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Abstract 

 The goal of this project is to understand the unique consequences of the Great Depression 

on the state of Texas. This was done through historical research of the events, debates, and laws 

in the state during the 1930s, as well analysis of economic data. It was found that Texas, while 

struggling with many of the same issues as other states, also struggled with a shaky oil market 

and political stagnation. Like other plains states, Texas struggled through the dust bowl, 

becoming a leader in land conservation. It was also found that the two factors that influenced 

Texas’s state revenues the most, the gas tax and the property tax, also affected the revenues of 

thirteen other states as well. 
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 The Great Depression of the 1930s is most often viewed as a national and international 

crisis, and less is known about how states responded to the Depression and the New Deal. I 

examine how the state of Texas responded to the depression on a state and local level. Texas had 

five different governors during the Great Depression, whose solutions ranged from fiscal 

conservatism to an embrace of New Deal spending programs. While the stock market crash and 

nation-wide depression had an effect on the state, Texas also dealt with its own unique economic 

issues, some of which had national implications. Most notable is the discovery of the East Texas 

Oil Field, where new production lowered oil prices in the state and beyond. Texas also had to 

deal with the ecological disaster of the Dust Bowl and became a leader in soil and water 

conservation. Despite the fact that there was a deficit in the state budget, Texas, unlike many 

states at the time, did not pass a statewide income or sales tax. There was much debate about 

taxes during the 1930s, and the arguments for and against these taxes showcase the fears and 

beliefs of Texans at the time. Finally, despite economic turmoil, towards the end of the decade 

Texas took time and funds to celebrate its centennial with a World’s Fair and festivities across 

the state. While the economic effects of the centennial spending are as of yet unclear, for some 

the celebration seemed to signal the beginning of the end of the Great Depression.  

To gain a more national perceptive about the great depression, regressions were run to 

understand what factors influenced the state tax revenues in thirteen states. Among other things 

the regressions revealed that car ownership and the value of farm animals were some of the 

largest contributors to the revenues of a state, holding other factors constant. So far these 

regressions only included data for thirteen states, and more work still needs to be done to 

understand what was occurring among all of the states.  

 



Texas During the Great Depression 3 
 

Texas State Politicians of the 1930s 

 To understand the laws passed by the Texas State Legislature during the Great 

Depression it is helpful to start by looking at the leaders of Texas politics at the time. While the 

Texas delegation in Congress, including Sam Rayburn who would later become Speaker of the 

House, was very influential in getting Texas sufficient federal aid to get through the depression, 

the interest here is in politicians at the state level. The focus here is on political leadership 

including governors, speakers of the house, and lieutenant governors. Today the lieutenant 

governor of Texas is often viewed as the most powerful position in the state. This was not the 

case in the 1930s; however, they are still worth mentioning. It is also important to note that all 

terms, gubernatorial and legislative, lasted only two years.   

Crash of 1929 – Election of 1930  

 Texas remained fairly optimistic during the first few years of the Great Depression. There 

was a general sentiment throughout the state that the depression was the problem of New 

Yorkers and stock traders, and that the agrarian and oil economy of Texas would be impervious 

(Procter, 2010). As such, the politicians of this era did little in terms of major economic changes. 

In 1930 Governor Dan Moody was elected on a reformist platform. He was a supporter of 

prohibition and women’s suffrage and was noted for cutting the cost of the state highway 

program. His other reforms included reorganizing the prison system and, though unsuccessful in 

many of his attempts, he pushed for many progressive policies such as reworking civil service 

laws and restructuring of the state government. He and State Rep. Coke Stevenson, who would 

later become Speaker of the Texas House, created the office of the state auditor (Fleming, 2016).  

 The speaker of the House at this time was Wingate Barron whose main contribution to 

legislation was advancement of public education, such as the inclusion of physical education 
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programs (The University of Texas at Austin, n.d.). The lieutenant governor was Barry Miller, a 

staunch fiscal conservative (Texas Legislative Council, 2016, p. 71). 

