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FOREWORD

The motor-transport business is a rapidly growing addition to
our domestic transport system. As a vital segment of our trans-
portation system, it is subject to many of the problems of financ-
ing and taxation common to other modes of transportation, and
to other relatively new and expanding industries. In addition,
there are many problems peculiar to the motor-transport business,
arising from characteristic differences in motor transportation
from other modes of transportation.

The data upon which this study is based are taken, for the
most part, from published reports of the Interstate Commerce
Commission, and from unpublished records in the files of the
Commission. The tables in Appendix B give financial and tax
data for five segments of the trucking industry—Houschold
Goods, Heavy Machinery, Liquid Petroleum, Motor Vehicles, and
Retail Store Delivery—for the United States as a whole and by
geographic regions, and are herein published for the first time.
The compilation of these data from unpublished records in the
files of the Interstate Commerce Commission was made possible
by the cooperation of the Commission, and by funds granted by
The Ohio State University Research Foundation to the University
for aid in fundamental research.

Viva BootHe, Director






PREFACE

This study of the taxation of the trucking industry empha-
sizes general relationships between taxes and the motor carriers
of property, and, to some extent, all operators of vehicles on the
highways.*

The study of the impact of government fiscal activities on the
motor commodity-carrier industry, more commonly called the
trucking industry, is multi-sided. It involves consideration of the
general impact of revenuc collections and public expenditures,
the particular effects of alternative methods of taxing the trucking
industry, and the desirability of different expenditure allocations.

The first chapter is a summary of the industry’s taxation
trends. The second and third chapters are concerned primarily
with the different special taxes levied upon motor vehicles with
particular emphasis on the manner in which these taxes affect
the trucking industry. The analyses of these two chapters are of
a general economic nature and are aimed at an understanding of
the economic impact of the gasoline, license, gross-earning, and
ton-mile taxes. The concluding portion of the third chapter
analyzes highway productivity and highway costs.

The fourth chapter is devoted entirely to the information
obtained from leaders of the trucking industry through personal
interviews and questionnaires. The analysis is largely on the basis
of attitudes expressed toward taxes, and the attitudes that would
be expected from examination of financial statistics.

The fifth chapter is devoted to showing the absolute and rela-
tive tax burden of Class I truckers in the different sections of the
United States. It also includes references to the information
obtained regarding attitudes of truckers toward certain taxes.

The final section is the appendix. It includes many ratios
calculated from unpublished Interstate Commerce Commission
data. It summarizes financial data by geographical areas and by

* This study was supported, 1n part, by funds granted by The Ohio State University
Research Foundation to the University for aid in fundamental research.
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vii _ TAXATION OF THE TRUCKING INDUSTRY

taxes paid by the entire trucking industry and by five selected
segments of the industry. These data will be useful to readers
interested in specialized phases of the general problem.

Ricuarp W. LinpHOLM
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CHAPTER I
TRUCKING INDUSTRY TAX TRENDS, 1940-1950

The motor commodity-carrier industry has become one of the
great industries of the nation and is now a very important portion
of the total transportation system. This study has as its purpose
the examination of taxes paid by this great industry. This mono-
graph examines the development of the industry, the different
types of taxes paid, geographical and intra-industry variations of
tax burdens, and attitudes of the leadership of the industry toward
different taxes paid.

TasLr 1—NuMsrr, ToraL Assets, AND OPERATING ReVENUE, CrLAsss 1
Mortor Carrikrs or ProperTY, UNITED STATES, 1940-1949

Year Number of | Total Assets Opcrating Revenues

Carriers (Milhians of Dollars) ( Milions of Dollars)
1940 shivennnn. 1,120 i 191 | 470.2
1941 .i.vinnnnn \ 1,233 241 ] 621.5
1942 ....nnnn. 315 265 . 673.0
1943 cviivnnnnn 1,477 324 \ 766.5
{7V S 1,734 ) 370 ' 855.7
1945 . .vccannn 1,910 403 ! 920.0
1946 .......... ‘ 2,075 496 i 1,095.1
1947 cvvreannnn 2,151 i 599 i 1,478.0
1948 .......... 2,421 732 | 1,946.0
1949 ....inn.n. 2,542 . Cen : 2,109.0

Source: Calculated from Statistics of Class I Maotor Currters, Interstate Commerce Com
mussion, Burcau of Transport Econonues and Statistics

Tables 1, 2, and 3 and Charts 1, 2, and 3 present data showing
the rate at which the industry has grown during the period from
1940 through 1949. The total assets of Class I carriers of the
industry have risen from $191 million in 1940 to $732 million only
cight years later (Table 1). This is a phenomenal growth record,
and available data indicate that it is continuing in the 1950’s at
the very rapid rate established during the 1940’s.' Up to and
including 1949 this growth of assets was accompanied by a rapid
increase in the number of Class I truckers as well as the growth

1 Operating revenues of Class 1 truckers were 19 per cent and 27 per cent greater in
the first and second quarters, respectively, ot 1950 than 1n the same quarters of 1949.

3



4 TAXATION OF THE TRUCKING INDUSTRY

of established companies. This is the most desirable type of

industrial development in a democratic capitalistic economy.
Table 1 and Chart 1 indicate the great increase in the number

of Class I carriers engaged in the motor commodity-carrier busi-

CHarT 1—NuUMBER 0F CLass I Moror CARkirs o¥ ProprrTy,
UNITED STATES, 1940-1949

NUMBER OF NUMBER OF
CARRIERS CARRIERS
3,000 3,000
2500 2500

2,000 2,000

1,500 —1 1,500
1,000 1,000
500 - —1 500
° 1940 1943 1946 1949 °

Source: Table 1

ness.” The trucking industry remains an area of competitive com-
mercial activity. In 1940 there were 1,120 Class 1 carriers; by
1946, 2,075; and by the end of 1949, the number had expanded
10 2,542."

The best measure of the growth of the industry is shown by

2Class I carriers are those with annual gross operating revenucs 1n excess of $100,000.
Since January 1, 1950, Class | carriers have been only those with annual gross operating
revenuces in excess of $200,000. This change will increase the accuracy of Class I motor
carrier data but will make the data after 1949 parually noncomparable with those of the
previous ten-year period.

¢ This total will drop rather sharply i 1950 as the result of the n v annual gross
operating revenue requirement of $200,000.



TRUCKING INDUSTRY TAX TRENDS 5

CuART 2—OPERATING REVENUE oF Crass I Moror CARRIERS OF PROPERTY,
UNITED STATES, 1940~-1949

MILLION MILLION
DOLLARS DOLLARS
2500 2500
2000 -— —2000
1500 1500
1000 1000
500 500
0 0
1940 1943 1946 1949

Source ' Toble |

TasLr 2—Taxes as A Prr Cenrt or OperaTING Rivintvr, Crass I Motor
CaRRrILRS 0F ProPLRTY, UNITED STATES, 1940-1949

| Prr Cini ot OrrrATING RIVFNUE

Year ¢ Operaung Taxes | Income

| and Licenses 1 Taxes
Y57 1< T ! 7 200 i o2
10X SN . a2 145
LI H H.73 2.49
TOJ3 vvevinenenoenneanas I 6.56 223
TO4d wuvee meieeee aaaan ‘ 644 1.87
1045 cvevnivinnnnnieanans ! 6.48 1.1h
1046 oot | bot 1.29
1947 «ov.. e l 527 1.55

1918 e i 4.43 \ 1.64"
1949 tvvivirinrenieennans I 4.45 i .

a Calculated from data provided by 643 carners only.

b First quarter of 1948,

Source: 1940 through 1946—calculated from Starrstres of Clocs 1 Motor Cuarrzers, The
Interstate Commerce Commussion, Bureau of Transport Economics and Statistics;
1947 through 1949—calculated from datr obtained from publications of the
Amenican Trucking Association,
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the expansion of its operating revenues which increased from
about $470 million in 1940 to about $1,100 million in 1946 and to
$2,109 million in 1949 (Table 1 and Chart 2). Operating revenues
have expanded at a more rapid rate than assets (Chart 3); and,

CHART 3—ToraL Assets oF Crass | Motor CARRIERS OF PROPERTY,
UNiTED STATES, 1940-1949

MILLIONS OF MILLIONS OF
DOLLARS DOLLARS
800 800
700 -1700
600 600
800 -1600
400 400
300 -1300
200 200
100~ - 100
o o
1940 1943 1946 1949

Source ' Table |

of course, in both cases the expansion has been very great and
very rapid. It would not be an over-optimistic forecast to predict
that the Class [ carriers and former Class I carriers will increase
their asscts to nearly one billion dollars in 1951, and that the total
operating revenucs will be approximately three billion.*

*The meager data available indicate that the portion of the trucking activity con-
ducted by Class I carniers has not changed greatly. Gross operating re\enues of Class I,
11, and 111 totaled $3 Mllion 1n 1949.
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CHART 4—Taxes as A Per CenT oF OPERATING REVENUE, CLAss I MoTor
Carriers oF ProprrTY, UNITED STATES, 1940-1949

PER CENT PER CENT
8 T l T T T T T T 8
NERATING TAXES AND LICENSES _

|
6 —_—16
B ~J
4 4

INCOME TAXES

0 0
1940 1943 1946 1949

Source:Table 2
Note: See Source Table for Explanatory Footnotes

Chart 4 and Table 2 present data relating operating taxes and
licenses to operating revenues. These data indicate that, with the
exception of 1945, operating taxes as a percentage of operating
revenues have decreased continuously from 1940 through 1948.
The ratio in 1949 was practically the same as that of 1948. The
continual reduction of operating taxes as a portion of operating
revenues has undoubtedly provided a portion of the stimulation
that brought about the great growth of the trucking industry
during the same period. In 1940, operating taxes were over 7 per
cent of operating revenues while by the first quarter of 1948 they
had been reduced to less than 5 per cent. During the same period,
as indicated by Table 2, income taxes as a percentage of operating
revenues increased from 1 per cent to 1.6 per cent. The increase
in income taxes reduced to some extent the added profitability
that arose from reduced operating taxes, but, certainly, the in-
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crease was not sufficient to eliminate the investment stimulation
of falling operating tax expenditures.

The most important determiner of the speed with which an
industry grows is the per cent that net profits are of net worth
(Table 3 and Chart 5). This ratio has certainly had a retarding
effect on the quantity of funds invested in the trucking industry.
It has forced the industry to grow against the current, as it were.

TasLe 3—Nr1 Carritr OPERATING Prorrrs as A Per Cent oF Ner WorTn,®
Curass I Moror Carrirrs o¥ ProPERTY, UNITED STATES, 1940-1948

Year | 1940 1941J~l94z | 1943 | 1944 | 1945 | 1946 | 1947 | 1948
Per Cent ........ , 19.77 24.01' 25.04| 16.n' 12.10‘ 5.32' 17.70, 17.53' 22.84

a Net worth 1s the sum of cotporate capital stock, uncorporate capital and unappropri-
ated surplus (carncd and uncarned). The profits are stated at a munimum because
“ending” nct worth, 1.e., as at the end of each year, was uscd, as reported by the carriers.

Source: Calculated from Statestics of Class [ Motor Carners, The Interstate Commerce

Commmussion, Bureau of ‘T'ransport Fconomics and Statistics,

Cuarr 5—Ner Carrier OPERATING ProriTs as A Prr Cent o NeT WoRTIH,
Crass I MoTor Carrikrs oF ProperTY, UNITI D STATES, 1940-1949

PER CENT PER CENT
30 30

l I ! ]

(o]
1940 1942 1944 1946 l948

Source: Table 3
Note See Source Table for Explanatory Footnotes
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That the industry has been strong enough to do this is shown by
Chart 1 which indicates that asscts continued to expand rapidly
throughout the 1940-1948 period. The low point of profits as a
per cent of net worth was reached in 1945. Actually, throughout
the period of World War I, the trucking industry showed a
continual reduction of earnings as a per cent of net worth. Be-
tween 1942 and 1945, net carrier operating profits decreased from
25 per cent of net worth to less than 4 per cent. Needless to say,
the excess profits taxes of the war period did not apply generally
to the trucking industry.

Profits as a per cent of net worth increased sharply in the first
postwar year and by 1948 were up again to the 1940-1942 average.
The increase of assets in 1948 amounted to $133 million, the
largest in the history of the industry and an expansion in one year
of 22 per cent. However, the developments of 1950 are similar to
those of 1942 and could quickly lead to another crisis in the
carnings ratios of the trucking industry. The trucking industry
does not prosper on the large-scale orders of a war economy but
rather is adapted to the less-than-carload shipments of perishable
and durable consumer goods of a peacetime economy.

The development of Class [ motor carriers of property shown
in the charts and tables of this chapter is largely the general
statistical picture of the development of the entire trucking indus-
try from 1940 through 1949. (During the 1940’s, Class 1 motor
carriers have accounted for about 65 per cent of the for-hire
trucking business of the nation.) The data of this chapter show
an industry whose leaders had sufficient courage to continue to
expand their investment during the World War II period despite
a falling net operating profit net worth ratio. They picture an
industry which has been able greatly to expand its earnings since
the low point of 1945 and which is, at present, making very
substantial earnings on investment. The data also show that
operating taxes have not increased as rapidly as revenues; there-
fore, operating taxes have affected profits in a manner similar to
fixed costs under conditions of expanding activity, and have
tended to make the industry one of decreasing costs. Operating
taxes of motor carriers of property in both the manner of expend-
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iture and the variation of relative burden, at least during periods
of expanding activity, have some similarity to the costs attributed
to the provision of roadbed by the railroads.

The period covered in this analysis does not include a year
of falling operating revenues. Therefore, it is not possible to
generalize from the data as to whether operating taxes act like
fixed costs during a period of declining operating revenues; how-
ever, all indications point to that relationship. Undoubtedly, the
greatest reason for the failure of these taxes to rise as rapidly as
operating revenues has been the failure of these taxes to rise as
rapidly as other costs. This same lag is likely to exist when costs
are falling. If this is the situation, and later analyses and infor-
mation tend to confirm the relationship, operating taxes will act
more like fixed costs during periods of expanding and contracting
activity related to rising and falling prices than during a period
of expanding or falling operating revenues with stable prices.
The failure of operating taxes from 1940 to 1949 to move upward
as rapidly proportionally as truckers operating revenues has, in a
real sense, provided a subsidy to the motor carriers of property.

At times the trends of taxes, revenues, and earnings of dif-
ferent regions have varicd considerably from the national average.
However, the national average does not give an over-all distorted
picture. The national trends of vital motor carrier data which
have been presented and briefly discussed are given on an I. C. C.
region basis in Tables 1 through 10 of Appendix A.* An exam-
ination of these tables in Appendix A provides the reader from

5The 1. C. C. geographical groupings are as follows:

Region 1 (New England Region)—Connecticut, Maine, Massachusetts, New
Hampshire, Rhode Island, and Vermont.

Region 11 (Middle Adanuc Region)—Dclaware, District of Columbia, Maryland,
New Jeisey, New York, Pennsylvania, and West Virginia,

Region III (Central Region)—Illinots, Indiana, Michigan( Lower Peninsula),
and Ohio.

Region 1V (Southern Region)—Alabama, Florida, Georgia, Kentucky, Mississippi,
North Carolina, South Carolina, Tennessee, and Virginia.

Region V  (Northwestern Region)—Michigan (Upper Peninsula), Minnesota,
North Dakota, South Dakota, and Wisconsin.

Region VI (Mid-Western Region)—Ilowa, Kansas, Missouri, and Nebraska.

Region VII (Southwestern Region)—Arkansas, Loussiana, Oklahoma, and Texas.

Region VIII (Rocky Mountain Region)—Colorado, Idaho, Montana, New Mex-
ico, Utah, and Wyoming.

Region 1X (Pacific Region)—Anzona, California, Nevada, O:rgon, and Wash-
ington.
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every section of the nation an opportunity to compare the develop-
rent in his region with that in other regions. An example of
interesting regional variation is evident in Table 5 of Appendix A
which gives operating profits as a per cent of net worth for the
period from 1940 through 1946. In 1940, profits enjoyed by
truckers of the Southwestern region were below the national
average; in 1942, they were considerably above the national aver-
age; and, in 1943, they were much higher than those of any other
region. This continued to be largely the situation until 1946 when
the profits of the Central and New England regions became con-
siderably greater than those of the Southwestern region. The
relative profitability of the truckers of the Southwestern region
appears to have been favorably affected by the war. Their earn-
ings topped those of the nation from 1942 through 1945 (with the
exception that the carnings of the Central region were slightly
higher in 1944), the period of active United States participation
in World War II.

Interesting comparisons are also evident between the different
tables of Appendix A. For example, by comparing Table 4 with
Table 5, it is seen that the relative position of regions established
by income taxes as a per cent of operating revenues varies con-
siderably when operating profits as a per cent of net worth are
used as a basis of rating. The Central region carned the highest
profits in 1946 as measured by per cent of nct worth, but this
region did not pay the highest income taxes as measured by per
cent of operating revenues. In 1948, higher income taxes than
those of the Central region, as measured by per cent of operating
revenues, were paid in the Rocky Mountain, Southern, Pacific,
and Southwestern regions. This variation is caused by a number
of factors; of these, the more important are size of earnings
obtained from activities other than those classified as motor car-
rier, portion of equipment leased, portion of activity undertaken
within corporate organization, and type of hauling operation.
The analysis of these factors is beyond the scope of the discussion
here.®

® Appendix B presents a1 detaled analvsis of the eftect of type of hauling operation
on tax burden,
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A comparison of Tables 1 and 2 of Appendix A gives an
excellent idea of the relative size of trucking activity in the dif-
ferent regions. The Central region is the most important with
about a third of the total operating revenues from Class 1 motor
carriers of property arising from within this region. However,
the Middle Atlantic region, from which nearly a third less oper-
ating revenues arosc, has 567 Class I motor carriers of property
in 1946 whereas there are only 475 in the Central region. In 1949,
there were 708 Class I motor carriers of property in the Middle

TasLe 4—Sprcivirp Taxes as PEr CiNTs oF OprRATING ReVENUE, Crass |
Mortor Carrikrs oF ProPERTY, UNITED STATES, 1940~1949

l T'ax As A PLr CLNT OF OPLRATING RLVLNUE

s

Year Gasoline Vehicle Real Estate Soual Other
and Oil and Liccenses and and Personal g‘f’u'ﬁ.' Operatng
Other Fuel Registration Fecs Property secunty Taxes
19408 ..., 4.00 2.68 I 0.25 I 1.66 0.18
1940 «uunns 3.07 } 2.10 021 | 1.53 0.20
1942 ...un. 2.78 . 2.09 : 0.22 1.40 0.24
1943 «venne 2.68 | 1.99 . 0.23 | 137 0.29
1944 «cunnn 2,62 . 1.76 ! 0.19 1.26 0.61
1045 . vvens 2.60 | 1.82 ' 0.20 1.21 0.65
1946 ...... 2.41 | 1.70 : 0.20 1.09 0.61
19470 ..... 2.61 ! 1.65 ' 0.24 1.03 0.57
19480 ..... 2.45 | 1.52 i 0.24 i 0.99 0.22
1949 ..... 1.95 1.41 H 0.18 | 03 0.16

2 Based on data supplied by 643 carners only.
b Based on data of inter-aty carners operaung owned equipment princtpally.
¢ Based on ATA data on 1501 1nter-caty carricrs with a total operating revenue of

$1,486,177,000.
Source: Calculated from Statistics of Cluss [ Motor Carriers, Interstate Commerce Com-
nusston, Bureau of T'ransport Fconomics and Statisucs,

Atlantic region with an average investment in operating property
of $284 thousand and 632 in the Central region with an average
investment of $325 thousand.

Trucking operations of the Central region have continued on
a much larger scale than those of the Middle Atlantic. In fact,
Class I trucking companies of the Central region were consid-
erably larger as measured by operating revenues (but not when
measured by net worth as is shown by Table 6 of Appendix A)
than the national average. The average operating revenues of



TRUCKING INDUSTRY TAX TRENDS ) 13

Class I truckers outside the Central region was about one-half
million dollars in 1946, and the average within the Central region
was about three-fourths million dollars.

This interesting comparison between net worth and operating
revenues in the different regions is shown in Tables 2 and 6 of

CHART 6—SpEciFieD Taxes as a PLr CLNT 01 OPLRATING REVLNCE, CLass |
Motor CarrieRs 0 PROPERTY, UNITED STATES, 1940-1949

PER CENT PER CENT
4 T T, T | T T 4
3 GASOLINE,OIL,AND ——————3
JOTHER FUELS
‘\ I
\\ [}
Neccoan VEHICLE LICENSES AND
2 S~ JJREGISTRATION FEES —— \2

----m----.__-_ |

i U l REAL ESTATE AND . ~“ead
Sttt o JPERSONAL PROPERTY See

hiad L YT
l ‘ O‘chn---.-.-.~ __{
‘~

iOTHER OPERATING TAXES

sanm 00 eum o o—u—..-"‘
\l
':;'::M}m—-lnmwwf’ J|SOCIALl SECUFIQITY I”“"'“} "
‘0
9940 1943 1946 1949

Source: Table 4
Note:See Source Table for Explanatory Footnotes

Appendix A. The variation between net worth and operating
revenues shown by these two tables is largely determined by the
following factors: amount of rented cquipment used, amount of
financing taking place through debt creation, and, also, type of
trucking activity.

Table 4 and Chart 6 show national summaries of the trends
in individual operating taxcs. The tax data are presented as a
per cent of operating rcvenues. These trends are also based
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entirely upon summaries of operating statistics provided by Class I
motor carriers of property to the I. C. C. Each individual oper-
ating tax shows the decrease to be expected from the general
decline of all operating taxes as a per cent of operating revenues.
An exception is provided by the category “other operating taxes,”
which showed a rather rapid increase between 1943 and 1945.
The increase resulted from the introduction of special Federal
excisc taxes during World War Il. These taxes were 0.65 per cent
of operating revenue in 1945 but showed a steady decrease in the
postwar ycars.

The fuel and oil taxes are the most important taxes paid by
the motor carriers of property. In 1940, they were 4 per cent of
operating revenues, but by 1943 they had fallen to 2.68 per cent,
and in 1946 they were but 2.41 per cent. The trend was reversed
by the gencral postwar state gasolinc tax increases, but the con-
tinuation of the previous trend is evident again in 1948. During
this seven-year period when gasoline and oil and other fuel taxes
decreased from 4 per cent to 2.41 per cent of operating revenues,
or by nearly 4o per cent, the next most important operating tax
group, vehicle licenses and registration fees, decreased by only a
little over 21 per cent, and income taxes measured in the same
manner increased slightly. In 1950, the gasoline taxes were rela-
tively much less important as taxes paid by motor carriers of
property than they were in 1940, despite the general increase of
state gasoline tax rates.’

Vehicle licenses and registration fees is the second most impor-
tant group of operating taxes paid by motor carriers of property.
These taxes measured as a per cent of operating revenues were
less in 1949 than at any time during the ten-year period for which
data are available. During the 1940-1949 period, vehicle licenses
and registration fees decreased less than gasoline taxes, but more
than the other two groups of operating taxes showing general
declines. The trend of income taxes and the miscellaneous “other
operating taxes” categories was upward during the period with a
reversal of this trend becoming apparent in the “other-operating-
tax“ collections in 1946.

"The relationship between gasoline taxes and benefits 15 discussed -n pp. 33-42.
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Real estate and personal property taxes remained relatively
constant during the same period. However, a slight downward
drift is indicated.

The social security taxes decreased continuously as a per cent
of operating revenues from 1940 through 1949. During the ten-
year period, social security taxes decreased by more than 50 per
cent.

The category, “other operating taxes,” remained unimportant
during the period but the drift was upward until 1946 when a
decline began that brought the 1950 level below that of 1940.
These taxes did not even reach three-fourths of 1 per cent of
operating revenues; however, they were considerably more impor-
tant than real estate and personal property taxes.






CHAPTER II

THE ECONOMICS OF HIGHWAY FINANCE

The modern American highway system, in that it enables a
great variety of transportation activitics to take place over its
surface, is similar to the great highway systems of the past. The
American highway is a convenient way for a family to take a
sight-seeing tour, for a salesman to cover his territory, for a farmer
to bring his products to market, or for a manufacturer to transport
his goods. All persons using the highways certainly benefit from
their existence. However, the benefits arising from the highways
are not limited to the particular person moving or being moved
over its surface in a certain type of vchicle, or to the person who
has directly contracted to have goods moved over its surface.
Benefits of the highways arc enjoyed very generally. The benefits
of good highways arc widely diffused and often the persons
benefitting most make little or no direct use of highway facilities.

The gasoline tax, various license taxes assessed upon motor
vehicles, gross receipts and mileage taxes in somc states, and in
addition the portion of general revenues spent on highways are
all justified and accepted by taxpayers because they are considered
to be levied on the basis of benetit. (The word benefit is used to
include the ideca of efficient use of resources.) The basis is created
by the relationship between bencfit enjoyed and tax payment of
a particular person. This, in turn, is determined by the manner
in which the funds are collected and spent by the receiving
government.

THE GAsoLINE Tax

The gasoline tax is the most important single source of funds
for meeting highway construction and maintenance expenditures.
However, all the revenues collected by the states through the
application of this tax are not made available for highway expend-
itures. For example, the largest and smallest states, Texas and

'y

/
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Rhode Island, use a rather large portion of the amount collected
in gasoline taxes for other purposes. In the analysis to follow
it is assumed that all state gasoline tax collections are used
on the highways. The error involved is admittedly important but
will be less in the future, for the trend is toward the adoption of
constitutional amendments to prohibit the usc of gasoline collec-
tions for any purpose other than the construction and mainte-
nance of highways. (By 1950 this typc of an amendment had
been adopted by twenty-two states, an increase of five since 1945.)

The Federal government also levies a gasoline tax. This tax
is not legislatively related to expenditures upon highways; how-
ever, the collections are usually referred to when Federal grants-
in-aid for highway purposcs are being considercd. The Federal
gasoline tax collections are part of the general revenues of the
Federal government and are available for Federal expenditures
of all types.!

GASOLINE TAX RELATED TO BENEFIT

The analysis of the gasoline tax at this time is limited to the
state tax; further, it is assumed that the tax is placed only upon
gasoline used to propel vehicles over the public highways. This
is very largely the true situation; and, as pointed out above, it is
also assumed that all the money collected is spent on the high-
ways. Undoubtedly, the discussion of the gasoline tax in this
rather restricted sense gives a more favorable position to the rela-
tionship of this government revenue to benefit than actually exists.

