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CHAPTER I
GASOLINE TAX SHARING: THE PROBLEM AND ITS IMPLICATIONS

Ever since its introduétion in 1925, the gasoline tax
as a source of state revenue in Tennessee has grown in im-
portance. In 1924, the first complete year of gasoline tax
collections; 31,548,466 was collected from this source.l
This made up only approximately 5.4 per cent of state revenue.
In 1941,'$22,718,698 was collected from the gasoline tax.Z2
This tax return now comprises approximately 43‘per-cent of
total state tax receipts. This g;eat increase has come about
in two wéys; at flrst a tax of only two cents a gallon was
imposed; this was gradwmlly increased until 1932 when the
total reached seven cents per gallon.. Since 1932, the in-
crease has been largely due to the increased consumption of
gasoline brought about by the ever increasing numbers of
automobiles and the continuous expansion of the construction
of 1lmproved and well-linked road facilities. Insoraf as the

automobile 1s now considered a necessity in our present

1 Report of the Depertment of Finance and Taxation,
January 1, 1925, p. 58.

2 Enoxville Jourmal, July 1, 1941.
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economic system, any problem arising out of the distribution
of any part of such a sizeable fund is necessarily of vital
importance not only to the automobile user but to the general
public for whom services are directly or indirectly performed
by gasoline motivated vehicles,

A characteristic feature of the gasoline tax is the
tradition that its proceeds should be earmerked for financing
the construction and maintenance of highway facilities. The
theory that the highway user should pay for the construction
and upkeep of road facilities is the one upon which the gaso-
line tax and the motor vehicle registration fees are based.

In this state, since 1929, portions of this centrally
collected gasoline tax have been returned to the local units
of government, (in this state, the counties). Approximetely
five million dollars out of a tetal tax collected of approxi-
mately eighteen million dollars in 1940 was shared with coun-
ties. In the fiscal year 1941, nearly six and one-half million
dollars was shared with the counties of the state. These re-
turned portions are specificélly'earmarked for use in the
construction and maintenance of those purely loeal 6r secon-

dary roads.® Roeds of this type throughout the state are now

S As is pointed out later, since 1937, the State has
been authorized to withhold certain portions of these funds
if certain quotas are not met by the counties, (Social
Security, Dependent Children, and Blind Funds).



Tinanced mainly from this source.

There are several arguments that justify the adoption
of the shared tax as a means of distributing highway revenues,
end it is difficult to determine the relative value of each,
but there are two of significant importance. First, if the
funds were spent exclusively upon the primary system of state
roads, many taxpayers (auto users) would receive little benefit
from the taxes they pald. This is due to the fact that the
state system 1s extremely limited in mileage, and many auto
users do not have direct access to such roads. Sharing serves
as a device to assure all auto owners some return from the tax
paid in. Second, the decade following the World War was marked
in Tennessee by increasing resistance to the property tax. If
a portion of the funds from the rapidly increasing gasoline
tax returns could be granted to the counties for the financing
of one of the most costly local functions, a reduction in the
general property tax levy would be possible. There may have
been a third motive for the introduction of gasoline tax shar-
ing. Revenues from the gas tax depend upon the volume of
travel. A splendid primary system without adequate feeder
roads will not attract as much traffic as a primary system
integrated with good feeder and rural roads. Either one of
the above arguments or a combination of the three offers a

possible explanetion as to the beginning of tax sharing in



Tennessee.

Although the state has been sharing the gasoline tax
with the counties since 1929, no thorough analysis of the
system has yet been made. Information relative to the sparing
consists mainly of statistical records within state files.
Available statistics as to the actual emounts allocated to the
counties of . the state and the percentages upon which these
amounts are determined were secured from the records of the
Division of Accounts, State Department of Highways and Public
Works. A survey of the highway mroblems of the State of
Tennessee was begun by the Division of Research and Statis-
tics, State Department:of Highways and Public ﬁbrks, in co-
operation with the United States Bureau of Public Roads, in
1936, but although this study has now been substantially com-
pleted, due to the fact that fhis survey was made as a part
of a nationwide plan, the complete results have not yet been
made available. This survey takes into consideration the
need for new routes, character and density of the traffic on
all roads, topographical features influencing road construc-
tion throughout the state, financial problems connected with
road construction and meintenance, etc. This survey did not,
however, take into consideration the sharing of the gasoline
tax as a separate mroblem apart from the comprehensive prob-

lems which are state wide in scope.



The Tennessee Municlpal League, largely through the
efforts of Mr. W. H. Newell, Executlve Secretary, has con-
ducted studles of gasolline tax sharing during the past two
years. The chief purpose of these studiés, however, was to
develop the 1dea that municlpalitles are entitled to a share
of the gasoline tax fund. Thus, studles made by this organ-
ization are not entirely complete and are necessarily blased
in one direction.

A few studles have been made of similar problems in
the other states, but few of them are comprehensive and deal
primarily with sharing of highway funds. In Alabama, the
Bureau of Buslness Research at the state universlity made a
study of the problem there, and a portion ofits findings
were reported in a pamphlet issued 1n 1935.4 This was a very
short publicatlion and no definite concluslions were reached
in the setting up of an equitable sharing base.‘ The pamphlet
was almed primarily at stressing the varlations to be found
in the uses of different dilstribution bases.

Several studles have been nade 1n other states of tax-
ation problems in general 1n which the sharing of hlghway

revenues was consldered as one of the many problems in state

. H. H. Chapman, "Distribution of Tax Monles to Local
Governmental Units," University of Alabama Business News,
Bureau of Business Research, School of Commerce and Business
Administratlon, University of Alabama, July 1935, v. 1ll.
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finance. Mr. Blakey made a speclal study of taxation problems
in West Virginla 1n 1932, 1n which he defended the West Vir-
ginla system of state expenditure of all highway funds.® The
gasoline tax sharing problem has been taken 1nto consideration
in several of the state reports. The Report of the Tax Com-
mission of North Carolina 1n 1928 and 1930 considered the prob-
lem in that state. In all these, however, the Aim of the study
was not any revision or justificatidon or the sharlng schemes
but merely a presentatlion of the sharing system and how 1t
worked.

The only comprehensive survey of a simllar problem in
a different state 1s found in Mr. Snavely's work in Virginia.6
At the time of the study, 1933, Virginila was sharing 30 per
cent of 1ts gasoline tax monies with the countles of the state
accordlng to the relative area, populatlons, and taxes paid in
by the varlious countles. The study made by Mr. Snavely and
others took into consideration the possible effects of the
different sharing systems. Definite concluslons were reached
and recommendations for changes were made. The inequities

of the Virginla distribution system were recognized and

S Roy C. Blakey, Report on Taxatlon in West Virginia,
(Charleston, West Virginla: Jarrett Printing Company), 1930.

6 7. R. Snavely, D. C. Hyde, and A. B. Blscoe, State
Grants in Ald in Virginia, (University of Virginila, Institute
Tor Research in the Social Sclences, Monograph No. 13, 1933).




recommendations made as to possibie changes.
In the apportionment of state funds, both for
state highways and tror state aid, the three most
important factors appear to be mileage, motor treg- ‘7
istration, end the financial needs of the localities.

The authors of the Virginia study seem to have con-
sidered unimproved road mileage as the most important single
factor in the distribution of funds for local road comstruc-
tion. In its discussion of the general objectives and puwr -
poses of highway tax sharing the Virginia study is in sub-
stantial agreement with this thesis. Nothing found in the
presentation contradicts any of the findings of the study of
the Tennessee situation. It is a similar analysis of a prob-
lem in another state, however, the basis for conclusion and
the application of theory are different in the two states.

The purpose of this study is to supply a well-planned
coherent analysis of gasoline tax distribution in Tennessee.
It is hoped that this survey will present thorough.and un-
biased information that will prove of value to those within
whose power any moditication or continuation of the distribu-
tive plan may come. This thesis is also purposed to provide
those interested persons and students a source of infarmation

concerning the shared gasoline tax or the gasoline grant-in

aid in Tennessee, a hitherto scareely explored field.

7 Ibid., p. 180.
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This thesis is a study of the highway grant-in-aid or
shared tax in general, but with the purpose of applying the
theories and data speciriecally to Tennessee tax sharing. The
historical background of the highway shared tax will be pré-
sented, and current theories of tax sharing and their appli-
cations in the different states will be noted. A historical
analysis'of the gasoline grant-in-aid in Tennessee will be
made. Chief attention will be given, however, to the mode
and manner otr distributing these shared revenues in this state,
and the effects or this distribution determined.

The questions that this study is attempting to answer
are:

1. Does the system now used in Tennessee in distrlbu-
ting the gasoline tax funds to the counties of the state
fulfill the purpose for which the distribution was intended?

2, What are the specific advantages and disadvantagés
of the present System of allocatibn?

3. What alternative systems‘of allocation are avail-
able? If adopted, would they tend in any way to lessen the
grouﬁds for critieism?

The problem reélly presents itself in a two fold mannerj
first of all, the equity of the distribution among the present
sharing participants, the counties, will be determined; and

second, the problem of the consideration of the municipal units



of the state as sharing bodies will be discussed.

In the course of this thesis, the author will attempt
to show-what can best be considered a just and equitable dis-
tribution. In setting this up, the alternative methods of
distribution that are now in use in the various states will
be examined and evaluated. The present system of allocation
in Tennessee will be compared with these alternative systems
as to actual effects. The discriminations found in the present
system will be noted and their severity and possibility of
correction and prevention will be stated.

Throughout this analysis, reference will be made to the
two terms, shared tax and grant-in-aid. The system of dis-
tributing tax revemues in this state may be referred to as
either a shared tax or a grant-in-aid to the local units. 1In
fact, the sharing does contain an element of both. A grant-in-
ald carries with it the idea of a fund being earmarked for a
specific purpose; in this regard, the returned gasoline tax
qualifies as a grant-in-aid. However, when a local unit re-
ceives a certain percentage of a specific tax and not a desig-
nated sum regardless of tax yield, the funds returned may be
correctly classified as tax shares. For these reasons, the
two terms will be used in this study as being synonymous and
no distinction between the two will be made. Experts in the

field of public finance do not even agree upon the definition
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of the two terms. Mr. Blitterman would classify the tax studied
as a highway grant-in-aid,8 while Miss Newcomer would regard 1t
as a shared tax.®

The term "local unit of government" 1s used to refer to
those levels of governments below that of the state. As the
gasoline tax 1s now shared only with the countles 1n thils state,
in many cases "local unit" will be synonymous with "county".
However, 1n that portion of the study in which the municipali-
tles of the state are considered, the mmnicipalities will also
be referred to as local units.

As was stated, the purpose of thils study 1s to determine
whether the distrlibution of the gasoline tax 1s equitable. By
an "equitable" distribution 1s meant one in which the actual
returning of the funds most adequately meets the objectlve for
which the funds are supposedly allocated. If no deflnite pur-
pose or objectlve of the distributlon 1s known, the equity of
the distrlbutlion can best be determined by applicatlion to the
possible objectives, (e.g. need of the local units, tax paid
in, relief of local taxation, etc.).

This chapter has 1ndicated the lmportance of the problem

8 H. J. Bltterman, State and Federal Grants-in-Ald,
(New York: Mentzer, Bush & Company, 1938), De 10.

9 Mabel Newcomer, "Proposed Classification for Central
Governmental Aid to Local Governments," Proceedings of the
National Tax Association, 1938.
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and some of 1ts implications. The scope of the study has
been Indicated, and the reasons for 1ts presentatlon stated,
Some indication as to the possible values to be gained from a
study of thils sort has been mentioned. The need for such an
analysis has been noted, and those controversial terms which

will recur in the text have been explalned.



CHAPTER II

HISTORICAL ANALYSIS OF THE HIGHWAY GRANT-IN-AID
OR SHARED TAX

The need for centrallzed filnancial administration in
the construction and malntenance of roads and highways was
not greatly felt until the advent of the automobile. Wilth
the exceptlion of one l1mportant perliod, road construction was
consldered as a purely local functlon and was financed as
such. The perlod of exceptlion was, of course, the perlod of
fhe so called internal improvements that occurred early 1n
the nineteenth century. States and even the federal govern-
ment were expending funds for the constructlon of roads and
bridges. Out of this effort came such developments as the
"National Pike" and the "Cumberland Road." But in the mailn,
roads were flinanced by local units of government. Each road
district or townshlp was permitted to exact a road labor tax
from 1ts inhabitants, and such labor was to be expended on
the constructlon and malntenance of roads within the district.
But even as travel was contlnued through the use of horse
drawn vehicles, 1solatlon between scattered communltles was
broken down, and the need began to be felt for some well
linked system of contiguous routes. Travel between county

seats became a necesslity, and movements toward establlishing
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such needed extra-local roads grew 1in scope.

This need culminated in the emergence of the turnpike
system. Primary or connected routes were constructed and
operated as private utilitles, empowered to assess the road
users in the form of tolls. The turnpike system reached its
peak of prosperity during the latter part of the past century
and was very efficlent for a time. Roads connecting towns in
adjoining counties and considered extra-local were adequately
financed b§ the turnpike companies. But even under this system,
the need for a more edequate means of financing the "feeder"
or secondary roads was felt. Road labor, which consisted of
a few days per year spent in clearing of rights-éf-way, grading,
etc., was very inefficient and unsatisfactory.

As a means of remedying this difficulty and providing
a better and more integrated financing of this type of roads
county highway commissions came into existence.l Under the
use of the commission device, both local and extra-local roads
were proposed by the county commissions and were financed out
of the general property tax levies of the county. While this
was a progressive step toward increased financial centraliza-
tion, county boundaries constituted a limitation upon the

efficiency of such systems.

. H. J. Bitterman, State and Federal Grants-in-Aid
(New York: Mentzer, Bush and Company, 1938), D. 212.
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The next step in the development of highway flnancing
was the Introduction of the state ald movements. Prior to
1900 a few small subventions were established by the eastern
states as devices for improving local administration. These
early grants were used primarily as a means of encouragement
to local authorities; grants were made i1n order that some
degree of state specification or supervision could be exer-
clised over the location and upkeep of the primary routes. In
1891, the state of New Jersey adopted the first pure grant-in-
ald for highway administration. A state highway department
was created and was empowered to pay part of the construction
costs of the locally administered roads. This system was con-
ducive to lmproved construction by local authorities because
the grants were conditional. The difficulties in the system
lay in the fact that local authorities still held power to
locate roads, the result being no regular network of connected
highways but patches of good road here andthere according to
the whims of county politicians.?

Types of state aids to localities simllar to the New
Jersey plan were common prior to the World War, especilally

in the New England and Middle Atlantic states.® These grants

2 Ip1d., p. 220.

S Austin F. Macdonald, Federal Aid (New York: Thomas
Y. Crowell Company, 1928), p. 86.
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were largely allocated malnly for the purpose of encouraging

local construction by providing a flnanclal 1incentlive. The

alm was the constructlon of a more integrated system of high-
ways brought about by the cooperative work of the local author-

l1tles.

With increasing motor travel the need for better
connected and constructed highways became urgent,
while the automoblle provided a productive source
of revenue in the reglstration tax and subsequently
the fuel exclse. The usual practice of segregating
these taxes into a special fund to be expended for
highway construction and maintenance was effectually

" the applicatlion of the beneflt theory to the highway
problem. Highway administratlon was essentlally a
local problem and functlon with 1lncldental state
supervision up to the perliod immediately following
the war. Consequently, since the state governments
imposed and collected the taxes, the grant-in-aild
was the most feasible method of using these reve&ues
within the then exlstling governmental structure.

However, difficultlies were found in the administration
of such grants-in-ald, and the states began to take over
direct control of the constructlion and maintenance of trunk
routes throughout the country. Local adminlstration was found
to have important, technical and administrative handicaps.

The states were greatly encouraged and some were prac- A
tically forced to take over central highway control and Sﬁp-

ervision upon the passage of the Federal Ald Road Act of 1916.°

- Bitterman, op. cit., p. 122.

S United States Statutes-at-Large, Sixty-fourth Congress
Session 1, p. 355,
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This act provided that the federal government would expend
funds upon rural post roads in the varlious states 1f certain
conditions were met. The monles were to be expended by the
Secretary of Agriculture in cooperation with the state'highwayl
departments of the different states. Thils made 1t necessary
for each state wishing to sharé these funds to establish some
sort of a central planning agency in the form of a highway
department. In those states that were constitutlionally pre-
vented from entering into highway constructlion, the local
units were empowered to ralse the necessary revenues and se-
cure the federal aid. Federal funds could 1n no case make up
more than fifty per cent of the total construction costs of
the roads upon which the funds were used; therefore, state
expendlture was encouraged. The funds were to be used only
in the construction of "substantial® roads, and maintenance
was left entirely to the states.

The federal ald caused the states to begin the control
and supervision over all trunk or primary routes, thus re-
lieving the local units of a large part of thelr overburden
of road financing. Concomitant with the 1lntroduction and
growth of federal ald came the rapid Improvement of the auto-
moblle. The fact that the perliod 1n which these were taking
place was one of prosperlity brought about the almost unheard

of expanslon of highways throughout the nation. Provided
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with a stimulus, the states took over the construction problem
in an unprecedented fashion, and state road systems were rap-
1dly evolved.

As long as thé states derived their maln hilghway rev-
enues from motor vehicle reglstrations, property taxes, and
bond 1ssues, the demand that any of the funds be returned for
use on local roads was slight. But with the introductlon and
rapld growth of the gasollne tax as an lmportant revenue source,
there arose the demand that a certain portion of these funds
be returned to the local authoritles. The gasoline tax was
first lmposed 1n Oregon in 1919, and by 1923 thilrty five states
had passed gasollne tax laws.6 The motor fuel tax soon became
the most important source of highway revenue, and has in re-
cent years been the most Important source of state revenue
generally.

The desire had arlsen for an increased mileage and im-
proved condition of "feeder'" roads, or those roads which were
purely local 1n character. The financing of such roads had
not improved much over the outmoded road labor tax system, and
in many cases the road labor tax was stilll in practice. Such
meager funds as were avallable for use on such roads were
necessarily derived from the general property tax returns,

since 1n most states local units were not empowered to levy

6 Bitterman, op. cit., p. 94.



18
speciflc taxes on highway users, elther 1n the form of gasoline
taxes or reglstration fees.

As thils deslre grew stronger states began to return the
local authoritles certaln percentages of revenue collected,
and consequently after 1924 "local shares of taxes increased
year after year, so that now approximately thlrty per cent of
highway revenues are granted to local authorities for road
purposes."7 These later grants-in-ald or shared taxes serve
a different purpose than the pre-war allocatlons. Whlle those
in the earlier period were mainly used as an administrative
device to encourage local activity, the later grants are merely
a means of sharing centrally collected taxes and do not nec-
essarlly carry with them any ldea of supervision or control.

