
Fiscal Policy  417 

Gasoline and Severance Taxes

Texas has a separate tax on the sale of gasoline. Unlike the general sales tax that 
is a percentage of the cost of the product, the gasoline and diesel fuel tax charges 
consumers in Texas a fixed rate of twenty cents on every gallon of gasoline they buy 
(on top of 18.4 cents a gallon in federal taxes). Texas’s gas tax rate is one of the lowest 
in the nation (thirty-eighth out of the fifty states and the District of Columbia), com-
ing in at less than half of New York’s 50.6 cents a gallon but much more than Alaska’s 
eight cents a gallon. This tax generates over $3.1 billion each year, or about 8 percent 
of the state’s tax revenue. The Texas Legislature has not raised the gasoline tax since 
1992, and these funds are not keeping up with the increasing costs of building and 
maintaining Texas roads. In addition, the rising fuel efficiency of vehicles and the 
increased prominence of electric vehicles means that the ratio of miles driven to gas 
taxes collected continue to rise. While some legislators have taken the risk of call-
ing for an increase in the gasoline tax to help fund the state’s growing demand for 
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Latest 15 states to achieve "tax freedom"

Earliest 15 states to achieve "tax freedom"

Source: Adapted from Tax Foundation, “America Celebrates Tax Freedom Day: Tax Freedom Day by State, Calendar Year 2014,” http://taxfoundation.org/sites/
taxfoundation.org/files/docs/Tax%20Freedom%20Day%202014%20Map_0.pg (accessed August 15, 2014). Used by permission of Tax Foundation. 
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