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T-2 December 5, 194$ 

Mr. Albert Bradley 
IxocutlT© Tice President 
General Kotor* Corporation 
3044 West 9ran& Boulevard 
Detroit, Michigan 

Dear Mr. Sradley: 

I as enclosing herewith aaterial on the relation of gasoline 
tax rates sad gasoline coasuaptloa sad other relationships which I 
nroaised at Sew Tork we vould prepare for yon. 

I hope you will find tine to examine carefully the eight 
tables and brief explanatory text attached to each. 

froa this analysis, which I believe to be thoroughly sound, 
I conclude there is no basis for the fear that the market for gasoline 
aad aatoaottTe products i s adversely affected by road iser taxes, 
either State or federal, at their present or probable future rates. 
On the other hand, I see in the failure to raise funis sufficient 
for a reasonable farther improvement of the hi^awsy systea, especially 
within sad near the c i t ies , definite probabilities of depresstre 
effect upon motor vehicle usage. 

I shall be Buch interested to have your reaction when you 
have studied the facts presented. 

fery truly yours, 

/ s / Shoe. S. MacDonald 
Commissioner of Public Boads 



Gasoline Consumption ami the -iatas of Gasoline "axes 

£rible 1 gives, at 5-year intervals froa 1320 to 1945, a c^mrtsois 
between the w^l^ited average rates of gasoline tft^as and the counts of 
gRcaiina caastfEisid In notar vehicles on th© highways. I t i s plainly svi-
LIRJIT ia tht*a» figures THAT there has beim & traEi©n&o«.s iacrer.sa ia the 
consult ion of gasoline m t&w highways ia the fade of steadily uountlng 
gisoliaa tuxes. Betsiaen and 1041 th» highway Use of gasoline in
creased fron 3.£ bi l l ion to nors than 24 b i l l i e s gallons, while the 
velflbted airormje rats of State ^.sol ise taaces was increasing fron 0 .14 
cent to 4 cents per gallon; and to about 5-1/2 catfts i f th# yederal tax i s 
included. In only two yeara {1332 aad 1933), during the depths of the 
depression., was there &a interruption in the upward trend. During the 
years 1942 to 1944, as n result of w&rtise shortages and restrictions, 
gasoline consumption dropped far beiov the 1941 level . With the cessation, 
of hostilities ia 1946 therr> m s a sharp ujmnard urge in no tor-vehicle 
travel and the coi&ttfaa&t of gasoliae. laformtion thas far received 
i s 1245 Indicates that thg total b i^»ay use of ̂ saoiine wil l slightly 
exceed that of 1941, a l thou^ there are about Wo xsdllion. fewsr vehicles 
on th-1 roads than in the earlier year. 

2her$ i s nothing surprising in these facte. Tha adoption of the 
gasoline tax a raea&a of raising higfcway revenue s»de possible the 
progressive developiaeat of the rural systems, both State and local . fhXs 
develjpaent, ia turn, brought about the phanaosnal increase in the muabsra 
aad use of autosiobiles, trucks, and busnes in the last q»srt#r century. 
Thus, gasoXias taxes, within, the rao&erate limits prevalent la the United 
States, have prosaoted rather than discouraged the use of gasoline. 

during the sawe period th« o i l industry, ^y saving remarkable 
tBprov«»entfi in th© lae-thc-ds of ^xtrafiting ©&solins from crude o i l , 
the application of mss-fjrodueiion r&th&de, and £y research in the nature 
aad quality of the product, a&de i t possible for the- no tori st of 19-il t i a 
spite of the great lacre&se in £&B<5line-tax rates, to pfurchase better 
^isoline at l i t t l e or no increase over tho price of the product marketed 
l » 1330. 2he iKJtorw^oJjjcle industry has vastly i^roved and popularised 
the automobile; aad through the oadtQK of the used-car taarfeet, has pushed 
l i s o-T^riship aad usa far torn the inc cue scale. ' 2 » partnership of 
Sovernmont, industry, aad the EWtor-^wabicle-usiag public has created the 
**riwt for uotor vehicles aad gasolto** 
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Coaparisons ,terag States 

?hs ctuostion nay be raised v/hetfaer or sot existing gasoline-tax 
rates, varying artor.fi tiie States from 3 to 7.& cants per gallon, have an 
observable offset on th* volume o f f*aaGline conaasptioa^ as ensured In 
terms of ^illons per reg! stared so tor vehicle. Table 3 gives, for the 
years 1940 and 1945, the average sections per vehicle for groups of 
states having the same, or close to the saae, rates of gasoline tax. In 
toth years tha three highest values of gallons per vehicle are found in 
the States having mtm of 2 cents, 6 and 6.5 cents, snd 7 and 7 . 5 cents 
oar sallcau In 1940 Missouri t vlth a rate of 2 cents, had ths highest 
value of gallons per vehicle* 2s i t s rate o f consumption was ex
ceeded by the States having tax rates of 6 or aore cents per gallon, t& 
1940 the loveat value of gallons per vehicle occurred in the States having 
rates of 5 and 5 .1 cents pec gallon. In 1945 tho States having rates of 
A cents per ©xllon had the lovest rat© of consumption. !*o relationship 
between tax rats and gallons oonsuned per ro i s tered vehicle can. be dis 
cerned in the s« coaaparisons. 

2*or the year 1340 a s t s l lar cos^crison vas mdo by individual 
States. There i s eleaent of error in such a coia^arison, because of 
the fact that the total eongOHption of gasoline in a given State includes 
that purchased by vehicles froti outside tha State, and fa i l s to include 
that purchased In other States by vofoicles registered l a the State* In 
the majority cf States, however, there i s sufficient balance bettfeea 
traffic fron outside t£*e State assd the aut-of-State travel of vehicles 
registered in tho State to sake the ratio of gallons per vehicle reaaenably 
accurate. 

In this 1940 coiap&rlsott the 3J3 States having the highest Values of 
gallons per registered vehicle were distributed according to tax rates as 

^he 14 States lowest in this ratio a l l bed. tax rates of 3 , 4 and 
5 cents per gallon; tot the significant fact I s that a l l ef them, vrith the 
exception of Xentucigrt were found, in the agricultural section of the 
: iddie West and la the West. Ifone of thea vera fotmd In the Sast, in the 
South, or in the predominantly Industrial part of the Kiddie West, 

3 cents. 
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5 cent as 
G cents; 
7 c^nts. 
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In general it 0 0 7 be said that the value of gallons per registered 
vehicle tends to be relatively high la the Industrial States of the Sast 
aad Middle Vfest and in the South; tends to he low la the predominantly 
,^-lcultural States (ether than the South), particularly in the grain 
States of the Qreat Plains; and Is siedium to low in the West. It is 
plain that the rate of State gasoline tax is not aa influential factor 
in these variations. 

