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Executive Summary
Increasing the gasoline tax is a perennial policy question in Louisiana. Calls to increase the gasoline 
tax and use the revenue to improve road infrastructure stall out annually but return the next year like 
clockwork.1 The year 2021 is no exception, with renewed interest among some state legislators to 
increase the $0.20 per-gallon gasoline tax last increased in 1990— the seventh-lowest and longest-
standing gasoline tax in the nation.2 This paper will provide a nontechnical guide to the economic 
benefits and costs of increasing Louisiana’s gasoline tax. Some practical implementation options 
regarding the tax’s equity, revenue usage, and other issues will also be discussed.

1 Gasoline tax hike proposals make news headlines annually. See for example, https://www.theadvocate.com/baton_rouge/news/politics/article_58ca1566-2db0-11eb-bc29-7ba2c5e19a7b.html, 
https://www.theadvocate.com/baton_rouge/news/politics/legislature/article_%201f782fd0-78e6-11e9-ab44-1f4d7c31f29d.html, https://www.ksla.com/story/35456074/nwla-lawmakers-weigh-
in-on-proposed-gasoline-tax-increase/, and https://www.theadvocate.com/baton_rouge/news/weather_tra�c/article_32�ae80-9b02-11e6-852c-6b6ab8e1c01b.html.

2 See https://www.theadvocate.com/baton_rouge/news/politics/legislature/article_b17685ec-67ca-11eb-bc60-c3f6ab2b9624.html.

https://www.theadvocate.com/baton_rouge/news/politics/legislature/article_b17685ec-67ca-11eb-bc60-c3f6ab2b9624.html
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https://www.reuters.com/article/us-usa-trump-infrastructure-idUSKCN1FY33T
https://infrastructurereportcard.org/state-item/louisiana/
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Figure 1: Gasoline Taxes by State

Notes: Figure depicts gasoline taxes in cents per gallon across the U.S. Gasoline taxes depicted are current as of April 2021.

Source: US Federal Highway Administration. https://www.fhwa.dot.gov/policyinformation/motorfuelhwy_trustfund.cfm

Figure 2: Highway Spending Per Capita

Notes: Figure depicts highway spending per capita for each state in 2019.

Source: U.S. Census Bureau. https://www.census.gov/data/tables/2019/econ/state/historical-tables.html

https://www.fhwa.dot.gov/policyinformation/motorfuelhwy_trustfund.cfm
https://www.fhwa.dot.gov/policyinformation/motorfuelhwy_trustfund.cfm
https://www.census.gov/data/tables/2019/econ/state/historical-tables.html
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https://www.nhtsa.gov/corporate-average-fuel-economy/safe
https://www.nhtsa.gov/corporate-average-fuel-economy/safe


6 Should Louisiana Raise the Gasoline Tax?

Figure 3: Months since Gasoline Tax Change

Notes: Figure depicts how many months it has been since the state last updated its gasoline tax, regardless of whether this change was an increase or decrease. Months 
since is measured from April 2021.

Source: U.S. Federal Highway Administration. https://www.fhwa.dot.gov/policyinformation/motorfuelhwy_trustfund.cfm

This is especially true for funds made available through Coronavirus aid.6 Further, many federal 

https://www.fhwa.dot.gov/policyinformation/motorfuelhwy_trustfund.cfm
https://www.fhwa.dot.gov/policyinformation/motorfuelhwy_trustfund.cfm
https://www.nytimes.com/2021/03/31/business/economy/biden-infrastructure-plan.html
https://www.nytimes.com/2021/03/31/business/economy/biden-infrastructure-plan.html
https://home.treasury.gov/news/featured-stories/fact-sheet-the-american-rescue-plan-will-deliver-immediate-economic-relief-to-families
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Figure 4: Effect of Inflation on Louisiana’s Gasoline Tax Value

Notes: Figure depicts the real purchasing power of Louisiana’s $0.20 per-gallon gasoline tax from the time it was last updated (January of 1990) through 2019. Gasoline 
tax was inflation adjusted using the CPI. 

Source: U.S. Federal Highway Administration https://www.fhwa.dot.gov/policyinformation/motorfuelhwy_trustfund.cfm, Bureau of Labor Statistics https://www.bls.gov/
cpi/research-series/r-cpi-u-rs-home.htm, and author’s calculations.

https://www.fhwa.dot.gov/policyinformation/motorfuelhwy_trustfund.cfm
https://www.bls.gov/cpi/research-series/r-cpi-u-rs-home.htm
https://www.bls.gov/cpi/research-series/r-cpi-u-rs-home.htm
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Figure 5: Effect of Improved Fuel Economy on Louisiana’s Per-Mile Gasoline Tax Revenues

Notes: Figure depicts the average per-mile revenues from Louisiana’s $0.20 per-gallon gasoline tax as measured by dividing the per-gallon tax by average fleet fuel 
economy from the EIA from the time it was last updated (January of 1990) through 2019.