1931 – Election of 1932 

 Of course Texas was not impervious to the depression, and people began to feel the 

effects of the declining economy more directly. Banks began to close, foreclosures increased, 

and the drop in the price of cotton hurt many farmers. Between 1930 and 1932 crop revenues in 

the state fell by about 21% and overall per-capita income fell by about 18% (Annual Report of 

the Comptroller of Public Accounts of the State of Texas, 1930 & 1932). People began to turn to 

charity and local governments for help and the iconic soup and bread lines of the depression 

began to form across the state of Texas. On top of the national economic decline, Texas 

struggled with a unique issue. New oil reserves found in East Texas originally seemed like a 

boon to the economy, but high production quickly became a problem (Procter, 2010). 

 As the oil supply increased and the price dropped, people dependent on the oil business 

began to call for action. Speaker of the House Fred Minor helped pass legislation giving the 

Texas Railway Commission power to regulate the oil industry (The University of Texas at 

Austin, n.d.).  However, these regulations were often ignored and, in response, Governor Ross 

Sterling placed four counties under martial law in order to halt oil production. This action was 

later ruled by the courts to be an overreach of this authority (Sterling, Ross Shaw, 2010), and it is 

discussed in detail in the next section.  

 The Lieutenant Governor for this legislature, and the following one, was Edgar Witt. In 

response to the depression he was a proponent of lowering the tax burden for homeowners and 

land owners (Texas Legislative Council, 2016). During the years he was presiding, there were 
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several laws passed that eliminated the interest on delinquent taxes and provided for partial 

payment plans.  

1933 – Election of 1934 

 By the election of 1932 people were growing worried about the economic depression. 

Governor Sterling lost reelection and Governor Miriam “Ma” Ferguson was voted in for a 

second, nonconsecutive term. Ferguson was the wife of a former governor who had been 

impeached, and her own first term was controversial. She was known for pardoning hundreds of 

prisoners, and many critics accused her of accepting bribes when issuing government contracts.  

However, her fiscally conservative stances in a time of economic turmoil were enough to get her 

reelected. Ferguson campaigned on cutting state expenditures and even proposed a state income 

tax and a state sales tax, although neither measure passed (Huddleston, 2010). 

 Much like her first term, Ferguson’s second term was full of controversy and allegations 

of corruption. In March of 1933 she declared a banking moratorium, limiting the amount people 

could withdraw in order to ease the financial panic. Other states and the federal government had 

enacted similar measures. While there were no formal charges, the constitutionality of this 

declaration was questionable. Many of the allegations of corruption stemmed from her handling 

of federal relief money. She placed her husband and other friends on the regional boards in 

charge of distributing the money, and many thought she was using the money for her own 

political gain. Her most significant contribution to the relief effort was the passage of a 

constitutional amendment for the issuance of $20 million in relief bonds. Passage of the 

constitutional amendment required a statewide vote, and the Fergusons continued to use corrupt 

practices to ensure the vote they wanted. They used various different means to pay off people 
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who agreed to vote for the bonds and financed the campaign with federal funds. The bonds were 

issued in several series over the next few years (Procter, 2010). 

 Speaker of the House Coke Stevenson presided over the 43rd legislature. Stevenson had 

made a name for himself in his first few terms by helping to create the Office of the State 

Auditor and opposing Governor Sterling’s highway plan. Stevenson felt that the $100,000,000 

highway bond program was too expensive, and favored a pay-as-you-go system for road 

construction. Stevenson continued to build his record of conservatism and spending limits during 

his first term as speaker. As his career progressed he would become quite a force in Texas 

politics, going on to become lieutenant governor and then governor in the early 1940s. In 1948 

he ran against Lyndon Johnson for the United States Senate, and lost the historically close race 

by just 87 votes (The University of Texas at Austin, n.d.). 

1935 – Election of 1938 

 After several years of fiscal conservatives, Texans voted in New Deal supporter James 

“Jimmy” Allred. As Texas Attorney General, Allred had been successful in containing 

monopolies and fighting big business, which made him popular with a depression era public that 

was wary of the corporations they felt had gotten them into the situation in the first place. Allred 

pushed hard to cooperate with federal programs, although often the legislature refused to fund 

them (Ewing, 2010). As part of his efforts to secure federal aid, he established the Texas 

Planning Board, which served in an advisory capacity until 1939. The board gathered and 

analyzed data to make recommendations on state services, and helped to create local planning 

boards across the state (Calkins, 2010). 
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 Most of the major economic legislation seen in the state statutes happened under Allred’s 

administration. He favored the chain store tax in order to minimize their power, and he disliked 

the idea of a state sales tax because he saw it as regressive. Instead, he wanted to equalize the 

property tax laws as a way to raise revenue (Ewing, 2010). Allred was also responsible for much 

of the welfare reform in the state. After the passage of the Social Security Act in 1935 he helped 

pass legislation regarding old-age pensions, unemployment compensation, teacher retirement, 

and aid for needy children and the blind (Procter, 2010). Allred’s tenure as governor was marked 

by a struggle between his administration creating relief programs, and the legislature refusing to 

fund them, or refusing to create revenue-raising mechanisms. Despite this opposition, Allred 

easily won reelection in 1936.  