Influence of Size of i'lace 

Seme li#xt Is thrown upon the factors which influence the coasunption 
rx gasoline by the figures given In table 3. 2hls table, which is based 

u>on State-vide hl̂ &r&y planning studies In 45 States, gives, for unincor
porated areas and for Incorporated places arrayed In order of else of popula
tion, (1) the average annual consumption of .̂.coline per passenger car, and 
{2} the number of passenger oars per 1,000 population. 

It is clear that rural residents Bake less use of their passenger 
ears than do the residents of urban places* Tho average consumption per 
passenger car in unincorporated places vas 457 pilous per year. For incor
porated places the average varied froa 516 gallons in places of 1 to 2,500 
oo\mlatlon to 636 gallons in places of acre thou 600.000 population, the 
trend being rathar steadily upward with else of place. 

She other side) of the picture is shosm hy the figures for passenger 
cars ovned per 1,000 population. Altho^i the density of autoaohlle owner
ship Is loWst ik rural areas, there is a definite downward trend as cities 
becoae larger, beginning with those of 50,000 to 100,000 population, for 
exxsple, the average for cities of 36,000 to 60.000 population Is 260 cars 
per 1,000 persons, whereas In cities over 500,000 population the average is 
only 183, less than 10 percent above the average in unincorporated places. 

Sfais situation arises frost Wo aajor causes: (1) large cities 
.generally contain a considerable lov-lncone population; sad {2) autooobile 
ownership is sore expulsive and less attractive in congested cities than la 
snaller places. A systscatic program for the relief of urban traffic and 
housing congestion, including the provision of ea^resssmys and parking 
facilities and the orderly planning of residential, commercial, and Indus
trial areas, would do tasch to nake aotor-vahicle ownership aore desirable 
in large cities. If such develop stents were seeoiapaaisd V & rise In the 
Purchasing pover of the working-class population, the result would he a 
very substantial boon to the automobile and gasoline markets. 
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factors Affecting Gasoline Consunption in the Several Geographic Arms 

TixQ coripexity of the factors which influence average annuel travel 
and hence the consumption of gasoline l a il lustrated in table 4 . In this 
table, for each af tho e i # t snjor geographic areas as indicated, the values 
of A l l a n s n 3 t o r vehicle registered in 1940 are caeEJared with correspond
ing values of certain othar factors, including weighted average State gasoline 
tax, percentage of urban population, population per square n i l s , income per 
c-oita, average annual aeaa te^erature, average snowfall, and vehicles per 
l/LOC population. 

I t i s clear that no influence of ^sol lno-tax rate i s perceptible ia 
this table. The extent of urbanization appears to have some influence, in 
th-. t lieu England, the Middle Atlantic States, sad the Sasfc Central States 
combine high percentages of urban population vita relatively high values of 
gallons per vehicle; whereas la fee West Central and J fountain States a eosa-
pfir-.tively 1>^ degree of urbanization i s associated with lav values of gallons 
per vehicle. Ia the eo^psrlsoa with population per &<|oare a i l s tha Pacific 
St-tea, which although heavily urbanised, have a low population density, f a l l 
into l ine , and only the Southern areas are inconsistent with tho tread* 

The influence of per capita incoae i s apparently similar to that of 
percentage of urban population, in that gallons per vehicle and per capita 
incase show parallel trends in the imjority of areas, with the Pacific States 
&n l the Southern areas not following the trend. 

She influence of the climatic factors i s unniatakable. She tvo 
Southern areas, v i th odld t<na§>era tares and l i t t l e snowfall, have relatively 
hish gallons per vehicle, vhlla th? Vest Central and Kouataia States, vhich 
hav* ssvere winters, also have lav values of gallons per vehicle. In the 
Se*.: England, Hiddle Atlantic,and Sast Central States their urban and 
industrial character, the density of population, aad lArfx per capita incomes 
counterbalance the effect of severe winters aad heavy snowfall. Ia the 
Pacific States no consistent relationship between gallons per vehicle aad 
ciirutlc conditions i s displayed. 

She nost striking relationship i s found when values of gallons per 
vehicle are conjured v i ta no tor vehicles per 1,000 population. The four 
areas vrith the greatest ateaber o f vehicles per 1,000 population have tha 

lowest values of gallons per vehicle. She Pacific States, which are 
inconsistent vi th the trend of most of the indices previously discussed, f a l l 
Into l ine in this comparison dth the highest value of vehicles per thousand 
population and tho next Ic ies t value of gallons per vehicle. 
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?nble 4 . - Influence of v&riaua economic and c l l m t i c factors on the 
coiistt^tion of gasoline ia ^ogmphic areas o f the United 
States In 1040. 
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This singular phenoHenoa i s perhaps host interprotad by the statoasat 
th.it in the Middle Western and Western States no re notor-vehicle transporta
tion 2g£ fiaaila i s available, \fith the result that th« required travel per 
•gghielft i s less . In th** TSsEtem, and particularly the Southern, States, a 
losr density of noior-vshiclo o*. mar ship imposes a heavier requirement of 
nileage, an! therefore gasoline eousurption, per registered vehicle. 

The s i ^ f i c a a c e of this relationship i s further enphaeiscd W tha 
l i s t ing, in the- laat colutan of table 4 , of gasoline consumption a^r, capita. 
:h& regional relationships ia this index ar© alnoat the reverse o f thoee 
shown la gallons per vehicle. Gallons per capita varies froa 119 ia tha 
^uth^astero Statos to 342 (nor© than twice as aueh) in the Pacific States. 
In the Best Central States, which have by far the lowest value of gallons 
per vehicle, p l i c a e per capita i s above the national average. 

