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The Effects of Gasoline Taxes 
 

Opposition to increasing taxes on gasoline is typically framed around the assertion that 
differences in state gasoline taxes lead consumers to cross state borders in pursuit of lower 
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in other nations have come to the conclusion that price differentials do affect the behavior of 
consumers who live near the border.4 
 
A 2005 report analyzing the 2000 suspension and later reinstatement of the gasoline sales tax 
in Indiana and Illinois focused on the relationship between the overall cost of gasoline on both 
sides of the border and the pass-through rate of taxes on gasoline (the actual amount of the tax 
that is passed on to the consumer through higher prices).5 The MIT researchers found a 60 to 
80 percent pass-through rate 
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not subject to the same variables. Thus far, there has not been much research done in the 
United States solely pertaining to gasoline price differentials and consumer behavior. However, 
abroad, several studies have concluded that consumers do take into account lower price 
differentials when deciding at what location to purchase goods.   
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