 In 1936 a new Speaker of the House was elected, Robert Calvert. Having grown up in a 

state children’s home, Calvert supported legislation to increase welfare and aid to needy 

children, the elderly, and the mentally ill (The University of Texas at Austin, n.d.). During his 

time as Speaker the Old-Age Assistance Act, Housing Authorities Law, and other welfare 

legislation were passed.  

 The Lieutenant Governor for these years was Walter Woodul. Woodul’s main 

contribution as speaker was chairing the Texas Centennial committee of 1936 (Texas Legislative 

Council, 2016). Despite the depression, Texas invested in the celebration, providing funds for the 

improvement and expansion of Fair Park in Dallas in order to host a world’s fair. The Centennial 

is described more fully in a later section.  

1939 – 1940 
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 The 1938 election was dominated by a highly unusual candidate. W. Lee “Pappy” 

O’Daniel had become popular for his hillbilly persona on a Fort Worth radio program and 

decided to run for governor at the request of his listeners.  He campaigned while continuing to 

pose as a hillbilly, and brought along his band the Hillbilly Boys. He claimed his platform was 

the Ten Commandments. Once actually elected O’Daniel proved incapable of dealing with the 

legislature and broke many of his campaign promises (Procter, 2010). While on the campaign 

trail he had sworn to oppose sales tax. As governor, under the influence of the manufacturing 

lobby, he proposed a plan that would have instituted several sales taxes. This plan was defeated 

by the legislative branch. While he promised to raise old-age pensions, he abandoned his efforts 

to pass the increase. Despite these failures, O’Daniel remained popular with the public, and 

became a U.S. Senator in a 1941 special election against LBJ (Green, 2010).  

 O’Daniel’s chief rival in the legislature was Speaker of the House Robert Morse, who 

opposed O’Daniel’s plan to raise pensions. While Morse was Speaker, the House created the 

Texas Soil Conservation Districts in response to the Dust Bowl, discussed in a later section (The 

University of Texas at Austin, n.d.). 

How Texas Was Pulled into the Great Depression: The East Texas Oil Field  

The stock market crash of 1929 seemed a distant problem to many Texans at the start of 

the 1930s. The state thought itself immune to the economic downturn that was beginning to 

sweep the nation. However, in 1930 oil was discovered, which at first seemed a positive 

development, but would prove to be a drag on the Texas economy. The East Texas Oil Field, the 

largest oil field in the contiguous United States, was discovered near Kilgore in October. The 

discovery of oil in the East Texas Oil Field led to so much production that oil prices plummeted, 

damaging not just the Texas oil industry, but eventually the entire country’s oil market.   
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When the East Texas Oil Field was first discovered, its vast size was unknown, leading to 

a disorganized development process. Rather than one operator controlling the majority of the 

field, the land was quickly bought up by many small, independent operators. People began to 

drill and build wells anywhere and everywhere. Each operator was in competition with the other 

to drill as much oil as they could, as fast as possible (Smith J. C., 2010). This incentive to drill 

fast, without consideration of market demand, came about because of a common law statute 

called the Rule of Capture.  

The Rule of Capture meant that, “the owner of a tract of land acquires title to the oil or 

gas which he produces from wells drilled thereon, though it may be proved that part of such oil 

or gas migrated from adjoining lands” (Hardwicke, 1935, p. 5). In other words, no matter where 

the oil originated, whoever’s well it came out of had the legal right to that oil. Oil is a migratory 

substance, and it may flow from one land to another. Because the science of the 1930s could not 

prove that oil came from a different property than the well where it came up, the rule of capture 

was the only way to deal with the migratory nature of oil (Hardwicke, 1935, p. 6). The rule of 

capture incentivized drilling faster than one’s neighbor in order to get as much oil as possible. 