There i s a lesson to be learned fron these facts . Xf, during tho 
r-ost-war years, there should be a general elevation of Incom and standards 
of living in the Southern States, aotor-vahicle otaxoraMp would be diffused 
throughout the population as I t i s in other areas, and there would be op:>or-
tualty for vastly ausjaeated sales of gasoline. Haere Is also a hint that 
there i s aa untapped potential mrket for increased sales of motor vehicles 
and gasoline in tho industrial States of the 3ast« She mention of these 
poss ibi l i t ies I s not noant to in?Jy that a l l States can or should be brought 
up to the level of California in density of aotojvrehiole ownership* 7h& 
need for aotor-vcdiicls transportation wil l always vary vridely among tha 
States. Nevertheless, the vast difference between Mississippi, with 90 
vehicles per 1,000 population, aad California, vfith 305, su&^ats that the 
possible mrket for xsotor vehicles and gasoline i s far froc saturation. 

Tho Ourreat Situation 

She following tabulation illustrates the treads, during the souths 
of 1946, la gasoline conduction and in rural road travel, as oozsparod 
with the corresponding raonths of 1941. She values given are Kation-tfide 
estimtos, based aa reports received from the individual States, 

http://th.it
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Ket gallons of iiural road 

January 10& 102 
February 106 103 
l^rch 10© IDS 
April 109 100 
ifey 104 34 
June 120 98 
July 108 94 
Angost 10S f3 
Septes&er - 103 

Although the predicted registration of ooior vehicles In 1946 is 
nearly Wo aillion lees than In 1941 i t i e evident in the above figures 
that 1946 gasoline consumption wi l l exceed thrt of 1941, the previous 
*esk year, Rural road traffic was /greater than that of 1941 in five of 
the nine months reported. I f the trend indicated in the data reported 
for August and September Is continued to the sad of the yaar, i t Is 
ro'bable thrtt the total voluaae of rural travel In 1345 will orfual, and 

^*rhaps exceed, that of 1941. 

In vim? of the facts given above i t does not appear that the use 
of motor vehicles, and the consft<|uent tend for gasoline, Is adversely 
?-ffected at the present tlrae 'by existing taxos, whether State or ffedeml, 
on actor vohiclos and gasoline. &or does the present state of the aotor-
vchicle market indicate that prospective purchasers are Ceterred by the 
necessity of paying the Federal excise tax on new vehicles. 

We are, of eeurvs, in m abnorml period. Although recent price 
rises have sharply curtailed purchasing pover, the tlaes are s t i l l lash, 
..ad the dmnd for »otor-vehicles end automotive products exceeds the 
supply. It Is natural that concern should be felt regarding the prospects 
for anrketing such products if and when a slack period occurs. Past 
*xr>»rionce teaches us that the producers of dnr&ble goods, such as aotor 
vahicles, have aoea nore to fear froa such a contingency thnn the producers 
of air?ct-oonaanption com»ditl#s such as gasoline, as the? following comparison 
indicates. 
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Th9 behavior of th® xaarket for new no tor vehicles during th© de
pression period of 1930 to 1933 i s illustrated by the following data taken 
fron "Autoiaobile Facts and figures* i 

factory sales 
of passenger cars 

1931 
1932 
1933 

In contrast, tha behaviour of 
the statistics on higSsmy use of 

370 678 
0 5 7 

#aeoline Market, as evidenced by 
, vas as follows; 

Hi£beBy use Percentage 
of gDSoline of 1929 

1929 14,139,301 100. & 
1930 14,753,911 104.3 
1031 15,456,662 109.3 
1332 14,339,151 101.4 
1933 14,346,152 101.5 

mrkat for nsv aotor vehicles really took a beating 
depression years; but the consumption of g&soli&e eontinued to 
1930 and 1931; and naver receded to a point below that of the 
1929. So also vita the recovery period. Although Eiotar-vehlcle 
inade a substantial eotas-baok, they did not ap^a-oadi the 5-aillion 
1339 until 1941, and did act actually reach i t in that year, 
use of gasoline, oa the other hand, eontinued upward, aad 
a total of saere than 24 billion gallons*. 71 percent above its 
And this in face of the fact that the federal excise tax on 
imposed In 1938, during the dap tha of the depression. 

during the 
rise in 

aark of 

, in 1941 
value, 

was 

It is 
eetve as severe 
to X9S3. 

hope of al l that 
a setback as that 

there is tsuch 
v*7, and labor 

there is fairly general agreenent 
•purchasing power is the key to 
that, la the "recession1* which 

national eeonory will not a^ain re-
it ea§>erienced is the years 1330 

regarding tha steps which 
tak© to avert such a calamity, 
a concerted effort to sustain 

problem; and there is reason to believe 
foreseen by may, neither enployneut nor 



- 12 -

ericas -.fill drop as severely as they did ia the earlier depression period. 
If such should prove to so the ease, there is all the less reason to fear 
a disastrous drop la gasoline salsa. Aa to the saarket for new vehicles, 
there is need for sd.se industrial statesmanship in guiding the production 
of aotor vehicles daring the period after the present shortage is overcome. 
It is unlikely that those upon whoa this responsibility rests believe that 
a curtallBcat of hî b̂ ay expenditures - the inevitable eoas&iueace of a 
reduction ia taxes for the support of highways - would act as a stimulus 
to the motor-vehicle market. 

I*arailel Orô th of Kotar-?ehicle Keglstratioas, !k»tor-7ehicle 
Use, aad Hller^e of Surfaced Boads 

Previous lasntlon has bemt m&e of the later-related effects of 
ht$way davelopeteat aad ths developEient of the ootor-vehicle and petroleum 
industries. Shis riutuai dependence i s strikingly illustrated by the 
figures listed i n table 6 , vhlch gives, at 5-year intervals froa 1921 to 
1941, values o f tha nuabers of xsotor vehicles registered, highway use of 
^asoliae, total vehicle-oil©s of travel ami ailes of surfaced rural roads. 
Values are also given fo r the individual years 1942 to 1945. 

Between 1921 aad 1941 the anther af registered notcr vehicles in 
the United states ms acre than trebled. In the mm period the average 
annual per-vehicle coaaunptloa of ^saline ms nearly doubled (373 gallons 
in 1921, 694 la 1941). As a result the total anount of gasoline used for 
hi^ay purposes increased fron 3,935,000,000 gallons ia 1921 to 
24,192,000,000 gallons ia 1941, an increase of 515 percent. She saae 
trend is refloated in estlnates of total vehlcle-cilles traveled, vhlch 
indicate a rise fron 65 billion vehicle-oile* in 1321 to 333 btllloa ia 1941. 