In the first instance, gasoline taxes are paid by the persons
directly utilizing the highways by operating vehicles over them.
However, the economic burden of the gasolinc tax docs not
remain upon those making the original tax payment. Also, the
portion of the tax and the speed with which its burden is shifted
varies.”> The process of tax shifting changes the relative tax bur-
den actually borne by the different purchasers of gasoline.

' In the fiscal year 1949, the Federal government collected $504 nullion 1n gasoline
taxes and the states collected $1,361 mullion. The Federal gasohne tax 1s levied on all
gasoline, whereas the state tax 1 largely lunited to gasoline used 1n vehicles vperated on
the public highways.

*The term shiftng is used to indicate that the economic burden of he tax has been
transferred by one person or orgamizauon to another. The person or orgamzation finally
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The gasoline tax paid by the head of a houschold taking his
family for a ride into the country results in quite a different rela-
tionship between original impact and incidence from that of a
tax levied upon gasoline consumed in a truck owned by a public
utility company. In the case of the consumer of joyriding, it is
very difficult to see how the economic burden of the gasoline tax
could be borne by anyonce other than the person deciding to make
this type of luxury expenditure. In the case of the public utility
company, the rates charged consumers of the products of the
utility are determined by expenses. As a result, the gasoline tax
will be shifted by charging higher utility rates. Undoubtedly,
both the consumer of joyriding and the consumer of public utility
servives, or the consumer of goods or services produced with the
aid of public utility scrvices, benefit from the existence of ade-
quate highways. However, the sacrifice and the benefit enjoyed
by the joyrider are very closely related, whereas in the case of the
consumer of public utility services they are only realized after a
rather lengthy journey through the price system.

Because after a short delay the public utility corporation can
shift the entire tax, it would be logical to assume that the corpora-
tion derives no benefit from bighway utilization. This 1s true
insofar as profits permitted are no larger a percentage of fixed
investment whether or not highways arc available. However, it
is doubtful that benefit is usually considered in this sense, for if
benefit and profit are identical, neither the consumer of the joy-
ride nor the operator of a large profitless trucking company
derived bencfit.

The above very simple analysis of the concept of bencfit varies
sufficiently with what is generally assumed at first blush that the
entire idea must be examined with some care at this time. This
will be done largely through investigation of the concept of ben-
cfit and its rclation to gasoline taxes. Further, the analysis will
assist in explaining and understanding the entire problem of high-
way finance.

bearing the economic butden of the tax bears the tnadence. The unpact of the tax is
botne by the paver of the iy to the government  On occasion the tam impact may
tefer to taxpavers who do not actually make payments o the covernment but who make
pavments o othar private groups achng Ligely as coilectons
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Benefits arising from public expenditures are very popular
general justifications for tax collections. Typically, the idea is not
sufficiently analyzed to determine if the persons advocating this
type of tax collection favor collection from those who at first
glance appear to be benefiting, or collecting from all those bene-
fiting, directly and indirectly. A careful consideration of the
levying of taxcs on the basis of benefit derived from the expend-
iture of the funds collected must assume a definite tax incidence.
If the final burden or incidence is to correspond with benefits, the
shifting of a tax becomes the final determiner of the individuals
or groups upon whom the original impact of the tax should rest.
In other words, in order to levy a tax based upon the benefits
arising from the cxpenditure of collections, it is necessary to
determinc both the place where the final burden comes to rest,
and the manner in which the final benefits arising from the
expenditurc of funds collected are distributed. The advocates of
the levy of gasoline taxes on the basis of benefit have necessarily
assumed that the final burden of the gasoline tax is distributed
very similarly to the final distribution of the benefits arising from
expenditures on highways. This assumption cries for examination
in at least two respects: (1) Is the final burden of the gasoline
tax actually distributed in the same manner as final highway
benefits? (2) Does the market equate benefit and price when a
joint purchase of two products is made?

These two questions cannot be answered completely with the
data obtainable, but it is possible to point out relationships which
will aid in arriving at tentative conclusions.

In answer to the first question, it can be accepted as a general-
ization that all persons, without exception, benefit from expend-
itures on highways, and that all persons also bear a portion of the
burden of the gasoline tax. A person who does not own a car
and who never travels on the highway benefits through the pur-
chase of commodities which in many cases were transported over
highways at onc time or another. These products were moved
over the highways because this type of transportation was the
more expedient. The person purchasing these goods obtains them
fresher and cheaper as the result of highway expenditures. This
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person also pays a portion of the costs of highway provision as
provided through the levy of gasoline taxes. (At least this is the
case if the gasoline tax is not shifted back onto the owners of oil
wells or truck firms.) The payment of gasoline taxes is made
through higher prices of commodities moved at one time or
another by motor transportation. However, prices are determined
by so many factors that the effect of changed gasoline tax levels
1s very difficult to trace.

If the gasoline tax were paid by producers operating under
very competitive conditions, the price would be apt to increase by
very nearly the allocated amount of the tax. Even under these
conditions price would rise slightly more than the tax because of
the common practice of using percentage markups. If the tax
were paid by monopolist owners of resources, the gasoline tax
would very likely not result in cquivalent price increases. This
would certainly be the case if the monopolist were already charg-
ing the full monopoly prices. Also, an equivalent price increase
of products hauled would not arise if the rates charged by the
trucking industry or the haulers of products were determined by
a public commission, and if existing controlled rates created
profits in excess of minima and therefore a case for tariff increases
would not be made, and if commissions were generally slow to
adjust rates.

PROBLEM OF BENEFIT NOT REFLECTED IN PRICE

It is likely that the price paid by consumers for commoditics
would reflect only very inaccurately costs arising from gasoline
tax levies. Price would reflect the actual change in costs arising
from the payment of gasolinc taxes only if a very high degree of
competition existed, if there were constant per-unit-of-transporta-
tion-service costs, and, in addition, if percentage markups and
administered prices were abandoned. It is not likely that these
requirements will exist in the immediate future. However, despite
these variations in the reflection of gasoline tax payments in
commodity prices, prices do in general indicate the effects of
gasoline taxes. For example, it is very unlikely that higher gaso-
line taxes will directly cause a reduction of commodity prices;
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however, this might be an indirect result. An indirect reduction
if it arose would occur through reduced transportation costs by
more than the amount of additional expenditure on highways.
This reduction of costs due to better highways would be less,
however, than if the funds spent on highways were obtained from
sources not directly related to the costs of providing motor
transportation.

Such an increase in cost which would arise from higher gaso-
line taxes would not be closcly related to benefit. In some cases,
the movement of goods and personnel over highways is very
advantageous and the producer and consumer stand to gain much
from highway utilization. In other cases, the advantage of high-
way usc rather than rail, air or water may be very little. In both
cases, the price of the product will tend in a very general way
to increase by the amount of the gasoline tax. In the latter case,
the price increase due to the tax tends to equal the benefit, but in
the first case, the benefit 1s much more than the amount of the
tax. This of course would be the situation even though a high
degree of competition cxisted and the practice of percentage
markups were abandoned.

The payment of a portion of the gasoline tax through the
purchase of commuodities that have at some point in the produc-
tion process had their costs increased through the assessment of
the gasoline tax docs not, as indicated in the above paragraph,
mean that this payment corresponds with benefit. However, to
the extent that benefits are properly valued in the market place,
the total price paid for gasoline including tax does not exceed
benefit,’ for transportation facilities utilizing the highways would
not have been utilized if the additional cost outweighed benefit
as measured in the market through prices. A person purchasing
a commodity in the market would never pay through price of
the commodity more for truck transportation than the benefit
arising from gasoline usc and tax expenditure, and frequently
would pay less than this combined bencfit. If this is the effect
prices would tend to fall through the availability of truck
transportation.

? A competitive market and a good income distribution 1s assumed.
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This relationship between tax and benefits can be expanded
to include individuals and groups directly paying a tax levied
upon gasoline consumed. An individual would not purchase
gasoline for consumption upon the highways and thus pay the
state gasoline taxes unless the benefit arising from its consump-
tion was calculated to be at lcast equal to that which would arise
from any other use of the funds. In all cases, therefore, the total
benefit from gasoline use would be at least equal to benefit
sacrificed by allocating revenue to purchase gasoline including
the tax rather than to some other usc.

THE PROBLEM OF JOINT PURCHASE

The second question (Doces the market equate benefit and
price when a joint purchase of two products is made?) brings
in the additional difficulty of scparation of benefits arising from
gasoline power and from road use. A gallon of gasoline is pur-
chased because the benefit expected from the expenditure of funds
in that manner is at least equal to that which would arise from
their expenditure in some other manner. However, the gasoline
and the tax are purchased together, and the utilities arising from
cach are required to enjoy the other; in economic terminology,
they are complimentary goods. The benefit derived from the
expenditure of the tax is very difficult to separate from the benefit
obtained from the gasoline. It is quite possible that the result of
separation would be to judge the purchase of the gasoline eco-
nomical and the tax payment uneconomical. Actually, when a
purchase of gasoline is made, two distinct utilities are bought:
one is the power which can be obtained from the gasoline and
the other is a smooth surface upon which to operate the vehicle
moved through the utilization of the power of the gasoline.
These joint benehits cannot be completely separated, yet this must
be attempted if a serious effort is to be made to determine whether
the gasoline tax paid is greater than the benefits obtained from
the expenditure of funds collected, or for that matter, to deter-
mine whether the gasoline tax has any relationship to benefits.

If the benefit of the highway were separated from that of
gasoline or power from a smooth surfacc, it appears that most of
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the benefit arises in each case from only one. The power of
gasoline would be of much less value or benefit if good highways
were not available upon which to operate vehicles using gasoline,
and certainly the highways would be of considerably decreased
benefit if gasoline were not available as a source of power. An
examination of the two products discloses that there are more
readily available substitutes for gasoline and its power than for
highways and their provision of a smooth surface. It is doubtful,
however, that the mere indispensableness of a particular factor
provides a very useful measure of the benefit derived from its
utilization. That is to say, the closeness of substitutes should not
be considered to reduce the benctits obtained from the use of a
particular good or service although it is undeniably truc that it
does affect the price which can be obtained. The best determiner
of benefit available in a market economy is: How much will be
paid for gasoline and roads when they are purchased separately?

The purchase of gasoline that is not used in vehicles along
the highways gives an idea of the value of gasoline as a single
product; the payment of tolls to usc a road indicates the value of
the single product smooth surface.' In both cases it appears that
the money value of the benefit derived from each of the products
alone is equal to the cost of providing it. However, in the case
of the purchasc of roads, that is, the payment of tolls, financing
has been possible only in cases of the most strategically located
highways. Examples do not cxist in the United States of the
successful collection of tolls to pay for the construction and main-
tenance of secondary and tertiary roads. Nevertheless, a large
portion of the funds required to construct and maintain thesc
roads is obtained from gasoline tax collections. It is doubtful that
those who pay for secondary and tertiary roads through the forced
combination of the gasoline tax with the price of gasoline would
voluntarily allocate their resources to this activity.

The possibility exists of making a greater payment for roads
in the form of the gasoline tax than would be induced by benefits.
This is much less the case regarding gasoline; in fact, tax-free

*The toll comparison 1v weakened by the payment of gasoline .axes on gasoline
consumed on toll highways.
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power sources are available, such as electricity, gas, coal, and the
like, but they are not used. Of course, like other purchases, the
price of this joint purchase is only as high as what might be called
the least benefit.” Very likely the vast majority of the persons
making the joint purchase enjoy a benefit considerably greater
than represented by joint price.

The justification of the gasoline tax on the basis of benefit
amounts to this: The price paid for the joint purchase of gasoline
(power and roads) is not greater than the benefit derived. The
portion of the total price paid which is allocated for roads is apt
to be greater than the cost of the service but less than the benefit
even at the margin; whereas the portion allocated to power is less
than cost (considering cost of replacing a scarce resource) and
more than benefit at the margin. As a result, the mere fact that
persons are willing ta pay a particular gasoline tax as a part of
the price of gasoline does not also mean that the monetary value
of the benefit derived from roads is equal to the amount paid
as tax.

The following conditions would have to be met if the inci-
dence of the gasoline tax were to correspond closely with benefits
received by the different persons and groups bearing the burden
of the tax.

1. The net gasoline tax must be diflerent for every person purchasing
gasoline. The amount charged different purchasers would have to be
determined on the basis of an average cconomical benefit accruing to the
different groups utilizing gasoline. 1f a uniform tax rate were applied, it
would have to be very high, with large refunds extended to those groups
receiving benefits less than the amount of tax assessed.

2. Legislation would have to be passed and enforced, which would
prevent shifting of the tax by the person upon whom the original impact
fell. An alternative procedure would be to determine the exact manner in
which the tax burden was shifted.

It is extremely doubtful that either of these conditions could
or even should be met in the United States.

®The term joint purchase 1s used here to indicate the purchase of two distinct prod-
ucts which cannot be separately purchased and uthzed. The term joint product is well
established as refernng to several products that necessarily anse from a certain productive
activity.
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THE PROBLEM OF BASIS OF FINANCING

The collection of a tax as a part of the price system is an
advantage in the United States. The tax payment under these
conditions appears to be voluntary and directly related to benefit,
for it is a part of the price of gasoline purchased for use in pro-
pelling vehicles along roads that are constructed and maintained
with funds obtained from the assessment of the tax. Although
the total price of the joint purchase certainly is not more than
the total benefit, the total price may, of course, be considerably
less. This is always the situation when products are distributed
through the market. This type of injustice is rather generally
accepted in the private economy as being unavoidable.”

In the public economy, that is, economic activity carried on
by the government, payment according to what corresponds with
ability to pay and benefit is very common. The collection and
expenditure of gasoline taxes is within the public economy. It
would be quite proper, therefore, to require the rich to pay a high
price (tax) for the same services available to the poor at a much
lower price (tax). Also, based upon this same concept, the person
or group benefiting a great deal from a particular government
activity should pay more than those receiving less benefit. This
is likely to change the payments made by different individuals
and also by different income brackets. Charging according to the
dictates of the market or the price system is an inadequate method
of collection according to ability or benefit, basic canons of a
sound tax program. These aims can be accomplished only by
charging different individuals and groups different prices for the
same service.

The use of the gasoline tax as a method of financing public
cxpenditures is an attempt to apply the principles of the market

®The quite obvious injustice 1s sometimes explained away by staung that utilitics
are cquabized. Bread bought by a poor man gives much greater satisfaction than bread
bought by a rich man; also, the money used by the poor man to obtain the bread involves
a much greater sacnfice; therefore, equals arc exchanged for equals. This does not
explain away the njustice involved when a very rich man buys bread and gets a great
deal of satisfacton from 1t

In German literature the use of the price system to gain state revenues has been
considered sociahstic and taxes the coriect revenue source for a free « aterpnise, capitalist
economy.
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and the private economy to an activity carried on within the
public economy. If a particular activity is desirably financed
through charging a market-type price, that is, price equal to
marginal benefit measured in money units, that in itself is an
important argument favoring the location of the activity within
the private cconomy rather than the public economy. Its con-
tinuation in the public cconomy could be justifiably considered
socialistic.

The operation and financing of ncarly all roads by the gov-
ecrnment is actually a scheme whereby the greater quantity of
benefits derived from the utilization of certain roads( highway
surplus) is made available through gasoline tax collections for
the construction and maintenance of roads from which a much
smaller direct benefit 1s derived. This is a common and justifiable
method of finance within the public cconomy when related to
individuals; in the case of highway finance, 1t is accomplished
through the collections made according to the ability of high-
ways, not individuals utilizing them. lt is, then, in this very
special sense, only, a levy related to ability to pay. Frictions and
problems usually arise when the gasoline tax is evaluated on the
basis of private cconomy judgments (this basis at first appears to
be the correct one, for the tax is a part of the price) without
realizing that rules of the public cconomy are the ones which
should be applied. The implications of this are particularly impor-
tant when the tax is related to the commercial users of the roads.

It is very difficult to levy a gasoline tax closcely related to benefit
as was pointed out on page 42. This tax canon is more efficiently
reached by use of permissive licenses or taxes, as is shown on
pages 45-49. The gasoline tax could be made a better tax by
relating it more closely to individual ability-to-pay and resource
conservation. For example, the tax could be levied on an ad
valorem basis with progressive rates, which would increase the
amount of taxes paid by the purchascrs of the better grades of
gasoline. Or the rates could be determined with regard to the
utilization and conservation of natural resources. A gasoline tax
aimed at resource conservation would be collected at the well or
the refinery and would vary depending upon the resource from
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which the gasoline was extracted. If the gasoline were made from
coal, the tax might be zero; if the gasoline were made from easily
available and quickly exhausted wells the tax might be very high,
and so on.

Neither of these very important considerations appears to have
been given scrious attention in the levy of the gasoline taxes. In
fact, these logical bascs have not even been considered. Rather,
gasoline tax rates have remained of the specific type and uniform
charges have been made which apply to all types of gasoline and
all types of gasoline consumption by vehicles using highways.
These charges have been made in an attempt to provide funds
required for highway purposcs. However, the existing gasoline
tax has been found lacking in mecting even the limited goal of
financing highway construction for, at present, the funds for
highway development appear to be inadequate.

PUBLIC PRICING AND EFFICIENT RESOURCE USE

The previous pages have contained an analysis of the gasoline
tax in relation to benefit. The analysis was weakened by neces-
sary shortage of data, and, in addition, was largely limited to
relationships closciy associated with the commercial use of high-
ways. Nevertheless, the discussion throws into sharp relief the
flimsy base upon which the entire bencfit justification for the levy
of gasoline taxes is built. In the pages that follow, two much
more definite and particularized concepts aimed at the cconomic
goal of efficient resource use will be examined, namely: (r) that
tax collections from each individual should be adequate to pay
costs incurred in furnishing highway facilities utilized by that
individual, and (2) that collections should be adequate to cover
total costs but not particularly related to allocated cost of facilitics
used.”

The previous analysis of the gasoline tax in relation to benefit
received referred to costs as a possible measurement of benefit.
(See page 41) The bencfit and cost justifications of the gasoline
tax are often combined, and, as a result, considerable confusion

7 Actually, as will be evadent 1n the following discussion, these .wo concepts are not
separable and they must be combined when analyzed.
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of thought has frequently arisen. Actually, it is only possible at
the margin to assume that costs are equal to benefit, and, then,
only under very idecal conditions. The resources of the com-
munity are distributed in the most cfficient manner, according to
the rules of the market economy, if marginal cost is equal to
selling price. However, this is quite different {rom saying that
cost equals benefit. Under conditions of per{ect competition, this
cquating arises only in the case of the marginal purchaser of the
utility or product.” It is only the person obtaining the smallest
benefit justifying purchase who cquates his benefit with sclling
price and, therefore, under conditions of perfect competition
equates the cost with benefit. The ordinary person who assumes
that cost determines benefit, or that cost cquals benefit, is usually
not thinking of a rclationship of this very particularized type.
Rather, it is an example of loose thinking with the logic drawn
from the idea that a product or scrvice is worth what it costs.

CHARGING FOR HIGHWAY SERVICES AND BEST USE OF RESOURCES

The highway system of the nation is rather similar to a public
utility, and some of the problems and procedures relating to
pricing in these industries arc also applicable to the problem of
highway-user taxes. Also, in many cases, the provision of high-
way scrvice is a decreasing cost activity. The supply price of the
provision of a unit of highway service decreases with the pro-
vision of additional numbers of units. Stated differently, the cost
of providing a smooth surface for a particular vehicle decreases
as the number of vehicles utilizing the surface increases. A
decreasing supply price usually exists when the provision of the
service requires a large fixed investment which is apt to be under
utilized. This is often the situation with electric and other utility
provision units, and is also often true of highways.

The idea that it is not desirable when supply costs are decreas-
ing to raise all the costs of providing a unit of a product or service

*Thd marginal person 1 the one just willing to purchase the product at the present
price and who would cease to buy 1f the price inceased. See the discussion of pubhic
pricing 1n “Prices and Costs m Nattonalizad Undertakings,” by C. A. R. Crosland, Oxford
Fconomic Papers. January 1950, pp. 51 68; “Production and Price Policy in Public
Enterpnise” Feonomua February 1950, p 13 and *“The Priong of Pubhic Utlity Under-
tahings™ by A, M. Henderson Maachester School Scptamber 1947, p. 242.
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through price assessed became quite common in economic litera-
ture during the early portion of the 1930’s. The desirability of
subsidizing a decrcasing-cost industry through the expenditure
of general tax revenue has been advocated by such distinguished
cconomists as the late Alfred Marshall and A. C. Pigou.’. They
believed in setting prices in those industries experiencing decreas-
ing supply costs below those required to meet costs and to pay
the resulting deficit from the general revenue. This policy was
advocated by these economists and many others because they
believed that it would make possible « more cfficient use of the
nation’s resouices. Such a policy if applied to highway finance
would recommend that user taxes raise only a portion of the
revenue needed to construct and maintain highways and that a
portion of the cost be obtained from general revenues. The use
of gencral revenues under these circumstances would not be justi-
fied by any vague idea of general benefit from highways, but
would be based entirely on the desirability of a certain action to
increasc the efficicncy of resource use.” Recently, the desirability
of this type of price policy and the subsidy of a decreasing-cost
industry has been doubted by a number of economists working
in the field.

The economic desirability of setting price below average cost
when the supply cost is decreasing is bised upon the old and well
cstablished conclusion of cconomic theory that price charged
should be equal to marginal cost. Stated differently, resources are
used most cfficiently when the price obtained from the sale of a
unit is just equal to the cost of producing the last unit which can
be sold at that price. This appears to be a very logical and sound
position and should bring about the most cfficient use of re-
sources."! However, when this guide is used in determining the

" Marshall. Alfred, Pimciples of Politieal Lionomy (8th ed London, Lagland. Mac
millan & Co. 1920), Book V, Chap XIIL piragiaphs 5-7, pp. 47:=75. Pigou, A. C.,
Econopuce of Welfure ( 1th ed. London, I neland. Macontlan & Co. 1946), Chap. XI,
paragraphs 10~12, pp. 22-25.

" Prof. A. C Digou expresses the wdea i this manner: “These conclusions, taken n
comunction with what has been sand 1n the preceding paragraphs, create a presumption
in favor of State bounties to industries 1n which conditions of decreasing supply price
sumpliciter are operating.” (Op. Cit. p. 224).

Y This statement, of course, v made on the asnmption that the distnibution of
income existing 1n the society 15 optimum and as a rosult of this th prices offered cor-
reutly inchcate the relanive value of diffcrent products
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price (assuming that all goods and services are sold at one price)
to be charged by an industry with decrcasing supply costs, the
price is below average costs and a subsidy is required if the
industry is to continue. This arises because the cost of producing
each additional unit is below the average cost of producing all
previous units; therefore, if a single price is sct so that it equals
marginal costs, it is necessarily below average costs and a subsidy
is required if production costs are to be met. For example, if it
costs ten cents to produce one carrot, seven cents the next, five
cents the next, and four cents the next, the total cost of producing
carrots cannot be met by selling all four carrots at a price of four
cents cach. To cover costs, the price per carrot must be six and
one-half cents.

The objections to the above highly-recommended pricing pro-
cedure and subsidy have been two-fold. First, it has been advo-
cated that instead of charging one price, a number of different
prices should be asked for the services offered. This would permit
the covering of all costs and at the same time cach price charged
would be equal to the marginal cost. The basis of the position is
that actually there are many marginal costs and also many con-
sumers, and some of the consumers are willing to pay the high
costs of the first units produced whereas others are only willing
to pay the low costs of the last units produced. Secondly, it has
been pointed out that the need of a subsidy for a decreasing-cost
industry, if a single price is sct at marginal cost, destroys the
obvious test of cost and returns as a means of determining
whether the project is economical, and how much additional in-
vestment should be made in the area. Both of these qualifications
of the traditional desirable price policy for a decreasing-cost in-
dustry possess considerable merit, and, in addition, are closely
related to problems of charging for road services."”

RESOURCE USE RELATED TO DISTRIBUTION OF COSTS

The conventional levy and expenditure of the gasoline tax is
similar to the charging of a single price for the services of a

¥ Sec Coase, R, H., “The Marginal Cost Controversy,” Econonuca Vol. X1 (1946),
pp. 169182, and Vickrey, Willlam, “Some Objections to Marginal-Cost Pricing,” The
Journal of Political Economy, Vol. LV (1948), pp. 218-238.
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decreasing-cost industry. If a single price is used, the broad policy
alternatives are sctting the price at marginal cost and subsidizing
from general revenues the difference between costs and revenues,
or setting the price at average cost. In the latter, no loss is in-
curred, but the price charged is greater than the cost of the last
unit produced, and the best use of resources is prevented. If the
price is set at average cost, the total cost is met from sales, but
the quantity of resources used in highway construction would not
be as great as required for efficient use of resources. (The verity
of both of these statements is influenced by the pricing policy
followed in other areas.)

Both of these difficultics can be eliminated by charging dif-
ferent users of the service diffcrent prices; this is called multi-part
pricing. An example of this type of pricing for highway services
would be charging one price for the privilege of using the high-
way and another price for the privilege of using it at a particular
time. Under this scheme, the price charged for the use of the
highway would be equal to the allocated cost of the provision of
the highway plus the allocated portion of the additional expend-
iture made necessary because of utilization at particular times.
For instance, a two-lane highway would be adequate between the
hours of midnight and 6 a. m., a three-lane highway between
6 a. m. and 7 a. m,, a four-lane highway from 7 a. m. to g a. m,,
and the like. The increasc and the decrease of highway service
needed during different hours would be the basis of charges made
for highway use during different periods of the day. Extra
charges could also be made on vehicles which traveled very slowly
on grades and the like. These charges could be administered
through the sale of windshield stickers. The non-owners of
stickers would use side roads.

Another type of multi-part pricing would be based on demand
rather than the cost of providing the service. For example, a user
of a highway who received an additional benefit such as that
resulting from a highway necessary to gain access to property
owned, would be charged a higher price.

The basic reasons for all multi-part pricing are to cover total
costs and in this way to eliminate the nced for subsidies, and at
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the same time to prevent an uneconomical restriction of the quan-
tity of service produced. These advantages do not arise under
conditions of decrcasing cost with a single price equal to average
cost.