This high production created two main problems. Drilling that fast was bad for the integrity of 

the oil field as it produced physical and environment waste, and production ended up being 

above the quantity demanded at the prior price. Basic economics says that if supply increases and 

demand does not, then prices will drop. This is exactly what happened in Texas, with dramatic 

effect.  

By 1931 production in East Texas was expanding rapidly. The Texas Railroad 

Commission was the state agency in charge of regulating the oil industry, but often the 

commission did not enforce its own rules or its regulations were simply ignored. The Rail Road 
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Commission had first been given jurisdiction over oil and gas in 1917 when the legislature gave 

them the responsibility of ensuring that pipelines remained “common carries.” That same year 

the legislature declared the preservation and conservation of natural resources within the state to 

be an issue of “public rights and duties.” In keeping with that declaration in 1919 the legislature 

gave the railroad commission jurisdiction over the conservation of oil and gas. In November of 

that year the commission passed its first rule regulating the oil and gas industry. Rule 37 

regulated the spacing of oil wells in order to reduce fire hazards and protect oil fields from 

potential damages. After being challenged as a violation of the 14th amendment, the Rule was 

upheld by the United States Supreme Court in 1928 (The Railroad Commission of Texas, 2016). 

With these rulings the oil and gas industry of Texas was firmly within the commission’s 

jurisdiction, but they had yet to take any major steps of regulation. This changed with the East 

Texas Oil Field.  

 On April 4th, 1931 the commission placed the first proration order on the East Texas Oil 

Field, imposing an allowable production rate of around 1,000 barrels of oil per well per day. The 

order went into effect on May 1st, 1931, by which time the East Texas field was producing about 

one million barrels a day from over a thousand wells, accounting for one-third of national oil 

production (The Railroad Commission of Texas, 2016). The high production, combined with a 

decreased demand for energy because of the depression-ridden economy, caused oil prices to 

drop to ten cents a barrel.  

Fearing that the levels of production in East Texas were unsustainable, Governor Ross 

Sterling called a special session of the legislature on July 14th, 1931. Originally, the intent of the 

session was to set a new proration order that would limit production to match market demand. 

However, during the legislative session, a federal court declared the original proration order of 
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April 4th illegal, because it was attempted price fixing (Smith J. C., 2010). Because of this ruling, 

rather than limiting production, on August 12th, 1931, the legislature passed a new law 

prohibiting the Railroad Commission from regulating production. The commission could only 

oversee conservation of oil and limit physical waste (The Railroad Commission of Texas, 2016). 

This decision angered many East Texans, who felt that regulation was the only way to 

save the crumbling oil industry from itself. At a mass meeting in Tyler on August 14th, hundreds 

of East Texans appealed to Governor Sterling to place the oil fields under martial law and shut 

down production, as Governor Murray had done in Oklahoma. At first Governor Sterling said he 

would not resort to martial law, and that he wanted to give the laws passed during the special 

legislative session a chance to fix the problems (Martial Law In Oil Fields Not Planned, 1931). 

Just a few days after the meeting he went back on that statement.  

On August 17th 1931 Governor Sterling placed Gregg, Upshur, Rusk, and Smith counties 

under martial law declaring that, “oil and natural gas producers in said East Texas oil field…are 

in a state of insurrection against the conservation laws of the State… and are in open 

rebellion…” (Complete Shutdown in East Texas Fields; Four Counties Placed Under Martial 

Law, 1931). The Texas National Guard and the Texas Rangers were sent in and oil production 

was ordered completely shut down. In explaining the decision to place the counties under martial 

law, the Assistant Texas Attorney general said that a legal technicality “left the State of Texas 

and the Railroad Commission without proper supervisory powers over the oil industry” (Lapse 

Between Orders Cause Of Martial Law, 1931). Despite martial law being instated for most of the 

second half of the year, the East Texas Oil Field still reported over 121 million barrels of oil 

produced in 1931 (Smith J. C., 2010).    
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Although many people had called for martial law, it was controversial. Many living and 

working in East Texas feared that it would lead to increased unemployment for the field and 

refinery workers, adding to the already troubling high unemployment rate. Others worried about 

how much the martial law would cost the State; one Dallas Morning News article estimated it 

would cost over $4,000 a day, about $63,000 in today’s money (Martial Law Cost $4,383 Each 

Day, 1931). Some legislators believed that Governor Sterling had overstepped his authority in 

instituting martial law. On August 20th the chairman of the Texas House Oil, Gas, and Mining 

Committee tried to compel the governor to testify before the State House, but the resolution was 

defeated (Plans to Bring Sterling Before House Defeated, 1931). 

