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Overview:		

The	Let’s	Move	Nashville	transit	proposal	for	Nashville	includes	an	increase	in	sales,	business,	rental	car	and	hotel	tax	
rates	to	fund	a	dramatic	expansion	of	the	city’s	transit	system.	Most	of	the	new	revenue	under	the	proposal	comes	from	
a	new	sales	tax	surcharge	of	one	half	cent	in	July	2018	and	an	additional	half	cent	increase	in	2023.		While	this	proposal	
increases	the	sales	tax	paid	by	consumers,	it	is	important	to	assess	the	impact	in	the	context	of	the	overall	tax	burden	
(percentage	of	income	spent	on	taxes)	for	households	living	in	Davidson	County.		The	District	of	Columbia’s	Office	of	
Revenue	Analysis	provides	an	annual	report,	Tax	Rates	and	Tax	Burdens	in	the	District	of	Columbia	–	A	Nationwide	
Comparison,	that	compares	tax	burdens	based	on	the	total	state	and	local	taxes	paid	by	households	at	various	income	
levels.	Using	this	source,	we	can	see	what	impact	the	sales	tax	increases	will	have	on	Nashville’s	overall	state	and	local	
tax	burden	in	relation	to	peer	cities.	

Main	Source	Used/Methodology:		

The	District	of	Columbia	Office	of	Revenue	Analysis’	annual	report	on	household	tax	burden	across	the	nation	assesses	
the	overall	taxes	paid	by	households	at	various	income	levels	in	the	largest	city	in	each	state.	The	taxes	considered	in	the	
study	include	local	and	state	taxes	in	each	city,	including	income	and	payroll	tax,	property	tax,	sales	tax,	and	auto	tax.	
While	many	of	Nashville’s	peer	cities	have	a	state	income	tax	as	part	of	their	overall	tax	burden,	the	Tennessee	
Constitution	prohibits	an	income	tax	in	our	state.		

The	total	household	tax	burden	is	calculated	based	on	a	hypothetical	family	consisting	of	two	wage-earning	spouses	and	
one	school-age	child.	While	Nashville,	heretofore	not	the	largest	city	in	the	state,	is	not	included	in	the	District	of	
Columbia	report,	the	Nashville	data	can	be	obtained	by	taking	Memphis’	tax	values,	and	making	adjustments	for	
property	tax	rates	and	home	values,	according	to	the	methodology	set	out	in	the	report.	Property	tax	values	in	the	
report	are	based	on	the	median	home	value	in	each	Metropolitan	Statistical	Area	(MSA),	and	are	adjusted	using	a	linear	
multiplier	calculated	by	dividing	the	median	home	value	in	the	MSA	by	the	median	household	income	of	homeowners.		

To	calculate	the	total	tax	burden,	the	value	of	income,	property,	sales,	and	auto	taxes	are	added	together	and	divided	by	
the	total	household	income	at	each	level.	For	example,	a	household	earning	$50,000	annually	in	Nashville	would	be	
subject	to	$3,311	in	taxes.	Dividing	the	total	taxes	($3,311)	by	the	total	income	($50,000)	shows	that	the	Nashville	
household	has	an	annual	local	and	state	tax	burden	of	6.6	percent	currently,	the	fifth	lowest	among	27	cities	in	the	
comparison	set.	

Total	Tax	Burden	

The	table	below	shows	the	dollar	amount	paid	annually	in	state	and	local	taxes	($)	and	total	state	and	local	tax	burden	
(%)	for	households	at	various	income	level	in	selected	cities.			
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Conclusion:			

When	considering	the	total	state	and	local	tax	burden	for	Nashville	households,	the	total	Nashville	tax	burden	remains	
among	the	lowest	across	the	nation	for	large,	comparable	cities.		For	households	at	the	$50,000	income	level,	Nashville	
residents	experience	a	lower	tax	burden	than	residents	in	many	other	cities	even	when	the	full	cent	sales	tax	increase	is	
factored	in.		At	all	income	levels	above	$25,000	included	in	the	report,	the	total	tax	burden	for	Nashville	households	is	
well	below	the	median	of	all	cities	considered	in	the	study.			

Sources:		

2015	Tax	Rates	and	Tax	Burdens	in	the	District	of	Columbia:	A	Nationwide	Comparison,	Government	of	The	District	of	
Columbia,	Office	of	Revenue	Analysis,	U.S.	Census	American	Community	Survey,	Department	of	Housing	and	Urban	
Development.	