PROBLEMS OF EQUATING TOTAL COSTS AND TOTAL REVENUE

It is very difficult to establish multi-part prices based on the
marginal cost of providing scrvice to users. One of the difficulties
is related to the number of different prices which must be set at
marginal costs to equalize the total income of a decreasing-cost
industry and the total cost, and thus to eliminate the need for
subsidy. Exact determination is not practical in a general analysis
such as this. However, the number of different prices need not
be large if the quantity of the product or service consumed is not
decreased cxcessively when the selling price is increased. In
addition, the possibility of a nced for a subsidy is greatly reduced
if the quantity of the product or scrvice which consumers are
willing to purchase at various prices brings forth total revenues
which arce considerably greater than the total cost. Stated more
technically, multi-part pricing would be much more certain of
providing revenues equal to total cost if the demand for the
product is rather inelastic.

Another problem inherent in multi-part pricing is that of
making consumcrs pay various prices for the same product.
Merely because the marginal cost of providing different units of
the same product differs, this does not of itsclf mean that persons
consuming the units can be made to pay various prices. It is
usually not true that, mercly because a person will pay a consider-
ably higher price for a product or service rather than give up the
satisfaction, he will also pay this higher price if the product or
service can be obtained more cheaply. Actually, of coursc, exactly
identical units of highway scrvices are not purchased because each
person uses the highway at a different time, also one user will be
interested in speed, whereas another will be interested in an
economical surface over which to move heavy loads; yet they
demand a very similar type of highway provision. Despite this
obvious differentiation of service, the problem remains of the
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individual willing to pay a high price to use a certain amount of
highway service and only a rather low price to use an additional
amount of very similar service.

This difficulty is highlighted, when along with this case, there
is placed the example of another individual purchaser of the same
highway service who can pay only the price covering the cost of
the final unit of service. The difficulty lies in making the first
individual pay a high price because he has the ability to do so
and because the benefit is great while charging the other indi-
vidual a much lower price because his ability is less but great
enough to cover the last marginal cost used in setting prices.
Despite thesc very serious shortcomings, multi-part pricing does
have the possibility of partially working out a compromise; and,
providing it can be readily administered, this method of pricing
uses resources more efficiently than does the pricing of products
and services produced with decreasing supply costs at cither mar-
ginal cost or average cost.



CHAPTER III

CONSIDERATION OF PARTICULAR
HIGHWAY USER TAXES

The establishment of payment for highway services is a prob-
lem including the following clements: 1. price policy for a pub-
licly owned, decreasing-cost industry; 2. the best method of taxing
a product closely related to natural resources; 3. and taxing a
transportation service that utilizes publicly-owned roadbeds and
competes with a transportation service which owns its own road-
bed. The analyses of the previous chapter have scrutinized a
number of aspects of this very complicated problem.

The discussions of this study do not enter into the controversy
between the railroads and the trucking companies regarding their
respective treatment by legislative bodies and government agen-
cies. This quite barren discussion is avoided by assuming that the
motor-transport industry should pay costs reasonably allocated to
it, and that the alertness of competing interests will largely make
this a reality. Under these assumptions, the problem of paying
for the portion of highway scrvices utilized by the trucking in-
dustry becomes one of collecting the requisite amounts in - the
manner which will encourage the most efficient use of resources;
that is, in the most economical manncr.

This chapter considers, in the light of the previous cconomic
analyses, the different taxes paid by the trucking industry which
are special trucking-industry taxes, or arc considered to be taxes
closely related to the transportation industry. This restriction
avoids, at this time, consideration of such general taxes as the
property, social security, and income taxes.

RELATING THE GASOLINE TAX TO COST OF HIGHWAY SERVICE

Eliminating for the moment the consideration of cfficient
resource use, the existing type of gasoline tax would allocate

N
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highway expenditures equitably on the basis of highway costs if:
1. The capital investment made on cach highway per gallon of gasoline
consumed by vehicles moving over it during a period of time were equal and
2. The maintenance expenditure required were in exact proportion to
the amount of gasoline consumed in moving vehicles over the highway.
Thesc elaborate requircments are nothing more than what
must be assumed when the gasoline tax is considered just, because
it correctly allocates the cost of providing highway services with-
out any consideration of benefit. “Correctly” in this case means
allocation in relation to expenditure required to provide the por-
tion of the highway services consumed by each user of the
highway. The belicf that this relationship actually exists between
expenditure upon gasoline taxes and consumption of highway
services is a popular idea that formerly possessed considerable
truth, but which has long since outlived its usefulness as either
good-roads propaganda or as an intelligent gencralization.'
When a man drives his private car over a hard-surfaced, little-
used country lanc, he is consuming much more highway service
than when he drives his car along a well-traveled highway. Also,
a person driving his car along a highway in the North where
frost-heaves and snow-removal costs are high is consuming much
more highway scrvice than a person driving in the South. A
person driving his car over a road built across a swamp or a road
in which deep cuts were made to reduce the grade is consuming
much more highway service than a person driving across a gently
rolling prairic. However, in all cases, the quantity of gasoline
consumed per mile, and, therefore, the amount of tax paid would
be approximately the same.
Although a heavy vehicle consumes more gasoline than a light
vehicle, all studics have indicated that gasoline consumption per
pound decreases as the vehicle increases in size.® This is one

* A dissenter, although gencrally opposed to excise taxes, was Henry C. Sunons who
thought that the gasoline tax was the one desirable tax levied upon a commonly con-
sumed commodity. He wrote: “Levies lihe the gasoline taxes might well be retained
indcfinitely—being emmenty defensible as charges for special services of government to
a class (or to a form of consumption) which dacs not ment subsily.” (Economic Policy
for a Free Souety. Clucago, Ill. Umversity ot Chicago Press. 1948, p. 68.)

*A 4,000 pound passenger car and load will consume one gallon of gasoline in
gouing 18 nules, while a truck ten tmes as heavy will consume only bout four times as
much gasoline, or one gallon for cvery 4.5 mulcs,
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important reason why truckers arc always pressing state legisla-
tures for more liberal laws relating to capacity and weight and
length limitations. Furthermore, although a speeding vehicle will
consume more gasoline per mile than one proceeding at a more
moderate rate, the additional funds required to build highways
to accommodate these high speeds appear to be considerably
greater than the additional taxes arising from greater gasoline
consumption. Actually, straight roads with few steep grades and
ample width for passing will reduce gasoline consumption per
vehicle mile. However, this type of highway is, of course, much
more expensive to construct.

A major argument used by those recommending the improve-
ment of the cxisting highway system is that good roads reduce
gasoline consumption. On the other hand, if gasoline taxes of the
present type are to ctficiently collect cost-of-road-service utilized,
the amount of gasoline consumed per vchicle mile would have to
increase as the road was improved. However, the increased traffic
arising because of road improvement is often cnough to cover
the additional costs, despite the reduced consumption of gasoline
per vehicle mile. A portion of this additional traffic arises from
a movement to the new highway from the older highways, and
another portion from an cxpansion of motor vehicle use due to
improved highway conditions.

This lack of correlation between gasoline tax collections and
cost of road service provided could not be remedied without a
sharp decrease of cfficiency in resource use. It would require
making the highway very elaborate where trathic is dense and road
maintenance and construction cost per vehicle mile is low. On
the other hand, where the traffic is not great, practically no
attempt would be made to maintain the road, very little money
would be spent to improve grades, and the like. This would be
similar to a policy of altering a person to fit the suit rather than
altering the suit to fit the person.

The expenditure of the collections from the present type of
gasoline tax upon the highway on which the gasoline was con-
sumed would result in a very bad use of resources. Resources
utilized for highway construction would be inefficiently allocated,
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and energy in the form of gasoline would be wasted propelling
vehicles along many inadequately prepared surfaces. If it is con-
sidered important that highway collections equal the cost of
service provided, it would appear much more sensible to change
the revenue-collection system rather than the expenditure, and in
this manner continue to hnance what is generally deemed an
economical highway program.

It is the opinion of the writer that there is nothing sacred (and
certainly it has not been truc in the past) about the idea that
collections from the uscrs of highway facilitics should equal the
cost of providing the particular highway facility utilized. In fact,
any attempt to equate cost with tax paid is apt to be so compli-
cated that the administrative costs would be prohibitive.

Certainly, the private cconomy does not reach this goal in
its activities, and it was pointed out above that it is not even a
desirable goal for the public cconomy to achieve. In other words,
it is quite possible to favor a gasoline tax without also considering
it desirable that highway tax collections equal the cost of highway
provision. But if this attitude is adopted, the gasoline tax must
be considered solely on its merits as a tax when compared with
other possible revenue sources.

CONSIDERATION OF LICENSLE TAXFS AND
CAPACITY AND WEIGHT TAXES

The requirement that a license be purchased for a motor vehicle
before it can be operated upon the public highways antidates the
levy of the gasoline tax as a source of revenuc directly related to
highway use. The experience of California in the carly develop-
ment of state highway finance is of particular interest as an
example of the early use of license fees and taxces.

Legislation adopted in California in 1905 provided for the
regulation of the operation of motor vehicles and required a regis-
tration of motor vchicles and the payment of a $2 license fee. The
proceeds from the sale of licenses were placed in the State General
Fund and were not allocated for highway purposes. In 1913,
California replaced the $2 license fce with a system of taxes grad-
uated according to horsepower. The tax was graduated from $5
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on motor vehicles under 20 horsepower to §30 for motor vehicles
over 6o horsepower. In 1915, the tax was changed to a flat rate
of 40 cents per horsepower. The receipts from this tax were
substantial and in 1923 amounted to about 20 per cent of the total
tax receipts of the state; most of the money collected was made
available for state and local expenditures upon highways. In 1923,
after the adoption of the gasoline tax, the license tax in California
upon privately owned vehicles, with a few minor exceptions, was
set at a flat §3 rate. The license taxes upon commercial vehicles
continued to be levied at graduated rates, but the rates were grad-
uated according to weight rather than horsepower. After 1923,
the gasoline tax quickly became the chief source of funds for
highway financing.

The great popularity of the gasoline tax and its ability to pro-
vide large revenues forced license taxes into the background as
a method of highway finance. Nevertheless, all states have con-
tinued to levy license taxes, and many states charge additional
registration fees and capacity and weight taxes; the revenues
collected remain substantial.”

The collection of motor vehicle license taxes, registration fees,
and capacity and weight taxes is justificd on many bases. In the
case of the levy of the license tax upon motor vehicles, the fol-
lowing are the most commonly given justifications: (In some
cases these justifications are not applicable to commercial vehicles.)

1. The license wax is a levy m licu of property taxes. Transportation
property subject to license taxes is often exempt from state and local prop-
erty tax levies.

2. Certain motor vchicles are most likely to be driven during periods of
peak traflic. These brief pertods of peak traflic necessitate a large portion
of the expenditures for highway construction and traffic regulation and
jusufy the levy ot a uniform license tax not closely related to the total use
of the highways.

3. A license tax can be considered a method of paying for parking
facilities, tracing stolen vehicles, and other services provided by government

which directly benefit vehicle owners. The tax thus becomes a justifiable
municipal revenue.

* Motor vehicle and operator hicenses provided $540 mullion of revenue to the states
1 1947; motor vehicle fuel taxes brought in $1,124 million during the same period.
Licenses and registration fees are the second most important operating taxes paid by
Class I truckers.
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4. The flexibility of the license tax makes it particularly useful. For
example, the license tax on certain vehicles can be varied so that the burden
will correspond rather closely to ability to pay.

License taxes, registration fees, and capacity and weight taxes
have proved useful in the taxation of commercial vehicles, and
possibilities exist for expanding their use. The principal special
justifications for levying these taxes upon commercial motor
vehicles can be summarized as follows:

1. License taxes levied upon commercial vehicles can be varied depend-
ing upon the type of velucele, the type of product carried, and the type of
ownership. These possibilities are particularly important if policy decisions
require the discouragement or encouragement of business activity of certain
types.

2. License taxes can be levied to equalize per-ton-mile tax payments
made by the owners of vchicles of different sizes. For example, the gasoline
tax per ton nule 1s less in the case of a very large vehicle than a medium-
sized truck; diesel fucl consumed per ton mile is less than gasoline con-
sumed. This tax saving can be largdly chiminated by levying license taxes
on different classes of vehicles at rates which adequatcly consider this fuel
consumption difference.

3. It is a convenient levy to be assessed by municipalities upon local
haulers largely uulizing municipaily-provided facilities. In fact, it would
be desirable 1f these local motor carriers paid a considerable local license
tax based on pross receipts with the provision that the amounts paid to
municipalities be deductible from state gasoline tax payments made.

4. The license tax can be used to obtamn additional {funds from partic-
ular types of motor carriers that require exceptional public expenditures.
Motor carriers falling in this category would be vehicles with a great weight
upon cach axle, vehicles carrying dangerous or valuable cargoes, and the hike.

5. Finally, the license tax has a great advantage over the gasoline tax mn
that it can be much more conveniently levied upon particular owners utihiz-
g particular tardf schedules. This advantage means that the tax can be
levied 1n & manner that corresponds much more closely with ability, benefit,
and cost than 1s possible with the gasohne tax.

The license type tax when levied upon commercial vehicles
possesses disadvantages which arc important and which have pre-
vented the tax from devcloping into a more important source of
highway revenues. The more important weaknesses are as follows:

1. The tax is levied as a stated sum and cannot be readily varied to

correspond with use or revenues ansing from employment of certain
vehicles.
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2. The tax is not apportionable as arc gross-carnings and mileage taxes.
This makes it particularly awkward for use in taxing interstate truckers.
Its lack of apportionability causes the injusiice which anses from requiring
commercial motor haulers operating in several states to purchase several
licenses. The effect of this is to put the intersiate carrier at a tax disadvan-
tage to the intrastate carricr.

CONSIDERATION OF GROSS-EARNINGS TAXES

The levy of a gross-carnings tax was a rather popular method
of state taxation of railroads during the last quarter of the 19th
century. It was not levied upon motor carriers until a much
later period. In fact, the gross-carnings tax levied only upon
commercial operators of vchicles originated in the 1920’s, but did
not become quantitatively significant until the 1930’s.’

About half of the states levy taxes upon the gross earnings of
certain classes of motor carriers, but only a few of the state levies
can be called highway-user taxes. The tax is more commonly
levied upon motorbus companies than upon commodity carriers.
The various gross-carnings or gross-receipts taxes levied within
the different states have very little in common other than that
they arc levied on gross carnings. These different gross-earnings
taxes can be rather arbitrarily divided into four groups.

1. Those that arc in licu of wd valoiem property taxes.

2. Business taxes.

3. Taxes or tees levied to support regulatory bodies.

4. Highway-user taxcs.

[t is the fourth type of gross-carnings tax that is of most in-
terest in an analysis of the different special taxes paid by com-
modity motor carriers.

The advantage of the gross-earnings tax when assessed upon
commodity motor carriers are as follows:

1. The gross-carnings tax is more directly refated than is the gasoline
1ax to the economic benefit obtamned trom highway use. It is obvious that
a liability to pay the gross-carnings tax does not arise if the truck is oper-
ated empty.

2. The tax is useful in compensating for some of the inequities arising

'The gross-carmngs tax as a highway-user tax 1s levied 1 seven states (1945).
From Carrter Taxation by the Board ot Invesugatuon and Research (Washington, D. C.
Government Printng Office.  1945), 59th Congicss, 15t Scssion, House Document No,
160, p. 103.
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from the gasoline tax. For example, dangerous and valuable high-tariff
cargoes would bear an increased burden of gross-earnings taxation.

The disadvantages of a gross-earnings tax are many, and when
all the disadvantages are combined and compared with the advan-
tages, and with the alternative ways of obtaining revenues from
commodity motor carriers, the gross-earnings tax does not recom-
mend itself very highly. The disadvantages of gross-carnings
taxes when assessed upon commodity motor carriers are as follows:

1. The tax when levied upon commodity motor carriers is very difficult
to administer.”

2. The tax is not closely related to ability to pay and would be more
burdensome on new companies than on the old and well established.

3. The tax is likely to be levied upon only a portion of the industry,
such as the common carriers, whereas trucking activities performed by
shippers would be tax exempt.

4. It is doubtful that the gross-earmings tax allocates highway costs on
the basis of highway service utilized more equitably than do a number of
other taxes which are much more easily administered and which would
bear much more equally on the different segments of the industry.®

The gross-earnings tax is less well adapted to the taxation of
commodity motor carriers than it is to the taxation of railroads or
passenger motor carriers. The reduced desirability of the tax
as a motor carrier tax arises from the large portion of the
trucking industry which does not operate on a common carrier
basis.

The gross-earnings tax cannot be accurately applied to the
large number of commodity carriers moving their own products,
such as the farmers, coal and lumber companies, gasoline dealers,
and the like. This portion of the industry does not, and, by the
nature of the activity, perhaps should not keep accurate records

®The gross-earmings tax used 1n Califorma with moderately restricted coverage
requires the services of 4o auditors and 12 1nvestigators 1n additon to about an equal
number of clencal cmployeces. The auditors must check not only the records of the
carriers but also of the shippers.

®“The gross-carmings tax 1s by nature inapplicable to private carniers except when
they deliver goods to customers and il them separately for the delivery service. It 1s,
therefore, necessanly looscly related to the extent of highway use. Even among the car-
niers tor hire 1t 1s poorly correlated with lmghway use because it tends to be higher for
carriers of high-value cargoes than for carners of equal quanuties of Jow-value commod-
tties and because 1t 15 based upon charges rendered to cover terminal as well as line-haul
services.” (Carrier Taxation by the Board of Investugation and Research, Washington,
D. C. Government Printing Office. 1945, 79th Congress, 1st Session, House Document
No. 160, p. 228).
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of the portion of total gross earnings arising {rom trucking
activities. The gross-carnings tax cannot be applied to private
carriers, and, as a result, the levy of the tax tends to encourage this
type of trucking activity and discourage truckers from holding
themselves out as common carriers. [t is doubtful that the encour-
agement of this scgment of the moror commodity carrier industry
is particularly desirable, and if it were, better and more forthright
means could be developed for accomplishing the purpose.

CONSIDERATION OF MILEAGE TAXES

Mileage taxes were introduced during the same period that
the gross-carnings tax was first being applied to motor carriers.
The mileage tax is more popular than the gross-earnings tax and
collects about 25 per cent more revenues.” Like the gross-carnings
tax, the mileage tax varies greatly from state to state. In some
states it 1s applicable only to passenger carriers for hire, and in
other states, only to certain interstawe operators. The base varies
also and vehicle miles, load ton miles, gross ton miles, capacity
ton miles, and axle miles have been used. The rates charged are
both flat and graduated. Somctimes the rates vary depending
upon whether the vehicle is registered in the state or in some other
state. In addition, mileage acquired 1n certain ways for example,
within 25 miles of headquarters, is exempt.

The principal advantages of the mileage tax when assessed
upon commodity motor carriers are as follows.

1. The tax s very flevible and by the use of diflerent rates and diflerent
buases can be levied mn about any manner considersd jyust e desirable in
accomplishing a particular purpose.

2. The tax is useful in eveming out some of the mequities arising from
the collection of the gasoline tax, for example, the smaller per fon gasoline
consumption of large vehucles and there greater road damage and road
«pace utilization.

3. A\ step in adminstraton s removed by the collection of a mileage
tax rather than a grossearmngs tax on tersiate movement of goods.
There is this saving becanse the basis of allocating gross earnings arising
in a particular state is often on the basis of mileage traveled in the siaze.

TIn 1945, mileage taxes were exacied from motor carriers n 19 states and the Dis-

et of Columbia, excluding Hhinos and Maryland, whose vehidle registraton taxes are
cotnputed with reference o nuleage operated  (fiud., p 228).
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4. A muleage tax will obtain revenues for the state when the vehicle is
operated along the highway empty as well as when loaded; this is true of
the gasoline tax but not of the gross-carnings tax. The mileage tax is thus
closely related to the period of time during which a portion of the highway
is occupied by vehicles.

5. The mileage tax can be readily applied to private carriers, and unlike
the gross-carnings tax, is not largely restricted to common and contract
carriers.

The disadvantages of the mileage tax are also quite impressive.
The principal shortcomings of this tax are as follows.

1. The tax 1s difficult o administer. In reports to the tax-collecting
agency, the mileage travcled by vehicles reported can be readily falsified
unless sealed odometers are tnounted on one of the wheels of each taxable
vchicle. These odometers must be attached also at the state boundary to
vehicles passing through the state, which nccessitates ports of entry.*

2. The tax is expensive to administer. Attaching odometers, checking
readings, and preventing tampering are expensive. In addition, billing the
operators and owners {or the amount of tax due is costly. Finally, estab-
lishing ports of entry would be necessary, and this 1s costly.”

3. The muleage tax 15 not closcly related to abulity to pay.

The weaknesses of the milcage tax are important and should
not be minimized. The rather poor compliance record of the tax
in the past has arisen from an unwillingness on the part of the
state collecting agencies to install odometers to eliminate self-
reporting of mileage. These meters would be relatively expensive
if the tax were a minor source of revenue; however, if mileage
taxes were to be a major source of highway revenue obtained from
motor commodity haulers, the expenditure for odometers would
not be excessive. The reading of meters and the collecting of the
tax would be no more cxpensive or complicated than the reading
of meters and the collecting for the quantity of water, gas, or
electricity consumed.

The great advantage of the mileage tax is its extreme flex-
ibility. The rates and bases of the tax can be combined in many
ways so that whatever is desired can be accomplished. For
cxample, the rate per mile applied to a trailer or truck with a

*The odometer 18 not used by any of the mincteen states utiizing the mileage tax.

"The experience of states using the muleage tax shows that ports of entry are a
nceessary part of the enforcement of the tax. Also, the exchange of yiiormation between
continguous states 15 nccessary if comphiance 1s to be assured.
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very large gross weight could be very high while the rate per mile
for a truck of medium size could be considerably less. In fact, if
it were determincd that a certain size or type of truck consumes a
great quantity of highway service, such as very slow vchicles, the
rate per mile could be asscssed at a height sufficient to discourage
this type of motor transport. In doing this the efficiency of
resource use would be increased. The same aim could be accom-
plished by license taxes, but the mileage tax is an improvement
over the license tax because it is also related to the quantity of
highway use of each vchicle.

HIGHWAY PRODUCTIVITY AND HIGHWAY COSTS

The total amount that individuals are willing to pay for high-
ways is determined by the money value of the total utility realized
from government construction and maintenance of highways. A
large surplus ariscs directly from utilization of the main highways
but a small surplus or deficit from sccondary and tertiary roads.
By tying the financing of all types of roads together through the
levy of a tax such as that on gasoline, it has been possible to
finance all highway cxpenditures that are considered either so-
cially or individually desirable from the economic income arising
from highway utilization. This method of finance is considered
just by thosc who believe it right and correct for all highway
financing to take place from income arising directly from utilities
obtainable from the use of the highways. This idea expressed in
the language of the man on the street is that “The highways
should pay for themselves.” The justice of this relationship ap-
pears obvious at first glance; however, an examination of its basis
reveals the concept to be of doubtful validity.

The core of the idea can be most readily seen through asking
and attempting to answer the question, “Why should a person or
legal entity utilizing one highway be sclected to finance other
highways which are not used?” Obviously, it cannot be justified
by utilization, for, by definition, the highway is not sufficiently
used by the taxpayer to pay for its construction and maintenance.
The indirect benefit accruing to the user of the highway pro-
ducing economic utilities with a money value sufficiently great to
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aid in the financing of other highways is not necessarily any
greater than the benefit enjoyed by any other member of the
community utilizing a material resource producing a surplus.
This generalization, though largely accurate, needs to be modified
to some extent.

The feeder roads contribute to the traffic of the main road and
therefore increase traffic density. This is apt to bring about a
decrease in the cost per vehicle utilizing the through highway,
which is of direct benefit to the utilizer of the main highway
solely because it reduces the costs allocated to him. Also, the
availability of branch roads increases the value of the through
highway, for it provides access to places that could otherwise be
reached only with considerably greater inconvenience. These are
the direct benefits enjoyed by the user of the main highway be-
cause of sccondary roads. Actually, the additional benefit accru-
ing to the users of branch roads as a result of the existence of the
main road appear to outwcigh the flow in the opposite direction.

It has for a long time been realized that branch roads are of
great valuc in uniting the nation into a single homogeneous unit.
These roads contribute greatly to the desirability of farm and city
life by increasing the case of contact between the rural and urban
areas. They are of great direct economic value to the owners of
rural property and to all residents of the citics. All these benefits
anising from secondary and tertiary roads supply an important
justification for financing these roads largely through the expend-
iture of general revenues collected on the conventional basis of
ability to pay.

The idea that “roads should pay for themsclves™ is apt to bring
about an undesirable use of resources. The construction and main-
tenance of highways is likely to be determined by the ability of
the surplus collections from highways to finance additional high-
way construction. During certain periods, this may mean too
great a use of resources for highways, and during certain other
periods, too little. The difficulty is very similar to that experienced
by a business firm that is limited in its expansion to the profits
arising from its operations and that also has always had to reinvest
in the business the total profits arising from operations. This is
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very apt to mean an inefficient expansion program and generally
uneconomical operations. The same weakness is inherent in the
concept that “roads should pay for themselves.”

Certain roads connecting vital points could produce a sub-
stantial surplus of revenues. There appears to be no sound reason
why these revenue surpluses should be invested in that highway
or that they should be invested in any highway, or that the price
for the use of a road should be sct so that these surpluses arise.
Perhaps the best general rule is to set price at the point at which
marginal cost equals average revenue or selling price. At this
point (or at a number of points if multi-part pricing is used, and
if the judgments of the price system are to be accepted), the most
efficient use of resources takes place; but the use of only one price
at this level requires a subsidy if costs per unit are decreasing.
This point perhaps should be only approximated and practical
government highway finance would cover costs and the ratio
price to marginal costs would be substantially the ratio existing
in other industries.”” This method of pricing would largely elim-
inate the financing of secondary and tertiary roads with surpluses
carned by the main roads.

" See the footnote on page 46 for consideration ot this problem by British economists.