This remrksble increase in thn nuubers and use of notor-vehlcl»s 
could not have occurred without a corresponding development o f improved 
roads to carry tho ever-increasing volume o f traffic. She Mileage of 
surfaced rural roads increased from 337,000 oiles in 1921 to 1,385,000 
Edles in 1941, and 1,450,000 ailes in 1945. fhe jaileage of hî h-type sur
faces (bituminous penetration, bituainous concrete, port land csnent con
crete, brick, and block) increased fron 36,000 to 104,000 in the same 
period; and thfjre was a similar developaent in th© surfacing aad teprove-
ueat o f city streets. 

http://sd.se
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£abl® 5 . - Parallel grm/th of m tor-vehicle registrations, 
gasoline consumption, highway travel, and Bilo&ce 
s f surfaced roads i a the y©ars 1921 to 1945. 

* I • • Klgjhw ISO i st lasted * I aU •cage of 
of ga soli to i total surfaces L rua *al roads 

j Total * • •» • v@hiele- 1 
T©ar ? motor 

I Y?'hlClO» 
t 
t * 

* 
Oloas 
r>er 

: 
* 

rdlss 
traval&d 

« * j 
< Hi^t* 

I rtjitt^roa I tota l •Vehicle * * • wfeal * type 
1 J * • t 5 gpurxaces 
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,„.iA_u-1 1 000 Million 

a • % t 1,000 • * i , v;-U0 
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• 
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t i t I 
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* 
• 
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f 
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> 
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1936 ! 3 . 5 0 3 18,099 1 635 * 
* 

252 t 1,157 160 
s < * ; f 

1041 i 34.354 3 34,132 634 : 333 1,385 t 187 
S i : j l 

1942 1 33,033 : 13,^40 * C04 > • 267 1,406 s 188 
I 18,001 * 018 307 s 1,415 i 190 

1946 1 30,479 : 16,430 s 541 * 31£ 1,430 t 194 
t 31,035 s 19,149 s 

i 
a ? t 243 • li If 
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HoafrUse? fax Prywents 

She part which road-*tser taxes bare plnyed in this development is 
brought out in table 5, in v/hlch the amounts of State and Jedcral iapogts 
on the mtor-vehicle use* are given at 5-grear intervals froa 1921 to 1941, 
together vita figures for the individual ycKTs 1941 to 1345. Host of these 
receipts, hut not all, vare used for hi^bray purposes. ?*or eronple, ths 
counts of State roa4-*iser revenues applied to nonhi£h?ny purposes were 7 
.allien dollars in 192*5, 34 nllllon in 1921, 169 nilllon in 1936, and 215 
million in 1941, the latter figure boiag 14.8 percent of* tho total receipts. 
T.r. relation of ths Inderal excise taxss to Pedcrrl hî f̂ ey eatpsnditnrc-j is 
discussed in a ssibsequont section. 

In Stato road-oner tasBs, table S gbmrs that th® ccvor&ge contribution 
of the ootor^rehiclo romer increased froa 312.18 in 1921 to $43.60 in 1941, 
a rite of 250 percent, that «ueh of this Increase "./as tlie result of in
creased travel is sho\m V the fact that th© rosd-usar contribution, per 

o£ travel, vas 23-huadrodths of a cont in 1321 and 44-3»ndredfh6 of a 
cent in 1941, an incref.ee of only §1 percsat. Surlag ths var the average 
paynents p©r vehicle declined aad ths average pajmnts per Bile of travel 
ro rc , because of the fact that the veins© of hi^-ray travel fell off nors 
thrrply than the roadp-ussr rmrctes of the States. 

2ho federal excise taxes, particularly the 1-1/2 cent gasoline tax 
aad the vmrtta? Etotor-vshielo ^se tax, have added mtorially to to*: burden 
of the noter-vshicle ovner. In terras of cost per nil? of travel, however, 
the mztszm pt^rnx rate of ^-hundredths of a cent in 1941 is not a very 
burdensome charge. 2?or a passenger aatonobile the average would naturally 

less than for ewtor vehicles as a whole; end ia estimated at about 
C^hasdrectha of a ccaat per d l s ia 1541. 2fcs average cost of mining and 
o^ratlng a passenger car in the years tajodiai^ly preceding the ^ar is 
£$ner&Hy «>stinat©d at about 4 cents per nils. At that rats the total 
ecu*rHaitian of tho overage- wotori-t ia road-itsor tases araountcd to less 
tl'v;.r. 14 percent of hiss total costs of ownership. As this contribution has 
increased with the years he ha& received in return a steadily increasing 
idlcnge o f surfaced roads sad streets on i&lch to operate his vehicle 

because of increased construction and x întoaancc ccstc and irw 
cj^^sec denrnda for htghsajy iaprover̂ ents to mot the denands of postwar 
traffic, there is evidence that nuaerouc Suites vill find the existing 
schedule nxArGsG? taxes insufficient to support their highway re-
•fuirenents. In the last two yeaTi= the follcAfing fivo States have in-
crr-ased teir gasoline-tax rates} 
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'fable 5 . - Receipts fron special taxes on notorHrahicle usore 
by St-tes ami Federal Oo*ernnont, 19.01 to 104G; 
average payneata par vehicle aad por o l i o of travel 

o-social taxes m i d 

Year : 

1 / I To t f i l 

Million 
dollars 

Fli l lon • Million 
dollars « dollars 

I 
35: 

19: 

1901 8 

193o i 

1341 

19ti i 

19-& j 

t 

J 
e s s i 

107 t 

1,316 : 
1,109 ! 
1 #1£7 s 

3GS 

579 

633 

572 

1 ,009 

1 ''£Vt 

1,949 
I , i ? s a 
1,636 
1,&74 

Sax prynents per 1 viayBents oer 
registered vehlclo ! riilb of travel 

t 
312.18 * 

t 

34.14 t 

3*1 

4fc. t 
l 

40.3& J 
36.36 ! 
37.44 I 
40.84 t 

$32.40 

£5,88 

34.14 

48.57 

59.41 

69.81 
61,39 
54.35 
61.19 

1 0' 
* and 
« Federal 

X 

(tents * Cent) 

i 
5.23 i 

I 
.34 t 

i 
.41 : 

.4-1 i 
I 

. 54 J 

.50 ! 