Source: U.S. Federal Highway Administration https://www.fhwa.dot.gov/policyinformation/motorfuelhwy_trustfund.cfm, Bureau of Transportation Statistics https://www.
bts.gov/content/average-fuel-efficiency-us-light-duty-vehicles, and author’s calculations.

https://www.fhwa.dot.gov/policyinformation/motorfuelhwy_trustfund.cfm
https://www.fhwa.dot.gov/policyinformation/motorfuelhwy_trustfund.cfm
https://www.bts.gov/content/average-fuel-efficiency-us-light-duty-vehicles
https://www.bts.gov/content/average-fuel-efficiency-us-light-duty-vehicles
https://www.bts.gov/content/average-fuel-efficiency-us-light-duty-vehicles
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Figure 6: Cumulative Effect of Inflation and Fuel Economy on Louisiana’s Per-Mile Gasoline 
Tax Revenues

Notes: Figure depicts the inflation adjusted average per-mile revenues from Louisiana’s $0.20 per-gallon gasoline tax as measured by dividing the per-gallon tax by 
average fleet fuel economy from the EIA from the time it was last updated (January of 1990) through 2019. Gasoline tax was inflation adjusted using the CPI.

Source: U.S. Federal Highway Administration https://www.fhwa.dot.gov/policyinformation/motorfuelhwy_trustfund.cfm, Bureau of Labor Statistics https://www.bls.gov/
cpi/research-series/r-cpi-u-rs-home.htm, Bureau of Transportation Statistics 

https://www.fhwa.dot.gov/policyinformation/motorfuelhwy_trustfund.cfm
https://www.fhwa.dot.gov/policyinformation/motorfuelhwy_trustfund.cfm
https://www.bls.gov/cpi/research-series/r-cpi-u-rs-home.htm
https://www.bls.gov/cpi/research-series/r-cpi-u-rs-home.htm
https://www.bls.gov/cpi/research-series/r-cpi-u-rs-home.htm
https://www.bts.gov/content/average-fuel-efficiency-us-light-duty-vehicles
https://www.bts.gov/content/average-fuel-efficiency-us-light-duty-vehicles
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2 | Issues and Benefits of Gasoline Taxes

2.1 	 Major Issues

2.1.1	 Gasoline Taxes Can Be Regressive
Gasoline taxes—like many policies that uniformly tax individuals—have the potential to be 
regressive (Bento et al., 2009; Nehiba, 2019; Spiller, Stephens, and Chen, 2017). Gasoline taxes may 
disproportionately impact low income individuals who already spend a higher share of their total 
income on transportation. Critics of gasoline taxes rightly point to this potential regressivity as a major 
issue.

However, gasoline taxes need not be regressive. There are numerous policy modifications that could 
make a gasoline tax less regressive. The most attractive of these policies are revenue-recycling 
schemes. In these settings, revenue generated from the gasoline tax is used to o�set the gasoline 
tax burdens of lower income individuals. Spiller, Stephens, and Chen (2017) outlines a partial revenue-
recycling program that makes a gasoline tax 15 times less regressive while maintaining 85 cents of 
each dollar of revenue raised. Such a policy may be beneficial to consider even if the state cannot 
increase the gasoline tax.

2.1.2	 Gasoline Taxes Imperfectly Target Road Usage
Gasoline taxes are often viewed as user fees to fund road infrastructure and repair. Our current per-
gallon gasoline taxes do not perfectly align with this notion though. For example, we can consider 
two separate trim levels of Toyota’s 2021 Corolla line — the XSE model gets an estimated combined 
(highway and city) 34 miles per gallon while XLE model gets a combined 2 0ui14T2u6 (xamT way and ci 2xamT way2all0<6.7m )0.5 (9ih7256 316 >>ll0<6venue612 0 0 Tw 12 0 0 12 /ing )ET
EMC 
/P <</Lang
EM and 3hgallon g /MCID 325 >>B W Tm
(6 >>ll0<6venue612 0 0 Tw 12 0 0 12 /in8nsider )]TJ
ET

EMC 
/P <</Lang (enUS)/M2ID 324 >>BDC Tw 12vehicl 0 0 12near12 0df gaced.inincop viewesiz align a drmakrth th 12 0 ividual 
BT
-0.0 by choosattractive of these policies are revenue-r2ir total 

https://www.fueleconomy.gov/feg/contentIncludes/co2_inc.htm
https://www.fueleconomy.gov/feg/contentIncludes/co2_inc.htm
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2.2 	 Benefits

2.2.1	 Funding Benefits
As mentioned above, Louisiana’s transportation infrastructure rates poorly relative to the rest of the 
nation. Improving the transportation network is one of the major goals of the current state administration, 
and addressing the state’s reported $12.7 billion backlog of transportation construction projects is at 
the forefront of this e�ort.9 The existence of such an enormous backlog suggests there is no shortage 
of infrastructure projects with benefits that far exceed their costs waiting to be implemented.