CHAPTER 1V

WHAT TRUCKERS THINK OF TAXES
AND THEIR EXPENDITURE

INTRODUCTION

The effects of taxes upon an industry arc not determined
entirely by the relative weight of the tax as a percentage of net
income or gross investment. The total effect of taxes does not
consist entirely of rational and logical conclusions to be drawn
from accounting data. Taxes affect business decisions and par-
ticularly the political action of businessmen because of the atti-
tudes which they create in the minds of business leaders. Also,
although every tax is an expense of business, the importance of
this expense differs among firms and industries. This variation
will make a particular tax create different attitudes in the minds
of the business leaders. Finally, the nuisance cost of a tax may
be so great that antagonism from this source outweighs any
economic advantage which the tax may possess.

Undoubtedly, these psychological and political cffects of a tax
are important, and an understanding of them is necessary for
intelligent fiscal action. In an cffort to obtain some information
of tax effects that arc destroyed or are not brought out in financial
statements, the writer contacted leaders in the trucking industry
through personal interviews and questionnaires. The response of
the industry in both cases was forthright and constructive.'

Personal interviews were limited to motor property carrier
leaders in the New England, Middle Atlantic, Central, and
Southern regions. The remainder of the nation was covered by
questionnaire only. In all cascs, an effort was made to contact both
the large and the small carriers, the short- and the long-distance
haulers, and the various specialized and general freight carricrs.
Because of limited finances and time, it was impossible to

' The questonnane and mterview  coverage upon wineh opivons ot commadity
motor catncr ovceutives ate based s shown i wble acop of page so

49
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Number o Number o

Resion Oustommares Vo of Comtleed, e
Total All Regions .......... 252 65 64
New England .............. 31 10 14
Middle Adantic ............ 23 2 20
Central .................... 40 15 12
Southern .................. 30 6 18
Northwestern .............. 25 5 .
Mid-Western .............. | 17 3
Southwestern .............. 34 7
Rocky Mountain ........... 28 7
Pacific ...............oo..l 24 6
Unclassified ................ .. 4

cover a large number of carriers in each region. The carriers
actually contacted were determined on the basis of recommenda-
tions obtained from representatives of the Interstate Commerce
Commission, American Trucking Associations, Inc., and local
Chamber of Commerce representatives. The commodity carriers
contacted do not represent the entire industry in the sense that
an attempt was made to establish and contact a sample that would
accurately represent the cntire industry. The results obtained
from interviews and questionnaires are nothing more than state-
ments of opinion from a random group of truckers operating in
the different sections of the United States.

Certainly a study of this type cannot pretend to establish final
conclusions. However, this would also be true if every trucker
in the country or a sample of the entire industry had been con-
tacted. For it is quite impossible to give a correct weight or the
correct importance to the opinions of the executives of different
companies. The best that can be done is to indicate the factors
that motor commodity haulers consider important in the levy of
taxes. It is believed that the conducting of the interviews and
the wording of the questionnaire were such that an accurate
expression of opinion was obtained of the points covered,
and also that no important factor was entircly neglected. The
general agrcement of the industry upon the effects of certain
taxes provides a rather strong base for stating definite con-
clusions. In addition, certain geographical differenc s and cer-
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tain differences dependent upon the type of trucking activity
are sufficiently sharp to become the basis for tentative conclu-
sions of the variations in the burdens of taxes among the dif-
ferent portions of the industry. (The variation of tax burden
by type of carrier activity is carefully analyzed in appendix B.)
The entire discussion in this chapter must be considered with a
sufficient realization of the limitations inherent in this type of
analysis, and of the additional weaknesses possessed by this par-
ticular study.

TAX ATTITUDE

The expression of attitudes regarding a tax is likely to be
considered rather unscientific and as a result shrugged off as not
being particularly useful. There exists a common belicf that
conclusions which can be backed by totals, averages, and the like
are much more accurate than those which are based only upon
the expression of opinions by informed persons. This attitude
toward the accuracy of different economic findings is undoubtedly
founded upon the earlier development of scientific research in
areas where measurement and study of relationships was readily
accomplished by the use of averages, totals, and ratios. A basic
weakness of the use of figures to determine the effects of taxes
is that it is not possible to determine with certainty the effect
which particular relationships have upon management decisions.
In fact, it is quitc possible that, in making decisions and express-
ing attitudes regarding particular taxes, management is not even
aware of the effects of certain taxes upon its type of trucking
activity in relation to that of other motor commodity haulers.
Therefore, if it is assumed that a particular tax is undesirable
because totals and averages show such to be the case, it cannot
also be assumed that these considerations are important in setting
the attitudes of management, or that they have an effect upon
management decisions.

To determine how a certain tax actually affects the develop-
ment of an industry, it is necessary to examine the tax in a number
of respects. For example, the expected effect of a tax levied in a
certain manner must be examined. This was done to a consider-
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able extent in Chapter I11. In addition, the tax must be examined
in regard to the burden as measured by various financial data
such as invested capital, operating income, and the like. This
type of analysis was emphasized in Chapter I. Also, it is possible
to relate the tax burden of particular segments of the industry
to the relative growth which each segment has experienced (see
aooendix B). Furthermore, the growth of the entire industry can
to some extent be related to the tax burden. However, all of these
comparisons gain or lose much of their apparent meaning when
they are compared with management attitudes and the bases for
management decisions.

In many cases it was difficult to determine whether manage-
ment decisions which an executive said were closely related to
tax levies were actually determined in this manner. There is
always the danger that, to be agreeable, the interviewee will
attribute much more to the factor under discussion than is actually
the situation. Or the particular decision may have been made or
the attitude formed some time before; also, the fact that taxes are
mentioned to the exclusion of other factors may lead the executive
to believe that taxes played a much more important part than was
actually the base. Then, too, the fact that taxes are paid without
much evidence of benefit related to expenditure leads some busi-
ness leaders to believe that good policy requires that they do
everything possible to place taxes in an unfavorable light. If the
leader possesses this latter attitude, any undesirable development
is attributed to taxes.

It it difficult either in an interview or in the use of a question-
naire to eliminate leading questions, or for the interviewer to
prevent his personality or attitudes from having an effect on the
answers obtained. The writer tested the effect of asking the same
question after considerable discussion and with different phrasing
and emphasis. On several occasions the interviewee gave answers
that were directly contradictory.

This change of opinion arose perhaps partly because the exec-
utive did not possess well-formulated ideas regarding taxes, or,
perhaps, because he had failed to consider certain factors brought
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out in the conversation which appeared to be sufficiently con-
vincing to warrant the change. Fortunately for the reliability
which may be placed in the discussions of this chapter, the atti-
tudes of executives of motor commodity haulers were usually
quite well established and apparently had been a part of the
thinking of the interviewed executive for quite some time. How-
ever, this is 7oz encouraging with regard to the possibility of
acceptance of new ideas regarding taxation, and highway finance
in particular, by the leadership of the trucking industry.

The discussion of the attitudes of trucking executives of
taxes and the effect which these executives believed a partic-
ular tax had upon their particular firm will proceed in the order
in which the taxes are listed on the questionnaire (see appendix
A). The discussion will include both the information developed
in the questionnaire regarding particular taxes and the relation-
ships brought out in interviews with motor commodity carrier
executives. The analysis will not indicate the relative popularity
among leaders in the industry of the different tax relationships.
Rather, the discussion will attempt to show variation of opinion
and the reasons why leaders favor a certain type and oppose
another type of tax. It is believed that this is as much as can be
obtained from this type of analysis; and, as a justification for its
presentation, it is believed that this provides valuable information
that should be used by government officials and economists in the
levy of business taxes, generally, and, particularly, in the determi-
nation of a tax program for the trucking industry.

StaTE GasoLINE Tax

The first tax listed in the questionnaire and the largest tax
paid by the trucking industry is the state gasoline tax. The rate
of the tax varies from state to state, but the average rate is now
about 5 cents a gallon. Most state highway departments and state
legislatures consider the tax a payment for the use of the high-
ways. Because of this, there is the feeling that gasoline consumed
traveling on the highways of a particular state should be pur-
chased in that state. This has resulted in the establishment of
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administrative devices aimed at forcing users of state highways to
purchase in a particular state the gasoline consumed in that state.

Much of the criticism of the state gasoline tax, especially by
the executives of the large trucking companies, was related to the
dictation by state legislatures of the location of refueling. (Many
states have eliminated this problem through reciprocal arrange-
ments.)

The necessity of paying a certain portion of gasoline taxes to
a particular state involves additional administrative expenditure
at the very least, and in many cases requires the establishment of
uneconomical fueling stations. The trucking industry generally
finds it convenient to establish repair and fueling stations at
transportation centers determined by road or freight movement
conditions. The necessity of refueling within certain states reduces
the ability of the industry efficiently to establish these centers.

In addition to the requirement that a certain amount of fuel
be purchased in a state passed through, the purchase of a rather
expensive license is also often required. This practice and the
difficulties arising from it are closely related to the following
features of trucking activity.

1. Taxes levied on the trucking industry are considered payments for
highway service consumed.

2. Highways utilized by truckers are provided by the states largely
through the expenditure of funds obtained from the levy of taxes upon road
users.

3. A considerable portion of truck traffic is necessarily interstate.

A solution to the problems arising from interstate operation
and state provision of highways was suggested by a number of
trucking executives. The solution offered was: Federal provision
of highways utilized by interstate truckers. It was believed that
if this were done the difficulties arising from attempts to deter-
mine the amount which should be paid in various states for the
use of the highways in each state would be largely eliminated.
The trucking industry must of necessity be an interstate activity.
The rolling stock of the industry is privately owned and adapted
to interstate operations. However, the roadbed over which this
equipment operates is not entirely adapted to interstate traffic.
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The physical adaptation is satisfactory, that is, highway widths,
traffic rules, and the like; however, the financing of this roadbed
is on an intrastate basis and unsatisfactory. The roadbed is con-
trolled and largely financed, although Federal financing has also
been very important, by state and local governments. The obvious,
desirable reform from the viewpoint of interstate truckers is to
put the financing of the roadbed on an interstate basis, and a
method of accomplishing this is to have Federally-provided inter-
state highways.

If the highways used by truckers were constructed with Fed-
eral funds, the necessity of buying gasoline in a particular state
or paying gasoline tax to a particlar state would cease to exist.
This type of solution eliminates one problem but in so doing
creates additional difficulties. Vehicles traveling on these Fed-
erally-constructed, through highways would have to pay a Federal
gasoline tax, and, in turn, should be exempt from the state gaso-
line tax. This, of course, would create considerable administrative
difficulty.

In addition to the administrative problems, it would require
a very great change in the concept of the Federal gasoline tax.
A solution that comes to mind is for the Federal government to
provide from general revenues a large portion or all the funds
required to construct and maintain certain through routes. As a
condition of obtaining these funds, the states would have to
permit interstate traffic to operate over them without meeting
gasoline purchase requirements and the like. The expenditure
of Federal funds in this manner could be justified on the basis of
provision for defense transportation needs and efficient utilization
of the nation’s resources.

EXPENDITURE OF COLLECTIONS

The gasoline tax is also criticized by truckers because the funds
collected are frequently spent for purposes not closely related to
the trucking industry. Every state spends a portion of the funds
obtained from the gasoline tax on roads seldom if ever used by
truckers, and upon highways on which truck traffic is actually
prohibited. In addition, many states spend gasoline tax funds to
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meet the costs of education, general government expenditures,
and the like. The expenditure of gasoline tax funds in this manner
was criticized because the tax is considered to be in the nature of
a fee and a payment for services enjoyed. Actually, it is impos-
sible to spend the funds in a manner that will correspond exactly
with services enjoyed. These difficulties are perhaps inherent in the
financing of highway expenditures with gasoline tax collections.

Although a number of truckers criticized the state gasoline
tax on the two bases given above, the tax was generally considered
fair. Nearly all the executives contacted believed the tax fairly
equitable and did not consider it particularly harmful to the
development of the industry. It was surprising to the interviewer
that the truckers hauling bulky, low-tariff commodities did not
think the burden of the gasoline tax unfair to them in comparison
to the haulers of light, high-tariff commodities. Apparently, the
inherent tendency of the gasoline tax to be a larger portion of the
costs of a trucking firm moving heavy, low-tariff items has not
been considered important. (See Appendix B.) However, there
was, as is indicated in Chapter V, a slightly more hostile attitude
toward the state gasoline tax in the South where the rates of the
tax are higher and the portion spent for purposes other than
highway construction and maintenance is larger.

SUMMARY

In summary, the attitudes of truckers toward the state gasoline
tax are:

1. The tax is a fairly equitable method of assessments for cost of high-
way service.

2. The tax is to be preferred over most other taxes because its payment
does not require additional records and book work.

3. Because the tax is a part of the price of gasoline, it is considered more
as a portion of the normal costs of business activity than is the case of most
other taxes. For this reason, less of the antagonism has developed than is
likely to exist just because a tax is a tax.

4. The tax has weaknesses when applied to interstate motor carrier
movements. The establishment of reciprocal arrangements between the
states has been quite successful, but this cannot solve the problem of states
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with a small amount of originating traffic but a large amount of traversing
traffic, such as Kentucky and Wisconsin.

5. The justification of the gasoline tax is completely based upon pay-
ment for road service, yet it is often spent for other purposes or for roads
not utilized by the taxpayer. Truck company executives see little reason
for a high tax on gasoline unless the collections are used for construction
and maintenance of highways used by truckers.

0. Truckers in states where the gasoline tax is very high consider the
tax more undesirable than do truckers in states where the rate is near the
national average.

7. The gasoline tax is often neither quickly nor completely shifted in
prices charged for motor-carrier service. Frequently, motor carriers are
unable to obtain rate increases until a considerable time has clapsed since
the original imposition of additional gasoline taxes. This situation is not
unique with gasoline tax increases; it usually arises when prices are deter-
mined by a government agency, as is true of the motor-carrier industry.

8. Truckers operating large trucks that move more freight with less
gasoline consumption are neither more favorable toward the state gasoline
taxes nor more against them than the operators of small trucks. Also,
truckers operating largely within a single city expressed approximately the
same attitude as truckers engaged largely in long-distance hauling. The
varying effect of the tax depending upon the type of trucking activity and
the varying benefit from highway expenditures have apparently not been
seriously considered by motor-freight executives.*

FeperaL GasoLiNE Tax

The second tax listed in the questionnaire is the Federal gas-
oline tax. Generally, executives considered this tax to be about as
desirable as the state gasoline taxes. In the states where the state
gasoline tax approximated the national average, the Federal gas-
oline tax was rather frequently rated below the state tax; but in
states where the state tax was very high, the Federal tax was
frequently rated above the state gasoline tax. This favorable atti-
tude toward the Federal Tax is somewhat surprising, for the
Federal collections from the gasoline tax are moz allocated to
highway purposes, but rather become a part of the general Fed-
eral revenues. Undoubtedly, the leaders of the trucking industry
are looking beyond the mere allocation of taxes for a particular

#One trucker interviewed 1n New York City did not worry much about the height
of the gasoline tax because, as it was explained, all of his trucks were electrically powered.
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expenditure purpose and are considering the quantity of funds
spent on the type of highways utilized by the trucking industry.
Here the record of the Federal government undoubtedly com-
pares very favorably with that of the states.

Federal expenditures during a number of years in the 1930’s
were considerably greater than the collections obtained from the
assessment of the various special Federal excises upon gasoline,
tires, automobile parts, and the like. During the period of World
War II, both the Federal government and the states collected
considerably more from their gasoline taxes than was spent on
highways. The Federal expenditures for highways during the
postwar period have annually been approximately $8o million
below Federal gasoline tax collections and only about one-third
of total excise collections related to motor vehicles.

COMPARED WITH OTHER FEDERAL EXCISES

When the amount and principal type of Federal highway
expenditures are considered, the favorable attitude toward the
levy of a Federal gasoline tax is not entirely unexpected. But
it would have appeared more logical to have grouped the Fed-
eral gasoline tax with other Federal collections related to motor
vehicles. The effect of this grouping in light of the much greater
Federal collections than expenditures on highways would have
been a reduction of the desirability of the Federal gasoline tax.
The situation, however, is that the Federal gasoline tax is con-
sidered a much better tax than the other Federal excises closely
related to motor vehicle operation. Almost without exception,
the trucking company executives consider the taxes on tires,
trucks, and parts much less desirable than the Federal gasoline
tax. These other Federal excises related to motor-vehicle opera-
tion are listed next in the questionnaire, and the possible reasons
for this variation are discussed below.

The Federal gasoline tax is 1.5 cents per gallon. It is levied
on all gasoline and is not limited to gasoline consumed on the
highways. Also, it is not a retail tax as are the state gasoline
taxes. The Federal tax is assessed at the refinery or at the point
of import. For this reason, the Federal tax is even more a part of
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the price of gasoline than are the state taxes. The low rate when
compared with state gasoline taxes, and the inclusion of the tax
in the price of gasoline have undoubtedly tended to increase the
favorable attitude toward the tax.

All the points previously brought out regarding relative bur-
dens and the like of state gasoline taxes are also applicable to
analyses of the Federal gasoline tax. However, because of the
lower rate of the Federal tax, trucking company executives were
less likely to mention the inequities involved.

FepErAL Tax oN Tires, Trucks, AND ParTs

The third tax included in the questionnaire is the Federal tax
on tires, trucks, and parts. This tax is generally regarded as one
of the least desirable taxes levied on the industry. In practically
all instances these taxes are considered less desirable than the
Federal gasoline tax. The reasons given for believing the tax bad
were usually related to the idea that the tax was unjust because
similar taxes were not levied on the rolling stock of competing
types of transportation. In these cases, competition is usually
considered as limited to the railroads. This, of course, can also be
correctly said of the gasoline tax; this tax or a similar tax is not
levied upon the typical fuel used by the railroads. However, this
was seldom mentioned when the gasoline tax was discussed, but
was usually mentioned when the Federal taxes on tires, trucks,
and parts were under consideration.

COMPARED WITH FEDERAL GASOLINE TAX

It is difficult to determine the reasons for this difference in
attitude toward the Federal excise tax on gasoline and the Fed-
eral tax on tires, trucks, and parts. Certainly, the difference cannot
exist because of the manner in which the funds collected are
spent, for in both cases they become a part of the general revenue.
The favorable attitude toward the Federal gasoline tax might exist
because of the carryover of the idea of the special allocation of
state gasoline taxes for expenditure upon highways. If this is the
situation, the attitude is, of course, not founded upon a basis of
fact. This, then, is a good example of a tax which creates a
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different attitude than would be expected from the examination
of pertinent data. The attitudes indicated provide a basis for
recommending Federal government emphasis of the gasoline
excise; funds can be collected in this manner with the creation
of less ill will.

The consumption of tires, trucks, and parts is perhaps as
closely related to the consumption of highway services as the
consumption of gasoline. In both cases, the correlation can be
criticized as not being as close as desirable. The destruction of
trucks and parts is likely to be relatively greater for local haulers
when compared to tire and gasoline consumption than for long-
distance haulers, and Federal government expenditure for the
provision of municipal streets and roads has been considerably
less than that for through roads. This will not be so true in the
future, for Federal funds under the new grants will also be avail-
able for expenditure on municipal streets." However, none of the
executives contacted indicated the small Federal expenditure on
municipal streets as a cause of their attitude; and, despite the
logical basis it seems to provide, it is doubtful that it should be
given an important place in the explanation of the unfavorable
attitude toward these Federal excises.

RATES OF TAXES

The rates of the Federal excises on truck bodies and chassis,
parts and accessories, and tires at the time of interviews were:

Taxable Item Rate of Tax
Automobile truck bodies 5% of manufacturer’s sale price
Automobile truck chassis 5%, of manufacturer’s sale price
Parts and accessories 5%, of manufacturer’s sale price*
Inner tubes 9¢ per pound
Rubber tires 5¢ per pound®

®The Federal-Aid Highway Act of 1948 provides for a Federal highway expend-
iture of $450 mullion for two years. Of this grant, $125 million will be spent 1n urban
areas.

* Rates on bodies and chassis and parts and accessories in 1932~1939 were 2 per
cent of manufacturer’s sale price. In 1940 they were raised to 2% per cent. The present
ratc has been 1n effect since 1941.

® Rates on inner tubes in 1939 were 4 cents per pound and tires 2.5 cents per pound.
In 1940, the rates were increased to 4.5 cents and 2.5 cents, respectively. The present
rates went into effect in 1941. The tax was originally enacted in 1932.
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FeperaL CorroraTION INcoME Tax

The Federal corporation income tax is paid only by those
trucking concerns organized as corporations. However, it is par-
tially true that the attitude of individual enterprises and partner-
ships toward the individual income tax reflects, to some extent,
the attitude which these persons would have toward a corporate
income tax if they were subject to it. Both the corporate income
tax and the individual income tax were considered just taxes, and
some executives went so far as to say that they believed all reve-
nues required by government should be collected through the
assessment of income taxes. However, the majority of the exec-
utives in all areas of the country believed that the income taxes
were particularly burdensome to the trucking industry.

The executives not favoring income tax collections often be-
lieved that the tax was just and a good method of obtaining
revenue, but because of unusual conditions it was not considered
desirable that the trucking industry pay the tax. The unusual
conditions were that the trucking industry had a great need for
investment within the industry of all the funds earned. The
industry, because of its organization into a large number of small
companies and because of the past unfortunate financial record of
certain companies, has found it very difficult to obtain outside
financing.

EFFECT OF EARNINGS FOR REINVESTMENT

Executive after executive said that his business had expanded
through the reinvestment of profits. It was very unusual to
contact a motor-freight company that had not grown almost
entirely from reinvested earnings. Although the expansion of
American business through the reinvestment of profits is very
common, the extensiveness of the use of this method and also the
possibilities of expanded operations are apparently above average
in the motor-freight-carrier industry. Very nearly every trucking
executive contacted believed that all profits arising from his busi-
ness operations could be wisely invested in the expansion of his
trucking firm.
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The reduction of earnings through the collection of income
taxes was usually considered the equivalent of a reduction of
useful investment of an amount equal to the taxes collected.
Therefore, the collection of income taxes on earnings arising
from the trucking industry was considered a direct reduction of
productive private investment. Leaders of the industry pointed
out, also, that additional investment in the motor-transport in-
dustry would reduce the monopoly control of railroads and would
strengthen the position of competitive industry generally. This,
it was argued, would be of value in the preservation of efficient
capitalism.

EFFECT ON RATES AND PROFITS

The entire basis of this argument of the undesirability
of income taxes arises from the false assumption that profits
before income taxes will remain the same if income taxes are
removed. This would only be true of the rather small number
of trucking enterprises organized as partnerships and private
enterprises. It would not be true of the large number of enter-
prises operated as corporations.

The corporate income taxes paid by a corporation are treated
similarly to other expenses in determining the rates adequate to
obtain a fair return.® Theoretically, therefore, the reduction of
corporate income taxes would merely bring forth sufficiently large
rate reductions to reduce profits after income taxes to the level
existing prior to the tax reduction. The fact that executives con-
tacted do not consider this the existing relationship indicates that
the determination of the rates charged by the industry is not
sufficiently accurate, at least when expenses are reduced, to elim-
inate the creation of windfall gains. If this is the case, and
apparently it is, it would be supposed that the reduction of any
tax (and, of course, any expense) and not only the income tax,

® See United States Supreme Court cases, Galveston Electric Co. v. City of Galveston,
258 U. S. 388 (1922); Georgia Ry. & Power Co. v. Railroad Comm. of Georgia, 262
U. 8. 625 (1923); and Interstate Commerce Commission cases Increased Common Car-
rier Truck Rates in the East, 42 M. C. C. 633, 647, and Minnelusa Oil Corp. v. Conti-
nental Pipe Line Co., 258 1. C. C. 41, 48-49. The 1. C. C. findings in Increased Raslway
Rates, Fares, and Charges (1942, 248 1. C. C. 545, 546), held that Federal income taxes
should not be included as expenses but this stands by itself and has not been followed in
subsequent decisions.
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would have the same effect. This would mean that cost reduction,
although general, would increase profits and thus expand the
quantity of funds available for investment. This would appear to
provide a basis for a general reduction of taxes and not for the
reduction of any particular tax, but executives of trucking con-
cerns organized as corporations considered the corporate income
tax much more closely related to the quantity of profits and
therefore expansionary investment than any other tax or any other
expense. This apparently illogical attitude in the case of an in-
dustry operating under regulated prices appears to arise from
these factors:

1. Corporate income taxes are determined by the size of profits and are
deducted directly from profits. For this reason, they appear to be more
closely related to the size of profits than other taxes or expenses. This
appearance largely indicates the fundamental relationship of an industry
able to determine its own prices. However, it does not accurately indicate
the situation within an industry with prices determined by a public authority

which sets tariffs at a height that will produce only a certain adequate
profit rate after taxes.

2. Popular discussions of taxes found in business magazines emphasize
the ability of the corporate income tax to reduce the quantity of funds avail-
able for reinvestment. The trucking executive has been influenced by these
popular discussions. He has failed to realize that the situation is different
in his case because the corporate income tax is considered an expense in the
determination of rates which can be charged.

3- The effects of the corporate income tax appear on occasion to have
been confused with those of the personal income tax. The executive is
aware that personal income taxes reduce the amount of funds he has avail-
able for reinvestment and he incorrectly transfers this relationship to the
corporate income tax. This latter tendency is quite apparent from the
questionnaires where the executive frequently gave the same rating to the
corporate and personal income tax.

The excess profits taxes assessed upon corporations during
World War II were not a heavy burden on the trucking industry.
Not a single executive contacted considered this tax undesirable.
This favorable attitude existed partly because excess profits tax
payments of this industry had not been great, and, also, because
the tax had been repealed at the time the executives were con-
tacted and profits at the time were soaring.
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The effects of state corporation taxes were generally considered
similar to Federal corporation taxes but less so because the rates
were much lower.

EFFECT OF TAX RATES

The Federal corporation tax rates were lower for corporations
having a net income below $50,000 per year. (This point was
reduced to $25,000 in 1950.) This encourages the organization of
a number of small corporations having a net income of approx-
imately $25,000. At least this would be the undoubted expectation
if the prices which the firm could charge were not determined
by a public commission. Despite the dampening of this tend-
ency by public commission price determination, several trucking
executives indicated that an important consideration in their
establishment of a number of corporations rather than the parent
corporation was the possibility of enjoying lower Federal corporate
income tax rates.