On September 2nd, 1931 the Railroad Commission passed a second proration order 

allowing production in East Texas to restart, but restricting each well to 225 barrels a day for a 

total of 400,000 barrels. While the proration order continued to be supervised via martial law, 

many oil producers ignored the regulation. Oil produced over the legal limit, or “hot oil,” was 

shipped out of State by bribed truckers, railroad, and pipeline employees (Smith J. C., 2010). 

The martial law on the four counties was lifted on February 2nd, 1932 when a federal 

court declared it illegal. The federal courts would continue to play an important role in East 

Texas oil production as it struck down proration orders throughout 1932. In November 1932, 

Governor Sterling called another special session of the legislature to once again deal with East 

Texas oil conservation. This time the legislature was able to pass a law giving the Railroad 

Commission the authority to determine market demand for oil and prorate production 

accordingly. It also made production of hot oil a felony. Despite these attempts at regulation in 

1932 the East Texas Oil Field produced over 148 million barrels of oil. In 1932 oil prices had 

managed to rebound to around $1 a barrel but due to high allowables by 1933 prices had again 
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fallen to 10 cents a barrel. This crisis was no longer contained to East Texas; the entire American 

oil industry was suffering, causing President Franklin to sign an executive order on July 14th, 

1933 regulating crude oil production (Smith J. C., 2010). Executive Order 6204 authorized the 

Secretary of the Interior to enforce Section 9-C of the National Industrial Recovery Act, which 

allowed for the prohibition of the sale of oil, across state lines or internationally, that had been 

produced in excess of any “State law or valid regulation or order prescribed thereunder” 

(Congress, 1933). The act would later be found unconstitutional. By the second quarter of 1933, 

the East Texas Oil Field counties accounted for 50% of all the oil produced in the state. 

Figure 1: 

 

 

 

 

 

 

 

 

 
Source: Annual Report of the Comptroller of Public Accounts of the State of 
Texas, 1931-1933 
 

Texas, and the federal government, spent the rest of the 1930s trying to end hot oil 

production and regulate the oil industry.  
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Depression Moves West: The Texas Dust Bowl 

 Adding to the economic difficulties sweeping the country and the state, matters were 

worsened by the ecological crises of the Dust Bowl. West Texas was deeply affected, with the 

Panhandle and Dallam County, which bordered the Oklahoma panhandle, hit the hardest. While 

for the most part Texas was similar to the other southern plains states of the Dust Bowl 

(Oklahoma, Kansas, and New Mexico), it had a few unique factors and responses that are worth 

noting. 

 The Dust Bowl was caused by a combination of natural and manmade factors. In the 

summer of 1930 the first signs of a drought began in the eastern portion of the country, and by 

the summer of 1931 the Great Plains were beginning to experience drought conditions. Rain 

continued to be below normal and temperatures were reaching unprecedented highs. By 1935 the 

southern plains were nearly a desert (Worster, Dust Bowl: The Southern Plains in the 1930s, 

1982, 2004, pp. 18-19). The year 1934 was one of the worst years for Texas, with 3 months in 

extreme drought, and nearly 40 days with temperatures over 100 degrees Fahrenheit.  However, 

the plains had experienced droughts before; it was not merely these climatological changes but 

also human intervention in the plains that led to the Dust Bowl.  

 By the 1930s much of the southern plains had been excessively plowed and cultivated. 

The natural grasses of the plains had been replaced by profitable crops, especially wheat. 

Without the native vegetation and sod, the top soil became dust that easily blew away in the great 

storms that characterize the era (Worster, 1982, 2004, p. 20). In Texas however it was not so 

much wheat, but cotton and cattle that were responsible for intense land utilization. In the 1920s 

cotton prices had fallen dramatically from 40 cents per pound to 10 cents per pound, causing 

many farms to plant even more to try and make up for their losses (Turner, 2014, p. 53). Cattle 
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too took their toll on the land. When the cattle boom of the late 19th century began, ranchers 

often made such good profits that they attracted investors from the east coast and as far off as 

Scotland. With these high incentives, ranchers grazed and ran more cattle across the plains than 

was sustainable for the natural grasses. For example, at its height the XIT, “ten counties in 

Texas”, Ranch spanned 3 million acres of the panhandle and raised 150,000 head of cattle 

(Worster, 1982, 2004, p. 82). After fifty years of high cotton production and cattle ranching, the 

land began to give out.  

