
M o n t h l y  R e v i e w
F E D E R A L  R E S E R V E  B A N K  O F  A T L A N T A

V o lu m e  X X V I I A tlan ta , G eo rg ia , June 30, 1942 N um ber 6

G a s o l i n e  T a x e s  i n  t h e  S i x t h  D i s t r i c t

Of all the necessary restrictions upon civilian habits of life 
created by war conditions, few have so vitally affected the 
average individual as the restrictions placed upon automobile 
transportation. Since the entry of the United States into W orld 
W ar II, Americans have had to begin to alter a way of life 
built around the unrestricted use of the automobile.

Restrictions now placed upon automobile transportation 
seriously affect the tax base from which state governments 
derived over 40 per cent of their tax revenues in the fiscal 
year 1940-41. Motor fuel taxation yields more state revenue 
than any other form of state tax. In 1941 the motor fuel tax 
yielded 25 per cent of all state taxes in the United States.1 In 
addition, motor vehicle license taxes constituted 12 per cent 
of total taxes. To this proportion of 37 per cent may be added 
other levies upon the automobile and other trades directly and 
indirectly influenced by motor transportation which brings 
the estimate of total taxes raised by the motor vehicle industry 
to 40 per cent of all the state taxes levied.

In the states comprising the Sixth Federal Reserve District, 
motor fuel and license taxation is of greater importance than 
in the United States as a whole. Forty-eight per cent of the 
total taxes collected in 1941 in Alabama, Florida, Georgia, 
Louisiana, Mississippi, and Tennessee were motor fuel and 
motor vehicle license taxes in contrast with the 37 per cent for 
the United States as a whole. The tax of seven cents per gallon 
on gasoline in Florida, Louisiana, and Tennessee is higher 
than in any other state. The remaining three states of the Dis
trict levy a tax of six cents, which is equalled by only North 
and South Carolina and exceeded by only Arkansas, which 
levies a tax of six and a half cents per gallon.

The proportion of revenue derived from the gasoline and 
motor vehicle license taxes in 1941 varied from 62 per cent 
in Florida to 32 per cent in Louisiana. In all other states of 
the District, with the exception of Louisiana, the proportion 
exceeded that of the United States average as can be seen by 
examining the accompanying chart and Table II. In Louisiana, 
the severance tax provided a large proportion of the state 
taxes in 1941. The yield of severance tax is partly dependent 
upon oil production in that state which in turn may be affected 
by the consumption of gasoline.

Not only are the revenues of state governments drastically 
affected by declines in gasoline tax collections, but local gov
ernments are affected as well. In 1941,
31 per cent of the gasoline taxes col
lected in the six District states was shared 
with local governments. The proportion

JI n  c o m p u t i n g  t h e  t o t a l  a m o u n t  r a i s e d  b y  t a x 
a t i o n ,  u n e m p l o y m e n t  p a y r o l l  t a x e s  a r e  e x c l u d 
e d  s i n c e  t h e  p r o c e e d s  a r e  n o t  u s e d  f o r  t h e  
o p e r a t i o n  o f  t h e  s t a t e  g o v e r n m e n t s .

varied from state to state. In Alabama, 49 per cent of receipts 
went to local governments; in Florida, 42 per cent; in Geor
gia, 16 per cent; in Louisiana, 13 per cent; in Mississippi, 44 
per cent; and in Tennessee, 28 per cent.

What may constitute a particularly difficult problem if reve
nues from the gasoline tax are sharply reduced is the fact that 
expenditures financed by the tax in several states are rela
tively fixed. In one state the entire proceeds of the tax are 
pledged for the service of highway bonds. In another state, 
four cents of the seven-cent tax are pledged to pay maturity 
and interest payments on the highway debt. In other states, 
gasoline taxes have been used to service county bonds. Reve
nues from gasoline taxation have also been used in some of 
the states to aid in financing schools and other general activi
ties of the state governments as well as the construction and 
maintenance of highways which are entirely dependent upon 
motor taxation. Tax administrators may be able to solve this 
problem through reductions in expenditures not essential to 
the war effort and through diversion of increased tax receipts 
from other sources.