An important factor that led to thlis tendency toward
increased sharing of highway taxes with the local unlts was
the fact that many of the states had substantlally completed
thelr highway systems of connected or trunk routes. Through
the rapild construction of highways financed largely by bond
i1ssues the states had completed all badly needed priﬂ;ry routes,
and the highway departments were left only with the éask of
maintalning those routes already constructed. Thls, coupled

with the ever 1lncreasing returns from the gasollne tax due

7 Ibid., p. 123.
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to increased motor travel, caused the states to be 1n a posi-
tion where they could rightfully share considerably greater
portions of the total highway tax collections with the local
units. | |

The payment of the states to local governments on high-
way accounts has risen from $17,000,000 in 1915 to well over
$400,000,000 in 1938.8 This includes those funds that are
used to pay off bonded obligations of the local units as well.
as the amounts directly returned to them.

In 1937 three states returned more than one-<half of
total highway revenue to local units of government; eleven
states returned over one-third; and five made no allotments
whatsoever. Local roads received over twenty four million
dollars 1n one state, while in ten states less than a million
was distributed.®

The following table will serve to show the increasing

amounts of highway grants paid:

8 M. R. Davison, "State Financial Assistance to Local
Governments," Proceedings of the National Tax Assoclation,
1939, pe 160%

9 "States Share With Local Governments
Motor VehIcTe and Gasoline Taxes," American City, 53:107,
November 1938,
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TABLE I

ESTIMATED HIGHWAY GRANT-I?—%ID EXPENDITURE
1915-1939'&

Local shares of Local shares of

Year motor vehicle tax gasoline tax
1915 $4,658

1923 24,035 $8,419
1924 40,589 17,136
1925 48,396 83,722
1926 57,114 43,655
1927 63,451 58,670
1928 65,963 60,732
1929 72,633 88,566
1930 73,640 118,248
1931 78,147 134,311
1932 82,678 129,423
1933 76,462 146,501
1934 93,802 163,330
1935 96,940 176,077
1936 108,262 199,952
1937(D) 104,539 171,142
1938 104,789 166,272
1939 110,851 188,005

(a) H. G. Bltterman, State and Federal Grant-in-Aid,
(New York: Mentzer, Bush and Company, 1938), DP. 220. Data
originally compiled by the United States Bureau of Public
Roads.

(b) Data for the years 1937,1938, and 1939 taken
directly from publications of the Bureau of Public Roads.
1937, Public Roads, October 1938, p. 167-70. 1938, Public
Roads, August 1939, pp. 127-30. 1939, Public Roads, November
I§25, PPe 174=79.
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In 1937, the gasoline tax was shared in 25 states
while motor vehicle registrations were shared in 11 states.
By 1940, these figures had risen to the point that gasoline
taxes are shared in 27 states and motor vehicle registration
fees in 20 states.lo

The amount or percentage of total highway revenue
shared varies widely in the different states. The proportions
of the gasoline tax distributed to the local units Qary from
66 2/3 per cent in Illinois to 12 1/2 per cent in Minnesota,
the average being about 30 per cent in those states that share
the tax. The percentage allocations of registration fees in
those states that share them vary from 100 in Florida to 40
per cent in New York. Most states that share the registration
fees return over one-half of them to the local units.ll

The trend in recent years has been toward increased
sharing, and this 1is likely to continue for some time. There
has been, however, in some states, a shift of all roads, in-
cluding those purely local, to state jurisdiction, thus de-
stroying any necessity for the use of the tax sharing or grant-
in-aid device. North Carolina, Virginia, Loulsiana, West

Virginila, and Delaware have now assumed full state control

10 Tax Research Foundatlion, Tax Systems of the World,

1938.
11 Tax Research Foundation, Tax Systems of the World,

1940.
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of all rural roads. Aside from these, only ten states share
neither the motor vehicle fees or the gasoline tax.12 These
states 1n general have some method of subvention for the sup-
port of local roads.

The shared tax 1s likely to continue as a device in
state and local fiscal relationships. It has been proven that
taxes such as the gasoline tax can be more efficiently ad-
ministered i1f collected centrally. Full state control of all
roads has much to warrant its adoption in many states, but
certain factors probably will prevent this being done. Central
administration of the many miles of rural roads in some of the
larger states would entail elther very complicated planning
devices or expenditure determined by political influence. Aside
from this the construction and maintenance of these rural roads
has grown up as a traditional function of the local units. The
varying abilities of the local units to support comparable local
systems, plus the traditional ideas of self determination and
self sufficliency among the local units are other factors con-
ducive to the continuation of the shared tax. In order that
these local traditions can be upheld, and centrally collected

revenues be used on local as well as state roads, the grant-

L Connecticut, Kansas, Maine, Massachusetts, Missouri,
Nevada, New Hampshire, Rhode Island, Utah, Vermont.
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in-ald or shared tax serves a worthy purpose.

The chlef obstacles 1n any further expansion or con-
tinuation of the tax sharing or grant-in-ald device seems to
lle 1n the fact that 1n some cases such allocations do tend
to perpetuate sub-marginal unlts of government, without which
the states could, no doubt, function more efficlently. How-
ever, most of our local governments are far from bankrupt,
and a "judiclous combination of local taxes and state grants
should preserve a generous share of responsible self govern-
ment for time to come,"1S

In this chapter, the historlcal development of the
shared tax or grant-in-aid 1n the fleld of highway finance
has been traced. Some 1dea of the growth of these devices
has been 1llustrated, and an indication as to the place of

the sharing device in the future of highway flinancing has

been glven.

13 Mabel Newcomer, "Revenue Sharing Between Federal
and State Governments and Between State and Local Governments,"
Proceedings of the National Tax Assoclatlon, 1936, p. 282.




CHAPTER III

ALTERNATIVE METHODS OF DISTRIBUTING SHARED

HIGHWAY TAXES AND GRANTS-IN=-AID

The Objectives 1n Allocating Highway Tax Revenues

Before attempting to describe and analyze the various
devices used for distributing state highway revenues to local
units, 1t 1s necessary to know the purposeé or objectives for
which the distributlons are intended. @s has been pointed
out, the earliest objective of the grant-in-ald or shared high-
way tax was the stimulatlon of actlvity by the local authorities.
This continued as the primary purpose of such subventlions as
long as thé states were constitutionally or otherwlse prevented
from undertaking highway construction and maintenance. Higher
units of government, the states, sought to encourage expendi-
ture by local authoritles for uses'that were in part extra-
local.

Since the World War, however, such an objectlve or pur-
pose of the shared tax, while still in the background, has
been relegated to a position of minor importance. Other ob-
jectlives that have grown in importaﬁce during the last two
decades are: filrst, the sharing of centrally collected revenues

for the purpose of returning the funds to the place of origin;
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second, the equalization of the costs and opportunities of
highway facllities among the local units in a Jurisdiction;
third, the relief of the revenue stringencles of the local
units; and fourth, the centralized control of local expend-
iture.

The modern grant-in-aid 1s useful in that it provides
a means whereby centrally collected revenues can be returned
to the place of origin. The theory has generally been held
in the taxation of motor vehicles that the funds collected
from such taxation should be directly expended in the con-
struction and maintenance of highway facilities. Thus, in
the history of highway finance the application has been one
of the beneflit theory of taxation. The taxes levied on motor
vehicles have been considered as separate apd apart from the
general level of taxes. They have been considered as having
a single purpose, that of financing the highway program; thus,
the funds have been generally earmarked for specific uses.

Motor vehicle taxes have almost invariably taken the
form of one of two types, the gasoline or motor fuel tax and
the license or registration fee. The very nature of these
taxes, especlally the motor fuel tax, makes it expedient that
they be collected and administered by a central administrative
agency, notably the state. But, in order that the benefit

theory apply in full, since the states usually do not control
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all roads, a means had to be found whereby certailn portions
of these centrally collected and controlled revenues could E
be returmed to those jurisdictlions supervisling expendlture on |
those roads not under state supervision. The taxes could be
much more efficlently administered if collected centrally,
therefore, a return to the commmunities where the roads were
used was made necessary. The grant-ln-aild or shared tax was
the only means applicable to this purpose. Motor vehlcle taxes
are centrally levied and collected 1n nearly all states, and
local units are not empowered to levy separate motor fuel or
reglistration fees.1 |

The equalization of costs and opportunities of highway
facilities among the local units 1s a main objective of many
tax sharing schemes at the present time. Here the famlliar
question as to whether the larger and more prosperous units
should help support the poorer units within the same juris-
diction comes to the fore. The thought in recent years has
been that 1f a state had a large ald fund to be allocated to
the local units, a certailn part of thls fund should be used

to equalize opportunitlies between the richer and the poorer

districts, supplementing the defliclencles of the poorer

1 A few states permit local levies 1in addition to
the state levies. Now there are elght of these states al-
lowing local gasoline taxes. These are: Alabama, Florida,
Louisiana, Mississippi, Missouri, New Mexlco, and Wyoming.
Public Roads, 9:174, November 1940.
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ones.? This system of distributlion has been widely used in
school filnance especlally, and works toward the ultimate goal
of equalized opportunity throughout the central government,
the state. "Equallization between one part of a jurisdiction
and another 1s of the essence of government."3 According to
one of the leaders 1n the fleld of public filnance, the current
trend quite clearly 1s leading away from supplementary and
encouragement bases of state ald distribution to equalization
distribution.?

An alm of the shared tax closely related to the one
mentioned above 1s the sharing of revenues for the relilef of
local taxation. The constant expansion and improvement of
governmental operations and functions has, 1n many cases, led
to the inadequacy of local sources of revenues to support all
local traditlional governmental functions. This alm of the
shared tax, relief of local revenues stringencies, 1s resson-
able to a degree, but a shared tax 1s useless 1f 1t 1s re-
turned for relief purposes alone. As was polnted out, 1t
will cause certaln weak and lnefficlent units to outlive their

usefulness, and will tend to perpetuate dependence upon the

2 Williem J. Shultz, American Public Finance, (New York:
Prentice-Hall,. 1938), p. 680,

3 M. H. Hunter, Comments, Proceedings of the Natlonal
Tax Assoclation, 1938, p. 347.

4 shuitz, op. cit., p. 682.
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central agency.

One of the origlnal purposes of the early grants-in-ald
was the central control of local expendlture and subsequently
local activity. This leads to a dilstinctlion between the grant-
In-ald and the shared tax, although the dividing line between
the two 1s very difflcult to determine. However, the grant-in-
ald carrles with 1t an indicatlon of closer central control than
does the shared tax. Grants are made for speciflc purposes and
usually are condltlonal; tax sharing permits greater local au-
tonomy. In most states the bulk of highway grants involve no
speclal control beyond that obtalning for local revenues, since
payments are merely made to the county road funds without spe-
clal limitation.S According to Mr. Shoup, if the grant 1s
returned to each locallty on the basis of origin there 1s no
need of central control or condltion; but, 1f the grant con-
stitutes a transfer from thelwealthier to the poorer sectlons,
then certaln measures of control and condltlon should be placed

upon them.6

S5 H, J. Bltterman, "Tax Sharing and the Transfer of
Functions," Proceedings of the National Tax Association, 1938,
p. 344.

6 Carl Shoup, "Conditional versus Fixed Grants and
Shared Taxes," Proceedings of the Natlonal Tax Assoclation,
1938, p. 351,
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Possible Bases of Distribution

Now that the objectlives behind the distribution of
highway funds to the local governments have been examined, 1t
is well that an analysis of the possible bases upon which dis-
tribution systems could be placed be made. Just what are the
varlous theorles of distribution that may be put into effect
in the sharing of taxes? There are three comprehensive bases
of distributlion; first, equal sharing among the local units
regardless of size, tax collections, or need; second, distri-
bution among the local units according to some measure of
source or origin of the tax monles; and third, distribution
according to some measure of need of the units in question.

Of course, the simplest method of distributing shared
revenue to local governments 1s to return to each locallty a
prescribed fraction of the total tax. TUnder this method each
of the separate localltles of the state willl recelve an equal
share of the total tax to be returned. Any sharing system
upon thils basis 1s, of course, no attempt at equallzing between
the units or returning funds to places of collection. Such a
sharing constitutes a gift by the central government to the
local units, for the money 1s shared on no measure justifying
any purpose or objective.

Equal sharing, however, 1s not the most common basis

for return of highway tax monles. Miss Mabel Newcomer found
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in 1936, that 57 per cent of all shared taxes and grants-in-
ald, iIncluding hilghway and all other types, was A1stributed
where collected or on some base desligned to return the money
to the communilty of origin.'7 When an attempt 1s made to share
taxes on a source basis the alm 1s to return to each locallty
a certaln portion of the tax collected wilthlin 1ts boundaries.
This method of distrlibution 1s usually made on some presumptive
basls of collectlon, such as populatlon, or value of property
assessed, or number of vehicles reglstered. But if taxes are
shared on such a basls, 1t must be assumed that such a basis
represents as nearly as possible the relative amounts of the
tax pald 1n and thus subsequent utllization of the facllitles
for which the monies are to be expended. Distribution accord-
ing to source or origln enters into detérmination of all bases
of sharing, but in few cases does 1t constitute the sole de-
termlnant. Distribution accordling to origin, however, encoun-
ters two major difficulties. The first 1s, that in the case
of most centrally administered taxes, origin cannot easlly be
determlned wilth accuracy. The second difficulty 1s that it
frequently bestows upon some fortunate dlstricts far more fi-

nanclal recelpts than such districts have need of, or can

7 Mabel Newcomer, "Revenue Sharing Between Federal and
Stats Governments and Between State and Local Governments,"
Procgedings of the Natlonal Tax Assoclatlion, 1936, p. 280.

13



31
utilize to the best advantage.

The third basis for distribution frequently employed
where the shared revenue 1s earmarked for some particular
function, 1s some measure of the relative obligation of the
localities in connection with that function.8 An attempt is
made to distribute revenues among the different jurisdictions
according to the relative needs of the units. As far as pos-
sible each unit is supposed to receive the portion of revenue
which it needs and which it can best administer.

Such sharing systems are a step toward the desir-

able goal of equalization--but only a step, since they
do not take into account the varying capacities of

the localities to support the functions to which the
revenues are earmarked. And 1f equalized support of
some local function, particularly one that 1s extra
local to a degree, 1is desired, a grant-in-aid which
entalls an element of state control would seem a more
efficient method than an equalized sharing of tax
revenues. This criticism would not apply to an equal-
ized sharing if the shared revenue went into the gen-
eral fund of the benefited local governments--but

until now equalizing bases of distribution have not
been applied to tax sharing.9

Thus, we have explained the.three comprehensive bases
of distribution which are used in the sharing of motor vehicle
registration qnd motor fuel taxes; equal allotments, shares
according to source, and shares according to need. All actual

distributive systems represent elther an attempt to carry out

8 Shultz, op. cit., p. 672.

° Ibid., p. 673.
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one of the above or represent a combination of two or mare of

the bases.

Actual Methods ig Use

There is great diversity in the actual distribution
methods used by the various states in distributing motor
vehicle registration fees and gasoline sales taxes. In the
early thirties studies made on this subject indicated that
in 41 states, registration fees were allocated to the states!
highway funds in 13 different proportions. For county high-
way purposes allocation of revenues occurred in 11 different
proportions, and for city highway purposes in three different
proportions. In the case of the gasoline tax, 43 states al-
located such revenues to state highway funds in 11 different
proportions and to local highway purposes in 20 different
proportions.lo

Only a very few states share highway revenues equally
among all the local units, although many use equal grants
along with other bases in distributing tax monies.

One of the most widely used distribution systems 1is
that of allocatlion according to population ratios of the

localities. Population as a base is used first because it

10 George B. Chandler, "The Collection and Distribution
of Revenue," Proceedings of the National Tax Association, 1932,
p. 53.
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is easy to administer and to determine tax shares on such a
base; 1t 1s also a traditional base ofldivision of any sharing
among localized governmental units. The theoretical justifi-
cation of the use of population as a base lies in the fact
that the population of a community supposedly represents to a
degree the relative amount of the tax paid in that community
as accurately as any other measure, 1f the exact amounts col-
lected from the local units cannot be obtained. Population
density 1s supposed or assumed to represent the peg;¢%g§ta
utilization- of road facilities. A high correlation ﬁétWeen
population density and traffic density must be assumed. The
discrepancies in using population alone as a basis lies in
the fact that such a distributive system fails to take cog-
nizance of the variance among levels of community incomes and
cormunity progressiveness. Prosperous, progressive, or exclu-
sive communities can be reasonably expected to possess a much
higher per capita ownership of automotive vehicles and conse-
quently greéter use of the road facilities than would be found
in the poorer and less prosperous neighborhoods. Therefore,
greater amounts of motor taxes are paid in these.weal£hier
areas; need for returned funds is greater, and thus greater
amounts of the shared taxes should be returned to them.

| Certaln types of grants-in-ald and shared taxes are

allocated according to the relati&e percentages of the total
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tax actually collected there. When this 1s the sole basls of
distribution, of course the beneflt theory alone 1s theoreti-
cally applied. But the very nature of the gasoline tax, makes
distribution on a collection basis lnequitable. Gasoline taxes
are collected from the wholesale distributors, and these dealers
operate from central distribution points, thus making the place
of tax payment far removed from the place of actual incidence
of the tax. For this reason, sharing of motor fuel taxes on
a collection basis 1s neither logical nor possible. In the
case of the motor vehicle registration fees, such a basis is
much more useful and applicable, and i1n many cases these funds
are distributed according to'collection.

Another sharing basis closely related to the population
and tax collection devices 1s the assessed valuation of prop-
erty within the local jurisdiction. This is also a system
aimed at return of the funds to the place of taxation incidence,
but also takes into consideration the varying ablilities of the
locallities to support local functlons. Difficultlies in such a
system are similar to those found in distributlon on a population
basis. Assessed property valuation in no way represents any de-
gree of either motor tax collections or need for funds for con-
struction or mailntenance of highway facilitlies. Assessed val-
uations are an iImportant factor in the determination of tax

shares only insofar as they measure the relative abllities of
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the local units to support the functions to which the shared
funds are to be allocated.

One of the most common bases for allocation which aims
at measuring both amounts pald in and relative need of shared
funds, 1i1s the ratio of registered motor vehicies in the local
units to the total registered in the state. Many states share
motor taxes on this basis alone, and such a system has much
in its favor. The number of motor vehicles registered is prob-
ably the best measure of actual traffic movement within the
locality and upon local roads. It is the only easlly determined
measure of relative utilization of highway facilities. While
no definite conclusions can be reached, it can be reasonably
assumed that a high correlation exists between number of motor
vehicles registered in the various localities and the actual
use of such motor vehicles on the local roads, and subsequently
the payment of motor fuel taxes and registration fees. The
difficulties in such a distribution are evidenced by the large
numbers of commercial vehicles that register from central con-
trol points and travel throughout many localities and on many
local roads separate from those of the locality in which the
vehicles are registered. The place of registration in no way
represents operational movement of motor vehicles. Many ve-
hicles registered in large citles and using city streets prob-

ably run their greatest mileage on country roads of nearby and
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adjoining counties. The percentage of motor vehicles in a
locallty represents a good base for tax allocatlon 1if used
concomitantly with other bases, but used as a sole determinant
i1t 1s 1nadequate as are all the others.

