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  FIGURE 13.2    Sources of Tax Revenue: Texas and the National Average
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Source: Nicole Kaeding, “Facts & Figures 2016: How Does Your State Compare?,” Tax Foundation, table 8, http://taxfoundation.org/article/facts-figures-2016-
how-does-your-state-compare (accessed August 2, 2016).

WINNERS AND LOSERS

he type of taxes Texas uses creates obvious winners and losers. A progressive 
tax, such as the federal income tax, places higher rates on people with higher 
incomes. A regressive tax, in contrast, takes a higher proportion of income from 

people with lower incomes than from people with higher incomes. The greatest source of 
revenue in the state relies on sales taxes, which are often cited as examples of regressive 
taxes. Although everyone pays the same tax rate on purchases, critics of sales taxes point 
out that people with lower incomes tend to spend a larger share of their income on the 
kind of items taxed at sale. A 2013 study by the Texas comptroller’s office showed that 
while the high-income Texans paid more in sales taxes, as a percentage of income, the 
lowest-income Texans paid a higher percentage of their income. In fact, a recent study 
described Texas as the third most regressive tax system in the country, where the poorest 
20 percent of Texans pay an average of 12.5 percent of their income in state and local 
taxes, compared to the richest 1 percent of Texans who pay only 2.9 percent.15

Some Texans have advocated an income tax like those used by other states to shift 
more of the state’s tax burden to people with higher incomes. While critics complain 
about the complexity of an income tax system with exemptions and schedules of 
deductions, the vast array of current state taxes is evidence that Texas has already 
created a complicated system without an income tax. Even some conservative legislators 
privately concede that replacing some of Texas’s long list of taxes with a single income 
tax based on calculations already done for federal income taxes would actually simplify 
taxation in the state. However, these legislators worry that if the state does away with 

Progressive tax
a graduated tax, such as 
an income tax, which taxes 
people with higher incomes at 
higher rates

Regressive tax
a tax that takes a higher 
proportion of income from 
people with lower incomes 
than from people with higher 
incomes