If a corporation earns profits above $25,000 a year, it is subject
to an additional expense not borne by the smaller and/or less
profitable corporations. The tariffs established by the I. C. C. are
usually determined by the expenses and the earnings of many
trucking firms. Thus, if the expenditures of one corporation for
corporate income taxes are a larger percentage of profits, that
corporation is at a relative disadvantage. This is very similar to
the type of disadvantage which the corporation would suffer if
any of its other expenditures to obtain certain materials or services
were greater than those paid by the typical trucking company.
However, in the case of the corporate income tax expense, the
ordinary avenues of reduction cannot be utilized. Greater effi-
ciency of operation or renegotiation of supplier contracts, common
methods of reducing other expenditures, will increase rather than
decrease corporate income tax payments. A fundamental basis of
opposition to the tax by business executives is, undoubtedly, that
corporate tax expenditures increase rather than decrease as the
result of efficient management and operational advantages. The
only way that the management of a corporation can reduce the
corporate income tax without decreasing profits (and as long as
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the corporate income tax rate is less than 100 per cent this alterna-
tive would be unattractive) is to divide the company into a
number of sub-divisions with each sub-division earning less than
$25,000 of net profits annually.

Actually, the inclusion of the corporate income tax along with
other expenses in providing the basis for rate determination
creates an anomaly. The corporate income tax certainly reduces
profits, and certainly a fair return should be considered upon the
basis of earnings after all deductions including those of corporate
income taxes, however, the corporate income tax cannot be
reduced by greater efficiency of operation which is true of the
majority of the other items included. Its inclusion makes pos-
sible, to a degree, the increase or maintenance of tariffs even
though corporate expenditures per dollar of income have been
decreased. This, of course, is the reverse of the basis for tariff
increases; rather, it would be generally considered the basis for
their decrease. What happens is that a portion of the profit expan-
sion arising from decreased costs is lost through increased cor-
porate income taxes which in turn decreases the tariff reduction.

RATES OF TAX

The Federal corporate income tax rates (1946-1949) were as
follows:

NORMAL TAX*

ol
Up to $5,000. ... vovivivninnn. 15%,
$ 5,000~$20,000 .. ...l $ 750 plus 17% of excess over § 5,000
$20,000 ~$25,000 .. ...l $3,300 plus 19% of excess over $20,000
$25,000 ~$50,000 .. ..l $4.250 plus 3197 of cxcess over $25,000
Over $50,000 ..ovvvniiieiinnnn., 245 of entire amount

SURTAX

cht;::cat;m Rates
Up to $25,000 .....oovvienennnnn, 6%,
$25,000 ~$50,000 ... ...l $1,500 plus 229 of excess over §25,000
Over $50,000 ......covveinnnn... 14% of entire amount

* For 1951 the corporate tax rate structure is simplified and increased. The normal
rate is 25 per cent on all earnings and an addivonal 20 per cent on carnings above
$25,000 a year. For 1950 the maximum total corporate tax was 42 per cent.
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FeperaL InpivipuaL INcoME Tax

The fifth tax listed in the questionnaire is the Federal indi-
vidual income tax. When the firm is organized as a corporation,
this tax is a personal tax rather than a business tax; but it becomes
to a considerable extent a business tax when the undertaking is
operated as an individual proprietorship or partnership. The
attitude of many of the exccutives toward this tax was very
similar to that expressed of the corporate income tax. A difference
of attitude depending upon whether the business was organized
as a corporation or as a proprietorship or partnership was appar-
ent in both the questionnaires and the interviews, but the degree
of difference was not as great as expected. The actual difference
of attitude was that executives heading a proprietorship or part-
nership were much more apt to consider the individual income
tax more restrictive of investment than the corporate income tax.

DEPENDENCE ON TYPE OF ORGANIZATION

A typical trucking company organized as a proprietorship or
partnership has very little opportunity to obtain outside capital
for expansion. These companies, even more than those organized
as corporations, must rely upon net earnings for additional in-
vestment funds. The individual income tax definitely directly
decreases the amount of possible expansion by proprietorship and
partnership trucking firms. Some executives believe the indi-
vidual income tax more undesirable than other taxes in this
respect because the amount of tax paid increases with the effi-
ciency of operation (operation efficiency measured by net profits).
Therefore, the tax discourages efficiency and decreases the pos-
sibility of the whole industry becoming more efficient through the
rapid expansion of those companies most efficiently managed.

Despite the prevalence of the above attitudes regarding income
taxes and investment, almost all executives agreed that the indi-
vidual income tax was one of the most just taxes. They thought
that the amounts of income taxes paid varied with ability-to-pay,
and that ability-to-pay was a desirable basis for the determination
of government revenue collection. None of the executives con-
tacted who operated a trucking business as a proprietorship or
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partnership mentioned that income taxes paid as individual in-
come taxes could not be considered as an expense in obtaining
rate increases whereas other taxes related to the business could.
Also, none of the executives mentioned that corporate income
taxes were considered by the I. C. C. to be an expense in setting
rates, whereas individual income taxes were not.

This latter point would be of practical importance (1) if a
large portion of particular commodities were carried by noncor-
porate carriers, and (2) if total income tax payments of non-
corporate firms were considerably greater than similarly situated
corporate firms. If the second situation should exist, the business
would usually incorporate to avoid the higher taxes. However,
firms were contacted in which other circumstances outweighed
the tax advantage of incorporation, and the business remained
unincorporated despite a considerably greater tax burden. Also,
of course, businesses organized as corporations exist which have
a greater tax burden on income arising from the business than
they would if they were organized as a proprietorship or partner-
ship, but the other advantages of incorporation outweigh the tax
disadvantage. It would also be unusual for proprietorship and
partnership operators to do such a large portion of a certain type
of trucking that their costs and earnings would determine rate
schedules.

The individual income tax rates paid by a trucking executive
are frequently only partly determined by earnings obtained in
trucking activities. Thus, an attitude toward the individual income
tax would not be completely determined by relationships arising
from activities related to the trucking industry. In the interviews,
the executives who appeared to have very high incomes were
usually more opposed to the individual income tax than were the
marginal operators. However, several operators who were not
high individual income-tax payers thought it very unfair for the
government to take away a portion of the little they had been
able to earn. The thought in the minds of these owners was that,
if they were sufficiently fortunate to make a profit after paying
all the various taxes assessed upon them by the local, state, and
Federal governments, they should be permitted to keep it, and
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that it was a little unfair to then take a portion of these net earn-
ings in taxes.

The trucking companies organized as proprietorships and
partnerships are most closely concerned with the individual in-
come tax as a business tax. These are also the companies in which
the leadership has had the least opportunity to analyze the effects
on their businesses of different types of tax payments. Often,
small operators merely repeated types of generalizations of
the individual income tax that are commonly given in the press
without having also determined whether their businesses were
actually affected in a similar manner. When interviewed, these
operators frequently said that they paid the taxes required of them
and that that was all they knew about the subject. One small
successful commodity carrier owner expressed the extreme atti-
tude toward taxes by stating, “Don’t even think about taxes;
don’t bother brain about taxes.”

SociaL SecuriTy TAXES

The sixth tax listed in the questionnaire is the unemployment
compensation tax. This is one of the two taxes levied to finance
the provision of social security benefits to the American employee.
The other social security tax, and seventh listed in the question-
naire, is the old-age and survivors insurance tax. Trucking exec-
utives, generally, had a favorable attitude toward both of these
taxes. However, the attitude toward the old-age and survivors in-
surance tax was somewhat more favorable than toward the unem-
ployment compensation tax. A number of executives thought the
social security tax coverage was inadequate, both in regard to the
number of persons included under the act and the amount of
salary taxable.

The courts have decided, in a number of instances, that a
master-servant relationship does not exist between a truck oper-
ator and a trucking company if the company operates as a jobber
and merely provides loads for owner-operators.” This has meant

7If an independent contractor rather than an employee relationship exists, the com-
pensation paid is non-taxable under the Social Security Act. A basic case setting down
the basis for determination of a master-servant relationship existence is that of National
Relations Board v. Hearst Publications, Inc., 322 U. S. 111 (1943). A leading case setting
down the basis for determination of an independent contractor relationship existence
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that truckers operating on this basis are able to avoid paying
social security taxes. It also means, of course, that the drivers of
these trucks would not qualify for social security benefits.

A number of executives of well-established trucking companies
thought that these court decisions gave the trucking operations
organized on a jobber relationship an unfair tax advantage. Also,
it was the opinion of a number of truckers interviewed that act-
ually a master-servant relationship does exist between the man-
agement of companies operated on a jobber basis and the various
operators of trucks employed to haul for them. The basic diffi-
culty arises from the incomplete coverage of the United States
social security legislation. If all persons were covered, and if the
entire program were financed either through special taxes as it is
today or from general revenues, the apparent tax favoritism
toward a particular method of carrying on trucking activity
would not exist. However, such is not the case, and the portion
of trucking activity carried on under a jobber relationship is
favored by the present legislation. The recent increase in the
social security tax rates and legislative provision for further in-
creases would, without the substantial expansion of the coverage
also provided, intensify the present problem.

The general opinion of management is that the social security
tax collection is a desirable way to finance the payment of
social security benefits. This was the opinion of even those leaders
who thought that the tax was unjust in its comparative treatment
of trucking companies operating on a jobber basis and those
directly employing their truck drivers to operate company-owned
or rented equipment. The local haulers appeared to have the

within the intent of the Social Secunity Act was Glenn v. Standard Oil Co., 148 F. 2d 51
(1945).

The United States Supreme Court in United States v. Silk, 331 U. S. 704 (1947)
gave an opinion directly related to the use of owncr-operated trucks. Mr. Justice Reed
delivered the opinion which sustained the opinions of the lower courts that the owner-
operated truckers hauling for the Greyvan Lines, Inc., were independent contractors and
the Greyvan Lines, Inc., was not required to pay social sccurity taxes on their compen-
sation. In the words of Justice Reed: “These driver-owners are small businessmen. They
own their own trucks. They hire their own helpers. In one instance they haul for a
single business, 1n the other for any customer. The distinction, though important, is not
controlling. Tt is the total situation, including the risk undertaken, the control exercised,
the opportunity for profit from sound management, that marks these driver-owners as
independent contractors.”  (Justices Black, Douglas, and Murphy dissented from the
Court’s opinion.)



70 TAXATION OF THE TRUCKING INDUSTRY

same opinion of the tax as long-distance haulers despite the
tendency for the social security taxes to be a larger portion of the
revenue of short- than long-distance haulers. Also, haulers such
as household-goods carriers who make relatively large wage pay-
ments held the same attitude toward the tax as petroleum haulers
and others making relatively small wage payments (see appen-
dix B). The same situation existed in the case of social security
taxes as in the case of the gasoline tax; the relatively large payers
of the tax had approximately the same attitude toward the
revenue source as the relatively small payers. This, however, was
not the case in regard to income taxes and is not true of gasoline
taxes when the comparison of burdens is made on a geograph-
ical basis rather than on an industry basis. These differences
are difficult to explain, but the following certainly have some
effect: ignorance of personal burden in relation to average; tax
considered as part of cost and not as tax; and, finally, a greater
awareness of geographical variation and its effect on the com-
petitive position.

The more favorable attitude of the leaders of the trucking
industry toward the old-age and survivors insurance tax than
toward the unemployment compensation tax was to be expected,
and is based very likely largely upon the following considerations:

1. The unemployment compensation tax is paid entirely by the em-
ployer, and the rate is often higher than that of the old-age and survivors
insurance tax.

2. If the business is organized as a corporation, the executives expect
to benefit from old-age and survivors insurance coverage but do not expect
to receive unemployment benefits.

3. Frequently, the employees who were the most troublesome were also
the ones who obtained unemployment benefits. The payment of these
benefits, in turn, increases the tax rate applicable to the firm.

4. The attitude of executives was obtained during a period of great
prosperity when the need for unemployment benefit payments appeared to
be almost nonexistent, whereas old-age and survivors benefits were consid-
ered important and needed.

The attitudes of executives toward the unemployment tax was

affected by the manner in which the funds collected were spent.
This is particularly true of this tax because in most states the
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amount spent for unemployment benefits to former employees
of a particular firm or industry determines the tax rate. In addi-
tion, many of the executives interviewed reported individual cases
in which they thought payments that should not have been made
or that should not have been made from their balance had been
made and added to their account. Finally, the avoidance ability
of truckers operating on a jobber basis was considered particularly
irritating in the case of unemployment compensation taxes be-
cause the benefits arising from coverage appeared to be so small
in 1948.

FEpERAL TAX ON TRANSPORTATION OF PROPERTY

The eighth tax listed in the questionnaire is the Federal tax on
the transportation of property. This tax, imposed as a special
World War II levy, is assessed at a 3 per cent rate upon the carry-
ing costs charged. It is added to the bill presented to the customer,
and, is not paid by the trucking companies; rather, it is paid by
the individuals and firms having goods hauled by commercial
transport companies. The transport companies act as collectors of
the tax and not as payers.

COST OF COLLECTION

Executives rated this tax from very bad to very good. How-
ever, the number of executives considering the tax very bad far
outnumbered those considering it very good. The tax is con-
sidered bad for two quite different reasons. The larger number
of executives, but perhaps representing primarily the operators
of smaller companies, consider the tax bad because of the addi-
tional records that must be kept. They consider the tax very
expensive to collect. They believe that the government could get
the same amount of revenue much more easily, and less expen-
sively. They are, however, in doubt as to what the source of this
revenue should be. These executives also believe that the tax as
a percentage of charges and added to the bill presented the
customer is much more completely shifted onto the customer than
the additional expenses incurred in keeping the records and the
like, required to collect the tax. It follows that these executives
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believe, too, that the Federal tax on the transportation of property
is more completely shifted than any of the other taxes which are
levied on profits or which become a part of the costs of doing
business. Nevertheless, they do not like the tax and generally
rated it bad on the questionnaire.

EFFECT ON FOR-HIRE CARRIERS

The tax was considered bad by a number of the leaders of the
larger companies primarily because it was levied only on trucking
activity carried on for hire. This meant that industries and com-
panies carrying their own commodities were exempt. The result
is that the tax favors trucking operations by companies and indi-
viduals carrying their own products and discourages for-hire
hauling of products. This, it appears, is a more basic criticism
of the tax than that of administrative cost. The two combine to
make the tax particularly unfavorable to for-hire trucking oper-
ations. The effect is very similar to that arising from the gross-
earnings tax.”

Some leaders of the industry liked the transportation tax
because they thought that it was not great enough to make it
worthwhile for a particular company to do its own trucking if it
had not been economically desirable for it to do so previously.
Therefore this disadvantage of the tax was unimportant while
the amount paid was very definitely passed on to the customer
and this advantage was considered very real. These leaders
admitted that the tax increased the cost of transporting commod-
ities. However, the tax was considered so low that it did not
reduce the amount of commodities moved (particularly during
prosperous 1948) and was definitely passed on to the consumer
of trucking services because of the manner of collection. Thus,
the tax affected profits only through the administrative costs
involved, and these were considered much more unimportant by
some truckers than by others. It appeared that the administration
of the tax caused very little extra trouble if the company had
already established an efficient accounting system; however, it also
varied depending upon the type of trucking activity.

#See pp. 5962 for an analysis of the gross-carnings tax.
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TRANSPORTATION TAX FOR GENERAL REVENUE

The assessment of a tax upon transportation charges and then
making the funds collected available for general revenue is not
a particularly desirable public finance operation. Increases in
transportation costs are certainly largely passed through the entire
economy in higher prices. Actually, there are many more eco-
nomic reasons for the payment of subsidies to the transportation
industry than there are for collecting a tax on its gross receipts.
This criticism when applied to the collection of the Federal tax
on the transportation of property by the trucking industry is less
severe than the criticism applied to the collection of a similar tax
from the railroad industry. The rcason for the difference is that
the Federal government, except during war years, spends large
sums for highway construction and maintenance and the like,
which directly aids the trucking industry, whereas this relation-
ship does not exist in the case of the railroad industry.

It has been previously pointed out that a tax which is con-
sidered at least partially a user tax should not be levied on the
basis of the manner in which the activity is organized. Rather, it
would appear that the logical procedure is to levy a user tax
directly upon highway utilization. This appears to provide the
basic reason for the belief by leaders in the trucking industry that
the transportation tax should not be considered a user tax but
rather merely a quite undesirable method of obtaining general
government revenues. The transportation tax is levied upon all
commodity transportation bills, and commodities not moved by
for-hire carriers are exempted.

A gross receipts or transportation tax is much better as a rail-
road tax, for very few firms own a railroad, but definitely this is
not the case with trucks. This difference is, of course, very
apparent to leaders of the trucking industry; but Congress in
enacting the transportation tax considered this basic difference in
the organization of these two types of transportation insufficient
to warrant different tax treatment.

VEHICLE L1cENsEs AND REGISTRATION FEES
The ninth tax listed in the questionnaire is a group of taxes
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which are usually collected under. the title vehicle licenses and
registration fees. These taxes were generally considered bad rev-
enue measures but desirable police measures. It is generally
believed that they should not be greater than required to cover
the cost of reasonable regulation of truck traffic. They were
nearly unanimously considered a bad method of collection for
highway utilization. Leaders in the trucking industry consid-
ered this group of taxes a fair type of revenue source as long as
the rates were low and appeared to be a reasonable charge for
regulation.’

The leaders of the industry in nearly all instances pointed out
the difficulties inherent in interstate traffic if licenses and regis-
tration fees are set at a high level. When these taxes were dis-
cussed, the conversation would frequently turn to emphasizing
the desirability of having them levied and collected by the Fed-
eral government. This was, however, not unique with these
taxes. Leaders of interstate trucking companies frequently rec-
ommended that all levies with the exception of the property
taxes and toll collections be made by the Federal government.
The basis for their recommendation was fundamentally that their
operations were regional and national rather than state or local,
and that taxes levied on this basis would be better (more just)
because they would correspond more nearly with the manner in
which the business was organized and operations planned.

A number of leaders of the trucking industry considered
vehicle licenses as assessed in their area the most undesirable tax
levied upon their firm. They thought that the vehicle and reg-
istration fees interferred with the efficient operation of their
businesses. They pointed out that the tax prevents a flexible
interchange of equipment between states which decreases the
efficiency of operation and as a result increases the public cost
of transportation. This is a serious charge against any tax, and
the administrative and/or individual justice advantages must be
very great to warrant its collection when it acts to decrease effi-
ciency of operation. It is very doubtful that the desirable features

®See discussion on pages 55-59 for an analysis of the various possibilities of this
type of revenue.



WHAT TRUCKERS THINK OF TAXES s

of the current rather crude vehicle licenses and registration fees
collected from the trucking industry outweigh the tendency of
the tax to create inefficiency in interstate truck transport.

TorLr CoLLECTIONS

The tenth tax listed is not called a tax (that is also true of
licenses and registrations which are called fees) but rather is
labeled toll collections.”® Generally, the leaders of the trucking
industry consider the payment of tolls an acceptable method of
collecting revenues. There was a good deal of enthusiasm among
trucking company leaders for the great toll roads that have been
recently constructed or that are now being contemplated. The
delay required of trucks to make the fee payment was considered
unimportant and was not thought to reduce materially the effi-
ciency of truck transportation operations. While the provision
of good through highways and the elimination of steep grades
contribute a great deal to the efficiency of truck transportation,
at present these advantages appear to many leaders of the trucking
industry to be more readily obtainable through the establishment
of toll roads than through the construction and improvement of
free highways.

EXPANSION OF USE

The writer discussed the possibilities of expanding the use of
tolls as a method of highway and street finance. The leaders of
the industry believed generally that the expansion of toll roads
would not be harmful to the industry. However, they believed
that if tolls were used to finance the principal highways used by
truckers, the various other user taxes, particularly the gasoline
tax, should be eliminated. Executives pointed out that if a toll
road is completely financed with tolls collected from users, the
gasoline consumed (according to the prevailing theory of justi-
fication of the gasoline tax) propelling vehicles over these roads

 The common diffcrentiation between a tax and a fee 1s that the tax is spent for a
general public purpose, whereas the expenditure of the fee is closely related to the pro-
vision of a special benefit to the individual or firm making the payment. The terms toll,
fee, and price have almost the same meaning, that is, they are payments for services
directly enjoyed; and the payment nced not be made unless that particular service 1s
desired.
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should be exempt from the state gasoline tax. The leaders of the
industry did not think that this type of exemption or refund
would be administratively difficult, particularly when applied to
trucks.”

At present, tolls are paid almost entirely by that section of the
trucking industry engaged in long-distance hauling and are lim-
ited largely to the Eastern section of the United States. The local
haulers, it would appear, should benefit from the development
of toll roads, for it should increase the funds available (partic-
ularly if the gasoline tax continues to be collected in the present
manner) to construct and maintain local roads without requiring
the local truckers to make larger contributions.

The attitudes expressed by leaders of the trucking industry
did not reflect the differences that the type of reasoning indicated
above would lead one to expect. The local haulers’ attitude
toward tolls was approximately the same as that of the long-
distance hauler. Also, the attitude of leaders toward tolls varied
little between geographical areas which would indicate that the
attitude of truckers toward tolls remains about the same whether
the truckers are merely contemplating the possibility of paying
them or whether they are actually paying tolls for road use.

The payment for road service through the use of tolls is very
old and was tried in the United States prior to the introduction
of free roads financed with public funds. The basic economic
disadvantage of supplementing highway revenues through tolls
is that they are collected from users of through highways who are
already paying considerably more than the cost of the highway
service used.

The cost per dollar of toll revenue obtained varies depending
upon the amount of travel and the frequency of highway access
that is considered desirable. However, the cost is very apt to be
greater than if the revenues were obtained through the levy of
a tax such as a gasoline tax. The license fee could be used to
reduce collection costs.

The use of tolls has the advantage of flexibility, and the intro-

" The administrative problems would arise largely when the «xemption was also
granted to private vehicles.
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duction of new techniques have greatly reduced collection costs.
It is quite possible that it will be the most just and economically
most desirable way to finance expensive highway construction
that will be of great value to the immediate users of the facility
provided. Examples of this type of highway provision would be
mountain roads that eliminate grades through the use of tunnels
and the like, and through overhead or underground highways to
connect thickly-populated areas. Tolls can be efficiently collected
from users of these types of roads, and the immediate benefit
enjoyed by the user is so great that he is quite willing to pay a
rather substantial charge.

PropPerTY TaAX

The eleventh tax listed is the personal property tax, and the
twelfth is the real property tax. These two taxes are quite similar
in origin and are yet in many areas very similar in the manner
of administration. The attitudes of truckers toward property
taxes vary greatly. The general attitude, however, was one of
apathy. The tax was not considered too great nor was it consid-
ered levied in a manner that hindered the economic functioning
of the trucking industry. Several executives contacted believed
the property tax itself was a bad tax and should be abolished, but
not a single executive thought the tax placed an unfair burden
upon the trucking industry.

It has been argued on occasion that the trucking companies
of the nation should pay a property tax upon the assessed valua-
tion of the portion of the total highway system which could be
allocated to truckers or on the basis of proportional use of addi-
tional construction costs arising from making a highway suitable
for truck use. This, it has been argued, would make the taxes
paid comparable with those assessed upon the railroads.* The
introduction of this idea of allocating the value of public property
to the various private utilizers of the property would constitute a
major revolution in the application of the property tax.

The basis for the assessment of property taxes upon public

¥ Sece Carrter Taxation, particularly pp. 31-32. The rcal property of intercity motor
carriers of property is about 12 per cent of total asscts whereas it is about 50 per cent of
the total assets of railroads.
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property is that the goods and services produced with this prop-
erty are sold in competition with goods and services produced
with the aid of private property that is subject to the property
tax. The highways are considered by some to fall within this
category. The services performed by publicly-owned and prop-
erty-tax-free highways compete with the services provided by
privately-owned and taxable railroad roadbeds. This competition
is considered sufficient to justify either the assessment of property
taxes upon highways or the exemption of railroad roadbeds from
property taxes. The desirability of adopting one of these alter-
natives appears quite just at first glance; further examination
reveals a number of pitfalls.

The users of highways are subject to taxes that are not col-
lected from the users of railroad roadbeds and pipe lines. These
taxes may, in many instances, be considerably more than the
additional taxes arising from the utilization of taxable roadbeds;
in any case, they are substantial and should be included in any
consideration of the problem.

Also, privately-owned roadbeds considered as general purpose
land acquire an increased value along with other property as the
result of the provision of adequate highways; other types of trans-
portation possessing a smaller amount of property will not benefit
as much. In addition, the railroads obtained large quantities of
real estate from the Federal and state governments as grants-in-
aid; the utilizers of highways did not directly participate in similar
gifts. All these factors and a number of others must be included

before an answer can be given to the problem of the taxation of
roadbeds.”

SpeciAL STATE orR LocaL Taxes
The thirteenth item listed in the questionnaire is related to the
special or unusual taxes levied by the particular state in which the
trucking firm does business. The leaders of the industry very
seldom rated these taxes good; however, they were rated fair and
bad with about equal frequency. The tendency among leaders of

See Public Aids to Domestic Transportation by the Board of Investigation and
Research, 79th Congress, 1st Session, House Document No. 159 (Washington, D. C.
U. S. Government Printing Office—1945), for the best analysis of this problem.
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the trucking industry is to consider that unusual taxes levied in
their states place an additional burden upon their particular firms.
They tend to forget about tax rates that may be below average in
their states, or taxes that their states do not levy but which are
levied in many states. '

The leaders of the industry tend to consider new and unusual
taxes levied in other states more desirable than the taxes of their
own states. At the same time the leaders of the industry residing
in states utilizing these unusual taxes tended to consider them
quite undesirable.






CHAPTER V

GEOGRAPHICAL VARIATION IN THE TAXES OF THE
TRUCKING INDUSTRY IN 1945 AND 1946

INTRODUCTION

This chapter is a brief study of the geographical variations in
the taxes borne by the trucking industry in 1945 and 1946. The
data upon which the calculations are based were obtained largely
from the Statistics of Class 1 Motor Carriers for the years ending
December 31, 1945, and December 31, 1946. This publication is
prepared by the Bureau of Transport Economics and Statistics of
the Interstate Commerce Commission.

In addition to the statistical variations noted in taxes collected
in the different geographical areas, this study also includes ref-
erences to attitudes toward taxes expressed by truckers in different
areas, through interview or questionnaire. The attitudes expressed
in this chapter were obtained from the same sources as those
discussed in considerable detail in Chapter IV.