0.43 

.41 

.41 

.54 

.72 

.75 

.77 

.75 
X JL 

Includes Stato gasoline taxes, notor-vebicle registration f « - » and 
a l l i ed irrposts, aad aotar-carrier taxes. 
Sstiaated road-user share- of ?edar&l tsetse on gasoline, lubricating 
o i l , cruda petroleaa processed, transportation of o i l 'jy pi:-elin^r 

automobiles njid motoreyolas, trucks, E U t o m b i i e s for hire, t irvs, 
tubes, i^rta, and a c c e s s o r i e s , and notor-vahicl^ use, during the years 
:;hm th*jo varlouc taxes vers in affect. 
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5.X to e cents 
3 to 4 cents 
5 .5 to 7 .5 cents 

1 S & 

Virginia 
3 to 4 cents 
5 to 6 cents 

./hat i s the effect on the notorist'o pockstbook o f & one-cent 
increase in tho gasoline tax? She passenger-car owner, traveling 3,000 
ssiles at 15 miles per gallon, v/ill pay an additional tax of $6.00, or 67 
cents per thousand, a i l es of travel. A rise of 310G in the average cost of 

, cars, with corresponding increases in usod car prices, would have con
siderably acre affect (althou,5h i t taust bo conceded that such increases* 
.-.t tha non^nt, do not seen to izrmir tha vigor of the autonobil® norket;. 
If the proceeds o f the tax increase are used for hl^te/ay ijrprovenent* to 
2- Uev* congestion and pronote the safety of hl$u#ay travel, tha not result 
is l ike ly to bo increased use of th© hii£&ays and increased domnd for 
).v,-oline. This result, however, can be achieved only i f th© tax increase i s 

enacted la response to a genuine need for hi^h./ay ir-rorovenents, and a detaand 
on the part of aotor-vehlcia o.Tiers which i s reflected in their vfiliingnaes 
to pay the tax. 

2?or a iaediun, ueiflSat truck, operating 10,000 a i les per year at 9 
idles per gallon, a one-cent increase In th© gasoline tax i/ould result in 
adlitional tax paynonts of 511.11 or 3 l . l l per thousand niles of travel, 
/ o r a heavy truck or conblnation, operating 30,000 n i ls* per year at 4 nilos 
> r gallon, the additional charge would be $75, or &3.G0 per thousand ol les 
*>f travel. Considering the nagaltudeg of coats involved in comerclal 
operations i t seems probable that the truck operator would bo willing to 
undergo these increased charges, i f in return the State vrould undertake to 
^ i l d road Inproveraents x/hlch would faci l i tate the conduct o f his business 
'*ad viden the range of his operations. 

liable 7 gives, at 5-year intervals, a comparison between the re
ceipts froa Federal excise taxes on no tor vehicles, gasoline, e tc . , and 
federal expenditures for hi^hray purposes. Ths anounta tabulated as receiptc 
Croia federal excise taxes are tho totals generally clalasd by industry repre
sentatives as the "Araounts paid V hit̂ i-./ay users' 1, except for a correction 
in the 1945 totals , mde necessary Ir/ tha fact that, beginning oa July 1, 1344, 

She Federal b̂wiso Eases on Kotor 
Vehicles and their Use 
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£able Cor^arlson of Fadsral espcjviiturss for highways, 
1020 to 1945, vith the receipts froa Federal esccls^ 
taxes oa notor vehicles and their use. 

(Al l flares In rdllions of dollars) 

t Hecei"i*o ; federal « enditures for highways 

: fron IVd- I Public Hoads AdEto- t 
s oral excise : 1 strati on and other t • 

* 
Total Including 

i taxos on j non-relief agencies f WPA j rel ief agencies 
??;irj no tor : and t 

i vehicles ' 'liatio to s other t 
: and 1 aaomit i jteder&l s rel ief j 
J their ? excise tax i agencies t : excise tax 
; use I 5 receipts * * ; rccol-ots 

S I, . * • • 

• * • : J 
10.̂ 0 1 157 • 

* 43 • 
• 

0.27 s tm J 43 ; 0.27 
1S35 i 

• 145 • • 102 • .70 ; • H * 102 x .70 
l*-'o0 1 11/ • 

« 146 » * — s * 146 t -
133D 253 • • 352 • 

• 1.54 ! 202 ! 554 i 2.11 
1240 • 422 * • 3 4 • n«t • 527 \ 751 t 1.78 
1345 t 

9 633 I 82 .13 } X 82 ! .13 

i v ' o w E 

1S40 s 
1>45 i 

351 5 

999 : 
1,176 5 

1,902 ! 
3,654 * 
6,457 ! 

X 

: 
GO 5 

I 

4,687 i 

0.18 
.51 
.83 

1.10 
1.07 

.73 
3,631 ! 
4,113 t 

60 J 
509 ; 

1,082 i 
3,962 J 
7,549 % 

I 
J L 

0.18 
.51 
.88 

1.49 
:;.07 

8,800 

]J There tfere no ?edcrr! excise taxes o a M o t o r vehicles a n d their use 
in 1 0 3 , 1930, and 1931. 

Zj B e g i n n i n g o n J u l y 1, 1944, Federal excise taxes were p a i d on Oevem-
aent purchases cf gasoline, notor v e h i c l e s , and a u t o m o t i v e s u p p l i e s , Including 
;-5urchaoee for n i l i t a r y use. In calculating t h e a m o n t f o r 1945 and for the cura-
'•Uative t o t a l i n c l u d i n g 1944 and 1945, t h e c o u n t s of t a x e s paid o n £ s lRra l 
-;ov---ra-rvent p u r c h a s e s were elirdnatsd ay r p p r o s i n a t i o n . 

ii/ C t s a u l a t i V " . totals fron t.V y-'-rr 193 
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t-, ." : ' .Cn --^r- coll<scWi «n ^r.ol iae, no tor vdiici^s, and nutonotiv*-) sup.-lios 
.^chased "by the ffederrl govomnent, chiefly for i i i l i t a r y use. 

In the upper part of ths table the excise-tax receipts at 5-year 
i tervals froa 1920 to 1945 are cosajvired with ?oooral expenditures for 
\i .;':.-/eyo in the sa&© years. In the lower part cumulative totals , fron 
Ii lo to th-- end of th*: given year, are compared. 