Repairing and improving damaged roads, fixing structurally deficient and functionally obsolete 
bridges, and addressing other infrastructure needs can provide great economic boosts to the state. 
These improvements can reduce congestion, pollution, and fuel waste while improving safety, greatly 
increasing economic e�ciency, and providing jobs to the state’s residents. As a tangible example, 
Louisiana is home to five of the top 20 ports in the nation as measured by tonnage.10 Reducing 
congestion in port areas could allow more goods to flow throughout the state, bolstering economic 

https://gov.louisiana.gov/news/improving-transportation
https://www.bts.dot.gov/content/tonnage-top-50-us-water-ports-ranked-total-tons
https://infrastructurereportcard.org/state-item/louisiana/
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most appealing options. Such a policy can align the private and social costs of driving while funding 
infrastructure as opposed to other policy options that do not vary with mileage. For example, higher 
vehicle registration fees to fund road infrastructure charge individuals the same amount whether they 
drive 50 or 50,000 miles a year, raising equity concerns.

VMT taxes are already being tested in other states. For example, Oregon has an opt-in VMT tax that 
allows drivers to replace their gasoline tax charges with a VMT charge. This system allows Oregon 
to examine the costs and benefits of a VMT tax on a small scale and examine di�erent technology 
options. Louisiana may benefit from implementing a similar pilot program, potentially getting a “head-
start” on what very well could be the future of infrastructure funding.

Of course, VMT taxes are not without opposition. They require either somewhat frequent (e.g., 
quarterly or annual) odometer readings to be performed, some type of GPS monitoring system (often 
already installed in the vehicle), or other technology to monitor a vehicle’s mileage. This undoubtedly 
raises privacy concerns, which is one reason beginning an opt- in program may be beneficial for the 
state. Proving that a high level of privacy can be maintained will likely be paramount to a VMT tax’s 
success. VMT taxes may also face regressivity concerns similar to gasoline taxes. These concerns 
can of course be overcome with various revenue-recycling programs discussed previously and 
perhaps more easily overcome them than in a gasoline tax setting as the VMT tax would be an 
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4 | Conclusion
Louisiana’s low and long-stagnant gasoline tax has led to equally low levels of road infrastructure 
funding, resulting in a transportation network objectively ranked and widely viewed by the state’s 
drivers as being in poor condition. Though gasoline taxes are not a perfect instrument for raising 
infrastructure funds or correcting the numerous negative externalities driving creates, they are a 
well-established policy option that can generate large benefits. Using parameters widely accepted 
in the literature, it is possible to project some of the e�ects of a recently proposed $0.10 per-gallon 
gasoline tax increase in Louisiana.14

Using a fuel price elasticity of vehicle miles traveled (VMT) of -0.1 (a measure of how responsive 
drivers are to fuel costs), the $0.10 fuel tax increase would decrease VMT in the state by 178 million 
miles annually (for reference, 42 billion miles were driven in Louisiana in 2019).15 Though miles 
driven falls, the higher tax would produce an additional $186 million annually in tax revenue to 
contribute to infrastructure improvements. Further, the tax would reduce congestion, collisions, 
local air pollution, and carbon emissions valued at $42 million annually.16 Though drivers will lose 
the benefits from trips not taken after the gasoline tax increase, the large reductions in external 
costs and potential benefits from infrastructure improvements make a gasoline tax increase a viable 
policy option. Further modifying the legislation by implementing revenue recycling to reduce the 

https://wgno.com/news/la-lawmaker-pitches-gas-tax-hike-to-tackle-14b-infrastructure-backlog/
https://wgno.com/news/ la-lawmaker-pitches-gas-tax-hike-to-tackle-14b-infrastructure-backlog/
http://wwwsp.dotd.la.gov/Inside_LaDOTD/Divisions/Multimodal/Data_Collection/Inventory%20Reports/Daily%20Vehicle%20Miles%20Traveled%20(2019).pdf
http://wwwsp.dotd.la.gov/Inside_LaDOTD/Divisions/Multimodal/Data_Collection/Inventory%20Reports/Daily%20Vehicle%20Miles%20Traveled%20(2019).pdf
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