The discussion is developed by relating geographical tax vari-
ations to the expression of tax attitudes of truckers located in
different sections of the country. The two types of information
supplement each other to provide a more complete and accurate
picture of the geographical variation in the taxation of the truck-
ing industry. The geographical variation of attitudes and tax
payments proves very useful in attempting to evaluate the effect
of taxes on the future growth and development of the industry.

The expressions of attitudes which were obtained do not rep-
resent a scientific sample of all truckers in the regions. However,
considerable effort was made to interview or contact by ques-
tionnaire representative truckers in each of the different I. C. C.
regions. The writer gives these expressions of attitudes in the
belief that they express in a tolerably accurate manner the geo-
graphical variation in truckers’ attitudes toward taxes.
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The taxes of truckers in different geographical areas vary
in the percentage of the total obtained from each particular tax
group. The difference in the relative importance of taxes is vital
because (1) there is a variation in the effect of different taxes
upon business decisions and business profits, and (2) the col-
lections from certain taxes are customarily used to directly benefit
highway transportation.

Table 5 shows the percentage of each of the six groups of
taxes used in this analysis to the total taxes levied on Class I motor
commodity carriers throughout the nation by each of the nine
geographical regions. The national average data indicate the
relative importance of each of the different groups of taxes upon
this portion of the transportation industry. The variation in
regional averages depends upon the proportion of each group of
taxes to the taxes paid in that particular area.'

This type of comparison provides a general picture of the
differences in the relative importance of each of the tax groups
in the total tax burden in the different geographical regions. The
first impression gained is that a great overall similarity exists.
Closer examination reveals differences within this pattern which
are of considerable significance: for example, the relatively greater
importance of license and registration fees in the West, the greater
relative importance in the Middle Atlantic and Pacific regions of
the income taxes, and the relatively high gasoline taxes in the
Southern and New England regions. (It must be remembered that
in this type of comparison a high percentage may merely mean
that all other taxes are low and does not necessarily mean a high
rate.)

In this study the tax burden is measured almost entirely by
stating taxes as a percentage of operating revenue. It is believed
that the ratio of taxes to operating revenue is more meaningful
than any other single ratio. The tax-operating revenue ratio is
particularly useful because it shows the portion of the freight
revenue dollar going to taxes and is, in addition, consistent with
the businessman’s point of view that operating revenues constitute
a fund out of which all expenses are to be paid.

' The states included within the diffcrent regions arc hsted in "Table 10.



GEOGRAPHICAL VARIATION IN TAXES

83

ReraTive Tax Burben

Table 5 shows the manner in which the total tax burden was
distributed among the different taxes in each of the different
geographical areas in 1945. Table 6 shows the total tax burden

TaBLE 5—PErcENTAGE DIsTRIBUTION OF SPECIFIED TAXES LEVIED oN Crass I
Mortor Carriers, BY Typrs oF Taxes, By GEocrapHIC RecIONS, 1945

| Gaso- | Vehicle | Real
hine, Licenses| Estate \
Geographical Other and and SSocu'\l Other Income | Total
E . . ccurity | Operating
Region Fuel, | Regis- | Personal T T Taxes | Taxes
and O1l | tration | Property axes axes
Taxes Fees Taxes
Per Cent of Total Taxes
National Average 34.06 23.85 2.56 15.82 8.51 15.20 | 100.00
New England 40.86 15.18 5.73 17.56 7.84 12.83 | 100.00
Middle Atlantic 34.24 16.25 1.52 17.44 7.14 23.41 | 100.00
Central 34.49 23.91 2.90 17.28 6.89 14.53 | 100.00
Southern 44.19 24.27 2.18 12.44 9.34 7.58 | 100.00
Northwestern 36.34 36.02 1.69 16.29 5.08 4.58 | 100.00
Mid-Western 30.44 32.46 3.49 15.78 6.18 11.65 | 100.00
Southwestern 38.09 | 27.25 2.98 12.75 7.94 10.99 | 100.00
Rocky Mountain 27.23 35.27 2.95 13.49 9.28 11.78 | 100.00
Pacific 22.93 27.38 2.33 14.88 14.79 17.69 | 100.00

Source: Calculated from data given in Statistics of
Ended December 31, 1945, Bureau of Transport Economics and Statistics, Inter-
state Commerce Comumission, Statement No. 4714, Washington, D. C., July, 1947.

Class I Motor Carriers for the Year

TabLe 6—ToraL Taxes as A PERceNTAGE oF OPERATING REVENUES, CLass |
Mortor Carrikrs, BY GeoGraPHIC REGIONS, 1945 AND 1946

Per Cent of
Region Opcrating Revenues l’c;‘ Cent of National
verage in 1945
1945 1946
National Average .............. 7.65 2.30 100.00
New England .................. 6.61 6.72 86.50
Middle Atlantic ................ 7.49 6.45 97.96
Central ... ..ooviiiiiiiiiin, 6.28 6.34 82.16
Southern ............oiiiiiun I 867 8.66 113.46
Northwestern .................. " 885 8.15 115.72
Mid-Western  ......oooiinnn... 773 7.69 101.14
Southwestern ... .. [ 8.50 8.37 111.22
Rocky Mountain ............... 9.62 9.38 125.80
Pacfic .oooovviiiiiia., N 9.50 9.07 124.27

Source: Calculated from data given in Statistics of Class 1 Motor Carviers for the Year
Ended December 31, 1945, Bureau of Transport Economics and Staustics, Inter-
state Commerce Commission, Statement No. 4714, Washington, D. C,, July, 1947,
and unpublished Statisties of Class I Motor Catiiers for the Yeur Ended Decem-

her 31, 1946,
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as a percentage of total operating revenue for each of the regions.
The average of the entire nation in 1945 was 7.6 per cent of
operating revenue, and in 1946, 7.3 per cent. This is also the
approximate burden in the Middle Atlantic and Mid-Western
regions. The taxes of truckers are the largest percentage of oper-
ating revenues in the Rocky Mountain and Pacific regions and
the smallest in the Central region. Taxes as a percentage of
operating revenues are below average only in the three North-
eastern regions (New England, Middle Atlantic, and Central).
In 1946, taxes as a percentage of operating revenues were down
slightly from 1945. Exceptions to this general downward drift of
1946 were the New England and Central regions where total
taxes as a per cent of operating revenues were slightly above 1945.

ReLATIVE WAGE AND GASOLINE EXPENDITURES

It is fully realized that the use of the ratio of taxes to operating
revenues does not provide a perfect measure of tax burden. A
principal difficulty is the great variation in the portion of
operating revenues going to labor and to the purchase of fuel
among different types of trucking activity. If labor costs are
great, the relative portion of total taxes arising from social-
security-tax payments increases whereas if fuel expenditures are
great, gasoline and other fuel and oil taxes are relatively expanded.

The importance of this type of cost variation on tax collections

TABLE 7—SALARIES AND WAGEs As A PERCENTAGE oF OPERATING REVENUES,
Crass I MoTor CARRIERs, BY REGIONS, 1945

Region Per Cent of Per Cent of
Operating Revenues National Average
National Average .............. 47.76 100.00
New England ................. 51.67 108.17
Middle Adantic 50.49 105.71
Central ......... 4779 100.05
Southern ........covviiviiiien. 40.64 85.09
Northwestern .....covvvvenenne. 49.28 103.17
Mid-Western ...oooviivenenannns 46.38 97.11
Southwestern .........c.ov0vven. 43.46 90.99
Rocky Mountain ............... 42.16 88.27
Pacific ..vvivininenniininneennnn 49.54 103.71

Source: Calculated from data given in Statistics of Class 1 Motor Carriers for the Year
Ended December 31, 1945, Bureau of Transport Economics and Statistics, Inter-
state Commerce Commission, Statement No. 4714, Washington, D. C., July, 19047.



GEOGRAPHICAL VARIATION IN TAXES 85

is much greater when the tax burden is compared on the basis
of the type of trucking activity than it is on the basis of the type
of comparison made in this chapter. (See Appendix B for a com-
parison of type of trucking activity.) Each geographical area
contains a variety of trucking operations; this partially cancels
geographical variation due to different types of trucking.

Table 5 bears out this observation. Table 7 shows the relative
unimportance of regional variation in salaries and wages as a
percentage of operating revenues. The data show salaries and
wages, however, to be relatively slightly more important in the
thickly-populated areas of the nation. This arises largely from the
shorter hauls in these areas and because wages tend to be slightly
higher where the population density is greater. If the hauls are
short, a larger portion of operating revenues arises from loading
and unloading charges; this is largely labor cost.

The variation in gasoline tax payments among geographical
areas is much greater than that in social-security-tax payments.
(Social-security-tax payments are largely determined by wage pay-
ments.) This greater difference exists because, in the areas where
hauls are longer, and where, as a result, a larger portion of oper-
ating revenue arises from hauling activity, the state gasoline tax
rates are also higher. Therefore, the variation in gasoline taxes
does not arise entirely from a difference in the type of trucking
activity as would be the case of social-security taxes with their
largely uniform rates, but rather is caused partly by regional dif-
ferences in tax rates.’

RELATIVE PROFITABLENESS

The average regional profits of motor commodity carriers are
a smaller percentage of operating revenues in the areas where
taxes are the greatest. This inverse relationship between profits
and taxes is clearly shown in Table 8. However, a number of
exceptions can be noted, particularly the very high profits and

*In 1945, gasoline, other fuel, and oil taxes were 1.05 per cent of the operating
revenues of the 50 Class I houschold-goods carriers and 4.34 per cent (400 per cent
greater) of the operating revenues of the 1or petroleum carriers. Social-security taxes
were 0.65 per cent of the operating revenue of Class I household-goods carriers and 0.90
per cent of the operating revenues of the petroleum carriers.
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TaBLE 8—VARIATIONs FROM THE NATIONAL AVERAGE IN OPERATING PrOFITS
, AND OPERATING TaxEs As PERCENTAGES oF OPERATING REVENUES,
Crass I Motor Carriers, BY REGIONS, 1945

Operating Taxes Operating Profits
Region as Per Cent of as Per Cent of

National Average National Average
National Average .............. 100.00 100.00
New England ................. 88.92 153.19
Middle Atanuc ................ | 88.49 158.94
Central ...........cocvvininnn. | 82.81 136.58
Southern ............c.ccviennn 123.66 , 08
Northwestern .................. 130.22 ! 73.70
Midwestern .................... 105.39 | o8
Southwestern .................. 116.75 204.28
Rocky Mountain ............... 130.88 140.87
Pacific ...ovviiniiiiiiiininnn.. 120.63 15.39

8The zero given for the Southern and Midwestern regions ariscs because the Class [
Commodity Motor Carners 1n these two regions experienced a net operating loss.

Source: Calculated from data given in Statistics of Cluss 1 Motor Carriers for the Year

Ended December 31, 1945, Burcau of Transport Economics and Statistics, Inter-

state Commerce Commission, Statement No. 4714, Washington, D. C., July, 1947.

rather high taxes relative to the national average existing in the
Southwestern region.

The inverse relationship between taxes and profits tends to
suggest that high taxes cause low profits. However, it must not
be forgotten that profits result from many factors other than the
amount of total taxes. A positive rather than inverse relationship

TasLe g—GasoLINE, OTHER FuiL aNp OiL Taxes As A PERCENTAGE oOF
OpErATING REVENUES, CLAss I MoTor CARRIERS, BY REGIONS, 1945 AND 1946

Per Cent of Per Cent of
Region Operating Revenues National Average
1945 1946 1945 1946
National Average .............. 2.60 2.41 100.00 100.00
New England ................. 2.70 2.40 103.76 99.66
Middle Atlantic ................ 2.56 2.35 98.47 97.80
Central ...ovvvivnivineeennnnnn. 2.17 1.94 83.18 80.64
Southern .......covvvivinnennnn 3.83 3.60 147.21 149.86
Northwestern ..........covvuuen. 3.22 3.06 123.48 127.22
Mid-Western ............ e 2.35 2.30 90.40 95.66
Southwestern .................. 3.24 3.18 124.36 132.26
Rocky Mountain ........... 2.62 2.43 100.55 101.12
Pacific covviveininrnnnnnennnnns 2.13 2.10 83.68 87.27

Source: Calculated from data given in Statistics of Class 1 Motor Carriers for the Year
Ended December 31, 1945, Bureau of Transport Economics and Statistics, Inter-
state Commerce Commission, Statement No. 4714, Washington, D. C., July, 1947,
and unpublished Statistics of Class I Motor Carriers for the Year Ended Decem-
ber 31, 1946.
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would be forecast if it were assumed that taxes on profits were
a relatively important portion of the total tax burden. The infer-
ences which could be made between taxes and profits would be
much more important if it could also be assumed that all things
other than taxes were equal in the various geographical areas;
however, this assumption cannot be made.

TasLe 10—GasoLINE Tax RaTes, By StaTEs, 8y 1. C. C.
GeoGrapHICAL GROUPINGS, 1945

. Cents per . Cents per
Region Gallon Region Gallon
1. New England Region 5. Northwestcrn Region
Connecticut ...vviviannn. 3 Michigan (upper peninsula) 3
Mame ....oovviiiiininn.. 4 ! MiInnesota «ovevevinaiann. 4
Massachusetts ............ 3 | North Dakota ........... 4
New Humpshire ......... 4 ! South Dakota ........... 4
Rhode Island ............ 3 Wisconsin . ...oovvviann. 4
Ycrmont ............... 4 6. Mid-Western Region
2. Middle Atlantic Region TOWR «vveeee e, 4
Delaware .....coovvvnn... 34 Kansas ......coivevnnnnn 3
District of Columbia . .... 3 MISSOUMN + v vvvivnnreennn 2
Maryland . .............. 4 Ncbraska .......ooovunt. 5
New Yore /10 3 | 7 Sourhwester Region ,
Pennsylvania o..o.un..... 4 Arkansas... .........o... 6%
West Virginia ........... 5 Lowsstana ............... 7
Central R Oklahoma .............. 7%
3 (l,;lm' cgion TEXAS v v vt vveninnenines 4
ndiana .....0..0 00§ |8 Rocky Mountan Region
Michigan (lower peninsula) 3 Colorado ................ 4
Ohio ...oovvvvvviinnn.n. 4 Idaho ............ccli, 6
. ., . Montana ........covuvennn 5
4 Southern Region New MeXico «vovvvnnrenn. 5
Alabama ............... 6 Utah oeeroeoeeenn, 3
l“lundg ................. 7 WYOmIng . ...ooveennnnn. 4
Georgia .....oovviiiinnn 6 . .
Kentucky ............... s 9. Pacific Region
MIssissippl . oo vvuinennnns 6 Anzona ......oiiiiiieen. 5
North Carolna .......... 6 Calfornia .........co00n. 3
South Carolina .......... 6 Nevada ovveninnnann, 4
Tennessee o ..o oviviiann. 7 Oregon ..o vviiieiininens 5
Virginia ........o0vueunn 6 Washington . ............ 5

Source: Public Finance of Awr Transportarion by Richard W. Lindholm (Burcau of Busi-
ness Rescarch, The Ohio State University, Columbus, Ohio. 1948), p. 59.

An example of a geographic variant that affects both the
profitableness of trucking and the taxes paid is the difference in
population density. As previously mentioned, where the popula-
tion is more dense a larger portion of trucking activity is local



88 TAXATION OF THE TRUCKING INDUSTRY

hauling. This is also the portion of trucking activity which bears
relatively low gasoline taxes (because the distances traveled are
not great), and which makes relatively high profits. (Tables g
and 12.) This geographical difference in type of trucking activity
1s certainly part of the reason for the relatively low taxes and high
profits in the New England and Middle Atlantic regions. Never-
theless, this does not explain the high profits and low taxes of the
Central region where all types of trucking are highly developed,
or in the Southwestern region which is sparsely populated and
where long-distance hauling is important.

The conclusion which can be drawn from the data in Table 8
is that taxes tend to be low in the areas where profits are high.
Also, the taxes on profits are not of sufficient relative importance
in this industry to cause a substantial increase in taxes paid when
profits of one region are substantially higher than those of another
region. For example, in 1945, the taxes in the Southern region
where all carriers experienced a net loss were a greater portion of
operating revenues than in the Southwestern region where profits
were the highest of the entire nation.

The results of interviews and questionnaires completed in the
Southern and Southwestern regions show the effects upon the tax
attitudes held by the owners of trucking firms of the great differ-
ence in profitableness of trucking operations in the two regions.
In the Southwest, where the profits of truckers are relatively very
high, 75 per cent of the owners contacted considered the corporate
and individual income taxes undesirable. Several truckers in the
Southwest considered income taxes the most undesirable type of
tax. In the Southern region, 75 per cent of the owners contacted
considered income taxes a good or fair tax, and none considered
these taxes the least desirable. In the South, where trucking
activities are not very profitable, taxes increasing costs are con-
sidered very bad; whereas in the Southwest where profits are
high, the income tax is considered much less desirable than in
the South.

The attitude of truckers toward the income taxes and other
taxes are discussed in greater detail in Chapter IV.
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FueL Taxes

Table g shows that fuel taxes paid by truckers as a percentage
of operating revenues are highest in the South, with the South-
west and Northwest following close behind. This difference is
partly determined by the type of trucking operation and the
population density; however, relative gasoline tax rates are also
important.

The gasoline tax rates of the states of the various regions are
shown in Table 11. The state gasoline tax rates are definitely

TasLe 11—FUkL aNDp OiL Taxes as A Per Cent
or OPERATING REVENUES, 1945

Tax 50 Houschold- 101 Petroleum 30 Motor
Goods Carriers Carriers VehicleCarriers
Gasoline, Other Fudl, ‘ % % %
and Oil Taxes ......... ! 1.0497 4.33605 4.0528
Source: Caleulated from data provided by the Amenican Trucking Association, Septem-

ber 25, 1947.

higher in the Southern and Southwestern regions. In addition to
the state gasoline taxes in the South, local gasoline taxes are quite
common, which, of course, increased the tax burden of motor
carriers of property.

In 1945, the gasoline taxes at 83 per cent of the national aver-
age were lowest in the Central and Pacific regions; in 1946, the
gasoline taxes of the Central region became the lowest. The low
gasoline taxes in the Pacific region are to a considerable extent
counterbalanced by the greater miscellaneous taxes paid as indi-
cated in Table 16; this, however, is not the case in the Central
region.

The attitude of truckers toward the state gasoline tax appears
to be closely related to the prevailing rates and to the burden of
the tax as a percentage of operating revenues. For example, the
tax is generally considered less desirable in the Southern than in
the Central region.

Not a single trucker interviewed or contacted by questionaire
in the Southern region considered his state gasoline tax desirable,
while the majority of truckers in the Central region considered
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the state gasoline tax a good tax. In the Southern region, the
Federal gasoline tax was considered a better tax than the state
gasoline tax, whereas in the Central region, state gasoline taxes
were definitely preferred over Federal gasoline taxes. None of the
truckers in the Southern region or in the Central region con-
sidered the tax the least desirable levied, but a number of truckers
in the Central region considered the gasoline taxes the most
desirable levied on the industry. None of the truckers contacted
in the Southern region agreed with this attitude.

TasLe 12—LocaL anp LoNg-DistaNnce TRUCKING AcCTIVITY
IN SELECTED REGIONS, 1945

OPERATING REVENUES

NuMBER OF CARRIERS (In Millions)
Region Local Car- Local Car-
Tolt'al Izct:} riers as a All Local riers as a

Ca?riers Carriers Per Centof | Carriers | Carriers | Per Cent of

all Carriers all Carriers
Central Region 463 115 l 24.84 $261 $18 14.56

Southern !

Region .... 161 9 5.59 86 2 2.32
Pacific Region 222 76 | 34.23 114 33 29.01

Source: Calculated from data given in Statistics of Cluss I Motor Carriers for the year
ended December 31, 1945, Burcau of Transport Economics and Statistics, Inter-
state Commerce Commission, Statement No. 4714, Washington, D. C., July, 1947.

The fuel tax burden varies with the type of trucking activity
as well as with the geographical area. Table 11 indicates the
variation in the gasoline tax burden of three specialized com-
modity motor carrier operations. (See appendix B for a more
detailed analysis.) The relative unimportance of the gasoline tax
to household-goods carriers is the expected relationship.

Another factor affecting the importance of fuel taxes is the
relative importance of long- and short-distance hauling. In the
more densely populated areas, the portion of long-distance haul-
ing in relation to short-distance hauling decreases. This relation-
ship is indicated very clearly when the data in Table g are
combined with those in Table 12 which gives the total number
of carriers and the number of local carriers in the Central, South-
ern, and Pacific regions. The fuel taxes are comparatively high
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in the Southern and low in the Central and Pacific regions, and
the amount of local motor carrier activity is much more important
in the Central and Pacific regions than in the Southern region.
The high gasoline tax rates and the small amount of local hauling
combine to raise the Southern gasoline tax burden considerably
above the average for the nation.

The gasoline tax gives a false impression of equality. The fact
that the tax is an equal number of cents per gallon of gasoline
does not mean that the burden of the tax is equally distributed.
This is true whether equality is measured on the basis of tax
power unit, miles traveled, or profits made. If low test gasoline
is purchased, the tax is a greater percentage of the purchase price,
and the tax per unit of heat or power is greater than if high test
gasoline were used. A trucker carrying a cargo that bears a high
tariff, for example, motion picture film, pays a smaller percentage
of revenue for gasoline tax than a hauler of low tariff bulky
commodities.

VEHIcLE Licenses AND REGIsTRATION FEES

The second most important group of operating taxes as a per-
centage of operating revenues in 1945 and 1946 was that of vehicle
licenses and registration fees. The analysis here is concerned
primarily with the geographical variation in these revenue sources,
and other causes of variation will be discussed only to the extent
that they modify what might at first appear to be an entirely
geographically determined variation.

Table 13 shows the geographical variation in the burden of
vehicle licenses and registration fees upon all Class I commodity
motor carriers in 1945 and 1946. In 1946, vehicle licenses and
registration fees decreased as a percentage of operating revenues.
The drop in this ratio occurred in all regions, except the Southern
region.

The Southern region which in 1945 was 47.21 per cent above
the average in the case of fuel taxes was also above average in the
case of vehicle licenses and registration fees, but only by 15.46
per cent. It was in the Rocky Mountain and the Northwestern
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TasLE 13—VEHICLE LicENses AND RecisTrATION FEES As A PERCENTAGE oF
OpERATING REVENUES, CLAss | MoTor CARriERs, BY REGIONS, 1945 AND 1946

Per Cent of Per Cent of
Region Operating Revenues National Average

1945 1946 1945 1946
National Average ........... 1.82 1.70 100.00 100.00
New England .............. 1.00 0.87 55.07 51.09
Middle Adantic ............. 1.22 1.13 66.77 66.38
Central ............couune. 1.50 1.41 82.38 82.91
Southern ........covuvina... 2.11 2.11 115.46 123.92
Northwestern ............... 3.19 2.89 174.78 169.46
Mid-Western ............... 2.51 2.14 137.67 125.75
Southwestern ............... 2.32 2.07 127.10 121.19
Rocky Mountain ............ 3.39 3.37 186.06 197.57
Pacific ....oovvviiinnninnnn, 2.60 2.51 142.66 147.33

Source: Calculated from data given in Statistics of Class 1 Motor Carriers for the year
ended December 31, 1945, Bureau of Transport Economics and Statstics, Inter-
state Commerce Commussion, Statement No. 4714, Washington, D. C., July, 1947,
and unpublished Statistics of Class | Motor Carriers for the year ended December

31, 1946.
regions that the burden of the vehicle licenses and registration
fees was the greatest. The burden was the least in New England
where it was but 55 per cent of the average of all regions.

The results of the interviews and questionnaires completed by
truckers in the regions having high vehicle licenses and registra-
tion fees does not indicate a belief that this type of tax is partic-
ularly bad despite the relatively high rates. Actually, the truckers
of New England where vehicle licenses and registration fees as a
percentage of operating income are the lowest in the nation are
much more opposed to this type of tax than the truckers of the
Rocky Mountain and the Northwestern regions where the tax is
relatively high. None of the truckers contacted considered this
the most desirable method of raising revenue, but none of them
considered it the worst tax now paid by truckers. In New Eng-
land, where the tax is relatively very low, over half of the truckers
contacted considered the tax bad, whereas in the Rock Mountain
area, where the tax is relatively high, most truckers rated the tax
as fair.

- Next to the income tax, vehicle licenses and registration fees
can be made to vary most closely with profits. This possibility has
not been utilized in the United States.
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ReAL EstaTE AND PERsONAL ProPERTY TAXES

Real Estate and personal property taxes are, as was indicated
in Table 5, the least important of the tax groups analyzed here.
Relatively, this source of revenue has become of less importance
throughout the nation. The variation in collection from region to
region shows to some extent the total relative importance which
the tax retains in different parts of the nation. Also, this tax is
apt to be greatest where storage and warehouse activities are
closely associated with the movement of goods.

TABLE 14—REAL EsTATE AND PERSONAL PROPERTY TAXES As A PERCENTAGE OF
OpEraTING REVENUES, CLAss I MoTor CarriErs, BY REGIONS, 1945 AND 1946

Per Cent of Per Cent of
Region Operating Revenues Natonal Average
1945 1946 1945 1946
National Average ........... .20 .20 E 100.00 100.00
New England .............. 38 ! 39 ¢ 19371 195.66
Middle Atlantic ............. .11 ! 12 l 58.05 59.38
Central ......covvvvvnnnenas a8 ! a8 93.20 92.18
Southern ..........ovvvvnnn. a9 2t | 96.47 104.09
Northwestern ............... 15 ‘ .16 i 76.29 78.56
Mid-Western ............... 27 24 1 13781 121.49
Southwestern ............... .25 24 129.69 121.80
Rocky Mountain ............ .28 .30 | 144.81 152.72
Pacific ...oovvvinninnnnnnnn. 22 .23 112.93 115.74

Source: Calculated from data given in Statistics of Class 1 Motor Carriers for the year
ended December 31, 1945, Bureau of Transport Economics and Statistics, Inter-
state Commerce Commussion, Statement No. 4714, Washington, D. C., July, 1947,
and unpublished Statstics of Class I Motor Carriers for the year ended December
31, 1946.