Sharing according to population, tax collections, as-
sessed valuations, and to a certain extent number of regls-
tered vehicles, are éupﬁosedly aimed primarily at returning
tax monles to the polnts of tax incldence. Other bases, how-
ever, alm primarily at distributing the centrally administered
funds on some measure of the relative needs of the local units
in question. Distribution according to need implies that the
entire state or nation has a direct interest in the matter
and cannot afford to have poor conditions existing in the in-
dividual units. A thoroughgoing equalization grant necessar-
11y combines several elements 1n 1its distfibufion basis. In
the case of highway aid, factors taken into conslderation
would be area, highway mlleage, population, character of traf-
fic to be served, cost of construction and malntenance of the
secondary roads upon which they are to be expended.

When the taxes are shared according to need certaln of
the local units are bound to receilve more than they contribute,
causing difficultles to arise. The poorer secéions may have
the balance of political power and may see in such a sharing

a means of getting something for nothing. One method of
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allocation according to need 1s sharing according to the ratio
that the mileage of local roads in each locality bears to the
total rural highway mileage in the state. This system does,
to a degree, return the monies to the places where ‘the need
is greatest. However, rural road mileage alone as a measure
fails to take into consideration varying traffic densities on
such roads and also cost of constructlion and maintenance of
such roads. It also assumes that present road mileage is ad-
equate 1In all areas and does not recognize that need for new
construction 1s much more pressing in some areas than 1n others.
Rural road mileage coupled with some measure of traffic den-
sity of these roads would provide a much more adequate and ap-
plicable sharing base, but traffic densities are very incon-
stant and very difficult of measurement.

Another basis of sharing with intent to satisfy relative
local need 1s the area of the local units in ratio to the total
area of the state or central authority. The maln advantages
in tax sharing on an area basis lie in the ease in which the
allocations can be determined and the tendency of the local
areas to remain constant from year to year, thus reducing ac-
counting activities; for these reasons it has been used ex-
tensively in tax sharing. Counties of large area can be
expected to possess a greater need than counties of small areas
in general, but exceptions are very common. Density of popu-

lation is excluded, and thus area alone 1s a very poor base
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for distribution of highway monies.

Because of the ease of allocation and the relatively
constant characteristics of the two bases, plus the tradi-
tional background of both, area and population are very often
combined to make up the basis of distribution. Together they
make for a far more equitable distributlion than any single
base but are still not fully satisfactory in the distribution
of shared funds. Over-weighing in either direction 1s possible,
and in some cases variance in area or populatidn or both rep-
resent in no way variance in the utilization of rural or sec-
ondary road facilities although they do tend to indicate ten-
dencies in the direction of such variances. Combinations of
all the various bases mentioned are used in the different
states. Although complete data are not availlable revealing
actual bases of allocation in all the states, distribution
systems of certaln states will be pointed out as 1llustrative
of the many comblinations and devices used.

The following are distribution systems of several of
the states, (gasoline tax shares only):

In Alabama, each of the sixty-seven counties share

equally in the collection of a tax of three cents per gallon.ll

11 H. H. Chapman, "Distribution of Tax MNonies to Local
Governmental Units," University of Alabama Business News,
Bureau of Business Research, University of Alabama, 5:11,

July 1, 1935.
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In California, 33 1/5 per cent of the total receipts
is distributed to the countles and citlies on the basis of the
proportion of the registered automobiles in such subdivisions
compared to the total number in the state.

In Illinois, 33 1/3 per cent is returned to the cities
and 33 1/3 per. cent to the counties on the baslis of population.

In Maine, the distribution is made in proportion to the
number of miles of unpaved roads in each locality.

In Michigan, 1/8 of the total is divided equally among
the counties, and 7/8 in proportion to the amounts received
from the owners of registered vehicles in the several countiles.
The apportionment to cities and villages is very complicated,
with population the main factor.

Nebraska g@llocates 30 per cent of the gasoline tax
receipts to the countlies on the basis of the number of regis-
tered vehicles.1?

From a glance at the above systems, allocations accord-
ing to population or number of registered vehicles seem to be
the common at the present time. Of course, data available
from the above mentioned states are not sufficient evidence

to base any conclusions as to which 1s the most widely used.

L2 Ambrose Fuller, Consultant, American Municipal
Association, in a letter to Mr. W. K. Newell, Executive
Secretary, Tennessee Municipal League, January 15, 1941.



40

In the course of thls chapter, we have attempted to
present first the various objectives of'highway grant-in-ald
and shared taxes, and second the possible bases upon distri-
bution systems could be founded, -gnd lastly, the actual sys-
tems as they are in use today. Of course, many, 1f not most
of the actual dlistribution systems, have no scilentific or
theoretical background whatsogver. Many of them have been
set up on a purely arﬁitrary besls with no attempt being made
at allocating those portions which were actually collected
from the separate localities or thé‘portions which the locai
jurlsdictions need. Much of the highway tax sharling represents
only the respbnse to a stimulated local demand, and thus the
allocation systems are set according to what 1s politically:
expedient rather than what 1s f inanclally sound. The alms of
the formulators of such policles, were, 1n large, to please
the greatest number of voters rather than to return tax shares

equltably to the local unlits of government.



CHAPTER IV

GASOLINE TAX SHARING IN TENNESSEE

Historical Background

Untill 1915, except for the brief period of internal

1mprovements during the decade between 1830 and 1840, the

bullding and maintalnling of roads 1n Tennessee was left en-
tirely up to the countles and other local units of the state.
As early as 1912, the growing use of the automobile had fo-
cused attentlion upon the need for a coordinated system of
well-linked highways. In 1916, an act was passed by Congress
providing for the distribution of Federal Ald to the states
for road bu;lding purposes. It was probably in anticlpation
of thls act that the flrst step was taken at state control
or supérvision of highway activities in Tennessee, when the
state leglslature 1n 1915 passed an act creating the State
Highway Commission and a State Highway Department.l
The Commlssion was to be composed of six members,
three appointed by the Go&ernor, and three ex-officlo; the
latter consisting of the State Geologlst, the Dean of En-

gineering at the University of Tennessee, and the Governor.

The chief dutles of this Commission were: filrst, the collection

= Public Acts of Tennessee, 1915, Chapter 100, Sectlion 1.
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of Informatlion and the planning of a connected highway system;
second, the establishment of standards of'construction; third,
the advising of local road authorities; and foﬁrth, the ex-
ecution of contracts with the Federal Government in connection
with expenditure of the federal ald funds. The funds for high-
way purposes durlng the perilod from 1915 to 1917 were derived
largely from regisfration fees on automoblles and trucks which
amounted to about $200,000 for the bilennium ending December 17,
1916.2

In 1917, additional revenues were provided by the levy
of a speclal tax on property-’3 The perlod from 1917 to 1923
was characterized by an all around lncreasing of state high-
way actlvity. The speclal property tax levy and the motor
vehicle fees ylelded about $11,000,000 during the period.4
In 1917 the state passed an act assenting to the provisions
of the federal ald act, and in 1919 a new act was passed

recreating the State Highway Commlssion and assignlng more

2 Dennessee Taxation and Public Finance, Report of
State Tax Committee, November 1930. p. 26

S Public Acts of Tennessee, 1917, Chapter 74.

b Charles P, White, "Problems of Taxation in Tennessee,"
Annals of the Amerlican Academy of Political and Soclal Science,
153:238-45, January 1931.




43
more deflinite dutles to the department.5 Provision was made
for the construction of roads under a co=-operative system,
the countles to furnish a part of the funds elther through
taxation or bond 1ssues.

In 1923, the flrst concrete attempt to broaden the tax
structure under the leadership of Governor Peay culminated in
the iIntroductlon of the gasoline tax as a means of providing
state revenue. The speclal property tax for highways was re-
pealed, and a tax of two cents (2¢) per gallon was placed on
all gasoline sold or distributed in the state.6 This tax was
to be pald to the State Commlssioner of Flnance and Taxatlon
by each distributor. Durling the flrst year of 1ts operation,
the gasoline tax ylelded nearly twice as much as the specilal
property tax.7

During the perlod from 1923 to 1925, the state con-
tinued to flnance trunk roads in cooﬁeration with the countles.
The gasoline tax was Increased to three cents per gallon in
1925,8 and was further increased to five cents per gallon in
1929.° The state during thils period attempted to adopt a "pay

S Public Acts of Tennessee, 1919, Chapter 149, Sectlon 6.
6

Public Acts of Tennessee, 1923, Chepter 58, Section 2.

7 Pennessee Taxatlon and Public Finance, op. cit., p. 28.

8 Public Acts of Tennessee, 1925, Chapter 4, Section 1.

9 Public Acts of Tennessee, 1929, Chapter 11, Section 1.
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as you go" policy and the use of long term bonds. The clamor
that a modern highway system was immedlately needed led to
the rapid appropriation of funds necessitating creation of
large highway debts. The practice of requliring the counties
of the state to contrlbute to the construction costs of state
roads bullt within thelr boundaries brought about a clamor for
relief by the countles. Most of the funds were ralsed by bond
issues, and as the burden 1lncreased, the countles called for
ald.

The flrst attempt of the state to share any of the bur-
den of the local units in connectlion with road flnanclng came
in 1927, when an act was passed dlrecting the state to repay
to the countles the amounts that had been pald over to the
state for construction of highways in those countles. A
board known as the Tennessee Highway Reimbursement Board was
created, and directed to set aside one cent bf the gasoline

tax for such repayments to the counties.lo

This, however,
represented an attempt by the state to assume complete finan-
cing of primary or state roads, and in no way affected the
financing of local or secondary roads. Such roads were stilll
financed out of the general property tax levy, and the out-

moded road labor tax was stilll 1n use. Countles of the state

10 pyblic Acts of Tennessee, 1927, Chapter 64, Sectlons
1, 2, 3, 4, 5,
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were empowered to levy a road tax of not less than five cents,
(5¢), nor more than twenty-five cents (25¢), upon each One
Hundred Dollars ($100) of assessed property, and not more than
one-fourth the county assessment on privileges.ll

The perliod since 1929 has marked the evolutlion of the
state's ald to local units 1n the flnanclng of local roads.
The actual beginning of the shared gasoline tax came in 1929,
when an act was passed allocating one cent per gallon of the
tax to the countles of the state.lz Thls fund was to be des-
ignated as "State Ald Fund" and was to be used exclusively
for the construction and maintenance of local or secondary
roads. It was to be distrlbuted to the counties on the basis
of population and area.

Section 3. Be 1t further enacted, Tha; of sald

State Ald Funds, fifty per centum shall be distrib-
uted and alloted to the various counties on the basis
Plon 88 of HSIORC Baocnt Pederal fmmne.d &

Provision was also made in the act for additional grants

to the countles if such funds accruing from the one cent al-

locatlon were deemed insufficlent by the Commissloner of High-

ways and Public Works. If, in the opinlon of the Commissioner,

11 Public Acts of Tennessee, 1891, Chapter 55, Section 2.

12 public Acts of Tennessee, 1929, Chapter 55, Section 2.

13 1vb14., Section 3.
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such funds were not sufficient to peet the needs of the county
system, additlional funds could be alloted provided the total
for all counties did not exceed $2,750,000, or the reimburse-
ment for any district road did not exceed $100 per mile.l4
From March 1929, when the act went into effect, until and
through June 1931, when additional grants were made, distri-

butions to the counties of the state amounted to $4,670,694.61,19

Base of Present Distribution

The highway grant-in-aid or shared gasoline tax that 1s
in practice now was introduced in 1931, when the counties!
share of the gasoline tax was increased from one to two cents
per gallon. This increase was introduced at the same time
that the gasoline tax was raised from five to slx cents per

16

gallon, and an additional one cent tax levied separate and

apart from the other, making a total gasoline tax of seven
cents (7¢) per gallon.l?

Section 1. Be 1t enacted by the General Assembly
of the State of Tennessee, That all state monies

14 Ivi4., Section 4-8.

15 Figures compiled in Division of Accounts, State
Department of Highways and Public Works.

0 Public Acts of Tennessee, 1931, Chapter 40, Section 1.

17 pyblic Acts of Tennessee, 1931, Ex. Sess. Chapter
11, Section 4.
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appropriated or alloted for the maintenance and im-
provement of county systems, shall be known as "County
Ald Funds," to be pald over by the State Comptroller
to the trustees of the several counties in the pro-
portion hereinafter directed, to be used by the county
highway authorities in building and/ or maintaining
county roads and bridges; provided, that any such
county highway mey be taken over and constructed, im-
proved, or malntained as a hard surface road by the
8tate Highway Department out of 1ts own funds.

Section 2. Be 1t further enacted, That from the
revenue derived from the tax for the privilege of
selling and/ or storing gasoline, commonly termed
the "State Gasoline Tax" a sum equivalent to that
derived from the levy of two cents (2¢) for each
gallon of gasoline 1s hereby provided for and set
aside iInto a separate fund to be used exclusively
as "County Aid Funds."

Section 3. Be 1t further enacted, That said
"County Aid Funds," so derived from the two cents
(2¢) gasoline privilege tax shall be divided and
distributed by the State Highway Department to ‘the
various counties of the State as follows: One-half
of sald fund shall be distributed equally among the
ninety~-five counties of the state, and fifty per
centum of the balance shall be dlstributed among the
ninety-five counties of the state on the basis of area
and fifty per centum on the basls of population, as
of the last Federal Census, and shall be pald over
monthly by the Comptroller of the State to the various
County Trustees, to be used by the county highway
authorities in the building, repairing, and ilmprove-
ment of county roads and bridges; provided that the
Quarterly County Court of any county of the State
may, at any regular term by resolution passed by a
majority of the justices present and spread upon the
minutes of the court, direct the State Highway De-
partment to expend said counties "pro rata" of said
"fund on such county highways and bridges as the county
highway department of said county by resolution may
direct. That nothing in this act shall affect the
rights or dutlies now imposed by }gw on counties having
a Board of County Commissioners.

18 Public Acts of Tennessee, 1931, Chapter 45, Sectilon
L Eomiie (Italics by Author).
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The above act 1s in force today and has had only a few
minor changes. In 1937, the act was amended so that the trus-
tees of each county to which the fund 1s paid would be allowed
to receive one per cent of said county's share as his cbmpen-
sation for recelving and paying out the fund.l® The trustees
of those counties which allow the state to expend their funds,
however, do not receive this one psr cent.

The allocation of these funds was affected by acts
Ipassed in 1937 stating that if any county should faill or neg-
lect during any quarter to pay into the special funds for 0Old
Age Assistance, Dependent Children, or Blind, then the State
Treasurer is guthorized to retaln the sum necessary to make
up this amount out of any funds distributable to such county
for any purpose except education.20 This represents a means
whereby the gasoline tax shares due the counties for highway
purposes can be shifted into channels nowise connected with
this purpose. Since this act was passed certain amounts have
been taken out of the shares of some counties each month for
payment into one of these funds.

From July 1, 1931 through October 31, 1940 the total

19 public Acts of Tennessee, 1937, Chapter 152, Section
1.

49 Public Acts of Tennessee, 1937, Chapter 49, Section
17; Chapter 50, Sectlon 14; Chapter 51, Section 18.
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amount allocated to the counties of the state for use on local

roads ﬁas $41,991,978.50. Since 1936, the yearly totals have

5een:21
Year Amount
1936 $4,420,166.40
1937 5,066,526 .56
1938 5,229,784.50
1939 5,223,825.49
1940 5,450,131.07

From these figures it can be easily seen that the
sharing of gasoline taxes in Tennessee 1s no small item. " A
total disbursement out of state funds of more than five mil-
lion out of a total disbursement of approximately seventy
million 1is necessarily of vital importance. Of a total gas-
oline tax of approximately nineteen and one-half million |
collected in 1940, nearly five and one-half million was re-
turned to the local units, while only about three million
of the gasoline tax money was used by the State Department
of Highways.22

2l Amounts are recorded by fiscal years ending July 1,
each year. Division of Accounts, State Department of High-
ways and Public Works.

