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Residents of many Tennessee counties pay sales 
taxes of almost 10 percent. New Hampshire relies 
on property taxes to generate 18 percent of its 
total state tax revenue. In contrast, property taxes 
do not contribute anything to state coffers in 14 
states, although localities rely heavily on them.38

In thinking about a state’s tax burden, it is helpful 
to distinguish between its tax capacity and its tax effort. 
In Newport Beach, California, for example, many 
homes are worth more than $1 million—a far cry 
from the price tags of a few years ago—but on that 
much value, even low property tax rates are going to 
bring in serious money. Conversely, Odessa, Texas, 

with a median home price of $66,700, is not going 
to generate a lot of property tax revenue no matter 
how high its rates are. Newport Beach’s tax capacity 
is high; Odessa’s tax capacity is low.

Rather than tax capacity, many political scientists 
prefer to look at a different measurement—tax 
effort, which is the aggregate-level equivalent of 
individual-level tax burden. Basically, measure-
ments of tax effort seek to determine the proportion 
of its income that a given community chooses to pay 
out in taxes. A community’s tax effort is also a good 
proxy for its appetite for public services. Some com-
munities are willing to pay for street cleaning; some 
are not. Some communities, such as Cambridge, 
Massachusetts, even are willing to pay a government 
employee to drive around and announce that street 
cleaning is about to commence.

Tax capacities and tax efforts often diverge 
markedly. Consider Massachusetts and New 

Tax capacity
A measure of the ability to pay taxes

Tax effort
A measure of taxes paid relative to the ability to pay taxes
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