Table 14 indicates that real estate and personal property taxes
as a percentage of operating revenues were relatively greatest in
the New England, Mid-western, and Rocky Mountain regions,
and smallest in the Middle Atlantic region. These taxes as a per-
centage of operating revenues were substantially unchanged in
1946 from 1945 in the country as a whole; they were a slightly
smaller portion of operating revenues in 1946 than in 1945 in the
Central, Mid-Western and Southwestern regions, and a slightly
larger portion in all other regions.

The property tax is rated by New England truckers as a fair
(not good, not bad) tax, even though, or as a result of this atti-
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tude, the tax in New England in 1945 was 94 per cent above the
average for all regions. The attitude of truckers in the North-
western and Middle Atlantic regions where the tax is relatively
low was approximately the same as that of New England truckers.
Occasionally, a trucker in each of the different regions expressed
violent opposition to the tax because it bore such a small relation-
ship to taxpayer ability or taxpayer use of government-provided
facilities.

SociaL SecurrTy TAXEs

Social security tax rates are more nearly uniform throughout
the nation than are the three groups of taxes previously discussed.
The payment rates for old-age and survivors insurance are iden-
tical in all areas of the nation, and the variations in unemploy-
ment compensation rates are not great.

Social security tax payment variations are largely due to differ-
ences in the percentages of total expenditures going to labor and
also partially to different salary levels. This latter factor has an
effect because social-security tax payments are made only on the
first $3,000 of annual wage. If many salaries are above this level,
social security taxes will decrease as a portion of operating rev-
enues, even though salaries and wages are a constant portion of
operating revenues. This would tend to decrease the importance
of social security taxes in the high-wage areas, for example, Pacific
and Middle Atlantic regions. In 1946, social security taxes, like
gasoline taxes and licenses and fees, were a smaller portion of
operating revenues than in 1945. Social-security tax payments
were lower in 1946 than in 1945 in all the regions of the Interstate
Commerce Commuission.

The very low regional percentage of variation from the
national average shown in Table 15, when compared with the
variation shown by the three previous taxes, highlights the impact
of the varying state tax rates. The higher social security taxes of
the West are due to a relatively more liberal unemployment
compensation legislation in that area, and the rather larger por-
tion of trucking activity that is local. (See Table 12.)

In the case of social-security taxes, the lowest region in 1945
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TaBLE 15—SocIAL SECURITY TAXES As A PERCENTAGE OF OPERATING
Revenug, Crass I MoTor CARRIERS, BY REGIONS, 1945 AND 1946

Per Cent of Per Cent of
Region Operating Revenues National Average

1945 1946 1945 1946
National Average ........... 1.21 1.09 100.00 100.00
New England .............. 1.16 112 96.01 102.34
Middle Atlantic ............. 1.31 bonas 108.01 : 114.98
Central ..........oovvuun.n. 109 09I 89.73 | 83.43
Southern ................... 1.08 ; 1.00 89.21 91.43
Northwestern ............... 1.44 i 0.92 119.17 84.11
Mid-Western ............... 1.22 | 1.02 100.89 93.11
Southwestern ............... | 108 | 106 89.62 97.52
Rocky Mountain ............ ! 1.30 i 1.23 107.32 112.84
Pacific v.vvvvvininnnnennn. ‘ 1.41 ! 1.36 116.93 124.32

Source: Calculated from data given in Statistics of Class 1 Motor Carriers for the year
ended December 31, 1945, Burcau of Transport Economics and Statistics, Inter-
state Commerce Commission, Statement No. 4714, Washington, D. C., July, 1947,
and unpublished Stanistscs of Class 1 Motor Carriers for the year ended December
31, 19.46.

was only 11 per cent below the average, and the highest region
was 19 per cent above the average for a total variation of only
30 per cent. In the case of gasoline, other fuel, and oil taxes, the
variation was 64 per cent; vehicle licenses and registration fees,
131 per cent; real estate and personal property taxes, 136 per cent;
other operating taxes, 159 per cent; and income taxes, 116 per cent.
This small relative variation in social security tax payments arises
from rate uniformity and from the relatively constant portion of
operating revenues spent for wages in the different regions.

OTtHER OPERATING TAXES

The “other-operating-taxes” category includes a group of mis-
cellaneous taxes. The major portion of the total amount arises
from various state sales taxes and also from special Federal taxes
upon trucks and truck parts. The reasons for differences from
region to region are the tremendous variations in state and local
taxes assessed upon business enterprises. However, regional var-
iations in type of truck activity also have an effect. Long-distance
hauling requires the purchase of more tires and parts (subject to
special Federal taxes) than does local hauling. This, however,
does not explain the importance of this type of tax in the Pacific
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region. This high rate in the Pacific region is explained by the
special state ton-mile and transportation taxes applied in this area.
The national average of these taxes was lower in 1946 than in
1945; however, a slight increase was shown in the New England
and Pacific regions (Table 16).

TaBLE 16—OrHER OPERATING TAXES As A PERCENTAGE OF OPERATING
Revenues, Crass [ Mortor CARrIERs, BY REGIONS, 1945 AND 1946

Per Cent of Per Cent of
Region Operating Revenues National Average
1945 1946 1945 1946
National Average ........... .65 .61 100.00 100.00
New England .............. .52 .54 79.69 88.01
Middle Atantic ............. .53 .49 ! 82.23 80.79
Central ......ovvvvvnnnn... .43 .40 : 66.53 65.44
Southern ................... 81 : 66 124.60 108.26
Northwestern ............... .45 . .40 . 69.05 65.37
Mid-Western ............... .48 .46 : 73.48 75.46
Southwestern ............... .68 66 | 103.78 . 108.83
Rocky Mountain ............ .89 81 ! 137.22 | 133.64
Pacific .........covvviin.., 1.40 1.42 | 215.99 ] 233.92

Source: Calculated from data given in Statistics of Class I Motor Carriers for the year
ended December 31, 1945, Burcau of Transport Economics and Statistics, Inter-
state Commerce Commission, Statement No. 4714, Washington, D. C., July, 1947,
and unpublished Statistics of Class 1 Motor Carriers for the year ended December

31, 1946.

The truckers contacted in the Pacific region were not enthusi-
astic about the special gross-receipt and ton-mile taxes assessed.
Almost every trucker contacted believed these taxes bad; a num-
ber of truckers considered them to be the worst taxes paid, even
worse than the Federal taxes on equipment which are generally
considered the most undesirable taxes paid by the industry. The
gross-receipts tax is not used in the New England region. A
number of New England truckers contacted indicated a belief
that it would be very desirable to introduce the tax in their area.
This is perhaps not much more than another example of seeing
the grass on the other side of the fence as being the greener.

INcoME TAXEs

The major portion of income taxes paid are Federal income
taxes and are therefore uniform throughout the nation. The
amount paid is determined by the profitableness of the under-
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taking and by the type of business organization. The income
taxes reported here are corporate income taxes. Thirty-three states
assess corporate income taxes at moderate rates, and thirty-one
states collect an individual income tax, also with moderate rates.
The individual income taxes are not included in these ratios.
Income taxes as a percentage of operating revenues were greater
in 1946 than in 1945 despite a reduction in Federal corporate tax
rates. Only in the Middle Atlantic and Pacific regions were the
income tax ratios lower in 1946.

TasLe 17—INcoMe Taxes as o PERCENGAGE oF OPERATING REVENUE,
Crass I Motor CarriErs, BY RECIONS, 1945 AND 1946

Per Cent of Per Cent of
Region Operating Revenues National Average
1945 1946 1945 1946
National Average ........... 1.16 1.29 100.00 100.00
New England .............. 85 1.41 : 72.98 108.86
Middle Atlantic ............. 175 | 1.1 . 15083 85.56
Central .................... 91 : 1.49 ! 78.51 115.51
Southern ...........covuunn. 66 1.09 56.60 83.94
Northwestern ............... 41 ' 73 34.84 56.29
Mid-Western ............... .90 | 1.53 ' 77.47 ' 118.08
Southwestern ............... 93 i 1.15 ! 80.38 89.15
Rocky Mountain ............ 1.13 | 1.24 . 97.45 95.54
Pacific ....ovvvvvnnnininnnn, 1.68 1 1.46 |  134.58 112.49

Source: Calculated from data given in Statistics of Class 1 Motor Carviers for the year
ended December 31, 1945, Bureau of Transport Economics and Statistics, Inter-
state Commerce Commussion, Statement No. 4714, Washington, D. C., July, 1947,
and unpublished Staristics of Class | Motor Carviers for the year ended December
31, 1946.

Because income taxes paid are determined by profits, the
amount paid in other taxes partly determines the amount of
income tax. High operating taxes in a region should be partially
reflected in reduced income taxes. However, the tendency in this
direction would not appear to be much greater in the case of tax
expense than for other expenses—such as expenditures for wages
and fuel. The high profits in the Southwestern region as a per-
centage of operating revenues are perhaps partly explained by the
availability of fuel and by an unorganized labor supply.

The amount of income taxes paid is not always greatest in the
region where the profits are greatest. This can be seen by com-
paring Table 8 with Table 17. For example; the profits of the
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Northwestern region were 74 per cent of the national average
(three regions had average profits below this level), and the
income taxes paid were 34 per cent of the National average
(which was the lowest). The profits of the Southwestern region
were 104 per cent above the national average, but income taxes
were but 8o per cent of the national average.*

The profit data in Table 8 are based upon operating profits,
whereas the income tax paid is determined on the basis of total
profits. This, for example, explains part of the great difference
between the income taxes paid in the Middle Atlantic and Central
regions where the portion of the industry organized as corpora-
tions and where operating profits as percentages of operating
revenues are approximately the same; however, the average size
of firm is much smaller in the Middle Atlantic region which has
some effect. Despite this, nonoperating or non-carrier profits in
the Middle Atlantic region were over five times as great as those
of the Central region.®

Other less important causes of this variation are the prev-
alence of state income taxes and the average size of the trucking
firms of the area. The size of the trucking firm also influences
the type of organization. Where the trucking firms are large, the
portion of activity conducted through corporations is great. This
is an important cause of the higher income taxes in the more
thickly-populated and industrial regions. For example, in the
Middle Atlantic region where income taxes are relatively the
highest as a percentage of operating revenues, the trucking com-
panies are 24 per cent larger, as determined by the size of the
operating revenues, than the average of the nation.’

* See this discussion on pp. 85-92 for the causes of this variation.

® Non-carriers profits of Middle Atlantic Class I carriers in 1945 were $3,967,190
and those of the Central region were $704,741. The total carrier revenues and carrier
profits were grcater in the Central than in the Middle Atlantic region.

® Calculated from data given in Statisties of Class 1 Motor Curriers for the Year
Ended December 31, 1945, Burcau of Transport Fconomics and Statistics, Interstate Com-
merce Commission, Statement No. 4714, Washington, D. C,, July, 1947.

Appendix A, Tables 9 and 10, contains ratios of taxes to operating revenues by type
of trucking service for all the Interstate Commerce Commission regions.
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Mortor Carrier Tax anp FinanciaL DaTa By Recions

TasLe 1—Numser oF Crass I MoTor CARRIERS OF PROPERTY,

BY REGIONS, 19401946

Region 1940 | 1941 | 1942 | 1043 | 1944 | 1945 | 1946 | 1949
Number

New England ...... 112 129 132 137 153 168 178 243
Middle Adantc .... 288 326 344 401 462 515 567 708
Central ............ 296 314 330 366 426 463 475 632
Southern .......... 96 105 111 127 152 161 179 250
Northwestern ...... 45 51 55 61 78 86 8s 113
Mid-Western ....... 64 72 75 78 97 104 114 185
Southwestern ....... 83 89 92 109 135 150 | 156 197
Rocky Mountain . ... 20 22 27 30 38 41 45 71
Pacific ............ 116 125 149 168 193 222 246 329
Total ......... 1,120 | 1,233 | 1,315 | 1,477 | 1,734 | 1,910 | 2,045 | 2,728

Source: 1940 through 1946—calculated from Statistics of Class 1 Motor Carriers, Inter-
state Commerce Commission, Bureau of Transport Economics and Statistics;
1949—American Trucking Association data.

TaBLE 2—OPERATING REVENUES oF CLass | MoTor CarRIERs OF PROPERTY,

BY REGIONS, 19401946

Region 1940 1941 1942 1943 1944 | 1945 1946
Millions of Dollars

New England .... | $ 387 | $ 549 | $ 570 | $51.6| 8563 8%622]8% 9737
Middle Atlantic ... 97.8 127.7 141.3 154.7 194.2 | 2177 255.5
Central .......... 169.2 221.4 214.7 | 233.7 255.2 261.1 322.8
Southern ......... 47.3 63.5 76.1 94.1 81.7 8s5.5 94.5
Northwestern ..... 16.3 21.5 25.5 30.7 37.0 39.8 48.7
Mid-Western . .... 24.4 31.3 33.5 40.3 44.3 45.8 58.2
Southwestern ..... 30.0 39.1 42.3 56.5 65.5 74.0 83.7
Rocky Mountain .. 6.7 9.8 13.3 14.7 17.9 20.3 26.2
Pacific ......ou0e 39.8 52.2 69.2 90.2 | 103.6 [ 113.6 132.0

Total ........ | $470.2 | $621.5 | $673.0 | $766.5 | $855.7 | $920.0 | $1,095.1

Source: Calculated from Statistics of Class 1 Motor Carriers, Interstate Commerce Com-
mission, Bureau of Transport Economics and Statistics.

101
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TasLe 3—OPERATING Taxes AND Licenses as A PEr CENT oF OPERATING
Revenugs, Crass I MoTor CarriERs OF PROPERTY, BY REGIONS, 1940-1948

Region 1940 | 1941 | 1942 | 1943 | 1944 | 1945 | 1946 | 1947 | 1948%
Per Cent of Operating Revenue

New England ....... 6.81| 6.51| 6.09| 6.03| 5.93| 5.76| 531| 4.85| 4.80
Middle Atlantic ..... 6.46| 6.26| 587! 584 5.80| 5.74| 535 4.52| 4.37
Central ....... e 596 | 594! 5.42| 5.34] 5.33| 5.37| 484 4.25] 3.52
Southern ........... 10.58 | 10.02| 9.09| 8.35| 7.93| 8.02| 7.58| 6.57] 6.02
Northwestern ....... 8.95| 8.97| 876| 8.58| 8.38| B.44| 7.42| 6.01| 5387
Mid-Western ........ 2.66| 7.68| 7.28| 7.02| 6.97| 683| 6.16| 5.86]| s5.21
Southwestern ........ 8.44| 8.44| 8.26| 7.35| 7.30| 7.57| 7.21| 6.38| 5.60
Rocky Mountain ..... 9.23 | 10.16 | 9.00| 8.44| 8.57| 8.48| 8.15| 6.96] 6.62
Pacific ............. 9.02| 871 | 8.a2| 792 7.60| 7.82| 7.62| 7.04] 7.02
All Carriers ..... 7.26| 7.12| 6.73| 6.56| 6.44| 6.48| 6.01| 527 4.81

a First Quarter of 1948.

Source: Calculated from Statistics of Class 1 Motor Carriers, Interstate Commerce Com-
mission, Bureau of Transport Economics and Statistics; 1947 and 1948—calcu-
lated from data obtained from publications of the American Trucking Association.

TaBLE 4—INcoME Taxes as A PEr CENT oF OPERATING REVENUES,
Crass I MoTor CARRIERs OF PROPERTY, BY REGIONS, 1940-1948

Region I 1940 | 1941 | 1942 | 1043 | 1944 | 1945 | 1946 | 1947 | 19482
Per Cent of Operaung Revenue

New England ....... 86| 1.90| 3.04| 1.40| 1.19 84| 141 151 121
Middle Adantic ..... 63| 1.02| 1.83] 259 2.57| 1.75| ra1| 1.49| 1.23
Central ............. 1.28]| 1.55| 1.80| 1.49| 1.45 91| 1.49| 1.38| 1.67
Southern ........... r.yo| 1.33| 2.46| 1.28] 1.04 66| 1.09| 1.54( 2.54
Northwestern ....... 78| 1.08| 1.90| 1.49 76 .41 73 93| 1.05
Mid-Western ........ 55| 1.13| 1.65| 1.56| 1.23| .90| 1.53| I.44| .94
Southwestern ........ 1.26| 1.86| 434 3.42| r.27| 93| 1as5| 1.80] 2.04
Rocky Mountain ..... .17 91| 5.65| 6.04| 2.53| 1.13| 1.24| 2.34| 2.60
Pacific ............. 1.14| 1.87| 452| 4.14| 3.50| 1.68]| 1.46| 2.10| 2.20
All Carriers ..... 1.02| 1.45| 2.49| 2.23] 1.87| 1.16| 1.29| 1.55| 1.64

* First Quarter of 1948.

Source: Calculated from Statistics of Class I Motor Carriers, Interstate Commerce Com-
mission, Bureau of Transport Economics and Statistics; 1947 and 1948—calcu-
lated from data obtained from publications of the American Trucking Association.
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Tasre 5—OPERATING ProriTs As A Per CENT OF NET WoRTH,® ClaASS I
Moror Carriers oF PROPERTY, BY REGIONS, 1940-1046

Region 1940 | 1941 | 1942 | 1943 | 1944 | 1945 1946
Per Cent of Net Worth

New England ..... | 17.44 | 32.21 34.90 13.61 10.12 5.34 23.31
Middle Adantic ... | 12.85 | 1872 | 20.45 | 1408 | 11.30 4.26 14.20
Central ........ . 32.62 | 3514 | 25.23 17.38 | 16.81 5.94 2872
Southern ....... .| 2603 | 26.41 24.59 312 7.69 | —s.04¥| 18.74
Northwestern . .... 16.63 | 18.11 21.67 18.79 9.59 332 17.17
Mid-Western .. .... 2017 | 22.22 | 20.79 11.78 433 | —.96°| 1977
Southwestern . .... 16.96 23.92 33.70 29.93 14.07 6.14 14.05
Rocky Mountain ... | 19.64 | 23.02 | 36.42 | 24.65 10.02 477 16.36
Pacific ........ oo | 1165 13.27 | 22.68 18.38 11.75 .37 6.37
All Carriers ... | 19.77 | 24.01 25.04 | 16.11 12.10 3.32 17.70

2 Net worth 1s the sum of corporate captal stock, noncorporate capital, and unappropri-
ated surplus (earned and uncarned). The profits are stated at a mimmum, because
“‘ending” net worth, i.c., as at the end of each ycar, was used, as reported by the carriers.

b Loss.

Source: Calculated from Statistics of Cluss 1 Motor Carriers, Interstate Commerce Com-
mission, Burcau of Transport Economics and Statistics.

TasLe 6—NeT WortH of Crass I Motor CARRIERS
BY REGIONS, 1941-1946

o¥ PropPErTY,

Region 1941 1942 1943 1944 1945 1946
Milhons of Dollars

New England ........ $100 | $110, $r104 | $117 | $ 130 ‘ $ 15.6
Middle Atlantic ....... Io302 315 45-4 547 59.4 61.2
Central .........vcv0u 29.4 33.4 37.3 43.2 43.9 53.2
Southern ............. 10.6 16.9 16.4 13.4 13.2 16.3
Northwestern ......... 4.9 5.4 6.3 6.6 6.4 7.5
Mid-Western ......... 5.4 6.0 9.5 10.0 10.2 13.1
Southwestern ......... 11.2 12.7 15.5 17.9 18.0 20.3
Rocky Mountain ...... 2.2 2.9 3.6 3.8 4.4 5.4
Pacific coovvvnnnnnenn, 21.8 26.3 28.2 32.2 34.2 36.9
Total ......vut.s. 125.7 146.1 172.5 193.8 202.8 229.4

Source: Compiled from Statistics of Class 1 Motor Carriers, The
Commission, Bureau of Transport Economics and Statistics.

Interstate Commerce
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TABLE 7—OPERATING PROFITs As A PEr CENT oF OPERATING REVENUES,
Crass I MoTtor CARRIERs OF PrOPERTY, BY REGIONS, 1940-1948

Region 1940 | 1941 | 1942 | 1943 | 1944 | 1945 | 1946 | 1947 | 19482
Per Cent of Operating Revenue

New England ....... 350! 5.901 673 275 21| ra2| 495 4.60] 1.54
Middle Atantic .....| 3.43| 4.42| 4.57| 4.13| 3.19| 1.16| 3.40| 5.31| 4.76
Central ............. 4.81| 4.67| 3.92| 2.77| 2.85| 1.00| 4.73| 4.64| 6.21
Southern ........... 475 | 4.43| 5.45 55| 1.26| —78| 3.23| s5.45| 8.49
Northwestern ....... 4.27| 412 4.57| 3.84| 171 54| 266 3.44] 3.74
Mid-Western ........ 372| 3.80| 3.74| 248 98| —21| 4.44| 4.65| 4.89
Southwestern ........ 5.34| 6.88|10.16| 8.19| 3.86| 1.49| 3.41| 7.27| 8.8
Rocky Mountain ... .. 5.46| s5.05| 7.98| s5.99| 2.15| 1.03| 3.35| 6.76| 6.95
Pacific ............. 4.94| 5.54| 8.61| 5.75| 3.66 ar1| 178 s5.25| 5.33
All Carriers ..... 4.39| 4.86| s5.44| 3.63| 2.74| 73| 371 s.a1| 597

a First Quarter of 1948.

Source: 1940 through 1946—calculated from Siatistics of Class 1 Motor Carriers, Inter-
state Commerce Comnussion, Bureau of Transport Economics and Statistics;
1947 and 1948-——calculated from data obtained from publications of the Amer-
ican Trucking Association.

TaBLe 8—GasoLINE, O1L, AND OTHER FueL Taxes as A PEr CENT
ofF OpPERATING REVENUES, CLass | Motor CARRIERS OF
PropErTY, BY REGIONS, 1940-1946

Region 1940% | 1941 | 1942 | 1943 | 1944 | 1945 1946

Per Cent of Operating Revenues

New England ... 1 3.45 306 | 290 | 280 2577 1 270 2,40
Middle Adantic ... | 3.98 303 | a2y7 ‘ 2.61 2,66 | 2.56 2.35
Central .......... | 355 2.37 | 209 ' 216 2105 | 2.1y 1.94
Southern ......... I 608 | 528 i 454 @ 414 i 3.85 | 3.83 3.60
Northwestern ..... | 370 | 322 | 299 ' 310 | 3.23 | 322 3.06
Mid-Western ...... 3.55 2.60 j 2.41 | 240 | 236 ‘ 235  2.30
Southwestern ..... 4.46 4.03 3.66 3.22 . 313 | 3.24 3.18
Rocky Mountain ... | 3.23 3.73 3.17 2.83 2.82 2.62 2.43
Pacific «.......... 3.29 2.83 2.42 2.18 2.15 2.18 2.10

All Carriers .. | 4.00 3.07 278 2.68 2.62 | 2.60 2.41

8 The data for 1940 cover only 643 carriers, all intercity carriers using owned cquipment

principally. These are the only carriers for which gasoline taxes were listed separately.

Source: Calculated from Statistics of Class 1 Motor Carriers, Interstate Commerce Com-
mission, Burcau of Transport Economics and Statistics.



105

APPENDIX A

-SIWWIOY) NDIPWWODH ATISINU]

*Ly61 ‘AInf “D ' ‘vorSurysep\ ‘PILb "ON USWAWMS ‘SINSUEIS PUE SIIWOUOIY u1odsues ], Jo neaing ‘uots
«(SP61 1€ 13qUIII(Q PaPuR Jedf Q) 10]) SMuDD L0I0W | SVLD fo sousyps UL USALS EIEp WIOIX] PAE[ND[ED :2DINOS

+0b61 ur uordal SU UT SISLIED IDBNUOD | SSE[D OU 1M 31U L 5

9901 — gr9 gl | 19§ _ 899 ol¥ zr's zT'g So'6 gt-L Tlg Tereteserece SRR [V

€6 €1 — zg'L z0'6 _ t9'S _ 16°S S9'9 gr'g 1Lg 656 L1'6 g6'6 R R 12
So'g — gt'g €6 | fog | F6L 8T8 61°S 17°6 e €56 | 666 : seeeecc s urelunoly £ydoy
Leor— LsL thg . ol ' P6L bg-s Stl 96°g Lrir | ggl | €06 Tttt WISIMYINOG
bgror— £8'9 99°L w Lgt v 6LS 1989 (4:30) 606 S1°6 €zg | E€6 sesseesereeee UINSOM-PIA
LS — Fg s6g | 7ol I €9'g Sgl frd géor | €601 6S'g | 656 Teteeceesces UIDISIMUMION
oztz— To'g gsror 1 LbS i zTg 18°S Sr'g 00°11 or'tr ¥z6 L1 sl Tttt UIINOG
966 — LES 96'S | LLS | tri (743 0¥ 18°L z6°L Lvg vig seeseresessccessest TBIUIY)
1T 11— FLs 99 €es _ £9'9 947 gLt 669 or'g 6t-9 74 Teeesesstcccc OQUERY IPPIA
of'S1— 9Ls 18'9 _ s | (A9 Lyt 1289 9r'l AL 00°9 1T°h R ot puRBug MIN

snuaady SuneradQ 3o 3D 134
SF61 | of6r Sk61 | of61 S¥61 | ob61 St6r | ob6r Sk61 | ofbr
SI9UIED wowdinby uswdinby
ISSE[D IV susey 914108 wpwdinby paumQ Pim paumQ Ppra
o¥61 woiy o N paseaT yuar S1PUIED SIaLLIED Norozy
SP61 a8uey) ISSED [e507 ‘Qiawug 1VENUO)H uowwo)
U) 12g v ‘QIauf ‘Qoraug

FIO1AYEG 10 AdA T,

S¥61 anv ob61 ‘sNOISTY Ad ‘IOIAYAG 40 A, A9 ‘AL¥HJO¥J 40
SYANAVD) WOLOJ [ SSVI) STANTATY ONLLVYEIQ 40 INID) ¥WIJ V SV SISNFOIT ANV SIXV, ONLIVIIAQ TVIOL—6 a1av],



TAXATION OF THE TRUCKING INDUSTRY

106

Ly61 ‘Ainf “D [ ‘unrBurysepy ‘P1i¥ -ON IUSWANRS ‘sousueIg pue sdorwouody odsuel], jo nearng ‘uols
-STUIWI0)) 2219Unwo)) AEIsINU] (SP61 ‘1€ I9qUNI PIPUS e AP 103) S4ap) 4010 [ S5P1D fo sousuwis Ul UAALE eEp woiy papdwio) :3dinog
*ob6I UL UOLSSX ST} U SISLIE)) IIBNUCD ] SSE[D OU 1M YL s

€9°L — Sg°4 z° £5°6 oz s ¥Ls L16 z6or1 6L og'6 |cccceccetcccc spUIRD IV
9 9 878 8 8 8 8 ! |
0S'9 — 056 grror | bgor | 4Sg olg tlg z8'g ofor | ¥$6 T6OT | cccretettccccctrecsccc DyDdEY
L — z9'6 otror | €901 | 464 ol'g teg 1z°6 . 66'6 Sorxx | ccccccrccccc s umunopy £ypoy
9¢'cI— oS'g oL6 0$°6 L6'g ors L L6g otz | S§g (4%} Sl RARE A Tt WISIMYINOg
88'S — €LL TT'g vsg €l'g 99°S L6'g ¥$6 1§01 95'g 88°6 seesmercsetetts WINSIM-PIN
go0'6 — Sg'8 €46 69'g tg'g €o'g Tl gr'rr | €9'rr | €g'g 0S°0X | tttttUCUCtUUU|UCC UISOMYUON
89'Sz— Ly'g Lo'11 62°6 6z°6 z9'9 Sig sezr §SS1 €9'6 ['Tar 3 S AR IRRRARR S5 1.1V
ﬂ"-MM‘I wﬂ.c Vﬂ-h hﬂ'w No.m —N.v WB.? ov.a ww-nm MM-N vm.a ces v s e e s es s s e —Euquu
z9'S + 6F'L 604 1rror | ogl (294 or's 164 09'g tg'9 £6°L Terersesees Jnuepy JPPIN
6L €1 — 19°9 17,94 10l tog 69°€ Log old 96'g 9L9 €r'g [ rrereerereer e pueBug MON
anuaa3y SunesddQ jo ) 194
Y61 | ob61 Sk61 | ob61 sv61 | ob6r S¥61 | oF6r st61 | o6l
sUIR) wawdinby judwdinby
IsseD IV wswdmby paumQ s pAUMQ PIA
ob61 wory aww_«uuo 213§ PaseaT Yum tu_.:«.w (3213812 Norozy
S¥61 28ueq) [S8D 1907 ‘Qraug PENUOH uowwo)
U] 334 v ‘fQpIaug ‘fpauf

FOIANAG 40 TdA],

SH61 anv ob61 ‘sNoIOTY X4 ‘IOIANAG 40 TIA], A€ ALAFI0O¥] 40
£1¥Id0YJ 40 SYITHAV) YOLOJ [ SSVID ‘SINNIATY ONILVYII( 40 LNID) ¥dJ V SV SIXV] TVIO]—OI T1aV],



APPENDIX B

TAX AND FINANCIAL DATA FOR FIVE TYPES
OF CLASS I MOTOR CARRIERS OF PROPERTY,
BY GEOGRAPHIC REGIONS
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Source: The data in this appendix have been tabulated from unpublished records of
the Interstate Commerce Commission with funds provided by The Ohio State University
Research Foundation.