2 Tenne ssee Taxpayers Association, A Financial
Report on the Government of the State of Tennessee, 1940.




TABLE II

PER CENT OF STATE AID FUNDS ALLOCATED TO EACH COUNTY

BASIS FOR ONE CENT DISTRIBUTION

County Area Population{@) Combined area Combined tota
and population two ¢éent fund
Anderson .820400 740980 «"78069 919850
Bedford 1.232998 " «805524 1.019261 1.035946
Benton 1.093866 «429456 «761661 907148
Bledsoe . 937942 272418 .605180 .828905
Blount 1.369732 1.298996 1.334364 1.193347
Bradley 806007 «874094 840028 « 946329
Campbell 1.101063 1025279 1.063171 1.057901
Cannon .642886 « 341478 492182 o772406
Carroll 1.484875 « 998717 1.241796 1.147163
Carter .846787 1.118849 .981818 1.017224
Cheatham « 743232 354918 « 549075 .800853
Chester .750834 «405226 « 578030 815330
Claiborne 1.1226522 .929198 1.025925 - 1.038278
Clay 609303 « 366015 487659 «770145
Cooke 1.024300 .832200 « 928250 .990440
Coffee 1.062681 642103 .852393 «962511
Crockett 640487 663429 .651958 852295
Cumberland 1.571233 .437215 1.004224 1.028427
Davidson 1.225802 8.517072 4,871437 2.962934
Decatur 690863 « 386233 «538548 «795599
DeKalb «746036 543194 644615 .848623

Qs



PER CENT OF STATE AID FUNDS ALLOCATED TO EACH COUNTY
BASIS FOR ONE CENT DISTRIBUTION

TABLE II (continued)

p—— e ————

County Area Population(a) Combined- area Combined total bg
and population two cent fund (b
Dickson 1.316957 706891 1.011824 1.032227
Dyer 1.199415 1.200241 1.199828 1.126229
Fayette 1.482477 1.104161 1.293319 1.172955
Fentress 1.165831 421775 «793803 « 923217
Franklin 1.379236 833094 1.106165 1.079398
Gibson 1.518459 1.778215 1.648337 1.350464
Giles 1.506465 1.070719 1.288592 1.170611
Grainger 736441 486785 611613 832122
Greene 1.470482 1.342184 1.406333 1.229482
Grundy «899561 371365 «635463 « 844047
Hamblen « 379015 «635033 507024 0779827
Hamil ton 1.376928 6.095684 3.736306 2.394468
Hancock « 546933 « 36983 458308 «755469
Hardeman 1.671984 .848176 1.260080 1.156355
Hardin 1.396119 619631 1.007875 1.030253
Hawkins 1.156236 «921706 1.038971 1.045801
Haywood 1.218605 996079 1.107342 1.079976
Henderson 1.285773 674741 980257 1.016444
Henry 1.501667 1.010183 1.255926 1.154278
Hickman 1.367332 «520264 «943798 .998214
Houston «472569 212361 e 342435 697533
Humphreys 1.081872 460108 «770990 911810

TS



TABLE II (continued)

PER CENT OF STATE AID FUNDS ALLOCATED TO EACH COUNTY
BASIS FOR ONE CENT DISTRIBUTION

County Area Population(a) Comblned area Combined tota% ?f
and population two cent fundlP

Jackson .722048 519346 .620697 .836664
Jefferson .748435 684639 716537 .889584
Johnson .705256 486604 595930 819780
Knox 1.209010 5.958290 3.583650 2.318140
Lake « 292657 400755 346706 .699668
Lauderdale 1.093866 .894534 994200 1.023425
Lawrence 1.465685 1.023329 1.244507 1.148569
Lewls . 686065 «200951 443508 »'748069
Lincoln 1.408113 +« 971581 1.189847 1.121239
Loudon 525344 680474 602909 « 82777
Macon 686065 530161 .608113 .830372
Madison 1.324154 1.951382 1.637768 1.345199
Marion 1.209010 670690 « 939850 996240
Marshall 906758 595210 . «750984 .901807
Maury 1.396119 1.300029 1.348074 1.200352
Melgs 496558 234162 « 365260 «708995
Monroe 1.614412 816990 1223704 1.134166
.Montgomery 1.237796 1.18052 1.209024 1.13082%7
Moore « 338235 .154285 246260 649445
Morgan 1.268981 519881 «894431 «973531
McMinn 1.036294 1.109052 . 1.072673 1.062652
McNairy 1.410512 .760580 1.085546 1.069088

2s



TABLE II (continued)

PER CENT OF STATE AID FUNDS ALLOCATED TO EACH COUNTY
BASIS FOR ONE CENT DISTRIBUTION

Ensem e s s i e
prossman

PR P e a—— Se——re e s

County Area Population(a) Comblned area Combined tota} ?f
and populatlion two cent fund!®’/
Obion 1.324154 1.111614 1.217884 1.135257
Overton 1.069878 « 690946 .880412 « 966521
Perry 1.168230 273134 .720687 .886659
Pickett « 388610 « 214594 «301602 «677116
Polk 1.036294 « 599490 « 317892 «936261
Putnam «969127 « 907825 « 938476 « 995603
Rhea .875573 « 530123 «702848 877739
Roane «911555 « 935465 « 923510 «988070
Robertson 1.091467 1.077407 1.084437 1.068534
Rutherford 1.472881 1.233911 1.353396 1.203013
Scott 1.319356 .538112 « 928734 « 990687
-Sequatchile «633291 «154669 « 393980 «723305
8evier 1.408113 .782707 1.095410 1.074020
Shelby 1.921462 11.713182 6.817322 3.,934976
Smith «710053 « 591549 .650701 .851666
Stewart 1.077074 «507460 792267 « 922449
Sullivan 1.045890 1.952452 1.499171 1.275901
Sumner 1.338547 1.093879 1.216213 1.134422
Tipton 1.060283 1.050923 1.055603 1.054117
Trousdale «254276 «215130 «234703 «643617
Unlcol «482165 .484529 «483347 «767989
Unlon «563725 «434579 .499152 «775891

€S



TABLE II (continued)

PER CENT OF STATE AID FUNDS ALLOCATED TO EACH COUNTY
BASIS FOR ONE CENT DISTRIBUTION

e — e — secmpsann
e e ————— i

County Area Population(a) Combined area Combined tota%b?f
and population two cent fund
Van Buren «702857 134375 418616 .755623
Warren 1.014705 .772351 .893528 973079
Washington 779620 1.750582 1.265101 11537350
Wayne 1.796723 «463739 1.130231 1.091431
Weakley 1.391321 1.118339 1.254830 1.153730
White 870775 « 594025 732400 «892515
Williamson 1.405714 873094 1.139404 1.096017
Wilson 1.470482 0914522 1.192502 1.122566
Totals 100.000000 100.001 99,999965 100.0000038

(a) Population percentages based on 1930 census. See appendix for 1940 figures.

(b) Comblined area and population percentages plus one ninety-fifth divided by
two. Column 3 + 1.052631

2
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Administration of Gasollne Tax Shares

The gasoline tax is collected by the State Department
of Finance and Taxatlon and the funds are then turned over
to the State Highway Department. It has been specifically
set out that not more than two per cent of the amount going
to the state highway fund shall be used for the expense of
administration, and that of the amount going to the counties
not more than one per cent shall be set aside for expenses of

administration.25

The two cents per gallon tax that 1s al-
located to the countles of the state according to the system
explalined above has been specifically designated as county
revenue. After the State Highway Department receives the
funds from the point of collection, 1t divides the funds ac-
cording to the provisions set up by law. These taxes are col-
lected and distributed monthly. That portion of the funds
required to pay certain countlies'! shares of the 0ld Age Assist-
ance Fund, Dependent Children Fund, and the Blind Fund, is
taken 6ut and sent to the proper department to make up the
deficienclies In these funds. The remainder 1is sent directly

to the countlies, except iIn those cases 1In which the State

Highway Department has been directed by the county courts to

23 Public Acts of Tennessee, 1939, Chapter 207.
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expend their monies, in which cases the funds are retained
by the state department.

An exception to this administration of the gasoline
tax 1s found in the case of gasoline sold by the various air-
ports of the state for use in the motivation of alrplanes. A
seven cent tax 1s paild on this gasoline but it 1s used for
purposes relating to aviation. Fifty per cent of the total
tax collections 1s retained by the Tennessee Bureau of Aero-
nautics, a division of the State Highway Department, and is
used in the laying out of alr routes, construction and super-
vision of airports, etc. The remaining fifty per cent 1s re-
turned to the counties and municipalities of the state in
proportion to the amounts of sald tax collected from airports
in those units, and 1s to be used in their respective aero-
nautics programs.24

Aside from these two outlays against the total fund
collected from the gasoline tax, the expense of adminlistration,
and the amount collected from vehicles, the total collections
of two cents per gallon are returned directly to the counties
of the state.

While the statutes provide that the population percen-

tages upon which the returned shares are to be figured shall

24 Public Acts of Tennessee, 1937, Chapter 305, Section

15.
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be "as of the last Federal Census," the funds in March 1941
were still being distributed on the basis of the 1930 Federal
Census. The 1940 figures were already available and percen-
tages had élready been worked out, but due to traditional
faulty governmental administration the switchover had not been
made. While the change that wlll be effected by this switch
are insignificant, the lateness of the switch serves as an
example of the slowness of state tax administration.25 An-
other example of the possible inadequate administration lies
in the fact that the area basis of certaln counties whose
éreas have been considerably reduced by the flooding of cer-
tain territories has remained the same. The area percentage
alloted to Union County is the same now as in 1935, while the
real area has been considerably reduced.

In order that those counties which did not have well
organized county highway crews might secure more efficlent
expenditure of thelr pro rata shares of the gas tax, 1t was
provided that the county courts of such counties might direct
the state highway department to expend these funds. When any
court of any county has by resolution asked the State Highway
Department to administer the funds in that county, then the

state department has the right to expend those funds for a

25 Appendix, p. 1.
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period of twelve months or longer if the court designates.
This provision was 1lnserted to prevent the constant shifting
of expenditure and to prevent the breaking up of projects
already under way.

The number of counties that have used this power to
direct the State Highway Department to administer the gasoline
tax funds has varied greatly from time to time. At one time
the state department controlled and expended all the grants
of all the ninety-five counties, but by Quarterly Court action
from time to time, the number has been reduced until now only
a very few counties allow the state department to expend those
funds.?® 1In December 1940, five counties were then allowing
the State Department of Highways and Public Works to supervise
expenditure of these ald funds. These were the counties of
Campbell, Benton, Johnson, Unicoil, and Putnam. By March of
1941, however, only Benton County was having its "pro rata"

expended by the central agency. The five counties mentioned

received the following from the two cent fund in 1940327

26 Statement by Division of Accounts, State Depart-
ment of Highways and Public Works.

T
Division of Accounts, State Department of Highways

and Public Works.,
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Campbell County $57,662.39
Benton County 49,438.14
Putnam County 44,685.62
Johnson County 44,674,72
Unicol County 42,282.11

Of course, the number of counties utilizing the priv-
ilege of allowing central supervision of expenditure of these
funds, changes from quarter to quarter. The following amounts

were expended by the State Highway Department for the countiles

since 1936:2°
1936 $103,413.77
1937 292,901.18
1938 901,321.10
1939 480,"717.00
1940 451,920.16

Several controversies have arisen in connection with
the state department'!s expenditure of these aid funds. Two
private acts have been passed placing certain county portions
of the ald funds permanently at the disposal of the state
department and both have been declared invalid. The two coun-
ties involved were Wayne and Benton. In one case (Hassel v.

Walters),29 the court held that:

28 Figures for 1936,.1937, 1938 from Reports of the
State Highway Commissioner of Tennessee. Biennial reports
ending June 30, 1936; June 30, 1937; June 30, 1938.

Figures for 1939 and 1940 from A Flnancial State-
ment on the Government of the State of Tennessee, prepared
by the Tennessee Taxpayer's Association, June 30, 1940.

29 Hassel v. Walters, 170 Tenn (6Beeler) 206.
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Special act vesting state department of highways
and public works with full control over expenditure
of funds received by certain counties from the state
for road purposes, including the gasoline tax, held
invalid as depriving county of control over revenues
contrary to general law.
The act 1In question had taken from the control of
Wayne County the expenditure of its "pro rata" of the County
Aid Fund, and placed permanent control of these funds wilth
the state department.so
A very similar case was brought forward in Benton
County v. 21323,51 and the same decislon was reached by the
Supreme Court. In this decision it was pointed out that such
acts were unconstitutional as partial class legislation.52
Another controversy connected with the right of the
state department to admlnister such county funds arose in the
case of Robbins v. Phillips.55 In this case the Quarterly
Court of Plckett County had passed by a close vote a resolu-
tion directing the state department to expend that county's
share of the gasoline tax funds, but had not set up any def-

inite restrictions as to the use of the funds.%? Shortly

30 private Acts of 1935, Chapter 333.

31 Benton County v. Plunk, 170 Tenn (6 Beeler) 253.
32

Private Acts of 1935, Chapter 710.

33 Robbins v. Phillips, 175 Tenn (11 Beeler) 568.

34 Resolution was passed to be effective from April
12, 1939 to April 12, 1940,
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after the resolution had taken effect, the justices of the
Quarterly Court changed attitudes and demanded that the funds
be returned to the county authorities, The Commissioner of
Highways and Public Works refused and started to expend the
funds in that county on local roads. The case was brought
before the court, and the declision was reached that since no
restrictions were placed on the expenditure of this money, the
first resolution was invalid, and thus the state department

was forced to turn back thefunds to the county authorities be-

fore the expiration of the designated twelve months period.
Several difficulties have arisen in the adminlistration

of the county aid funds concerning the actual expenditure of
such funds by the county authorities. The act specifically
states that the funds shall be used for the construction and
maintenance of local roads and bridges, but goes no further.
A statute was passed directing part of the county aid fund

of White Couﬂty to be withheld as a sinking fund to pay in-
35

terest and principal of outstanding county road bonds.

This act was held to be invalid and contrary to the general
law.>6

A law was passed applicable to Moore County alone

35 private Acts of 1933, Chapter 650.

36 {111 v. Snodgrass, 167 Tenn (3 Beeler) -285.
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whereby all funds received by that county for highway pur-
poses would be paid over to the county trustee and divided
into equal parts among the road districts of the county.37
This was held invalild because 1t was contrary to the general
law providing for the creation of a system of intersecting
county and state highways.58
The above illustrations represent some of the problems
that have been encountered in the administration of the two-
cent gasollne tax fund. Even at 1ts best it can only be in-
efficlently administered by local authoritles. These local
authoritigs usually consist of politically appolnted road
boards, whose aim 1n directing expenditure of the funds 1is

not provision of a more lntegrated road system, but satisfac-

tion of the greatest number of voting constituents.

Importance of "County Aid Funds" to County Revenue

These "County Aid Funds" supply very impo;tant sources
of highway revenues to the countles. According to the present
distributive setup, nearly all counties receive major portions
of thelr highway revenues from this source. Counties of the

state are still empowered to levy a road tax in with the general

57 private Acts of 1935, Chapter 6.

38 Wiseman v. Smith, 170 Tenn (6 Beeler) 293.
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property tax but only in the larger counties does this tax
provide the major source of highway revenue and some counties
have eliminated it completely. To many of the smaller coun-
tles, the shared gasollne tax 1s the only source of revenue
needed to flnance adequately the construction and maintenance
of local roads and bridges.

For the past few years, these funds have been used in
conjunction with federal funds in the WPA "Farm to Market"
road projects and local roads throughout the state have been
improved greatly during the period of this application. It
has been estimated by some of the employees of the State High-
way Department connected with the financlal survey being made
of all road financing in the state that over one-half of the
counties of the state now expend the gasoline tax monlies side
by side with WPA funds.

The importance of the county ald funds to the counties
of the state can be shown by actual flgures. In surveys of
county finance made 1n 1932, 1933, and 1934 by the Tennessee
Taxpayers'! Assoclation, the counties of Campbell, Greene,
Knox, Hamilton, Grundy, and Haywood were studied. The
amounts received and the percentages of total highway revenues

in these counties during these years 1s shown : 99

39 Tennessee Taxpayers' Assoclation, A Report of the
Survey of The Finances and Management of the Government of
Hamllton County, Tennessee, Nashville, 1934,
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Year County Amount Percentage
recelived highway revenue

1932 Hamilton 31.5

1932 Knox $79,090.66 25.8

1932 Greene 43,439.20 57

1932 Haywood 38,795.77 70

1933 Campbell 34,225.69 77

1933 Grundy 29,821.88 100

The figures serve to show that the smaller counties of
the state recelve much larger percentages of highway revenues
than do the larger counties. When the above surveys were
taken a road property tax levy of fifteen cents was levied
in Knox County and a levy of ten cents was levied in Hamilton
County while in the smaller counties no property tax for road
purposes was levied.

The importance of these revenues to local road finance
in the various counties at the present time cannot be deter-
mined for all the counties of the state, but avallable data
from a few representative countles will serve to show the
relative importance in counties of varying size. Madison
County, one of the la&éer counties of the state, receives
approximately 90 per cent of i1ts local road revenue from the
two cent returned tax. Rutherford and Greene counties, both
relatively large, receive 85 and 66 per cent respectively
from thls source. In each of these three counties the state
returned fund 1s supplemented by a property tax levy for road

purposes. In Madison County, the levy 1s four cents per one
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hundred dollars assessed value, in Rutherford County seven
cents, and in Greene County twenty-five cents.

Haywood County, one of the medium counties of the state
however, receives all of 1ts funds for use on local roads from
the two cent gasoline tax, and levles no property tax for road
purposes.

Knox County, one of the four "big city" counties, re-
celved only 39 per cent of 1ts revenues expended on local roads
from the returned tax fund in 1940. A property tax levy of
elighteen cents (18¢) per $100 assessed valuation for road pur-
poses yilelded $228,055.68 as compared with $144,478.09 net
returned to the county from the two-cent gasoline tax fund.

As can be seen from an examinatlon of the above figures,
the returned gasoline tax provides nearly all the revenues for
local road construction in small counties and a major portion
in the great number of counties. Only in those few largest
counties of the state does the revenue from the road property
tax levy exceed the gasoline tax share. The conclusion must
be reached that the shared gasolline tax constitutes a size-
able grant to the countlies of the state, and any problems in
the distributlion or administration of these shares would nec-
essarlly be of great importance.

In the present chapter we have attempted to show the

historical background of the highway financing program in
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Tennessee, to point out the statutory provisions for actual
grant-in-aid distribution, to examine the administrative
methods and problems in the present tax sharing, and to 1l1-
lustrate the importance of these shares to the local units.
In the following chapter we shall examine the effects of the
present distribution more closely and attempt to determine

its value.



CHAPTER V

TAX SHARING BASIS IN TENNESSEE

As was polnted out 1n the preceding chapter, the basis
for the sharing of the gasoline tax with the local units as
set up In 1929 was the relative areas and populations of the
different countles. During the period from 1929 to 1931, when
only one cent per gallon of the tax was shared, fifty per cent
of the tax was shared on the basls of area and fifty per cent
on the basls of population.

This system of distribution, while not entirely equit-
able, did serve to divide the funds according to some measure
of both the needs of the local units and the amounts of tax
pald in. Relative populatlions and area have been traditionally
proper as sharing bases 1n any distributive shcemes. Assuming
an equal per caplta consumption of gasoline throughout the
state, population would measure relative amounts of the gas-
oline tax paid in by the separate localitles. Area filgures
will serve to measure, to a certaln extent, the need for rural
road facilities in the various countiles.

Tennessee, as a state, 1s made up of ninety-five coun-
ties. These countles are not lald out according to any geo-
graphical pattern, but have simply grown up in no centrally

planned scheme. For this reason, there exists no degree of
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equality among the different counties in area, population, or
economic status. The countles of the state vary in area from
Shelby, which has an area of 801 square miles, to Trousdale,
which has an area of 106 square miles. Twelve countles of the
state have areas of over 600 square miles each, and five coun-
ties have areas of less than 200 square miles each. In pop-
ulation there is a much wider range than in area. According
to 1940 census figures, Shelby had a population of 357,620
while Van Buren County had a population of 4,049, only 1.17
per cent that of Shelby. Four counties of the state have
populations of more than 100,000, while thirteen counties have
populations of less than 10,000 each.

However, the division of the tax according to area and
population alone was changed in 1931, when the proceeds of an
additional one cent per gallon were made avallable to the
counties. The funds thus added were to be divided equally
among the ninety-five counties. The introduction of this
equal allocation as one of the factors was not at all logilcal.
It represented no attempt at returning tax monies to the place
of gasoline usage, or at equalizing the costs and opportunities
of those facilitlies for which these revenues are used. The

only explanation for this action lies in the fact that the

balance of power in the Tennessee state legislature has been,

and 1s, held by the smaller counties. The small counties
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stood to galn by the inclusion of the equal sharing of the
extra one cent. Another factor that encouraged equal sharing
was the age old self determination principle imbued within
the very spirit of county govermments. Each county regards’
itself as a soverelgn unit of government, separate and apart
from the other counties of the state, and thus entitled to a
share of any distributed state money equal to any other county.