Thy f irst eoEtparisoa to ho found in table 7 i s that between the 
V: xzvul excise tax receipts and th© "regular* federal expenditures, i . e . , 
&ose raad© by the Public iioads Administration and other non-relief agencies , 
CIdaf aiaong the l i t t er nre the Forest, National I*ark, and Indian services, 
r^a, froa 1933 to 1941, the Public Works Adainistration. Since the federal 
excise taxes on notor vehicleo, etc . , were f i r s t enacted as ^rjergeaey revenue 
ivjusur^s during aad innediately after the f i r s t World War, at a t iae when 
l^dsml aid for highways was In i t s infancy, the receipts froa th&se taxes 

corded ftideral-ald expenditures during a l l yoars frou 1318 throu^i 13J;6. 
Ix, tlv» letter year ?ederal expenditures for aigit/nyo were 95 a i l l ion aa 
a&:i?-at 98 isillioa received froa the oo tor-vehicle excise taxes, iroa 192? 
tlxsu^i 1933 (iacludia^ the three years - 132S, 1930, aad 1931 - when there 
vers no Federal excise taxes) federal highway expenditures exceeded the r e 
ceipts from excise tuxes by substantial amounts, iron 1938 through 1945 the 
excise-tax receipts exceeded the regular Federal expenditures for highways 
1),' increasingly large ojROunts* Tiie large allotaeatn mde to the Iniblic Iioads 
/* rdnistration under the National Becovery Aet sad subsequent legislation 
worcs replaced, in th? late 1930's, by reduced authorisations oa the regular 
2'edoral-aid h&sis$ and, with the entrance of the United States Into the war, 
F«l*r-\1 highway expenditures were s t i l l further curtailed, being restricted 
to tiioee essential to the war effort. -Oaring the sane period existing 
Federal excise taxes were increased ia rate, and %h$ ootor-v&hicle use tax 
v?. -rvdlsd; *ith th* result thr.t th*? yield fron these taxes was greatly in-
ci'-.- osiCi regained at a high level throu^iout tha war period, reaching an 
all-1las peak of 849 million (of which the highway-user enure ia eetisfcited 
at million) in 1945. 

Thz aueulative receipts fron aotor-vehicle excise taxes exceeded the 
regular federal expenditures for highways until the year 1931. Highway 
or^nditur^s thereafter held the lead throu^i the year 1940; since when th*y 
i*ave progressively fallen off, relative to tb^ excise tax receipte, because 
of t-h- reduced wartiiae er^ealitares for h i ^ m y s . 

Sable 7 also gives annual and cumulative totals of a l l Federal ex
penditures for highways, including those? of the vfork Projects Administration 
and other eisergency relief agencies. VFork rel ief etxpendituren for hi£&*ays, 
<&i«f;y oa secondary roads and city stroots, naouated to j&ore than 4 bi l l ion 
dollars ia tho years from 1933 to 194-;. Xt i s generally recognized that the 
amount of useful -rork done, per dollar spent, was far less in worto-relief 
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construction than in regular 3,eder&l-ei& work. Bvea so, In arriving at the 
total of Fedora! expenditures for higfr/ays, the vrarfe-rellef ac t iv i t i es cannot 
j ~ ignored. 5he totals which include then were far greater than the notor-

vehicle excise-tax receipts during the period 1934 to 1940. On a curailativ* 
basis the total expenditures of 8.8 b i l l i o n dollars at the end of 1945 m y be 
•onpared with the cwmlative Federal excl3e-tnx receipts o f 6.6 b i l l i o n . 

I t i s nore important, perhaps, to consider what tho r?*l~tlve levels 
vf excise-tsx r e c o i l s and hl^fcray expenditures nay be in the irsnediats future, 
•'urrent authorisations allow for an annual Federal expenditure for highways of 
•ore than 550 n i l l ion dollars . I f the excise taxes were continued at their 
••li'tl-^ levels , their receipts \fOuld substantially exceed theso authorisations. 
If the rates ware reduced to those in effect in 1940, when th© receipts chargo-
•ble as taxes on ht^sfay users tmre 433 n i l l ion, federal expenditure* for high-
rys and the receipts fron Federal excise taxes on notor vehicles and their 

use. would be soripwhoro near la balance. 

Sfeere i s considerable controversy over the most ion o f 'hether the 
.'ederal excise taxes should be considered as read-user taxes, in the sane 
-•.<-nse as tho Stat?? esasoline taxes, laotor-vehiele registration fees , notor-
y r r i e r t&3»3, e tc . We have seen that thoir eunulative receipts, through the 

/ear 1940, were effect ively in balance with the regular federal expenditures 
for highways. I f the Federal government, through Congressional action, should 
^ f i n i t e l y embark on a po l icy of associating Federal aid for Mghwaya with 
jadsral imposts on the mtor-vehicle user, a tax schedule could be adopted 
•-'iioh would be sxpressiv© of tho user interest in Hatloa-iride lnpreveasnt 
: nd develorpoent of the h i ^ a y s , A tax oa gasoline of 1 cent per gallon 
;tight well be the eoraarstone of this tax schedule, supplemented by riOderat^ 
excise taxes on notor vehicles, t i res , and parts and accessories. 

I t i s not unreasonable to contend that the ^edaral interest i a high-
•rry development, with respect to th® general welfare, promotion o f comsree 
^aong the States, ir^rovenent of post roads, aid to agriculture, and n&litary 
security, l a , in part at least , independent of tho road-user interest; and 
tliat i t would be therefore unjust to tax the road user for the entire support 
:K federal aid. I t i s a fact , however, that strategic; highways for nil l tary 
Turposea are also stratsgio M e r c y s for the norml peaestim travel of the 

iiotoriet and the comorc la l operator; that post roads are also automobile roads; 
i-n! that the promotion of interstate cotnerce by neans of Federal highway aid 
i;; the promotion o f interstate Bovemnt o f notor vehicles . To the extent that 
.-"ederal authorisations f a i l to run parallel to the interests of the rotor-
v; I'iicle user they should be supported by the general tax base rather than by 
:-o.,d-usor tejtss. By the saiao token, the no tor-vehicle user should be taxed 
TOT th© support o f Federal aid for aigsfuye in proportion to the benefits he 
received fron the expenditure* 
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In the postwar period we are faced with the prohlen of rodernislng 
aur highways under the condition of a prige level which, althou^i i t riay 
0" expected to recede from i t s present inflationary peak, wil l alnost 
certainly remin above the prewar l eve l . In other words, we are confronted 
In high/ay work with the two-fold problen o f (1) increased unit costs and 
(£) higher standards of ii^rovsaent to neet the denands o f postwar traff ic . 
"2o a large extent our principal rural roads were built to standards which 
are now obsolete, in terras of width, gradient, curvature, and sight dis
tance. I t wil l be necessary to build raany miles of divide&-lone highways, 
dth controlled access and separated intersections. She urgent problen of 

•urban congestion cal ls for the construction of expressways and distribution 
routes, the imrovesaent of existing arterial streets, and the provision of 
off street parking fac i l i t i e s . She demad for postwar modernisation of ths 
hlsh'?ay coses, for the most part, froa the no tor-vehicle user; and he wi l l 
not, in the long run, escape tho responsibility for paying his share of the 
increased cos ts . 