I. GeocraruicaL DistriBuTioN ofF Five TyYPEs
ofF Crass I Motor CARRIERS

The purpose of gathering these data was to provide informa-
tion that would permit a consideration of the taxes paid by five
specialized groups of trucking concerns. The trucking activities
summarized are limited to five types of Class I carriers, classified
by the Interstate Commerce Commission as haulers of (1) house-
hold goods, (2) heavy machinery, (3) liquid petroleum, (4)
motor vehicles, and (5) retail store delivery, during 1945 and 1947.

Maps 1-5 on the following pages show the geographical loca-
tion of the 5 types of carriers for which data are given. The
selection of only Class I carriers resulted in the exclusion of the
smaller carriers; the effect of this, as is apparent from the maps,

Mar 1—THE Location oF MoTtor Carriers or HousEHoLp Goobs
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EACH DOT REPRESENTS
ONE CLASS I CARRIER

Source: These data have been tabulated from unpublished records of the 1.C.C. with
funds provided by the Ohio Statc Umiversity Research Foundation.
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Map 2—THE LocaTtion or MoTtor CaArriErRs oF HEAvy MACHINERY

EACH DOT REPRESENTS
ONE CLASS I CARRIER

Source: These data have been tabulated from unpublished records of the I.C.C. with
funds provided by the Ohio State University Research Foundation.

is to concentrate the activities under consideration in the areas of
greater population and industrial concentration.
The activities of the five types of specialized truckers con-

Mar 3—Thux Locarion or Motor Carrikrs oF LiQuip PETROLEUM
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EACH DOT REPRESENTS o .
ONE CLASS I CARRIER )

Source: These data have been tabulated from unpublished records of the I.C.C. with
funds provided by the Ohio State University Research Foundation.
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Mar 4—THe LocaTion or Moror Carriers oF Motor VEHICLES

EACH DOT REPRESENTS
ONE CLASS T CARRIER

Source: These data have been tabulated from unpublished records of the LC.C. with
funds provided by the Ohio State University Research Foundation.

sidered are distributed over the entire nation. However, each of
the specialized types of haulers evidences a geographical concen-
tration, partially determined by industry location. The carriers of

Map 5—THE Locarion oF Mortor Carriers oF RETAIL SToRE DELIVERY
%..

EACH DOT REPRESENTS
ONE CLASS I CARRIER

Source: Thesc data have been tabulated from unpublished records of the 1.C.C. with
funds provided by the Ohio State University Research Foundation.
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heavy machinery are concentrated in the petroleum producing
areas of Texas, Oklahoma, California, and Louisiana. The carriers
of motor vehicles are largely located in Michigan and Ohio with
Indiana, Illinois, and New York activity also important. The
location of the carriers of household goods, liquid petroleum
products, and retail store delivery are largely determined by popu-
lation distribution.

The differences in the concentration of the operations of the
specialized carriers cause a differential in tax burden between
specialized carriers that may arise from the differences in the
motor carrier taxes of the states. This, of course, is a factor which
must be considered in utilizing the data given in the following
pages. However, it is not of great importance other than in the
case of gasoline tax payments. Even in the case of the gasoline
tax, the importance is less than indicated by variation in state tax
rates because of the relative unimportance of Class I trucking
activity in the states with either unusually high or low taxes. Of
course, the influence of this factor of difference in state tax rates
and concentration of activity is of negligible importance in deter-
mining the size of the Federal tax collections.

II. Statistics oF TAxes AND SELECTED FiNnanciaL Data ror Five
Types oF Crass I Moror CarriErRs OF ProPERTY, UNITED STATES,
AND BY GEOGRAPHIC REGIONS, 1045 AND 1947

The tables here presented may be grouped into five sections:

1. Tables 1-5 provide a summary picture of taxes and other financial
data for five types of Class I Motor carriers of property for the years 1945
and 1947, and show the dollar and the per cent change from 1945 to 1947.

2. Tables 6-10 give the aggregate data for the five types of carriers on
a geographical basis, and Table 11 shows the total tax burden as measured
by total operating taxes as a per cent of total revenue, for each of the five
types of carriers, by geographic regions.

3. Tables 12~17 show the relative importance of each of six types of
taxes to each of the five types of carriers in each geographic region.

4. Tables 18-27 give dollar figures for taxes and other financial data.
5. Tables 28 and 29 give additional selected financial data.
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TOTAL TAXES, OPERATING REVENUE, NET WORTH, AND
OPERATING PROFITS FOR FIVE TYPES OF CLASS I MOTOR
CARRIERS, 1945 AND 1947— (TABLES 1-5)

Table I summarizes the aggregate taxes paid by each of the
five specialized haulers for 1945 and 1947, and the amount of
change from 1945 to 1947. The outstanding facts gleaned from
the data in this table are the expansion of tax payments by each
of the carrier types between 1945 and 1947, and the very great
expansion of tax payments by the motor vehicle carriers as a group,
due to the resumption of automobile production for civilians.

TaBLE 1—TotaL OPERATING TAxEs, FIVE Types oF CLass | MoTor CARRIERS
OF PROPERTY, AND PERCENTAGE CHANGE FROM 1945 To 1947

Total Operating Taxcs Change 1947 from 1945
Type of Carrier (In Dollars)
1945 1947 Dollars Per Cent
Houschold Goods .. | $1,108,433 $ 1,838,204 | +$ 729,771 4+ 6584
Heavy Machinery .. 1,900,115 2,725,366 =+ 825,251 + 43.43
Liquid Petroleum .. 3,316,926 4,406,201 + 1,089,275 “+ 32.84
Motor Vehicles . ... 9,951 4,133,968 + 4,124,017 —+41,443.24
Retail Store Delivery 875,457 1,183,584 =+ 308,127 + 35.20
Total ........ 7,210,882 14,287,323 4+ 7,076,441 -+ 98.14

Source: Computed from Table 21.

TaBLE 2—OPERATING REVENUES OF F1ve TypEs oF CLass I MoTor CARRIERS
OF PROPERTY, AND PERCENTAGE CHANGE FROM 1045 TO 1947

Operating Revenue Chan
ge 1947 from 1945
Type of Carrier (1n Dollars)
1945 1947 Dollars Per Cent
Houschold Goods .. [$ 32,221,610 |$ 60,029,906 +$ 27,808,296 + 86.30
Heavy Machinery .. | 25,957,369 41,410,564 | + 15,453,195 | + 5953
Liquid Petroleum .. 41,460,326 64,209,713 “+ 22,749,387 + 54.87
Motor Vehicles .... 140,435 74,241,193 -+ 74,100,758 +52,765.16
Retail Store Delivery 13,361,583 21,600,729 4+ 8,239,146 -+ 61.66
Total ........ 113,141,323 261,492,105 + 148,350,782 + 13112

Source: Computed from Table 18.

Table 2 shows operating revenue increases for each of the five
types of Motor Carriers from 1945 to 1947. The greatest increase
in operating revenue was in the motor vehicle carrier group; the
smallest increase, in the liquid petroleum carrier group.
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TasLE 3—EFFECTIVE OPERATING-TAX RaTEs: OPERATING TAXES As A
Per CenT oF OrPERATING REVENUES, FIvE TyPEs or Crass I
Motor CARRIERs OF PROPERTY, 1945 AND 1947

Operating Taxes as a Per
Type of Carrier Cent of Operating Revenue Change 1947 from 1945

1945 1947 Points Per Cent

Household Goods . . 3.44 3.06 — .38 —10.99
Heavy Machinery .. 7.32 6.58 — 74 —10.09
Liquid Petroleum .. 8.00 6.86 —1.14 —14.22
Motor Vehicles .... 7.09 5.57 —1.52 —21.42
Retail Store Delivery 6.55 5.48 —1.07 —16.37
All Carriers ... 6.37 5.46 — 91 —14.27

Source: Computed from Tables 1 and 2.

Table 3 gives the aggregate tax data in a more meaningful
form through relating taxes paid in 1945 and 1947 to operating
revenues for the same periods and reporting the total of taxes as
a percentage of operating revenue.

Table 4 gives the totals of net worth which can be utilized
along with the data in Table 1 to obtain comparisons similar to
those in Table 3 but with taxes related to net worth rather than
operating revenue. This can also be done with operating profits
by using data in Table 5.

The outstanding facts of Table 3 are: (1) when the tax in-
creases given in Table 1 are compared with the operating revenue
increases (Table 2), the tax burden as measured by per cent of
operating revenue decreases, and (2) the greatest percentage
decrease was enjoyed by the motor vehicle carriers.

TasLe 4—NEer WorTH® oF Five Types oF Crass I MoTor CARRIERS OF
ProPERTY, AND PERCENTAGE CHANGE FROM 1945 TO 1947

Net Worth
Type of Carrier (In Dollars) Change 1947 from 1945
1945P 1947° Dollars Per Cent
Household Goods .. | $ 4,888,434 | $ 9,665,600 | +$% 4,777,175 | + 9772
Heavy Machinery .. 10,563,002 14,089,044 + 3,526,042 + 33.38
Liquid Petroleum .. 8,645,278 13,454,419 | + 4,809,141 | 4+  55.63
Motor Vehicles .... 18,007 9,062,113 4+ 9,044,106 | —+50,225.50
Retail Store Delivery 2,105,808 3,705,508 <4+ 1,599,700 + 7597

All Carriers ... 26,220,529 49,976,693 + 23,756,164 + 90.60

& Capital Stock and private and partnership capital and all unappropriated surplus.
b Closing figures are given, #.c., amounts at the end of cach year.
Source: Computed from Table 20.
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TaBLE 5—OPERATING ProFiTs oF Five Types oF Crass I Moror CARRIERs
OF PROPERTY, AND PERCENTAGE CHANGE FROM 1945 TO 1947

Operating Profits
Change 1947 from 1
Type of Carrier (In Dollars) o 945
1945 1947 Dollars Per Cent

Household Goods .. | $ 402,378 $ 132,067 —$ 269,411 — 66.95
Heavy Machinery .. 1,284,978 2,404,122 + 1,119,144 -+ 87.09
Liquid Petroleum .. 238,279 3,990,986 + 3,752,707 + 1,574.92

Motor Vehicles ....| — 34,774 3,795,113 + 3,829,887 e
Retail Store Delivery 538,344 1,402,570 + 864,226 + 160.53
All Carriers ... 2,429,205 11,725,758 + 9,296,553 <+ 38270

2 Not a meaningful per cent.
Source: Computed from Table 19.

TOTAL TAXES, OPERATING REVENUE, NET WORTH, AND
OPERATING PROFITS, FOR FIVE TYPES OF CLASS I MOTOR
CARRIERS, BY GEOGRAPHIC REGIONS— (TABLES 6~10)

Table 6 shows aggregate tax collection data for the five types
of Class I Motor Carriers for each of the geographic regions
utilized by the Interstate Commerce Commission (ICC) in report-
ing their data, and Table 7 shows the growth in operating rev-
enue. The point of greatest interest in these tables is the large
increase in tax payments and in operating revenue between 1945
and 1947, particularly in the Central region. However, when

TaBLE 6—TotAL OpErRATING TAxEs For FIve Typs® or Crass I MoTor

Carriers oF PropERrTY, BY GEOGRAPHIC REGIONS, AND
PERCENTAGE CHANGE FROM 1945 TO 1947

Opcrating Taxes
Region (In Thousands of Dollars) Change 1947 from 1945

1945 1947 Dollars Per Cent

New England ..... $ 300 $ 455 +$ 1s5 + 52
Middle Atantic ... 1,324 2,407 + 1,083 + 82
Central ........... 1,413 4,764 + 3,351 +237
Southern ......... 791 1,045 + 254 + 32
Northwestern ..... 132 287 + 155 4117
Mid-Western ...... 352 678 + 325 + 92
Southwestern ..... 1,552 2,549 + 997 4+ 64
Rocky Mountain ... 363 466 4+ 103 + 28
Pacific ........... 983 1,636 + 654 + 66
All Carriers ... $7,211 $14,287 +$7,076 + o8

8 Houschold Goods, Heavy Machinery, Liquid Petroleum, Motor Vehicles, Retail Store

Delivery.

Source: Computed from Table 21.
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TasLE 7—OPERATING REVENUES oF FIvE TypEs® oF Crass I MoTor CARRIERS
oF ProPERTY, BY GEOGRAPHICAL REGIONS, AND PERCENTAGE
CHANGE FROM 1945 TO 1947

Operating Revenue
Region (In T housands of Dollars) Change 1947 from 1945
1945 1947 Dollars Per Cent
New England ..... $ 3,013 $ 6,652 4+ 2,738 + 70
Middle Atlantic .... 20,128 46,714 + 26,586 +132
Central ........... 35,977 110,373 + 74,396 +207
Southern ......... 9,994 13,786 “+ 3,792 + 38
Northwestern ..... 2,483 5,428 + 2,945 “+119
Mid-Western ...... 5,488 11,070 + 5,581 + 102
Southwestern ..... 20,255 37,682 + 17,428 + 86
Rocky Mountain ... 3,930 8,965 + 5,035 +128
Pacific ........... 10,973 20,823 + 9,849 + 90
All Carriers ... $113,141 $261,492 +$148,351 +131

& Household Goods, Heavy Machinery, Liquid Petroleun, Motor Vehicles, Retail Store
Delivery.
Source: Computed from Table 18.

taxes are expressed as a per cent of operating revenues, the Central
region was the only region with a tax increase as shown in
Table 8. The concentration of motor vehicle carriers in the Cen-
tral region was an important factor in causing the Central region
to show the greatest expansion in operating revenue.

Tables g and 10 provide the net worth and operating profit
data necessary to make a comparable calculation of tax payments
as a percentage of those financial totals.

TasLe 8—ErrecTive OPERATING-TAX RaTEs: OPERATING TAXEs As A PEr
CeNT oF OPERATING REVENUES, F1ive Types oF Crass [ MoTor
CarriERs OF ProPERTY, BY GEOGRAPHIC REGIONS, AND
PERCENTAGE CHANGE FROM 1945 TO 1947

Operating Taxes as a Per
Region Cent of Operating Revenue Change 1947 from 1945
1045 1947 Points Per Cent
New England ..... 7.66 6.84 — .82 —1I1
Middle Atlantic ... 6.58 5.15 —1.43 —22
Central ........... 3.93 4.32 + .39 +10
Southern ......... 7.92 7.58 — .34 — 4
Northwestern ..... 5.33 5.29 — .04 -1
Mid-Western ...... 6.24 6.12 — .30 — 5
Southwestern ..... 7.66 6.76 — .90 —12
Rocky Mountain ... 9.42 5.20 —4.04 —44
Pacific ........... 8.96 7.86 —1.10 —12
All Carriers ... 6.37 5.46 — 91 —14

Source: Computed from Tables 6 and 7.
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TasLe g—NET WorTH® oF Five TypEs oF Crass I MoTor CARRIERS OF
ProperTY, BY GEOGRAPHIC REGIONS, AND PERCENTAGE
CHANGE FROM 1945 TO 1947

Net Worth
Region (In Thousands of Dollars) Change 1947 from 1945

1945 1947 Dollars Per Cent

New England ..... $ 1,161 $ 1,917 + 756 +4 65
Middle Atlantic .-.. 4,658 8,994 4+ 4,335 + 93
Central ........... 5,311 14,311 + 9,000 + 169
Southern ......... 1,569 3,247 + 1,678 + 107
Northwestern ..... 401 728 + 327 + 8t
Mid-Western ...... 1,751 3,199 + 1,448 + 83
Southwestern ..... 6,164 9,911 + 3,747 + 61
Rocky Mountain ... 786 1,563 + 777 + 99
Pacific ........... 4,419 6,107 + 1,688 + 38
All Carriers ... $26,221 $49,977 ~+$23,756 + 9t

8 Capital Stock and Private and Partnership Capital and all unappropriated surplus.
Source: Computed from Table 20.

The data given in Tables 6 through 10 are similar to those
shown in Tables 1 through 5 but the comparisons are on a
regional basis, requiring the lumping of taxes paid by the five
types of Class I Motor Carriers and comparing this total with
operating revenues, net worth, and operating profits of these car-
riers. To the extent that the five types of carriers under consider-
ation are typical for the region, the relative average importance
of taxes in the different regions is made available.

TaBLE 10—OpEerRATING ProFITS OF FIvE TYPEs oF Crass I Moror
Carriers o ProperTY, BY GEOGRAPHIC REGIONS, AND
PERCENTAGE CHANGE FROM 1945 TO 1947

Operating Profits

Region (In Thousands of Dollars) Change 1947 from 1945
1945 1947 Dollars Per Cent

New England ..... $—39 $ 182 +$ 221 e
Middle Atlanuc ... 15 1,415 + 1,400 49,458
Central ........... 745 3,732 + 2,087 <+ 401
Southern ......... 101 917 + 816 + 810
Northwestern ... .. 93 307 + 214 + 231
Mid-Western . ..... 135 484 + 350 4 260
Southwestern ..... 1,328 2,895 + 1,567 + 118

Rocky Mountain . .. —29 395 + 423 e
Pacific ........... 81 1,399 + 1,319 +1,636
All Carriers ... $2,429 $11,726 +$9,297 + 383

aNot meaningful per cent.
Source: Computed from Table 19.
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TOTAL TAXES AND SPECIFIED TAXES AS PER CENTS OF OPERATING
REVENUES FOR EACH OF FIVE TYPES OF CLASS I MOTOR CARRIERS,
BY GEOGRAPHIC REGIONS, 1045 AND 1947 (TABLES 11-17)

The core of the tax data presented in this appendix is found
in Tables 11 through 17. Table 11 shows total operating taxes as
a percentage of operating revenue for each of the five different
types of truckers for each ICC geographical area for the years
1945 and 1947. All these rather detailed comparisons of the im-
portance of different taxes paid by each trucking group of each
geographical area are measured by the per cent which they are
of operating revenues. Similar ratios based on operating profits
(Table 19) or net worth (Table 20) can be computed from the
tax data given in Tables 21-27. Operating revenues, because they
appeared to be a compromise—part way between net worth and
operating profit—were sclected as the basis for the calculations
actually made.

Table 11 shows all operating taxes and licenses as a per cent
of operating revenues by ICC geographic regions. This provides
an overall summary of the weight of taxation of these selected
groups of truckers which operate in each ICC region. The sum-
mary shows that the United States average of taxes decreased for
cach group of truckers considered. Also, with the single exception
of the Central region, the average tax burden borne by each group
of truckers in each region decreased.

Taxes as a per cent of operating revenue are highest as a
national average in the heavy machinery trucking group and
lowest in the household goods trucking group. A large portion
of the explanation for this relationship is the low gasoline, other
fuel, and oil taxes of the household goods carriers (Table 12) and
the high income taxes of the heavy machinery carriers (Table 17).

The highest average taxes on all groups of carriers are collected
in the Pacific region with the Southern region close behind. In
1947 the lowest taxes were still paid in the Central region despite
this region experiencing the only increase in taxes between 1945
and 1947. The highest tax bill as measured by these tables was
paid by the liquid petroleum carriers in the Pacific region in 1945.
The second highest tax bill was in 1947 and also in the Pacific
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region. This time the highest tax was paid by the motor vehicle
carriers. The lowest total taxes were paid by the Rocky Mountain
houschold goods carriers in 1947 and the next lowest, by the
household goods carriers of the Central region, also in 1947.
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DOLLAR AMOUNT OF OPERATING REVENUE, OPERATING PROFIT, NET
WORTH, TOTAL OPERATING TAXES, AND OF SPECIFIED TAXES, FOR EACH
OF FIVE TYPES OF CLASS I MOTOR CARRIERS, BY GEOGRAPHIC REGIONS,

1945 AND 1947 (TABLES 18-27)
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OPERATING PROFITS AS A PER CENT OF OPERATING REVENUE AND OF
NET WORTH FOR EACH OF FIVE TYPES OF CLASS I MOTOR CARRIERS,
BY GEOGRAPHICAL REGION, 1945 AND 1947 (TABLES 28 AND 29)

The data in Tables 28 and 29 show that for the five industry
segments the ratios of operating net income to operating revenues
and net worth more than doubled from 1945 to 1947, with the
percentage points of increase of the net worth ratio exceeding that
of the operating revenue ratio.

The sensational expansion of motor vehicle carriers necessitates
their partial elimination in comparing the development of the
selected industry segments. With carriers of motor vehicles ex-
cluded, the greatest increase in both ratios was experienced by
the liquid petroleum carriers. The household goods carriers alone
experienced a reduction in these ratios.

In 1947 the retail store delivery carriers had the highest ratio
of net operating income to operating revenues, and their net
worth ratio was next to the top. The net worth ratio of the
carriers of motor vehicles was highest in 1947.

A comparison of the data of these tables with that of Table 2
shows that the high earning segments, as shown by the operating
revenues and net worth ratios, paid lower taxes than the heavy
machinery and liquid petroleum carriers. Table 4 shows that the
household goods carrier group, which experienced a reduction in
its operating revenues and net worth ratios, made the greatest
(with the exception of the motor vehicle carriers) increase in net
worth. Net worth expansion was next highest in the retail store
delivery segment.
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APPENDIX C
QUESTIONNAIRE: TaxaTioN oF THE TRUCKING INDUSTRY

A RESEARCH FOUNDATION PROJECT
THE Onio STaTe UNIVERSITY
CoLumBUs 10, OHIO

Official

Name of person completing questionnaire ... ... ..o v . e oo e POSION <

Name and address of company... ... o ces o e

Type of trucking (COMMOUILY, TCEION).. oot oo <o e oo e+ e e o s s oo
Type of permita.eeeee .. ICC Classification..-.......... [

Please express your attitude toward the taxes listed by checking the line under good,
fair, or bad. Use as a basis for your decision all pertinent relationships that come to mind,
¢.g., inconvenience, justice, manner of cxpenditure, etc.

Good Farr Bad
State gasoline tax ........ e ettt e —— RO PR
Federal gasoline tax ...... et et e e e —— —
Tax on tires, trucks and parts........cooviuvr mnmn e
Federal corporation income taX............. R, -

Federal individual income tax.............c. oo o
Unemployment compensation tax.......... [ —
Old-age and survivors insurance taX.......... ..o
Federal tax on transportation of Property...... e coooeee e eeoen

Vehicle licenses and Registration fees. .. . .. e s

Toll collections ...........

Personal property tax........... teencas et e mmmmmm  meee oo oo
Real property tax .......... Cedeseaenanan [P,
Special taxes of your state.............

Which tax do you consider least desirable? .. oo s e e+ e

Why? ...

Which tax do you consider most desirable?

If it is assumed that the same amount of funds is to be raised by government assessment
of taxes upon truckers as is raised at present, how should the money be obtained? Indi-
cate the most desirable relationship between different taxes by checking the line above the
list which most nearly corresponds with your idea of the way the tax burden upon
truckers should be divided.

Gas tax 34% Gas tax 44% Gas tax 50% Gas tax

Licenses 24 Licenses 41 Income tax 50 Licenses

Real Estate 3 Real Estate 2 100% Real Estate

Social Sec. 15 Social Sec. 7 ° Social Sec.

Other oper. tax 8 Other oper. tax 6 Other oper. tax

Income tax 16 Income tax Income tax
100% 100%
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