 Thus the agricultural and ranching boom of the 1880s through the 1920s contributed to 

the bust of the 1930s, mirroring the cycle of the nation’s economy. The Dust Bowl was 

devastating for much of West Texas as wind storms blew the top soil away. Not only was the 

agricultural industry hurting, but the dirty air and blowing dust caused damage to people’s health 

and property. From January to March of 1935, visibility in Amarillo hit zero seven times, with 

one storm lasting 3½ days. Like other Dust Bowl areas, many people started to migrate out of 

West Texas and the panhandle, with 34% of farmers leaving between 1935 and 1937 (Worster, 

Dust Bowl, 2010). This was a situation the state legislature could no longer ignore.  

In 1935 Texas was one of the first states to establish wind erosion conservation districts. 

In these nine counties of the panhandle, “local authorities were given power to force farmers to 

institute measures to halt blowing dust” (Worster, Dust Bowl, 2010). As well as this state level 

effort to end erosion, Texas played an important role in the federal effort to address the Dust 

Bowl. At 43,000 people in 1930, Amarillo was the most populous city in the Dust Bowl region. 

In 1935 it became the headquarters of “Operation Dust Bowl,” the unofficial name for Region VI 

of the federal Soil Conservation Service (Worster, 1930s, 1982, 2004, pp. 40, 201). Under the 

pressure of Texas Congressman James Buchannan and others, in 1936 President Franklin and the 
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USDA presented a model soil conservation bill to each state governor. The bill was to serve as a 

guide line for each state to develop its own soil conservation program (Gottschalk, Allen, & 

Harris). 

Although the model bill was in part based on the 1935 Texas Wind Erosion Act, when it 

was introduced to the Texas State Legislature in 1937 it was met with much controversy 

(Gottschalk, Allen, & Harris). Eventually the bill did pass but was vetoed by Governor Allred. 

The Governor had been convinced by a lobby of influential land owners, and by the US 

Secretary of Agriculture, Henry A. Wallace, that the bill would not adequately address the 

erosion problem. Most of the bill’s issues had to do with the fact that it essentially delegated all 

of the conservation district work, including enforcement and taxation, to the counties. 

Landowners wanted more of a say in the establishment of the districts (Gottschalk, Allen, & 

Harris). 

Through the end of 1937 and into 1938 a “Committee of One Hundred” was formed to 

rewrite the law. The committee was made up of landowners and was headed by V.C. Marshall of 

the Texas Agricultural Association.  The committee wanted a bill that would put land owners in 

charge of the conservations districts. Landowners would decide by vote if a conservation district 

in their area should be made, and the districts would have no taxing authority. In 1939 H.B. 20 

passed, backed by the Committee of One Hundred, leading to the creation of the Texas State Soil 

and Water Conservation Board. The bill’s effects were seen almost immediately, “By July 20, 

1939, 124 petitions had been filed requesting the creation of soil conservation districts; 114 

determinations of need had been approved and 105 elections had been held” (Gottschalk, Allen, 

& Harris). 
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Not long after the establishment of the conservation districts the drought began to let up, 

and by the 1940s the Dust Bowl was officially over.  

Why Texas Never Adopted a State Income Tax 

 To date only seven states do not have an income tax: Alaska, Florida, Nevada, South 

Dakota, Washington, Wyoming, and Texas. Instead, Texas relies mostly on state sales taxes and 

local property taxes to help fund government operations (Bell, 2014). But why did Texas never 

pass this fairly common piece of legislation? In the 1930s, as many states tried to increase 

revenues to fund relief efforts, seventeen states passed income taxes. Several times throughout 

the decade Texas came close to passing some form of income tax, but never did due to 

constituent fears, the increasing influence of cities, and bad political timing.  

 Even at the start of the decade the idea of a state income tax was already being discussed. 