I f the federal excise taxes relating to motor vohiclos and their u&s 
•*"?e repealed, there would arise a raovenent for the reduction, or even the 
abolition, of Federal aid fo r hi$*mys t on the ground that the no tor-vehicle 
user, th$ chief beneficiary of hi^u.-ay expenditures, was no longer mking a 
contribution to the federal budget for highways. I f this should occur, not 
only would ths highway progroa suffer fron the loss of ths funds involved, 
but th? unifying and coherent policy of I?ederal-State- and, nore rocontly, 
of Fsdoral-State-loeal - relations in the highMBy f ie ld would cone to naught. 
Coorlination of planning and programing would disappear, and I t i s probable 
that th& resulting confusion, together with the reduction of hlg&^ay ex-
praditures, would react unfavorably on the narkot for no tor vehicles and 
gasoline. 

Mother angle which deserves consideration Is that of the shift in 
th* i n c l i n e * of taxation for the support of Federal expenditures for Mgh-
• 'ays which would occur i f the federal outonotive excise taxes v/ero repealed. 
?h* figures given in table 8 throw sone l ight on this subject. 

The data given in this table should be regarded as indicative rather 
than hlcjily accurate. Although the figures given purport to represent 
coalit ions In the year 1941, i t was necessary to corabine data for 1941 with 
v'-t<-i for previous years, because of th& absence of cosplete iflrsVrmtion for 

: Ingle year. The general relntionships exhibited are believed *o be 
reasonably accurate for purposes of i l lustration, 

Colums 2 and 3 give the percentage distribution of the ownership o f 
f::dJy passenger cars, by ineone groups, Colum 2 gives the percentages 
owned by frailly units in each income group; coluim 3 gives the emulative 



fable 8.* Characteristic distribution of ownership of fontly 
cans by Incoas groups, and approximate distribution 
by ineono groups of 1941 payments of federal 
laitoaotive sacls® taxes, a l l other Federal taxes, 
and Individual Income tax. 

i iroreentags t Retina tod percc ago distribution of 1941 3 Polara! 
x distribution : tax pa, yttsnts tde by fa n i l l e s or si agio i n livi-i*-

.vnriual 
incoas 

i o f ovmer- t 
i ship o f i 

a ls in indicate d incone group. 

flroam 
i 1 , 0 0 0 } 

i f:.ally t 
s cars 2j t Federal notor-

vehlcle 
excise taxes 

t 
1 
1 
I 

Al l Other 1 
Federal taxes t 

Individual 
Income 

i cent i t l V 8 * i 
j 1 £T0Ups j 

! 
Fer- I 
cent s 

t 

Cucaila-
tiv© by 
groups 

• t 

t 

J 

Per
cent 

j Cunula- 5 

1 t lve by 1 

, groups 

f 
-Per- t 
cent f 

• 
i i i • 

0us3ula-
tlve by 
groups 

(1) 1 ( 2 ) | (3) | (4) » 
1 

17 .6 ! 

! 
J 
* * 

( 6 ) 1 ( ? ) j W J 

t 
0 . 1 E 

( 9 ) 

Under 1 t 27.1 I 137.1 ! 

(4) » 
1 

17 .6 ! 17.6 

! 
J 
* * 9 . 3 

W J 

t 
0 . 1 E 0 . 1 

I-:-; s 4*;. 9 j 7 0 . 0 J 3 5 . 4 t 5 2 . 0 16.5 s 3 5 . 7 t 4 . 0 : 4 . 1 
»-.**o ( 1 7 . 7 J 87.7 s 20.6* 8 73.6 * 

• 9.0 ! 34.7 i 3,4 t 7 . 5 
3~5 1 8.0 : 95.7 5 12.1 1 65.7 I 7»«3 i 41,9 : 5.4 t l i j . 9 
5-10 1 £.7 J 93 . 4 ? 6.4 J 9E.1 t 7.0 ! 48.9 I 21.1 

10-^5 X) 1 ( I 4.4 t 96.5 I 11.9 t 60.8 : 17.1 i 38.2 
35-50 i ) 1.6 j 100.0 (s 1.9 ! 98.4 t • 1 1 . 8 ! 73.6 i 18.2 1 5 6 . 4 
5U-10U I ) I (1 .9 t 9 9 . 5 

* 
10.7 t 83.3 l 1 5 . 8 8 

< 
?3.£ 

t) 1 ( i .7 1 100.0 • • 16.7 t 100.0 i 36.8 ! IOC. o 
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1/ Characteristic of the middle 1930«s. A distribution for 1241 or 
later year would show mailer percentage in the louer income 
groups and larger percentages in th* higher ineone groups, 
because of the general r ise in Incone levels . 



percentages, so that r. value tabulated ia this coluon indicates the 
?.* re outage of a l l f sa l ly cars owned "by faaily units having annual incoiaes 
lr>:- than th* value Indicated V tho upper l i n i t of the class interval. 
AS -PLAINED l a the footnote, this distribution ia characteristic of the 
ri -ils 1^30* s. I f data were available for a later year they would show a 
rd-Uar distribution. However, because of the general r i se in income 
1< th@r# would be a shift in percentage values away from th© lower and 
to a*d th© upper iacooo groups* She so two colaaaas i l lustrate how deeply 
tL o./aership of passenger cars has penetrated into the lower incone groups* 
i?or -axaraple, 'J7 percent of family passenger cars were owned by families 
teviag annual ineoaes loss than $1,000 1 and 88 percent by those having in-
co:.. -s Is sr. than $3,000. 