Comparison of the amounts actually received in 1940
wilith the amounts that would have been received had the sharing
basis used from 1929 to 1931, (area and population alone), been
retained,1 shows that those countlies now recelving the largest
shares are the ones that are losing revenues by the state's
continuing upon the present distributive basis. Of course,
the rank order of the counties in the amounts actually re-
celved and the amounts that would have been returned had the
sharing basis of 1929 been retained is the same; the inclu-
slon of the one cent shared equally merely serves to shorten
the range between the high and low counties and to cause the
distribution to cluster more closely around a central tendency.
Under the present system Shelby County receives the largest
share, 3.934976 per cent of the total, and Trousdale County
receives the smallest, .6436179 per cent of the total. If

1 Table III, column II.
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the division were made on the basis of area and population
alone, as was the case from 1929 to 1931, the range would have
been from Shelby at 6.817322 per cent to Trousdale at .234703
per cent. Thus, the percentage range 1is practically cut in
half.

The change that was made in 1931 when the equal sharing
of the extra cent was introduced, served to increase the per-
centages of the total shared tax returned to counties of small
area and population, and to decrease the percentages of those
counties that have the greater areas and population.

All those counties having a combined area and population
percentage of more than 1.052651,2 (one ninety-fifth), receive
proportionately less than they received prior to 1931; those
that have average area and population percentages of less than
1.052631 now receive proportionately more than they received
under the former system. Thus, fifty-nine counties of the
state now recelve proportionately more, while only thirty-six
counties receilve proportionately less than they did under the
system that prevailed from 1929 to 1931.

One of the major effects of the adoption of the present
distributive system was to cause the four "big city" counties

to receive much smaller proportionate shares of the total tax

2 pable II, column 3.



TABLE ITII

AMOUNTS ACTUALLY RECEIVED FROM GASOLINE TAX AND AMOUNTS

WOULD HAVE BEEN RECEIVED UNDER ALTERNATIVE SYSTEMS'®

J

)THAT

County Amounts actually Population and Rural road Reglstered
recelved (1940) area basis basls vehlcles
column I column II column III column IV
Anderson $50,133 $a2,895 $40,058 $a43,748
Bedford 56,458 55,551 71,942 54,861
Benton 49,438 41,511 41, 366 16,524
Bledsoe 45,176 32,983 35,644 9,314
Blount 65,044 72,724 81,861 92,288
Bradley 51,576 45,783 58,098 65,892
Campbell 57,657 57,944 35,692 38,156
Cannon 42,097 26,826 40,658 13,653
Carroll 62,525 67,679 87, 202 40,108
Carter 55,440 53,510 46,871 57,341
Cheatham 43,610 29,925 44,146 16,574
Chester 44,437 31,503 50,141 15,854
Clalborne 56,642 55,914 58,316 26,744
Clay 41,974 26,578 27,251 7,254
Cocke 53,980 50,591 52,866 31,202
Coffee 51,913 46,456 69,217 38,581
Crockett 46,451 35,533 41,966 22,444
Cumberland 56,051 54,732 60,496 19;81%
Davidson 161,483 265,500 95,922 626,749
Decatur 43,361 29,352 ©9,291 11,549
Dekalb 46,251 35,132 40,876 17,173

T&



TABLE III (continued)

AMOURTS ACTUALLY RECEIVED FROM GASOLINE TAX AND AMOUNTS,THAT
WOULD HAVE BEEN RECEIVED UNDER ALTERNATIVE SYSTEMS a)

County Amounts actually Population and Rural road Registered
received (1940) area basis basis vehicles
column I column II column III column IV
Dickson 56,258 55,146 83,932 33,889
Dyer 61, 381 65,392 65,402 63,374
Fayette 63,928 70, 488 65,402 35,780
Fentress 50, 317 45,263 27,251 11,560
Franklin 58,829 60,287 64,312 38,107
Gibson 73,603 89,837 102,462 72,176
Glles 63, 800 70,230 87,202 48,332

.Grainger 45,352 33,334 47,416 19,773
Greene 67,008 76,647 108,948 725291
Grundy 46,002 54,654 - 26,706 11,385
Hamblen 42,502 27,633 32,701 51,684
Hamilton 130,502 203,634 95,922 383,161
Hancock 41,174 24,978 31,611 T,8€%

. Hardeman 63,023 68,676 64,857 24,863
Hardin 56,150 54,931 Sy Wl 19,419
Hawkins 56,998 56,625 67,037 35,589
Haywood 58, 860 60,352 52,866 350,488
Henderson 55,398 53,425 71,397 21,980
Henry 62,910 68,450 T, 899 48,253
Hiclaman 54,404 51,438 79,027 17,500
Houston 38,016 18,663 2y 796 7,328

3L



TABIE III (continued)

AMOUNTS ACTUALLY RECEIVED FROM GASOLINE TAX AND AMOUN S)THAT
WOULD HAVE BEEN RECEIVED UNDER ALTERNATIVE SYSTEMS'®2

i e s i it

i s S e R e smrms e o sttt e

County Amounts actually Population and Rural road Registered
received (1940) area basis basis vehicles
column I column II column III column IV
Jackson 45,599 33,829 38,151 12,939
Jefferson 48,210 39,052 53,950 32,633
Johnson 44,652 31,934 28,886 13,762
Knox 126,342 195,314 116,088 401,887
Lake 38,133 18,896 16,895 15,735
Lauderdale 55,778 54,185 51,766 32,003
Lawrence 62,599 67,827 85,567 37,404
Lewls 40,771 24,172 23,981 9,336
Lincoln 61,109 64,848 84,477 47,325
Loudon 45,115 32,859 39,786 40,086
McMinn -87,916 58,462 85,022 57,826
McNalry 58,267 - 59,164 85,022 24,100
Macon 45,256 33,143 59,951 18,334
Madison 73,315 89,261 67,582 108,289
Marion 54,296 61,222 33,791 28,395
Marshall 49,150 40,930 55,591 41,405
Maury 65,421 73,472 86,112 87,300
Meigs 38,641 19,913 31,066 8,666
Monroe 61,814 66,257 85y 02. 30,619
Montgomery 61,632 65,893 67,037 60,469
Moore 35, 396 13,421 19,620 7,467
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TABLE III (continued)

AMOUNTS ACTUALLY RECEIVED FROM GASOLINE TAX AND AMOUNTS K THAT
WOULD HAVE BEEN RECEIVED UNDER ALTERNATIVE SYSTEMs(2)

i e

. o o i
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County Amounts actually Population and Rural road Registered
received (1940) area basis basis vehicles
column I column IT column IIT column IV
Morgan - 53,059 48,748 44,691 18,618
Obion 61,873 ‘ 66,376 74,122 60,731
Overton 52,677 47,984 44,146 14,219
Perry 48,324 39,278 33,246 7,597
Pickett 36,904 16,438 18,530 3,586
Polk 50,973 44,576 48, 506 18,432
Putnam 54,262 51,154 50,141 35,344
Rhea 47,838 38,306 47,416 36,416
Roane 53,851 50,333 ' 53,411 45,367
Robertson 58,237 59,103 72,487 58,316
Rutherford 65,566 73,762 85,567 82,548
Scott 53,994 50,617 32,156 15,642
Sequatchie 39,421 21,472 - 23,436 7,548
Sevier 58,535 59,701 64,312 35,241
Shelby 214,461 371,553 101,817 813,296
Smith 46,417 35,464 43,056 23,959
Stewart 50,275 43,180 54,501 12,830
Sullivan . 69,538 81,707 72,487 172,736
Summer 61,827 66,285 90,472 66,257
Tipton 57,4561 07,532 60,496 52,545
Trousdale 35,078 12,742 15,805 13,843

YL



TABLE III (continued)

AMOUNTS ACTUALLY RECEIVED FROM GASOLINE TAX AND AMOUNTS,THAT
WOULD HAVE BEEN RECEIVED UNDER ALTERNATIVE SYSTEMS a)

County Amounts actually Population and Rural road Registered
received (1940) area basis basis vehicles
column I column II column IIT column IV

Unicoi 41,856 26,343 15,260 20,901
Union 42,287 27,204 31,611 13,233
Van Buren 40,092 22,815 19,820 5,363
Warren 53,034 48,698 68, 127 33,524
Washington 63,160 68,950 68,672 117,216
Wayne 59,484 61,599 71,397 13,456
Weakley 62,880 68, 380 107,368 53,896
White 48,643 39,917 44,691 22,596
Williamson 59,734 62,099 86,112 55,471
Wilson 61,181 , 64,993 83,387 62,317

Totals 5,450,131 5,450,131 5,450,131 5,450,136
Low 35,078 12,742 - 15,260 3,363
High 214,461 371,553 116,088 813,296
Median 54,262 51,154 57,771 31,202

R — —— . o |
N — = g S S RPCREEY

a .
(a) Figures in Column I taken from records of Divislon of Accounts, Tennessee
State Department of Highways and Public Works.

Column II derived from percentages used by department in allocating one cent
and total amount distributed in 1940.

Column III derived from total distributed and percentages of rural roads in
each county, worked out from tabulation prepared by Division of Research and Statistics
of the State Department of Highways and Public Works. Originally from Rural Road

Inventories.

Column IV derived from total dlstributed in 1940 and percentages of motor
vehicles in each county worked out from records of Motor Vehicle Division, Department
of Flnance and Taxation, 1940.
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shared. Had no change been made, Shelby County would have
received $371,553 in 1940, or 73 per cent more than the acgtual
amount received, $214,461. The four counties combined would
have received $1,036,001, 72 per cent or $403,213 more thah
the actual amount of $602,788. ‘

Omitting these four large countles, it 1s found thak
the other larger and more prosperous countles were sizeabl%
affected by the adoption of the present sharing base. The,
next six counties that would receive the greatest positivé
changes if the base were put back as in the years 1939 to 1931
are, in order, Gibson, Madlson, Sullivan, Greene, Rutherford,
and Maury. These counties vary in amounts received from .
Gibson at $73,603 to Maury at $65,421, 1940 figures. The av-
erage of the amounts received in 1940 by the six counties ﬁas
$69,075. If the tax monies had been shared on the eariipr_
basis, Gibson County would have received $89,837, an increase
of $16,634 or 22 per cent. These six counties received a.
total of $414,451 in 1940; if the base had been as in 1929,
this figure would have been $484,686, an increase of $70,23$,
or 17 per cent. )

At the opposite extreme are those counties whose ql-l
lotments have been considerably increased by the inclusiqn bf i
the equal sharing. Naturally, these are the counties ha?iqé

the smallest combined percentage of area and population. iﬁa
k

b

[

¢ B
{
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lowest ten of these are, 1ln ascendlng order: Trousdale, Moore,
Pickett, Houston, Lake, Melgs, Sequatchie, Van Buren, Lewis,
and Hancock. Trousdale County received $35,178 in 1940 as com-
pared with $12,742 that would have been recelved on the other
basls, a decrease of 63 per cent. These ten countles combined
recelved a total of $383,626; if population and area had been
the sole determinant thils amount would have been $195,510, a
decrease of 49 per cent.

Certalin counties were not much affected in proportionate
shares received by the change made 1n 1931. These are the
counties that have a combined area and population percentage
of approximately one ninety-fifth. These are the counties that
are neither among the smaller or larger of the state. The ten
countles, McNalry, Robertson, McMinn, Campbell, Tipton, Hawkilns,
Claiborne, Bedford, Dickson, and Hardin, comblined received
$572,034 1n 1940 as compared with $570,372 that would have been
recelved on the former basls. For these borderline countles
the changing of the distributlon basis had little appreclable
effect.

From the above findings 1t 1s evident that the retention
of the present distributive setup in preference to the distri-
buting of revenues on area and populatlon alone 1s advantageous
to the smaller countles and works a hardship on the larger

counties.
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So far, attentlon has been directed only to the sharing
system as 1t 1s in actual practice, and as 1t would work now
had the earller used bases of area and population alone been
retained. But, as has been pointed out, area and population
do not serve as a very efflclent means or device to measure
the equitabillity of any distribution scheme. The use of motor
vehicle registration as a measure of tax shares serves more
adequately to represent both need for shared revenues and the
amounts of the taxes pald i1n. Another baslis that has been
used by some states and serves to show relative needs of the
local units for shared revenues 1s the mileage of rural roads
upon which the monies are to be expended. Examlnatlion of the
actual amounts returned to the various countlies and the amounts
that would have been returned had the taxes been shared either
on a motor vehlcle reglstration basils or.a milleage of rural
roads basls, shows even greater percentage range between the
higher and lower 1imits.%

If the funds were shared on the basls of the mlleages
of rural roads in each of the countles, there would be consid-
erable change 1n amounts recelved. While the range would not
be so great as iIn some of the other systems of distribution,
i1t would be much wider than the present one. If the fund§
were allocated on such a basis, the amounts would run from

Knox at $116,088 to Unicol at $15,260. Under thls system, the

S Table III, column III and IV.
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larger and the smaller countles both would receive less than
they receive at present. The mlleage of rural roads 1in the
different counties runs in falirly close correlation to area
percentages. Under a distributive setup of thils type those
counties with large area percentages but with small populations
would stand to gain, while those small éounties with dense pop-
ulations and few miles of frequently traveled roads would lose
revenues. Of course, rural highway mileage does not take into
consideration any city streets. This tends to make those coun-
tles that contain substantlal city areas have proportionately
few miles of rural roads.

When we take actual amounts received in 1940 and de-
termine the number of dollars received per rural road miles
in each county, we find that the varilation is very great.4
Unicol County received $266 per rural road mile in 1940, while
Weakley County received only $57 per mile. Seventeen counties
recelved over $150 per mile, and fifteen\counties recelved
less than $75 per mile. The four large counties received in.
1940 an average of $153 per mile of secondary road. Those
counties receilving less per mile are those that have many miles
of rural roads in comparison to area and population.

The variance in amounts that would be received if the

4 Taple IV.
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DOLLARS RECEIVED PER MILE RURAL ROADS, 1940(a)

County Dollars County Dollars
per mlle per mile
Anderson $122.00 Haywood $109.10
Bedford 76.74 Henderson 75.78
Benton 11721 Henry 86.67
Bledsoe 124,31 Hickman 67.51
Blount 77.94 Houston 132.83
Bradley 87.05 Humphreys 82.89
Campbell 157.71 Jackson 117.49
Cannon 101.54 Jefferson 87.83
Carroll 70.28 Johnson 151.21
Carter 116.62 Knox 107.17
Cheatham 96.41 Lake 224.60
Chester 86.45 Lauderdale 106.02
Clalborne 95.41 Lawrence 71.82
Clay 150,34 Lewls 166.07
Cocke 99.96 Lincoln 70,79
Coffee 73.73 Loudon 111.73
Crockett 108,00 McMinn 66,97
Cumiberland 91.08° McNaliry 67.00
Davidson 164.71 Macon 73.53
Decatur 125.87 Madison 106,35
DeKalb 111.34 Marion 157.06
Dickson 65,73 Marshall 86.76
Dyer 91.81 Maury 74.20
Fayette 96.25 Melgs 122.40
Fentress 182.51 Monroe 71.21
Franklin 89,57 Montgomery 89.56
Gibson 70,29 Moore 175.84
Glles 71.56 Morgen 116.89
Gralnger 94.21 Obion 81.87
Greene 60.31 Overton 117.09
Grundy 167.28 Perry 143,01
Hamblen 2SI s Pickett 196,09
Hamilton 132.96 Polk 102.83
Hancock L 2Lr B 15) Putnam 106.69
Hardeman 94.94 Rhea 99.00
Hardin 94,78 Roane 98,76
Hawkins 83.20 Robertson 79,06
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TABLE IV (continued)

DOLLARS RECEIVED PER MILE RURAL ROADS, 1940(2)

(a)

County Dollars County Dollars
per mile per mile
Rutherford $74.96 Unicol $266.07
Scott 165.17 Union 130.03
Sequatchile 165.43 Van Buren 199.36
Sevier 88.97 Warren 76.21
"Shelby 206.76 Washington 90.16
Smith 105.21 Wayne 81.46
Stewart 90.43 Weakley 57.58
Sullivan 94.38 White 106.63
Sumner 67.17 Williamson 68.18
Tipton 92.98 Wilson 721318
Trousdale 214.28
Low $57.38
High 266.07
Median 96.41

This. table worked out from amounts actually dis-

tributed to each county and number of rural roads in each
county. Actual amounts from records of Dlvision of Accounts,
State Department of Highways and Public Works. Miles of rural
roads from tabulation prepared by Division of Research and
Statlstics, State Department of Highways and Public Works.
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sharing were placed on the basls of the number of reglstered
vehicles 1n each county 1s greater than in any of the other
cases. Under such a plan Shelby County would have received
1n 1940 a total of $813,296,° or 15 per cent of the total in-
stead of the $214,461, or 3.9324976 per cent, which 1t receives
under the present setup. Van Buren County would have recelved
only $3,363 instead of the $40,092 actually recelved, only 8.3
per cent of the actual amount. Instead of forty-three countles
recelving over one per cent each of the total, only twenty-one
countles would recelve over one per cent under such a distribu-
tive system.

Examination of the number of dollars received per vehicle
in each county reveals that the amounts run from $3.03 per auto-
motive vehicle in Davidson County to $140.18 in Van Buren Caunty,
about forty-six times as much as that of Davidson. Eleven coun-
ties received less than $10 per vehicle, and thirteen counties
recelved over $50 per vehicle.6

From any study of the above stated facts, 1t must be con-
cluded that the gasollne tax distrlibution system 1n Tennessee
meets none of the tests as to equity of distributlion. The mon-

les are not shared according to any measure of tax paid in by

S Table III, column IV,

5 mavle V.
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TABLE V

AMOUNTS RECEIVED FOR EACH REGISTERED AUTOMOBILE, 1940(a)

B e e e e e e ]

County Dollars County Dollars
Anderson $13.48 Henderson $29 .64
Bedford 122l Henry 15.33
Benton 35.19 Hickman 36,56
Bledsoe 57.04 Houston 61.92
Blount 9.21 Humphreys 35.12
Bradley 9.21 Jackson 41.45
Campbell 1777 Jefferson 17.47
Cannon 36 .26 Johnson 38.16
Carroll 18.33 Knox 3.70
.Carter 11.3%7 Lake 28,50
Cheatham 30,98 Lauderdale 20.50
Chester 33.14 Lawrence 19.69
Claiborne 24.91 Lewis 81.35
Clay 68.03 Lincoln 15.19
Cocke 20.35 Loudon _ 13.24
Coffee 15.83 McMinn 11.78
Crockett 24.35 McNairy 28.44
Cumberland 55.26 Macon 28.94
Davidson 3,03 Madison 7.96
Decatur 44,16 Marion 22.49
Dekalbd 31.68 Marshall 13.96
Dickson 19.53 Maury 8.81
Dyer 11.39 Meigs 52.43
Fayette 21.02 Monroe 23.75
Fentress o119 Montgomery 11.90
Franklin 18.13 Moore 55.74
Gibson 12.00 Morgan 33.52
Giles 15.53 Obion 111,98
Grainger 26.98 . Overton 43.57
Greene 10.90 Perry 74.80
Grundy 47.52 Pickett 121.00
Hamblen 9.67 Polk 32.53
Hamilton 4,01 Putnam 18.06
Hancock 61.92 Rhea 15.45
Hardeman 29.81 Roane 13.96
Hardin 34.01 Robertson 11.75
Hawkins , 18.84 Rutherford 9.34

Haywood S - Scott 40.60
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TABLE V (onctinued)

AMOUNTS RECEIVED FOR EACH REGISTERED AUTOMOBILE, 1940(a)

County Dollars ' County Dollars
Sequatchie ' 61.41 Union 37 .59
Sevier 19.54 Van Buren 140.18
Shelby 3.10 Warren 18.61
Smith 22.70 Washington 6.34
Stewart 46 .08 Wayne 52.00
Sullivan 4,74 Weakley 13.72
Sumner 10.98 White 25.32
Tipton 12.86 Williamson 12.6%7
Trousdale 29.80 Wilson 11.55
Unicol 23.55

Low 3.03

High 140.18

Median - 21.02

(a) This tgble compiled from amounts actually received
by each county in 1940, and number of registered vehicles in
each county in 1940. Amounts from records of Division of
Accounts, State Department of Highways and Public Works. Reg-
istered vehicles from records of Motor Vehicle, State Depart-
ment of Flnance and Taxation
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the various localities or roads utillzed 1n those units. They
are not distributed in relatlion to the needs of the different
units., The distribution 1s definltely an arbitrary one, set
up primarily from a political viewpoint rather than a sclen-

tific one.

