businesses, smokers, and used-car purchasers. While the legislature’s reform promised 
significantly lower property tax rates, about two-thirds of local school boards in the 
state opted to increase the rates after the legislature had reduced them.13 While the 
increases were relatively small and within the limits created by the law, they served to 
reduce the size of tax cuts the legislature sought. Further, with state funding for public 
schools reduced by budget cuts in recent years, local school districts are even more 
dependent on property taxes.

These complications reflect the challenges of a mixed-funding system that leaves 
local school boards dependent on the state for much of their money while remain-
ing subject to state rules on how they raise remaining revenues. Many local school 

  Table 13.1  	Texas State Taxes by Source, Fiscal Year 2013

2013 Revenue 
Percentage of Total 

Tax Revenue
Percentage of All 

Sources of Revenue

Tax Collections 

Sales tax $25,943,807,086   54.3% 26.20%

Motor vehicle 
sales/rental taxes

$3,878,379,684     8.1%   3.90%

Motor fuels taxes $3,221,502,038     6.7%   3.30%

Franchise tax $4,798,699,188   10.0%   4.80%

Insurance taxes $1,764,153,450     3.7%   1.80%

Natural gas 
production tax

$1,495,202,962     3.1%   1.50%

Cigarette and 
tobacco taxes

$1,598,089,091     3.3%   1.60%

Alcoholic 
beverages taxes

$976,893,685     2.0%   1.00%

Oil production tax $2,990,890,113     6.3%   3.00%

Utility taxes $434,870,937     0.9%   0.40%

Hotel tax $441,131,849     0.9%   0.40%

Other taxes $247,719,032     0.5%   0.30%

Total taxes $47,781,045,666  100.0% 48.20%

Source: Texas Comptroller, “Revenue by Source for Fiscal Year 2013,” www.window.state.tx.us/taxbud/revenue 
.html (accessed May 25, 2014). 

Note: Totals may not sum due to rounding.