Data on gasoline tax collections should be interpreted with 
caution and should be examined in relation to many other fac
tors. A study of the monthly behavior of collections during 
the past few years will help in picturing the present situation.

While there is no “norm al” year that may be taken as a 
guide in studying present conditions, collections in 1939 may 
be conveniently used as a starting point. That year was the 
last prior to the beginning of the rearmament program ; there 
was little thought of rubber shortage; there was no shortage 
of gasoline and consequently no rationing. In order to make 
a comparison with that year, monthly collections for each 
state and for the District have been converted into indexes, 
using the average monthly collections in 1939 as a base. 
These indexes are presented in Table I. Several significant 
changes may be observed from the data presented.

In the first place, collections during 1940 and 1941 were 
considerably above the 1939 level. During these years the 
general trend in collections was upward, although conditions 
varied from state to state.

Part of the increase in collections during the two years may 
be attributed to the increase in motor vehicle registrations.

New car registrations were 25 per cent 
greater in the District in 1940 than in 
1939, while during the first 11 months 
of 1941 they were 44 per cent greater 
than during the same period in 1939. 
Changes by states are shown in Table
III. New car registrations reflect increas
ing economic activity and purchasing

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

June 30, 1942



3 8 M o n t h l y  R e v i e w  o f th e  Federal R eserve B a n k  o f  A tla n ta  fo r  Ju n e  1942

power. How much of the increase in tax collections was the 
result of greater average mileage of motor vehicles travelled 
cannot be accurately estimated from the data at hand.

A second factor of significance, to be observed from Table
I, is the seasonal pattern of collections, which should be 
taken into account before any attempt is made to interpret 
current month-to-month changes. In all states except Florida 
collections in 1940 and 1941 declined after January, rising 
again in the spring and continuing at a relatively high level 
until the end of the year. Florida collections followed an op
posite seasonal pattern. Collections in that state were lowest 
during the summer months, rose after the first of the year, and 
continued relatively high during the first three months of the 
year— the tourist season. It has been estimated that in normal 
years tourists account for 45 per cent of all automobile travel 
in Florida during the three winter months.

P art of the month-to-month variation may be accounted for 
by the varying number of days in each month. Collections are 
made for sales during the preceding month. March collections 
are always low because of the fewer days in February. Some 
of the month-to-month fluctuations would be removed were 
the index computed on a daily average basis.

With the customary seasonal pattern in mind, it is possible 
to examine the trends since the beginning of 1942. January 
collections continued the seasonal pattern of the two previous 
years by rising in the six states.

February collections declined in the District as a whole. 
The same thing had occurred in 1940 and 1941. In Florida, 
however, collections during February in 1940 and 1941 had 
increased over the previous month, but in 1942 the results of

Table I

IN D EX ES O F  G A SO LIN E TAX C O LLEC T IO N S

(Average Monthly Collections, 1939 = 100)

1940 Ala. Fla. Ga. La. Miss. Tenn. District
January........... ...............  104 118 108 108 108 113 111
February ......... ................. 89 126 93 96 88 93 100
March............. .................  89 125 94 93 68 82 95
April................. ................. 103 127 104 104 107 114 111
May................. .................  105 112 107 104 113 128 112
June................. ...............  I l l 105 109 112 112 122 111
July....................................  I l l 101 111 103 101 121 108
A ugust........... .................  101 97 108 109 97 107 104
September ...............  121 101 119 112 116 124 115
O ctober........... .................  112 94 112 109 121 130 112
November. . . . .................  122 106 119 121 125 100 114
Decem ber. . . . .................  115 115 116 115 106 125 116

1941
January........... ...............  115 132 118 121 107 123 121
F ebruary ........ .................  109 137 115 111 109 126 120
M arch............. .................  103 134 108 104 105 107 112
April............... .................  121 145 123 117 109 133 127
M ay................. .................  121 126 124 127 125 119 124
June................. ...............  132 122 150 124 132 137 133
July................. .................  127 111 122 125 118 123 120
A ugust........... .................  136 116 130 128 109 139 127
Septem ber.. . . ...............  143 116 136 136 144 158 136
O ctober......... .................  143 103 124 137 130 127 125
November. .. . .................  142 112 131 143 137 150 134
December .................  134 116 125 109 120 120 120

1942
January........... ...............  141 133 135 120 135 167 139
F ebruary ........ .................  129 117 120 125 129 138 125
M arch............. .................  113 107 103 126 80 115 109
April............... .................  121 118 114 89 105 110 110
M ay................. .................  125 105 100 103 105 125 110

the change in tourist traffic began to be felt. The index de
clined 16 points in contrast with a rise of 17 points in Feb
ruary of 1941.