It has been the maln purpose of thls chapter to point
out the actual effects of the present distribution system, and
. to calculate the varlance from the actual amounts recelved and
the amounts that would have been received had the sharing bases
been changed. In the following chapter, 1t shall be our pur-
pose to present an equitable distribution for the gasollne tax

among the local units 1n Tennessee.



CHAPTER VI
EQUITAELE GASOLINE TAX DISTRIBUTION IN TENNESSEE

Some 1ndlcatlon of the equlity of the gasollne tax dis-
tribution 1In Tennessee has been shown by the studles presented
in the preceding chapters. The sharing was introduced and has
grown up as a political truce, and thus no sclentific attempt
has been made to distribute the funds elther to the respective
places of tax 1ncldence or to the countles in relation to their
needs.

Before any plan for revislon of the tax distribution
system In Tennessee 1s made, 1t 1s necessary that the lnequlty
in the present structure be thoroughly analyged and evaluated.
In Chapter III, thls study attempted to present the alternatilve
me thods of distribution that have been brought forward and put
in use 1n the varlous states. Of course, conditions pecullar
to the different states make distrilibutlon problems difficult
of similar solutlon. However, from a study of the varilous
plans and a comparlson with our present one 1n Tennessee, 1t
seems that some system of distributlion could be worked out to
the advantage of all units concerned.

The present sharing system works toward more equalized
sharing of the revenues than many of the others considered.

Chief fault has been found 1n the Tennessee distribution in the



87
granting of such large proportionate-shares to the smaller
units at the expense of the larger ones. While it 1s gener-
ally conceded as correct in governmental theory that the lar-
ger and more prosperous units of government should bear part
of the burden of support of the weaker units, it would seem
that even this principle would not justify the tax sharing
scheme in Tennessee. The distribution constitutes much more
than mere equalization of highway costs between the richer and.
the poorer districts. As was pointed out previously, property
tax levies for road purposes are unnecessary in the smalier
counties because the returned funds are adequgte to support
all local roads, but 1n the larger units such a road tax 1s
necessary to supplement the returned funds. As far as road
taxation 1s concerned, the taxpayer in the larger communitiles
i1s at a disadvantage In comparison to the taxpayers of the
poorer units.

In spite of thls fact, an examlnation of the total prop-
erty tax rates of the counties of the state reveals that the
tax rates In the smaller countles are higher than they are in
the larger counties. In the ten counties having the lowest
combined percentages or area and population, the average total
tax rate in 1940 was $2.21 while in the ten highest counties
the tax rate, 1ncluding that levied for rural road purposes,

the average was $1.67. This shows that the property tax payer
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in the smaller units of the state 1s forced to bear a much
greater tax burden than the taxpayer in the larger countles.
This fact may justify to a certaln extent the proportlonately
larger shares gilven the smaller counties. The whole question
revolves around the controversy as to whether equalizatlon of
opportunities of all governmental functions 1s desired as the
result of the shared gasoline tax, or merely the equalizétion
of the costs of highway facllitles alone. If the shared funds
were returned to the general funds of the countles, probably
the present sharing setup would go a long way toward meeting
the deslred goal of equalized opportunity.

The reason that the smaller units must recelve larger
grants for the support of comparative functions seems to 1lle
in the 1nefficlency of the small units as admlnistrative
agencles. Functlons that could be more easlly and economically
carried out by larger agencles must be carried on in the sep-
arate jurlisdictions, thus making for a higher unit cost of
operation.

But even 1f we accept the above argument as a justifi-
cation for fhe distribution of the gasoline tax 1n Tennessee
according to the formula now used, 1t must be accepted that
such sharing serves to soﬁe extent to perpetuate the marginal
and submarglnal unlts within this state.

According to traditional theorles of highway financing,
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however, such a justification cannot be accepted as sound.
If the funds are to be earmarked for hlghway purposes, they
should be returned to the local units according to the tests
of highway needs and not needs of funds for rellef of general
property taxation. A change must be effected in some way be-
fore any equitable system can be introduced. Just what system
of distribution would be applicable to Tennessee conditiqns?
First of all1, as was proved in the last chapter, eliminatioﬁ
of the equal sharing of half the revenue, and the sharilng of
all the returned monies according to relative populations and
areas of the counties would make for a much more equitable
distribution.

If the purpose of the gasollne grant-in-ald 1s to be
the equallzatlon of hlghway opportunities among the countles
of the state, several separate elements would necessarily
have to enter 1nto the distribution basis. The relatlve needs
of the countles for road facilities will have to be taken into
conslideration. The factors best determining such needs would
be area, populatlion, amount and character of trafflc served,
and cost of road construction, as determlned by the topograph-
1cal features and road character. The best measure of need
probably 1s the mlleage of those roads upon which the monles
are to be expended, and the relative traffic denslities upon

these roads. The mileage of rural roads can be easily used as
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a base, but traffic densitlies upon these roads cannot be so
easlily determined. However, the traffic survey started in
1936 attempted to measure the flow of traffic on every mile
of road within the state. The results of this survey should
show and provide an adequate basis upon which to base tax
shares. The difficulty in the use of traffic flow as any base
for tax sharing 1s the lnconstancy of the traffic flows and
the tremendous costs involved 1n the measurement of traffic
flow.

If the objective of the tax sharing scheme 1is to return
the tax to the counties according to the relative amounts of
gasoline'consumed in those counties, possibly the best measure
would be the number of motor vehicles registered in each county.
Population also serves to measure this to a certaln extent.

If the gasoline tax monies are returned to finance an
integrated system of comparable local roads throughout the
state, then one of the best ways in which the funds could be
administered would be by a central planning agency which would
pay no attention whatsoever to county boundaries. This would
entall a great degree of state control and possibly complete
state supervision of the constructlon and malntenance of all
local roads, as 1is the case in several states. Such a step,
however, would involve tremendous expansion of the existing

state highway department.



91

The adoption of such a system of overall state control
would mean that the central agency could probably not function
efficiently for the first few years on the amounts of funds
now returned to the counties for road purposes due to certaln
statewlde standards which would be set up. Traditional inde-
pendence of the county governments, and the tendency of certain
political groups to shy away from anything that alms at increased
centralization of governmental functions, would probably make
enactment of such legislatlion allowing the state authorities
full control of all roads very difficult if not impossible.

It 1s difficult to see how any definite purpose or ob-
Jective of the gasoline tax distribution in this state can be
agreed upon. It seems that, insofar as possible, the counties
of the state should be allocated as much of the gasoline tax
funds as they can best administer on an equal basis with all

the other counties. Mr. Blakey states that, the decision as

to what these shares shall be will have to be made by the dem-
ocratic process, which involves education, consideration, de-

1 No doubt, whatever system 1s put into

bate, and compromise.
effect in Tennessee, it must involve some sort of compromise

between the larger and the smaller countiles.

1 Roy G. Blakey, "What to Share, How to Share, and How
Much," Proceedings of the National Tax Association, 1938,
Pe 348. -
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It i1s possible that no equitable distribution can be
reached in the distribution of these funds if the allocations
are made on any rigid basis. Changing conditions from year to
year make yearly changes of the sharing base necessary for com-
plete equity in distribution. If this should be the case, some
central agency, the state highway department, could possibly
set up a different sharing scheme each year and still allow the
county authorities to expend the funds as they see fit upon the
roads within the respective counties. If such a plan were a-
dopted, the state highway department could from its work on the
main roads in each county determine the needs of each county for
rural road finances and from information gathered in this respect
and through comprehensive surveys of traffic flow, road condi-
tions, etc., be in a relatively good position to allocate por-
tions of these returned funds to the various counties. Such a
plan would achieve much of the advantage of complete state con-
trol and also would allow the county authorities to continue to
expend the funds.

The difficulty again lies in the unlikelihood of enact-
ment of such plans. At the present time the smaller counties
are seemingly enjoying the advantage over the larger counties
in the returm of gasoline tax shares. It 1s not likely that
they will relinquish this advantage without a battle. Only
through concerted action on the part of all those benefiting

from a changed allocation system can a revision of the distributive
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system he brought about. It is very likely that full state
control and supervision of all local roads could be as easily
put into effect as could be the allowing of the state highway
department to allocate the funds to the counties.

Seemingly, the best chance for change lies in the adobq
tion of one of the more simple systems of distribution. The
iarger units are in no position to determine exactly what sys-
tem of distribution they should have, and complete equity of
distribution 1s not to be expected as long as the power to set
up the basis of allocation is in the hands of a political body.
If 1t has been proven that the larger counties are now not re-
celving equitable shares of the total distributed funds, the
representatives of these countlies must be ready and willing to
adopt any of the systems mentioned that would be at all accept-
able to the smaller counties and to force 1ts adoption.

Adoption of a distribution scheme with the number of
motor vehicles registered in each county as a base would never
be accepted since it, more than any other, serves to accentuate
the range between the high and low points. If the rural roads
basis could be effected to iInclude some measure of traffic flow,
such a basis would possibly come nearer adoption.

The most likely possibllity for any change, however,
lies In the return to the basis of 1929-1931, area and popula=-

tion alone, excluding the equal sharing of the one cent. This
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change would benefit the larger counties greatly, and would be
accepted much more readily by the legislative bodles than would
be any completely new scheme.

In spite of the above mentioned statements as to the dif-
ficulties concerning the practical establishment of any com-
pletely equitable basis for distribution of gasoline tax monies,
definite recommendations can be made and set up as a final goal
to be almed at in the distribution of such funds. From this
study based entirely upon completely unblased data and a thor-
ough analysis of the whole problem the followlng recommenda-
tions are made:

1. The power to set the basis upon which the gasoline
tax funds shall be distributed should be placed in a central
body equipped with a thorough knowledge of the whole highway
problem. This body might be either thé officials of the State
Highway Department or some other body appointed by the Governor
on the basis of their qualifications and knowledge of highway
problems.

2. This body should be required to set the distributive
basis on some definite sharing plan rather than merely allocat-
ing certain portions of funds to the respective counties. These
plans should be set up on one or two year bases and should not
be subject to change within that time.

3. The central agency in selecting the allocation basis
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should primarlly consider the needs of the countles for the
rural road monies. Determination of these needs should be
based upon mileage of roads upon which these funds are to be
expended, character of road needed as determined by topograph-
ical features, etc., trafflic flow upon these roads, and reg-
i1stered vehlicles withln the area of jurlsdiction.

4. The county authoritles should continue to have the
power to expend the returned funds or to direct the State High-

way Department to expend the funds.



CHAPTER VII
THE CITY CONSIDERED AS A SHARING UNIT

So far 1n the course of thils study, we have considered
only the countles of the state as sharing units. In Tennessee,
the gasoline tax 1s shared among the ninety-five counties only,
and the cltles and towns of the state get no part of 1t. Many
of the states share thelr returned highway funds with both the
cltles and countles; and 1n some, the municipalitles even re-
celve more than do the countles.

Illinols allots equal shares of the gasoline ﬁax to the
municlipalitles and the countles, 33 1/3 per cent to each. 1In
the majority of the states that share the tax with the municl-
pal units, the citles are alloted a share of the hlghway revenues
less than that share alloted to the countles. In 1939, $46,446,
000 was allocated to the citles of the country as compared with
the $343,882,000 allocated for county highway purposes.1 Most
of the states usually allocate to the counties approximately
double the amount given to the munlcipalities. Nebraska allo-
cates 20 per cent to the countles and 10 per cent to the citles,
towns, and villages. Some states return a designated sum to

.the cltles; Indlana returns two million dollars to the cltles,

1 Public Roads, 21:174, November 1940.
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and one-third of the remalnder of the gasoline tax to the coun-
ties. Maryland shares 1ts funds wlth the clty of Baltlmore
alone.

The counties In Tennessee use the shared gasollne tax
money on those rural roads outside the municlipal 1limits within
the countles. The State Department of Highways and Public Works
expends 1ts funds on the construction of primary routes, but
only in those smaller towns which lle along a maln state road,
does the department pay the full cost of construction of primary
routes. In the larger-cities of the state, the State Department
constructs only the highways outside the city limlts; however,
the state does generally contribute to the cost of those "through'"
streets within the municlipal 1limits. Of course, that part of
any 1lncorporated municlpallity's streets that are not on state
thoroughfares must be flnanced, constructed and maintained solely
by the lnhabitants of that municipality. And, since 1n Tennessee
the local units are not empowered to levy speclal taxes on high-
way users, the revenues for thls purpose must come mainly from
the general property tax.

The way 1n which thls scheme works out makes for quite
an imposition upon the city dweller. Burdened by the extra prop-
erty tax needed for street financing, he must also pay a gasoline
and motor vehlcle registration tax equal to that pald by the

rural dweller. Thus, the problem in highway financing between
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the county and munlclpal governments 1s the same that'exists
in the educatlonal, health, and other flelds. The traditional
relationship between the county and municipal governments 1s
such that in those countles that have reasonably large urban
populations, the taxpayers of the municlpallty are forced to
bear the maln burden of county highway facllitlies as well as
the whole burden of a separate clty system.

The residents of the citles of the state pay proportion-
ate shares of the gasollne tax with the rural resident; yet, all
the gasoline tax 1s elther spent by the state department for
construction and maintenance of primary routes, placed in the
funds for the repayment of state and county bonds, or 1s re-
turned to the county governments for use on those roads outslde
the city limlts. That highway users should be charged in accord-
ance with utilizatlon of highway facllitles 1s the generally ac-
cepted theory upon which the gasollne tax and reglstratlon fees
are established. But this does not work iIn the sharing the
gasollne tax among the countles alone. The only time that the
clty resldents get a chance to utllize the roads for which they
pay 1s when they declde to travel through the rural haunts on
holildays or vacatlions. Many of the automoblles reglstered in
cltles and towns never go beyond the clty limlts and utililze
only clty streets. Commerclal vehlcles, delivery trucks, and

busses generally operate solely upon primary routes and city
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streets and never upon those for which the two-cent fund is
returned.

Looking at the situation from this angle, i1t seems that
tax sharing among counties exclusive of any distribution among
the municipalities 1s completely inequitable. But that 1s not
the whole story, for there 1s considerable justification for
requiring city dwellers to support local roads in the rural dis-
tricts. The whole argument revolves around the fact that the
municipalities derive thelr exlstence from the surrounding areas
and are, In fact, really parts of the rural areas. This 1s more
nearly true in Tennessee than in many other states, for Tennessee
is primarily an agricultural state and the greatest number of
the towns do practically live off the trading hinterland of the
adjJacent rural farming districts. One side of the controversy
is aptly expressed as follows:

In terms of community interest, 1t means that the

clty auto owner expects to ride with comfort and speed
over what were formerly country roads. The countryman
drives miles to the larger towns or cities to purchase
commodities which formerly were secured from country
stores. The merchant finds the possibillities of his
market limited by the poverty of people or by the poor
roads of sections with which his predecessor of a quarter

of a centuEy ago would not have troubled himself in the
slightest.

2 H. H. Chapman, "Distribution of Tax Monies to Local
Governmental Units," University of Alabama Business News,
Bureau of Business Research, School of Commerce and Business
Administration, University of Alabama. 5:1, July 1935.
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When one conslders the theory of economic support of
the municipalities by the rural areas as determining equilty
of highway tax sharing, the problem lmmediately becomes more
complicated. Consideratlion of such a theory, of course, rep-
resents a breakaway from the tradlitional concept of the doctrine
that the road user should pay directly for the roads utilized.

According to this theory, the cilty streets should be
pald for out of the general fund of the city because of "the
general good afforded people 1In all walks of 1life, and partic-
ularly to the mercantile and other business interests in the
county seats and smaller towns, who proflit exceedingly by the
increased travel."5

Thus, the two sldes to the argument as to the incluslon
of the clty or town as a sharing unlt have been presented. From
an unblased viewpoint based upon an analysis of conditions pe-
culiar to Tennessee alone, 1t seems that 1f some inclusion of
the few bilg citles were effected, contlnuation of sharing among
the counties alone would best serve the general interest of the
state. The four large citles, Memphis, Nashville, Chattanooga,
and Knoxville, and possibly three or four other larger towns,
should certalnly recelve a portion of the returned gasoline tax

funds for use on city streets. However, those county seat

S Frank E. Packard, Proceedings of the Natlonal Tax
Association, 1934, p. 304.
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towns of from one to ten thousand 1nhabitants do exist prin-
cipally from the trade of the farming districts and the in-
habitants of these towns usually travel the rural roads enough
to warrant the funds being used on the county roads alone.

There has been much agitation in Tennessee during the
last two years for the inclusion of the municipalities as shar-
1ﬁg participants in the gasoline tax fund. The movement has
gained centralized support from the organization known as the
Tennessee Municipal League. This organization has made exten-
sive studles of the tax sharing devices used in the different
states and has fostered legislation in this state.

In 1941, three separate proposals whereby the munici-
palities of the state would participate in the shared gasoline
tax, were proposed as possible measures, but all failed to
materlalize or even come close to passage. Strong opposition
to the measures was mustered by the Assoclation of County Judges
of the state, who naturally do not favor any measure which would
in any way lessen or limit the amount of funds returned to the
county governments.

The first measure was entitled "An Act To Provide State
Aid Funds For County Highways and Municipal Streets And The
Manner And Methods Of Disbursement Thereof; And To Repeal
Chapter 45 Of The Public Acts Of The General Assembly Of The

State Qf Tennessee For The Year 1931, Entitled 'An Act To
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Provide State Aid Funds For County Highways And The Manner
And Mode Of Disbursement Thereof!'."