Column 4 gives the incidence of the 1941 payments of Federal excise 
tar vis relating to motor vehicles aad their use, in terns of th© percentages 
of the total receipts which were paid by faaily units in the several income 
groups. Golurm S gives the cumulative percentages. In mkiag the calcula-
tiovio those portions of the tax paynents estiaated as referable to family or 
personal ownership and use of passenger cars were allocated in proportion to 
consumer expenditures fo r autoaobile transportation in each income group* 
?hog@ portions of the tax p&ytaeats referable to business ownership and urn 
of otor vehicles were allocated in proportion to consuner expenditures for 
ipo ;.;) and services other than autoaobile transportation. She coasuaer-
escivenditure data were obtained froa the bulletin on the subject issued by 
th lational Jiesources Cemittee. 

As slight bo expected, tho percentage parents of saotor-vehicle excise 
taxws do act accuaalata as rapidly as the percentage distribution of pas-
sanger-ear ownership, nevertheless, column 5 indicates that nearly IB per
cent of tli--- total paynents were aude ty those having incomes of less than 
$1,000$ 53 percent by those having laeoaes l ess than $2,000; and 86 percent 
b;.- those having incomes less than $5,000. 

Oolusms 6 and 7 g ive , in similar tcraa, the estiaated percentage 
distribution of th© paren t s , in 1941, o f a l l Federal taxes other than the 
automotive excise taxes; end therefore indicate the shift in incidence upon 
tlx gavsr&l inoo&e ©roups which would occur i f tho burden of support of the 
fe-Mml highway program were transferred froa the automotive excise taxes to 
the general tax base of the J'sderal government. In Baking the calculations 
those taxes, such as customs, excise, ouusonant, and processing taxes, which 
ar$ readily passed on to the consumer, were allocated in proportion to con-
cu;;«6. expenditures. £ho individual income tax was used as a base for roughly 
TNROX&aatlag the incidence of those taxes which are not readily passed on. 
BVJ rosultiag distribution shows xauch soaller percentage payoents by the 
lowar-iaeoae groups than i s the cane with the auto&otlvs excise taxes. For 
e ^ . i l e , we find that, whereas 02 percent o f the automotive exdUe-tax 
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receipts were paid by those having i n c o g s loss than $10,000, only 49 
percent o f a l l other Federal tax payments crnae fron these groups. 

Colums 7 and 8 give the percentage payments, by incom groups, of 
the individual incorao tax in 1941. The progressive character o f the in-
cone tax Is in great contrast to the pattern of tho ao tar-vehicle excise 
tar payiaents. Only 0.12 percent of the pr-yaonts of this tax were nade *by 
f \ni i l*s or individuals having incoms less than $1,000; and only 13 per
cent tjy those having incomes less than $5,000. She relatively few families 
;nd individuals having incoms of $10(3,000 or aort supplied 27 percent o f 
ths Individual incom tec paytaents in 1941. 

I t ohoulrl bo pointed out T H A T , i f data were available rsgrrdlng the 
..istrlbutioa, by incone groups, of individual incono tax payosnts- luring 
the war years, there '--Quid be a narked difference from the 1941 pattern. 
Although the rates paid by those with nediun and large incomes wore sub
stantially increased, exenptions woro reduced and tho basic rate was raised. 
^ distribution of the wartim payments would undoubtedly show larger per
centage payoents by the lover inconc groups. I t i s probable, although not 
certain, that in the postwar period the income tax wi l l continue to be 
i&posed on a broader base than that which prevailed before tha war. 

I f the notor* -vehicle excise t&xss are repealed^ other revenues i&xst 
found to T A K S their placR. This might be done by an increase in fee 

1 ndlvidonl L N E O T T F F tax or, nore probably, fey general absorption in the entire 
'•'ederal tax structure. She f i r s t of T H E S E two alternatives would relieve 
V-^ consumer, and the no tor-vehicle user in particular, of a tax burden 
..hieh i s now borne aors or less directly in proportion to notor~vehicle us©; 
and T H A T burden would be shifted heavily to the upper Incorje groups, fhe 

econd -.lternative would relieve the notor-vehicle user of the dlr~ct impact 
:\~ th* automotive excise taxes; but the shift to the upper inconc groups 
oull bo less drastic, because a large part of T H E burden -rould bo borne by 

custons, excise, and other consultation taxes. In eithnr case the direct 
:'?;lationship between Q O T O R ^ v e h l c l © use and tax paynents would disappear. 

She figures given in table 8, although, approximate at best, are 
rtrongly indicative of tho changes in incidsacs of taxation which would 
•>ocur I F I T should becone netiessary to find a substitute F O R the federal 
f?:ccige taxes on t» to r vehicles and their use. Vchether these cha in s are to 

regarded as desirable or otherwise depends upon T H E point of view. I t 
in at least a reasonable contention T H A T tho principle of taxation according 
%o ab i l i ty to pay i s sufficiently cared for in the present structure of T H E 
>Xieral incono tax. detention of the notor-vehicle excise taxes, at a level 
cortnensurate "i th annual authorisations for highway purposes, would introduce 
.^fini tely into federal highway financing the concept of taxation according 
to benefit which underlies the imposition O F road-user taxes by the States. 



Another factor *rhlch deserves mm attention I s that of the effect 
upon the federal budget of the proposed elimination of the excise taxes on 
notor •etecles and their use. She budget for the f iscal year 1947, as 
originally prepared, provided fo r net total expenditures of approximately 
32 b i l l ion dollars. 2bs single item of national defease accounted for 42.5 
percent of the totals service of the public debt, 17,7 percent; veterans 
tenefits, 15.1 percentj social security and retirement iunds, -3.5 percent. 
All of these items, are fixed obligations o f the Federal novemsent and 
they account for 73.8 percent of the total budget. She regular operating 
functions of th* gov^rnmnt, including public **rorks, oust be financed out 
of a budget of 6.? b i l l i o n dollars. She amount budgeted for highways uas 
540 n i l l l en , or 1.1 percent of the total; for other public vorks, 709 million, 
or 2.C percent. 

it is clear that, in financing th© regular operations of the federal 
Government, we are operating on a very narrow r&rgin; and no substantial 
source of revenue should be relinquished l i^xtly. In 1945 the receipts from 
federal excise taxes on siotor-rohiele, ^.soline, and all ied products vers 
S2S n i l l loa dollars. There is l i t t l e doubt that the receipts la the f iscal 
war 1947 v i l l approach 10 percent of the operating budget of 8.7 bi l l ion. 
There is demnd by numerous in te r ' i t s for the reduction of other tares, in
cluding the individual incone tax. Shis situation raises a question of 
•Kidgetary prudence '-?ith respect to the proposed repeal o f a l l excise taxes 
relating to notor vehicles . 