Because there was not a state income or sales tax, Texas relied heavily on ad valorem property 

taxes to fill its treasury (Miller, 1931). The gas tax was also an important source of revenue for 

the state, eventually becoming coming a key portion of the state’s income.  

 Figure 2: 

 

 

 

 

 

 

Source: Annual Report of the Comptroller of Public Accounts of the State of Texas, 1930-1940   
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In 1930 the tax commissioner proposed a state income tax (State Income Tax Urged for 

Texas, 1930) and by 1931 an income tax measure was being considered in the state house 

(House Engrosses State Income Tax Plan, 1931). Because of a clause in the Texas constitution 

requiring “equal and uniform taxation,” the graduated income tax proposed would have to be 

dealt with via a constitutional amendment, meaning the matter would eventually go directly to 

the voters. However, the measure never made it out of the House. In 1932 future Governor, then 

Attorney General, James Allred ruled that the “equal and uniform taxation” clause only applied 

to property taxes, and thus a graduated, or progressive, income tax could be passed without a 

constitutional amendment (Brooks, 1932). In contrast, in 1932 Rep. Coke Stevenson, who was 

running for Speaker of the House at the time, expressed his dislike of the idea of an income tax. 

He feared that it would be an unsteady source of income and would encourage overspending 

during times of plenty (Opposes State Income Tax, 1932). Stevenson was a popular political 

figure whose opinion carried weight, and his concerns would be echoed by others.  

 In 1933 the issue of a state income tax again came before the State House, this time in the 

form of a bill sponsored by Rep. Sarah Hughes of Dallas (Income Tax Bill By Mrs. Hughes 

Engrossed, 1933). Hughes argued the bill would be more equitable, as it would tax based on 

ability to pay and, “only those who make money above their living expenses will be required to 

pay.” The rates proposed were a graduated system with 2 to 7 percent for individuals up to a 

maximum payment of $11,000, and 2 to 6 per cent for corporations maxing out at $6,000. The 

bill would have included a $2,500 exemption for heads of families, and a $500 exemption for 

each dependent. Hughes claimed that the bill would raise between $10 and $12 million a year in 

revenues. She also argued that the increase in revenues it would provide would be necessary to 

pay for educational spending (Income Taxes Argued: House Refuses Proposal for Flat Rate, 
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1931). The bill died once it reached the Senate, despite Governor Ferguson’s warning that the 

state general fund was in danger of being, “hopelessly in the red” (State Income Tax Bill Is 

Killed In Commitee, 1933). 

 Ferguson was correct about the state of the general fund. It is surprising that no tax was 

passed in 1933, since that year the general fund went from a cash balance of around $1 million, 

to a net deficit of about $7 million. The state general fund would remain in a decreasing deficit 

for the rest of the decade.  

  Figure 3: 

  

 

 

 

 

Source: Annual Report of the Comptroller of Public Accounts of the States of 
Texas, 1930-1940 

There were two main factors that contributed to the bill’s failure. One was the mounting 

depression. People feared that an income tax would cause corporations to lay people off, and 

thus lead to an increase in unemployment. As one State Senator put it, “whatever the merit might 

be in the theory of an income tax, now is not the time” (Senator Declares State Income Tax 

Would Be Futile, 1933). Second, there was a tension between the major cities, and the business 

interests residing there, and rural agricultural areas. Cities in Texas were growing. Over the 

1930s the urban percentage of the population increased by 4 percentage points to 45%. Property 
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taxes tended to put more strain on farmers because they owned land, whereas those lived in cities 

might not have property that reflected their level of income (Miller, 1931). An income tax would 

have meant those living in the city would pay more in taxes, whereas, according to Hughes 

herself, “not two per cent of the farmers of Texas would have to pay.” As such, Hughes claimed 

that she received the most push back from cities, including her own Dallas (Income Tax Bill By 

Mrs. Hughes Engrossed, 1933). Indeed, the Dallas Chamber of Commerce, among other business 

groups, opposed the proposed tax (Loss of Vital Industries Feared If State Income Tax is 

Enacted, 1933). They feared that the tax would discourage business from coming to Texas and 

investing their capital in the state. This was a fear echoed throughout the Texas state income tax 

debate.  