In March, 1942, total collections in the District declined, 
following the usual seasonal pattern. In April, 1942, the Dis
trict index rose one point from the norm ally low March col
lections. In 1941 it had risen 15 points and in 1942,16 points. 
The District index for May collections remained at the April 
level. In Alabama and Tennessee the index for May, 1942, is 
above the same month in 1941. In  other states, while collec
tions increased except in Florida and Georgia, the indexes 
were below the 1941 levels.

Any estimate of the future behavior of collections must be 
based upon many assumptions, and future conditions may 
compel the altering of the assumptions. Gasoline consumption 
may be divided into two m ajor categories— consumption by 
private passenger cars and consumption by trucks and busses. 
It will be helpful to consider each class separately.

At the present time, one of the conditions that accounted for 
the increased collections during 1940 and 1941 no longer 
exists. No new cars for civilian use are being produced and, 
consequently, registrations can no longer be expected to con
tinue to increase. Assuming there were no scarcity of gasoline, 
private operation of automobiles would be limited by the 
availability of tires and by the prevailing attitude toward their 
use. How long present tires will last is, in turn, based upon 
additional assumptions. One rubber company official has esti
mated that about one-fourth of all automobiles will be off the 
highways by July, 1943, with about five m illion more out of 
use at the end of that year. A statistician with one of the m ajor 
oil companies has estimated that within two years one-half of 
the passenger cars in use at the beginning of this year will be 
off the road unless new or recapped tires are provided. How
ever, according to this estimate, some cars will be able to op
erate on their present tires until September, 1946. If  50 per 
cent of the tires are recapped, automobile use would be ex
tended by one year. These estimates are based on a top speed 
of 40 miles per hour and a 10 per cent reduction in mileage 
per car.

Another factor may complicate this picture. According to 
the Senate Defense Investigation Committee, there appears to 
be little prospect for civilian tires from the synthetic rubber 
program within the next three years. In January the OPA esti
mated that the average vehicle in use in this country had 
about 9,000 miles of travel left in its tires. The results of the 
campaign for scrap rubber may alter the picture somewhat. 
In the immediate future, however, there appears to be little 
prospect for civilian tires.

Exact figures reflecting changes in the use of passenger 
automobiles are not available. However, reports from high
way department checking stations are of interest. They indi
cate to some extent how road travel has declined. At various 
checking stations in Mississippi, it is estimated that there was 
a decrease of 4 to 8 per cent in traffic by early April of 1942, 
as compared with the corresponding week in 1941. Traffic 
surveys in Tennessee indicate declines from last year with the 
decreases becoming progressively greater from month to 
month since the beginning of the year. In January the traffic
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Table II

PER  CEN T O F  TO TA L STA TE TA XES*  
RA ISED  BY M OTOR V E H IC L E  TAXATION  

Sixth District, 1941
Gasoline Motor Vehicle All
Taxation License Taxation Other Total

United S tates................................ 25.4 11.6 63.0 100.0
District.......................... ...............  40.4 8.2 51.4 100.0
Alabama........................ ...............  34.5 6.9 58.6 100.0
Florida............................ ............... 47.2 15.2 37.6 100.0
G eorgia.......................... ............... 48.4 5.5 46.1 100.0
Louisiana...................... ...............  27.6 4.5 67.9 100.0
Mississippi..................... .............  39.0 4.2 56.8 100.0
Tennessee..................... ...............  48.9 12.7 38.3 100.0

20

Georgia Louisiana Mississippi Tenntssse

Per cent of taxes raised by gasoline taxation.
Per cent of taxes raised by motor vehicle license taxes.

□  Per cent of taxes raised by all other forms of taxation.

Source: United States Bureau of the Census.

count in Alabama was 7 per cent higher than in the previous 
year. In February Alabama traffic was about 2 per cent above 
the 1941 level; but by March, however, it had declined 7 per 
cent below the 1941 level.