This bill provided that of the two cent total gasoline
grant to the local units of the state, the municipalities of
the state should receive one-half cent (%) and the counties
one and one-half cent. The one-=half cent provided was to be
set aside as a "Municipal Aid Fund," and was to be separate
and apart from that fund returned to the counties. The county
returned fund of one and one-half cents per gallon was to be
distributed in the same manner as i1s now in practice, making
three-fourths of a cent distributed equally and three-fourths
of a cent distributed according to relative areas and population.
The one-half cent allocated to the cities, however, was to be
divided differently.

Section 4. Be It Further Enacted, that said "Munic-
ipal Aid Funds" so derived from the one-half cent (2¢)
gasoline privilege tax, shall be distributed and di-
vided by the State Highway Department to the wvarious
municipalities of the state as follows:

One half of saild fund shall be distributed among
the various municipalities of the state on the basis
of population of the most recent Federal Census, and
the remaining one-half (%) shall be distributed among
the various municipalities of the state on the basis
that the mileage of streets which form a part of the
numbered state highway system in each municipality
bears to the total mileage of streets which form a

part of numbered state highways system in all the
municipalities of the state.4

4 Bill prepared by the Tennessee Municipal League.
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The blll also provided that the municipalities could direct
the State Department to expend their funds in much the same
manner that the countles are now empowered to do.

This bill was merely a proposal and was never really
presented to the legislature. However, another scheme was
proposed and put forward by that group desiring municipal shar-
ing.

The new proposal was different In that i1t set aside no
separate fund for allocation to municipalities, but stated that
the municipalities 1n each county should receive twenty-five
per cent of the county fund for use on streéts provided that
the population of the towns in that county amounted to one-
fourth that of the county as a whole. If the population did
not amount to one-fourth of the county total, the municipal
governments were to receive that portion amounting to the same
percentage of the total as the population of the towns bear to
the total of the county.

That of the county allotment for each county, there
shall be distributed among the municipalities in each
county, 25 per cent of the monies allocated to each
county, Provided Further, That 1n counties wherein
less than 25 per cent of the total county population,
according to the most recent Federal Census, reside
within municipalities, there shall be allocated to
the municipalities within any such county, the pro-
portion of the county allotment for such county that
the population, according to the most recent Federal

Census, of the municipalities in such county bears
to the total population, according to the most recent
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Federal Census, of such county.5

The fund returned to. the municlipal governments 1n each
county was to be dlvided by the different towns according to
populatlon and was to be used solely upon clty streets. A
study was made to 1llustrate the effects of thls system, if
adopted, upon.gasoline tax distribution 1n Tennessee. A table
prepared by the Gasoline Tax Committee of the Tennessee Muni-
cipal League shows the relatlve populatlons of rural and urban
areas 1n each county, the actual amounts recelved by the coun-
tles in 1940, and amounts as they would have been recelved
according to thils plan.6

Even thls elaborately planned scheme did not flnd ac-
ceptance 1n the legislature. It did not get past the first
reading 1n the assembly. As a last resort, the proponents of
the two above measures devised still another plan which they
thought would be more readily acceptable to those rigld ad-
herents of the o0ld system and who were reluctant to give up
any part of the countles! gasoline tax ald funds.

The billl was Introduced as Senate Bill, Number 579, by
Senator Dossett and as House Bill, Number 781, by Representa-

tive Doak. As amended, 1t sets up slx definite provislons

S Tennessee Municipal League, Report of the Gas Tax
Committee, January 23, 1941. Prepared by Mr. W. H. Newell,
Executlve Secretary.

6 Table VI.



TABLE VI

CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON
COUNTIES AND MUNICIPALITIES. RETURN OF 3¢ PER GALLON TO TOWN, BUT NOT TO
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED-

oo o
m—— oo

il
it

County and towns 1940 1940 Return of two Percentage County Towns
Population Population cent gas tax
a/ a rural and July 1, 1939 population c/ e/
(2) urban to June 30,
Column number (1) (3) 1940 (5) (6) (7)
(4) b/

ANDERSON 26,504 22,223 $50,133 83.8 $42,011

Clinton 2,761

Lake City 1,520 4,281 16.2 $8,122
BEDFORD 23,151 15,544 56,460 67.1 42,345

Bell Buckle 355

Normandy 163

Shelbyville 6,537 )

Wartrace 5562 7,607 32.9 _ 14,115
BENTON 11,976 10,383 49,441 86,7 42,865

Big Sandy 601

Camden 992 1,593 13.3 65576
BLEDSOE 8,358 7,999 45,176 90.9 41,065

Pikeville 759 759 9ed 4,111
BLOUNT - 41,116 29,998 65,047 7249 48,785

Alcoa 5,131

Maryville 5,609

Townsend 378 33,118 - 27.1 16,262

SOt



TABLE VI (continued)

CALCULATIONS SHOWING EFFECT OF FROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON
COUNTIES AND MUNICIPALITIES. RETURN OF ¢ PER GALLON TO TOWN, BUT NOI TO
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED-

County and towns 1940 1940 Return of two Percentage County Towns

Population Population cent gas tax
a/ - af rural and July 1, 1939 population cf cf
urban ta June 30,
Column number (1) (2) (3) 1940 (5) (6) (7)
(4) v/

BRADLEY 28,498 17,147 $51,576 60.2 $38,682

Cleveland 11,55 11,351 39.8 $12,894
CAMPEBELL 31,131 25, 540 57,657 92.0 53,044

Jellico 1,581

La Follette 4,010 5,591 8.0 4,613
CANNON 9,880 9,217 42,097 93.3 39,277

Woodbury 663 663 6.7 2,820
CARROLL 25,978 20,575 62,525 79.9 49,957

Bruceton 1,003

Hollow Rock 422

Huntingdon 1,432

McKenzle 2,019

Trezevant 527 5,403 20.1 12,568
CARTER 35,127 26,350 55,440 75.0 41,580

Elizabethton 8,516

Milligan College 261 8,777 25.0 13, 860

90T



TABLE VI (continued)

CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON
COUNTIES AND MUNICIPALITIES. RETURN OF 3¢ PER GALLON TO TOWN, BUT NOT TO
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED:-

County and towns 1940 1940 Return of two Percentage County Towns

Population Population cent gas tax
a/ s/ rural and Juky 1, 1939 population c/ c/
urban to June 30, :
Column number (1) (2) (3) 1940 (5) (6) (7)
(4) v/
CHEATHAM. 9,928 8,971 $43,611 90.4 $39,424
Ashland City 957 957 9.6 $ 4,187
CHESTER - 11,124 9,353 44,437 84.1 37,372
Henderson 1,771 15 07E 15.9 7,065
CLAIBORNE 24,657 24,248 56,642 98.3 55,679
Cumberland Gap 409 409 L'V 963
CLAY 10,904 10, 040 41,974 92.1 38,658 -
Celina 864 864 T8 3,316
COCKE 24,083 20,409 53,980 84.8 45,775
Parrottsville 99
Newport 3,575 3,674 15.2 8,205
COFFEE 18,959 12,695 51,913 67.0 38,935
Manchester. 1,715

Tullahoma 4,549 6,264 33.0 12,978

LOT



TABLE VI (contlnued)

CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON

COUNTIES AND MUNICIPALITIES.

RETURN OF 3¢ PER GALLON TO TOWN, BUT NOT TO

EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATEDL

e

-

i

County and towns 1940 1940 Return of two Percentage County Towns
Population Population cent gas tax
a/ rural and July 1, 1939 population c/ c/
urban to June 30,
Column number (1) (2) (3) ( )1940 5] (6) (7)
4

CROCKETT 17,330 14,276 $46,450 82.4 $38,275

Alamo 15357

Bells 1,054

Friendshilp 451

Maury City 412 3,054 1796 $8,175
CUMBERLAND 15,592 13,903 56,051 89.2 48,997

Crossville 1,511

Pleasant Hi1ll 178 1,889 10.8 6,054
DAVIDSON 257,267 87,804 161,435 34.1 321,078

Belle Meade 2,061

Nashville 167, 402 169,463 65.9 40,359
DECATUR 10,261 8,749 43,361 85.3 36,900

Decaturville 433

Parsons 1,079 1;812 14.7 6,461
DE KALB 14,588 13,281 46,251 91.0 42,068

Alexandria 388 B

Smithville 919 1,307 940 4,163 @



CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE
COUNTIES AND MUNICIPALITIES.
EXCEED THE PER CAPITA RETURN OF THE

TABLE VI (continued)

RETURN OF

SPONSORED GASOLINE TAX RETURN BILL, UPON
3¢ PER GALLON TO TOWN, BUT NOJ TO
COUNTY IN WHICH IT IS LOCATED

County and towns 1940 1940 Return of two Percentage County Towns
Population Populatilon cent gas tax
a/ 8 rural and July 1, 1939 population c/ e/
urban to June 30,
Column number (1) (2) - (3) 1940 (5) (6) (7)
: (4) v/

DICKSON 19,718 14,852 $56,258 75+3 $42,194

Charlotte 470

Dickson 3, 504

Slayden 164

White Bluff 522 -

Vanleer 206 4,866 24.7 $14,064
DYER 34,920 22,383 61,381 64.1 46,036

Dyersburg 10,034 ;

Newbern 1,740

Trimble 763 12,537 35.9 15,345
FAYETTE 30,322 27,759 63,929 91.5 58,495

La Grange 243

Moscow 309

Oakland 251

Rossville 190

Somerville 1,570 2,563 8.5 5,434
FENTRESS 14,262 13,032 50,317 91.4 - 45,990

Jamestown 1,230 1,230 ‘8.6 4,327

60T



TABLE VI (continued)

CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON

COUNTIES AND MUNICIPALITIES.

RETURN OF 3¢ PER GALLON TO TOWN, BUT NOI TO

EXCEED THE FER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED

County and towns 1940 1940 Return of two Percentage County Towns
Population Population cent gas tax
a/ a/ rural and July 1, 1939 population c/ c/
urban to June 30, :
Column number (1) (2) (3) 1940 {5) (6) (7)
(4) »/
FRANKLIN 23,892 18,500 $58,829 77 .4 $45,534
Cowan 1,461
Decherd 868
Huntland 303
Winchester 2,760 5,392 22.6 $13,295
GIBSON 44,835 29,165 73,603 65.0 55,202
Bradford 612 .
Dyer 1,185
Gibson 284
Humboldt 5,160
Kenton 809
Medlna 3,035
Rutherford- e
Trenton 3,400 15,670 35.0 18,401
GILES 29,240 23,552 63,799 80.5 51,358
Lynnville 374 H
Pulaski 5,314 5,688 19.5 12,441 B
GRAINGER 14,356 14,356 45,352 100.0 45,352

None



TABLE VI (continued)

CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON

CCUNTIES AND MUNICIPALITIES.

RETURN OF 3¢ PER GALLON TO TOWN, BUT NO
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED

? TO

County and towns 1940 1940 Return of two Percentage County Towns
Population Population cent gas tax -
. af rural and July 1, 1939 population c/
urban to June 30,
Column number (1) (2) (3) 1940 (5) (7)
(4)

GREENE 39, 405 32,295 $67,008 82,0 $54,947

Baileyton o

Greeneville 6,784

Rheatown o7 7,110 18.0 $12,061
GRUNDY 11,552 10,086 46,002 87.3

Altamont 238

Palmer 1,288 1,466 12 5,842
HAMBLEN 18,611 10,561 42,502 56.7

Morristown 8,050 8,050 43.3 10,626
HAMILTON 180,478 46,080 130,502 25.5

Chattanooga 128,163

East Ridge 2,939

Lookout Mountain 1,545

Signal Mountain 1,308 N

Ridgeside 443 134,398 74.5 32,626 ¥
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TABLE VI (continued)

CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON
COUNTIES AND MUNICIPALITIES. RETURN OF +¢ PER GALLON TO TOWN, BUT NOI TO
EXCEED THE PER CAPITA RETURN OF THE COUNTY¥ IN WHICH IT IS LOCATED

County and towns 1940 1940 Return of two Percentage County Towns

Population Population cent gas tax
a/ a/ rural and July 1, 1939 population c/ c/
urban to June 30, ‘
Column number (1) (2) (3) 1940 (5) (6) (7)
(4) v/
HANCOCK 1l 251 L, 251 $4a1,174 100.0 $41,174
None )
HARDEMAN 23,590 19,485 63,023 82.6 52,087
Bolivar 1,314
Grand Junction 560
Hornsby 207
Middleton 4050
Saulsbury 202
Silverton 291
Toone 305
Whiteville 796 4,105 17.4 $10,966
HARDIN 17,806 16,302 56,160 91.6 51,443
' Savannah 1,504 1,504 8.4 4,717
HAWKINS 28,523 26,505 56,998 92.9 52,951
Rogersville 2,018 2,018 T:1 . 4,047

HAYWOOD 27,699 23,187 58,861 83.7 48,267

gttt



TABLE VI (continued)

CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON
COUNTIES AND MUNICIPALITIES. RETURN OF 3¢ PER GALLON TO TOWN, BUT NOT TO
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED

County and towns 1940 1940 Return of two Percentage County Towns
Population Population cent gas tax
a/ a/ rural and July 1, 1939 population c/ c/
urban to June 30,
Column number (1) (2) (3) 1940 (5) (6) (7)
(4) b/

Brownsville 4,012

Stanton 500 4,512 16.3 $9, 594
HENDERSON 19, 820 16,694 $55,398 86.9 $48,141

Lexington 2,526 2,526 13.1 T e
HENRY 25,877 18,710 62,910 72.3 47,183

Cottage Grove e

Henry 232

Paris 6,395

Puryear 368 W, 1LET 4 o 15,727
HICKMAN 14,873 13,110 54,404 88.1 47,930

Centerville 1,030

Wrigley 733 1,763 11.9 6,474
HOUSTON 6,432 5,527 38,016 98.6 37,484

Erin 905 905 1.4 532
HUMPHREYS 12,421 10, 486 49,695 84.4 . 41,943

eTT



TABLE VI (continued)

CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON
COUNTIES AND MUNICIPALITIES. RETURN OF 3¢ PER GALLON TO TOWN, BUT NO{ TO
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED-

it

SS—————

County and towns 1940 1940 Return of two Percentage County Towns
Population Population cent gas tax
a/ a/ rural and July 1, 1939 population c/ e/
urban to June 30,
Column number (1) () (3) 1940 (5) (6) (7)
(4) b/

McEwin 617

Waverly 1,318 1,935 15.6 $7,752
JACKSON 15,082 14,411 $45,599 . 95.6 $43,593
" Galnesboro 671 671 4.4 2,006
JEFFERSON 18,021 15,060 58,211 80.9 47,093

"Dandridge 488

Jefferson City 2,576

White Pine 497 3,561 19.1 11,118
JOENSON 12,998 11,369 44,652 87 .5 39,070

Butler 608

Mountain City 1,021 1,629 12.5 5,582
KN OX 178,468 66,888 126,342 375 94,757

Knoxville 111,580 111,580 62.5 31,585
LAKE 11,235 8,664 38,133 T adl 29,401

71t



CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE
COUNTIES AND MUNICIPALITIES.
EXCEED THE PER CAPITA RETURN OF THE

TABLE VI (continued)

RETURN OF

SPONSORED GASOLINE TAX RETURN BILI, UPON
#¢ PER GALLON TO_TOWN, BUT NOJ TO
COUNTY IN WHICH IT IS LOCATED

County and towns 1940 1940 Return of two Percentage County Towns
Population Population cent gas tax ,
a/ a/ rural and July 1, 1939 population e/ c/
urban to June 30,
Column number (1) (2) S0 1940 (5) (6) (7)
' (4) b/

Ridgely 1,068

Tiptonville 1,503 b UGS 22.9 $8,732
LAUDERDALE 24,461 19, 368 $55,778 79.2 $44,176

Gates 383

Halls 1,511

Henning 415

Ripley : 2,784 5,093 20.8 11,602
LAWRENCE 28,726 24,919 62,599 86.7 54,273

Lawrenceburg 3,807 35,807 13.3 8,326
LEWIS 5,849 4,448 40,771 76.0 350,986

Gordonsburg 315

Hohenwald 1,086 1,401 24.0 9,785
LINCOLN ) 27,214 21,949 61,109 60,7 49,315

Fayetteville 4,684 =

Petersburg 581 $,265 19.3 11,794 o



TABLE VI (continued)

CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON
COUNTIES AND MUNICIPALITIES. RETURN OF ¢ PER GALLON TO TOWN, BUT NOT TO
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED!

T — e s e ez
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County and towns 1940 1940 Return of two Percentage County Towns

Population Population cent gas tax .
a/ a/ rural and July 1, 1939 population c/ c/
urban to June 30,
Column number (1) (2) (3) 1940 (5) (6) (7)
(4) v/
LOUDON 19,338 12,448 $45,115 62.7 - $33,836
Lenolr City 4,373
Loudon 3,017 7,390 37.3 $11,279
MCMINN 30,781 18,524 $%5 816 60.2 43,437
Athens 6,930
Englewood - 1,342
Etowah 3,362 ; s
Niota 623 12,297 39.8 . 14,479
MC NAIRY 20,424 18,188 58,267 89.1 51,916
Adamsville 719
Bethel Springs 560
Selmer 957 2,236 10.9 6,351
MACON . 14,904 14,904 45,256 100.0 45,256

None

MADISON 54,115 29,.605 73,315 54 ¢ 54 ,9d6.

911



TABLE VI (continued)

CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON
COUNTIES AND MUNICIPALITIES. RETURN OF 3¢ PER GALLON TO TOWN, BUT NOJ TO
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATE

County and towns 1940 1940 Return of two Percentage County Towns
Population Population cent gas tax
a/ 8/ rural and July 1, 1939 population c/ </
urban to June 30,
Column number (1) (2) (3) 1940 (5) (6) (7)
(4) b/

Denmark 81

Jackson 24,332

Medon o7 24,510 458 $18, 329
MARION ' 19,140 15,570 $54,296 81.3 $a4,143

South Pittsburg 2,285

Orme 277

Richard City -1,008 3,570 I8.¥ 10,153
MARSHALL 16,030 11,714 49,150 73.1 36,862

Chapel H11ll 391

Cornersville 343 )

Lewisburg 3,582 4,316 26.9 12,288
MAURY 40,357 26,146 65,421 64.8 49,066

Columbia 10,579

Mt. Pleasant 35,089

Spring Hill 543 14,211 35.2 16,355

MEIGS 6,393 6,188 38,641 96.8 37,404

LTT



TABLE VI (continued)

CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON
COUNTIES AND MUNICIPALITIES. RETURN OF 3¢ PER GALLON TO TOWN, BUT NOT TO
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED

County and towns 1940 1940 Return of two Percentage County Towns
Population Population cent gas tax
a/ a/ rural and July 1, 1939 population e/ c/
urban to June 30, 4
Column number (1) (2) (3) 1940 (5) (6) (7)
(4) b/ |

Decatur 205 205 3.2 $1,237
MONROE 24,275 19,818 $60,814 8l.6 $49,624

Madisonville 965

Sweetwater 2,593 ‘

Tellico Plains 899 4,457 18.4 k 11,190
MONTGOMERY 33,346 2 S 61,632 64.5 46,224

Clarksville 11,831 11,831 35.5 15,408
MCORE 4,093 3,703 35,396 90.5 ’ 32,033

Lynchburg 390 . 990 9.5 3,363
MORGAN 15,242 14,342 53,059 94.1 49,929

Oakdale - 900 ' 900 5.9 3,130
OBION 30,978 18,336 61,873 59.2 . 46,405

Hornbeak 382

Kenton 809

Obion 1,151

8Tt



TABLE VI (continued)

CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON
COUNTIES AND MUNICIPALITIES. RETURN OF 3¢ PER GALLON TO TOWN, BUT NOT TO
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED

County and towns 1940 1940 Return of two Percentage County Towns
Populations Population cent gas tax
a/ a/ rural and July 1, 1939 population c/ c/
urban to June 30,
Column number (1) (2 - £3) 1940 (5) (6) (7)
(4) b/

Rives 481

South Fulton 2,050

Troy 513

Union City 7,256 12,642 40.8 $15,468
OVERTON 18,883 16,837 $52,677 89.2 $46,988

Livingston 1,68%

Allons 196°

Hilham 254

Monroe 69 2,046 10.8 5, 689
PERRY 7,535 6.894 48,324 91.5 44,216

Linden 641 641 8.5 4,108
PICKETT 6,213 5,998 36,904 96.5 35,612

Byrdstown 215 215 3.5 1,292
POLK 15,473 14,468 50,973 93.5 47,660

Copperhill 1,005 1,005 6.5 3,313

PUTNAM . 26,250 18,959 54,262 72.2 40,696

6TT



CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE
COUNTIES AND MUNICIPALITIES.
., EXCEED THE PER CAPITA RETURN OF THE

TABLE VI (continued)

RETURN OF

SPONSORED GASOLINE TAX RETURN BILL, UPON
2¢ PER GALLON TO TOWN, BUT NOT TO
COUNTY IN WHICH IT IS LOCATED

County and towns 1940 1940 Return of two Percentage County Towns
Population Population cent gas tax
a/ a/ rural and July 1, 1939 population [-Y4 c/
urban to June 30,
Colwnn number (1) (2) (3) 1940 (5) (6) (7)
(4) b/

Algood 609

Baxter 576

Cookeville 4,364

Monterey 1,742 7,291 27.8 $13, 566
RHEA 16,353 12,068 $a7,838 73.8 $35,878

Dayton 1,870 ‘ '

Graysville 846

Spring City 1,562 4,285 26.2 11,960
ROANE 27,795 16,459 53,852 59.2 40,389

Harriman 5,620

Kingston 880

Olive Springs 885

Rockwood 3,981 11,336 40.8 13,463
ROBERTSON 29,046 21,232 58,237 73.1 43,678

Greenbrier 795

Ridgetop 351

Springfield 6,668 7,814 26.9 14,559

03T



TABLE VI (continued)

- CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON

COUNTIES AND MUNICIPALITIES.

RETURN OF %#¢ PER GALLON TO TOWN, BUT NOT TO

EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED

emene
m_——

et

County and towns 1940 1940 Return of two Percentage County Towns
Population Population cent gas tax
a/ a rural and July 1, 1939 population c/ c/
urban to June 30,
Column number (1) (2) (3) 1940 (5) (6) (7)
(4) b/

RUTHERFORD 33,604 23,616 $65,566 72.7 $49,175

Murfreesboro 9,495

Smyrna 493 9,988 7.8 $16,391
SCOTT 15,966 14,714 535,995 92.2 49,783

Onelda 1,208 1,252 7.8 4,212
SEQUATCHIE 5,038 4,317 39,421 ~ 85.7 33,785

Dunlap el TRk 14.3 5,637
SEVIER 23,291 22,130 58,536 95.0 55,609

Sevlierville b, 461 1,181 5.0 25 9L
SHELBY 358,250 62,294 214,461 17.4 160,846

Arlington 440

Bartlett 440

Collierville 1,042

Germantown 402

Memphis 292,942

Millington 730 295,956 82.6 53,615

~
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TABLE VI (continued)

CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON
COUNTIES AND MUNICIPALITIES. RETURN OF #¢ PER GALLON TO TOWN, BUT NOT TO
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED

st st i st

st a——— e

County and towns 1940 1940 Return of two Percentage County Towns
Population Population cent gas tax
a/ a8/ rural and July 1, 1939 population c/ c/
urban to June 30,
Column number (1) (2) (3) 1940 (5) (6) (7)
(4) b/

SMITH 16,148 14,368 $46,417 89.1 841,358

Carthage 1,512

Gordonsville 250 1,768 10.9 - $5,059
STEWART 13, 549 13,549 &0,2795 100.0 50,275

None _
SULLIVAN ‘ 69,085 39,977 69,538 57.9 52,153

Bluff City 700

Bristol 14,004

Kingsport 14,404 29,108 42.1 17,385
SUMNER 32,719 26,462 61,827 80.9 50,018

Gallatin 4,829

Mitchellville 216

Portland 1,212 6,257 1851 11,809
TIPTON 28,036 22,954 57,451 81.9 47,052

Atoka 255

Brighton 209

Covington 3,513

gaT



TABLE VI (continued)

CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON
COUNTIES AND MUNICIPALITIES. RETURN OF %{ PER GALLON TO TOWN, BUT NOT TO
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED

County and towns 1940 1940 Return of two Percentage County Towns
Population Population cent gas tax
a/ a/ rural and July 1, 1939 population c/ c/
urban to June 30,
Column number (1) (2) (3) 1940 (5) (6) (7)
(4) 74

Garland 160

Mason 448

Munford 407 5,082 1844 $10,399
TROUSDALE 6,113 5,018 $35,081 82.1 $28,801

Hartsville 1,095 1,095 17.9 6,280
UNICOI 14,128 P 0 fmrATds) 41,856 76.3 31,936

Erwin 3,350 3,350 23.7 9,920
UNION 9,030 9,030 42,287 100.0 42,267

None :
VAN BUREN 4,090 3,582 . 40,093 87.6 35,121

Spencer 508 508 12.4 4,972
WARREN 19,764 14,597 53,034 73.2 39,776

McMinnville 4,649

Morrison 278

Viola 240 5,167 26.1 . 13,258

e3T



TABLE VI (continued)

CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON

COUNTIES AND MUNICIPALITIES.

RETURN OF #¢Z PER GALLON TO TOWN, BUT NOI TO

EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED-

County and towns 1940 1940 Retiurnt of two Percentage County Towns
Population Population cent gas tax
a/ a/ rural and July 1, 1939 population ¢/ </
urban to June 30,
Column number (1) (2) (3) 1940 (5) (6) (7)
(4) b/

WASHINGTON 51,631 27,892 $63,160 54.2 $a7,370

Johnson City 22,763

Jonesboro 976 23,739 45,8 $15,790
WAYNE 13,638 12,870 59,483 94.4 56,152

Waynesboro 768 768 5.6 _ 3,331
WEAKLEY 29,498 21,818 61,880 74,0 46,410

Dresden 1,115

Gleason 883

Greenfield 1,509

Martin 3,587

Sharon 586 7,680 26.0 15,470
WHITE 15,983 13, 447 48,643 84.3 41,006

Sparta 2,506 2,506 1657 7,637
WILLIAMSON 4 i 4240) 21,100 59,735 857 49,998

Franklin 4,120 4,120 16.3 9,737

72Tt



TABLE VI (continued)

CALCULATIONS SHOVING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON
COUNTIES AND MUNICIPALITIES. RETURN OF #¢ PER GALLON TO TOWN, BUT NOT TO
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED!

County and towns 1940 1940 Return of two Percentage County Towns
Population Population cent gas tax
a/ a/ rural and July 1, 1939 population (4 e/
urban to June 30, _
Column number (1) (2) - (3) 1940 (5) (6) (7)
(4) b/
WILSON . BB 267 18, 409 $61,181" T245 $45,886
Lebanon 5,950 :
Watertown 908 6,858 27.1 $15,295
Total $5,458,090 $4,512,080 $946,010

1 This table, except for the heading, TABLE VI, i1s copled from a table prepared by
the Tennessee Munlcipal League and presented 1In the Report of The Gas Tax Committee,
January 23, 1941. However, flgures for Crockett, Sequatchle, and Overton countles were
obviously 1n error and were corrected by the author. The totals do not exactly check
with those of Table III because of minor differences in sources of flgures.

E/bounties and incorporated municipalities and their population are taken from
Series P-2 No. 21 (Al-41, G-32), Sixteenth Census of the United States: 1940, as of April
1y 19404 :

- = “z:.,t-_— —— - —— —— - e

E/This

Information was supplied from the offi
Accounts for the State of Tennessee. . PR D S Sttt

82t

T T T

</ '
If the proposed Bill had been in effect July 1, 1939 to June 30, 194
0
and towns would have received the amount shown in Columﬁs 6 and 7 insteaa of Célggzanes

Figure in Column 3 on line with county name is total :
and 7 are totals for all towns in a cgunty. B i ey,

S countles have no municipalities and are not affected by the proposed bill.

: 30 countles have 25 per cent or more municipal popul -
will apply to these countiles. S DAPIRSECaR RN 347N

60 countlies have less

than 25 per cent municipal nnn
will apply to these counties. b population and Section 3, "B .



136
within 1ts text. It provides: A

l. That municipalities shall receive from the (2¢)ﬁ
"State Gasoline Tax" returned to the counties only the amoﬁpt
above what the counties received from July 1, 1940 to Jhne?SO,
1941.
| 2. That the municipalities in a county receive the-in-
crease - due thelr county only. .

3. No county will lose ahy revenue as this revenue;was
never before received by the county.

4, Does not change the method of distribution to agunties.

5. Does not affect the state revenue.

6. Will never pay more than 25 per cent of the two' cent
gasoline tax to the municipal;ties.

The action taken in presenting this proposal represented
a long step toward meeting something that would be acceptea.
However, this bill was put forward tqo late to be acted upon in
the 1941 session of the state legislature. It was on the sal-
endar when the session closed and had never been finally acg%ed
upon.

There 1s 1ittle doubt but that the activities of thé
Tennessee Munlcipal League will grow in intensity and scope.,
However, certain bbstacles must be faced by the League. Thb
County Judges Assoclation will probably:continue to oppose ghy

measure that will in any way tend to lessen county shares ol



1R7
the gasoline tax. The traditional antipathy between the county
and the small town government of the state wlll also make posi-
tive actlon difficult.

The League and the proponents of the i1dea of city shar-
ing recognize the difficulties involved. The character of the
legislation proposed in 1941, was very concillliatory 1n attiltude.
The backers of thils legislatlon realized the unlikellhood of
passage of any measure drastically affecting county shares.

In order that something of value 1n the way of change could be
possibly achlieved, the last proposed plan was designed to safe-

guard and protect present county shares.



CHAPTER VIII
CONCLUS ION

Tennessee has now passed through a decade of gasoline
£ax sharing based upon the 1931 system of allocatlon, one
cent divided equally among the countles, and one cent divided
among the countles according to comblned area and populatlon
percentages. Nearly fifty million dollars of gasoline tax
revenues have been shared with the counties of the state since
the two cent sharing went iInto effect. The change made from
the 1929 sharing basis was toward a more equal sharing of the
total funds returned. No concentrated attempts have been
made during the past decade elther to return the sha?ing to
a basls similar to that used from 1929 to 1931 or to adopt a
new basis,

The aims of thils thesls have been to stress the impor-
tance of the gasoline tax sharing problem 1n this state and
to suggest fhe possible changes that could be adopted.

The objJjectives of any tax sharing or grant-in-aid may
agaln be noted. The sharing of centrally collected revenues
should be designed elther to return the revenues to the place
of tax 1ncidence, to supply funds for the equalization of com-
parative costs and opportunities of governmental functions

among the sharing units, or to provlide a means whereby the
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central government can control local action. Since the
Tennessee gasoline tax sharing system does not alm at state
control of local road activity, its objectives, whether con-
sclous or not, must be one or both of the others mentioned.

This study has presented adequate statistical materlal
designed to enable a determlnatlion as to whether the sharing
system 1s meeting 1ts supposed purposes. Conclusions were
reached that 1f the purpose of the Tennessee sharing scheme
was elther the return of tax monies to place of gasoline con-
sumption, or the equalization of highway costs and opportun-
itles among the cowntles, the distrlibutlion was lnequitable.

If elther or both of these purposes are to be met, the dis-
tribution in Tepnessee must be changed so as to allocate to

the larger countles of the state greater proportionate shares
of the returned tax funds. If the purpose of the sharing,
however, was the equallzation of the costs of all local gov-
ernmental functions among the countles of the state, much

more Jjustificatlon could be given to the present plan. The
latter purpose has not been used as the reason for sharing
revenues 1n traditlonal highway filnance, and 1t serves chlefly
as a defense for the current sharing system. Theoretical as
well as practical aspects of this problem have been considered,
and tables and accompanyling comments have been purposed to pro-

vide definite and conclusive evidence relative to the effects
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of the sharing in this state.

As was mentlioned earlier in this thesls, any move that
1s to be taken 1n changlng the present distributive basls .can
come about only through legislative action. This fact serves
to accentuate the political influences entering into a de-
termination and directing of this actlon, and to lessen any
positive influence that sclentific findings could possibly
exert. However, the lnequitles of the present distribution
are evident upon observation, and can easily be noted without
an intensified survey.

It seems evident that recognition of existing inequi-
ties 1In the sharing structure is not the retarding factor in
preventing changes. There are several causes for the contin-
uation upon the current sharing structure: first, the balance
of legislative power in this state 1s held by those smaller
countlies whose proportionate shares would probably be reduced
by any change, and any relinquishing of such funds availlable
to such counties would be politically inexpedlent; second,
no concerted effort‘has been made by the larger countles to
force a change. If some moderate reform measure were lnitlated
by the larger units and enough political pressure brought to
bear upon the representatives of those median countles whose
revenues would not be greatly affected by a change, adoption

wbuld be entlrely possible. Of course, complete fulfillment
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of elther of the theoretical objectives of tax sharing cannot
be expected. Tennessee conditions are such that possibly the
larger and more progressive countles must continue to do more
than equallze highway opportunities with the weaker units.
Grants above those that would exactly equalize rural road costs
serve to enable the poorer counties to support all local gov-
ernmental functions on a basis more comparable with the larger
units. Any revision of the sharing scale whereby the larger
counties receive greater proportionate shares can rightfully
be considered a progressive step.

One of the most hopeful signs that has appeared in con-
nection with the gasoline tax sharing problem, has been the
interest and activity taken by the Tennessee Municipal League
during the past two years. In spite of the fact that such
interest 1s concerned primarily with the securing of portions
of the funds for the cities, it will serve to focus attention
upon the whole problem. Such actlion should arouse and stimu-
late some action by the larger counties, and should force the

beneficiaries of the present system (the smaller counties)

to defend the present structure. The municipalities of the
state will continue to seek shares of gasoline tax revenues
for use on city streets. Representatives of the municipal
units seem willing to accept any plan which they think might

be acceptable to the counties. If the League contlinues 1its
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actlions, some plan will probably be worked out under which
the cities of the state will receive some share, however small
they might be. As was previously stated, only a few of the
municipalities of the state seem to be sufficiently indepen-
dent of the surrounding rural areas to warrant specific in-
clusion as full sharing participants.

A possible solution to the whole problem would be state
assumption of control over the construction and maintenange
of all local or rural roads. This, of course, would eliminate
any sharing problem, and the funds would be used in integrat-
ing a state-wide system, much in the manner that funds are
now expended on state highways. Several states have adopted
this plan. If a satisfactory sharing scheme cannot be worked
out, there will be more likelihood that complete state control
of all roads will eventually come. However, it is belleved
that some satisfactory system of tax sharing among the local
units can be worked out and put into effect.

The adoption of a more equitable distribution among the
counties of the state, (either a return to the 1929 sharing
base, or sharing on any of the other plans mentioned), plus
some system whereby the larger municipalities of the state may
be included as aharing participants, (possibly taking the form
of definite appropriations to the designated municipal units),
seems to be the most logical solution to the gasoline tax shar-

ing problem.
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APPENDIX



Population percentages for the various countles that
have been worked out on the basls of the 1940 census. These
percentéges were read& to be used in the allocation of gasoline
tax revenues 1n March 1941, but the change had not been made
at that time. The change that will be made in total amounts
returned will be slight due to the fact that only 1n a few
counties did population percentages change greatly, and only
- one~fourth of the total amounts returned are shared according
to population. The percentages below are taken from those

worked out by the Department of Accounts, and are certified

correct.
County Population County Population
percentage percentage

Anderson .908965 Decatur « 351905
Bedford « 793973~ DeKalb « 500302
Benton «410722 Dickson 676237
Bledsoe «286641 Dyer 1 . 9508
Blount 1.410091 Fayette 1.039906
Bradley « 977351 Fentress .489121
Campbell 1.067651 Franklin .819386
Cannon « 338839 Glbson 1.537635
Carroll «890926 Giles 1.002798
Carter - 1.204695 Gralnger «492345
Cheatham « 340485 Greene 1.351411
Chester » 381502 Grundy . 396181
Claiborne .845622 Hamblen .638272
Clay « 373957 Hamilton 6.189569
Cocke . 825937 Hancock .385172
Coffee .650207 Hardeman .809029
Crockett «594340 Hardin .610664
Cumberland 0534734 Hawkins « 978208
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County Population County Population
percentage percentage
Haywood 949949 Overton «647601
Henderson 659158 Perry .258416
Henry .887463 Pickett «213077
Hiclman .+510076 Polk 530653
Houston «220588 Putnam 900255
Humphreys 425984 Rhea «560833
Jackson .517244 Roane 0953241
Jefferson 638615 Robertson 996145
Johnson 445772 Rutherford 1.152463
Knox 6.120636 Scott 547561
Lake 385309 Sequatchie .172780
Lauderdale 838900 Sevier 798775
Lawrence » 9856170 Shelby 12.286335
Lewls 200594 Smith 553802
Lincoln 933316 Stewart 464669
Loudon «680353 Sullivan 2.369299
Macon «511139 Sumner 1.X22112
Madison 1.855897 Tipton 961506
Marion .656414 Trousdale .209648
Marshall « 549756 Unicol . 484526
Maury 1.384060 Union « 300688
Melgs «219251 Van Buren +140268
Monroe 832521 Warren .677815
Montgomery 1.143615 Washington 1.770707
Moore «140371 Wayne «467721
Morgan «522731 Weakely 1.011646
McMinn 1.055648 White 548144
McNairy ."700450 Williamson «864931
Obion 1.062404 Wilson 866543
Total population percentage of all counties 100.000000
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