The average of six recorders in Louisiana indicated a de
cline of 10 per cent in January, 18 per cent in February, and 
20 per cent in March from the corresponding months of 1941. 
Manual traffic classification counts in Florida indicated that 
the 1942 tourist travel was only 75 per cent of that in 1941. 
April tourist traffic in Louisiana in 1942 is estimated to have 
been 31 per cent below the same month in 1941. These sam
ples seem to indicate that the decline in total traffic is accel
erating. During the first months of 1942, however, the decline 
was not sufficient to affect tax collections materially.

As a partial offset to this decline in passenger car traffic, 
traffic by trucks is expected in some quarters to increase sub
stantially for a time. The necessity for efficient use of highway 
transportation in moving war materials is recognized. Trucks 
norm ally consume a greater amount of gasoline per mile than 
passenger cars. A rise in collections from this source may 
offset to some extent the decline in revenues from sales of 
gasoline to owners of other types of motor vehicles. Efforts 
are being made, however, through elimination of competing 
schedules, and other means, to reduce mileage and thus reduce 
the use of gasoline and rubber by trucks and busses.

Up to this point, it has been assumed that there will be no 
difficulty in securing supplies of gasoline. The supply prob
lem along the eastern seaboard, however, has become acute. 
In four states of the District, gasoline rationing was instituted 
on May 15. Before the war, many areas of the District were 
partially supplied by tankers either directly or in coopera
tion with other forms of transportation. Ocean shipping diffi-

*Unemployment taxes are excluded from the totals.

Table III  

NEW  CAR REG ISTRATIO N S
Per Cent Increase Per Cent Increase 

1940 Over 1939 1941* Over 1939*
Alabama....................................................... 18.5 43.7
Florida......................................................... 30.8 44.0
G eorgia....................................................... 27.2 46.7
Louisiana..................................................... 15.6 40.2
Mississippi...................................................  19.9 30.3
Tennessee...................................................  33.2 55.7
DISTRICT..................................................... 25.1 44.1

*First 11 months.

culties have all but stopped that source of supply and the 
resulting shortage of gasoline is also a factor in the decline 
in gasoline tax receipts.

General conclusions based upon the behavior of collections 
since the beginning of 1942 are difficult to make. It appears 
to be true, however, that as yet the full effects of the expected 
decline in automobile use have not been felt. In only a few 
instances have collections fallen below the average monthly 
collections of 1939. It may also be concluded that, except in 
the case of Florida, any trend toward decline has been felt 
only within the last two months. It is the future behavior 
rather than the past behavior of tax collections that is worry
ing state officials.

A number of persons have furnished data upon which this article is 
based. Acknowledgement is made to the following, who furnished in
formation on gasoline tax collections: A. B. Tucker, Chief, Alabama 
State Gasoline Tax Division; J. M. Lee, Florida State Comptroller; 
W. Wayne Walker, Director, Georgia State Motor Fuel Tax Unit; 
J. F. Boyle, Chief, Louisiana State Petroleum Products Tax Division; 
J. W. Purvis, Supervising Accountant, Mississippi State Highway De
partment; and R. L. Weakley, Director, Tennessee State Gasoline Tax 
and Oil Inspection Division. Data on motor vehicle registration were 
received from: W. M. Parker, Division Engineer, Florida State Road 
Department; R. V. Glenn, Georgia State Director, Division of Highway 
Planning; I. L. Thomas, Jr., Traffic and Planning Engineer, Louisiana 
Department of Highways; and L. N. Means, Office Engineer, Tennessee 
Department of Highways. Data on motor vehicle traffic were received 
through the courtesy of Roscoe Arant, Atlanta Regional Business Con
sultant, United States Department of Commerce, from: W. G. Pruett, 
Alabama State Highway Director; Thomas A. Johnson, Chairman, Flor
ida State Road Department; Harry B. Henderlite, Chief Engineer, 
Louisiana Department of Highways; I. W. Brown, State Manager, 
Mississippi Division of Highway Planning; and A. P. Connell, Engineer 
Director, Division of Research and Statistics, Tennessee State Depart
ment of Highways.
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