 The next opportunity for an income tax came in 1935, but timing of federal legislation, 

along with the same fears as before, kept the bill from passage. In 1935 the Social Security Act 

had been passed, bringing with it the payroll tax of 1 percent on the worker and one percent on 

the employer (Social Security Administration, n.d.). Already seeing a tax increase in the future, 

people were wary of seeing their taxes increase again through a state income tax and the proposal 

received a great deal of negative feedback. People simply felt that because they were already 

paying local taxes, state taxes, the federal income taxes, and now a payroll tax, they were already 

being taxed as much as they could handle. As one Texas resident put it, “This field of taxation 

[income taxes] should be left to the Federal Government” (State Income Tax Opponents Warn of 

Disaster as Another Legislative Session Is Near, 1935). Also during the 1935 debate, the 

argument that an income tax would keep people and businesses from moving to Texas was made. 

California had just passed its income tax the same year, and people were concerned that all the 
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wealthy individuals of California were leaving and moving to Florida, which had no income tax. 

Whether true or not, the rumors of fleeing residents were enough to scare many off of the tax.   

Finally, there was an argument made against the tax regarding the Texas Centennial, 

which was coming up the next year. The centennial meant that tourists from around the country 

and world would be coming to Texas for the celebrations planned. As one Dallas businessman 

said, “we are boosting the Texas Centennial, and inviting millions of outsiders, from whom we 

would like to secure new business institutions and thousands of new residents.” The same 

businessperson suggested a sales tax would be more appropriate for the time. People argued that 

if the income tax was passed before the centennial it would discourage any of the visitors from 

staying and become permanent residents (State Income Tax Opponents Warn of Disaster as 

Another Legislative Session Is Near, 1935). 

 An income tax was proposed again in 1939.This time the proposal, a four percent income 

tax to pay help pay for the old-age pensions, seemed like it was going to pass. To the surprise of 

many, the legislation was amended to instead be a 2½ percent sales. The measure was a 

constitutional amendment, meaning it would have to pass both houses by a 2/3 vote and be 

passed by the electorate (House, In Surprising Reversal, Defeates Proposed Income Tax, 1938). 

The amendment eventually failed. Texas eventually shifted away from a reliance on property 

taxes. A general sales tax was adopted in 1961 which now accounts for the majority of state tax 

revenues (Calvert, 2010). 

The Beginning of Recovery: The Texas Centennial of 1936 

 In the middle of a decade of economic depression Texas was set to celebrate the one 

hundredth anniversary of its independence from Mexico. The Texas centennial celebration of 
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1936 led to the refurbishment of historical sites, erection of statues and monuments, building of 

museums, and creation of memorial markers all across the state. Most notable was the Centennial 

Exposition and World’s Fair held in Dallas. Many of the tourist attractions and museums that are 

still visited today were created for the centennial. Indeed Fair Park, much of which was built for 

the exposition, is still visited by thousands each year for the State Fair of Texas. Beyond the 

cultural significance of the centennial, it was a controversial project that, while costing millions 

between federal, state, local governments, may have benefited the state economically.  

 In 1932 a constitutional amendment was proposed, and subsequently passed, “authorizing 

a centennial celebration and instructing the legislature to make adequate financial provisions for 

it” (Texas Centennial, 2010). In 1934 a permanent Texas Centennial Commission was appointed 

and plans were officially underway for the celebration. The goal of the celebration was to 

advertise Texas to the rest of the country, and even the rest of world. Centennial planners hoped 

to bring in tourists who would travel around Texas and see it as a modern state, not just a 

collection of oil derricks and farm fields. The Commission of Control, Advisory Board of Texas 

Historians, the Works Project Administration, and the Texas Highway Department all worked 

together to, “erect permanent buildings, monuments, statues, and grave markers” (Texas 

Centennial, 2010). 

 One of the first decisions the commission had to make was where to hold the central 

exposition. Due to a law requiring the commission to select the city willing to provide the most 

financial support, Dallas, which offered to commit $7,791,000, was chosen (Ragsdale, 1987, p. 

35) (Texas Centennial, 2010). Besides offering the most money, Dallas had other advantages. 

The state fairgrounds in the city could be expanded for the exposition, and the one-hundred-mile 

radius around Dallas was the, “most prosperous and most thickly populated in the state” 



Texas During the Great Depression 23 
 

(Diverting Excess Gas Tax Urged To Aid Centennial, 1934). Once selected, the city had to figure 

out how to finance this massive undertaking. In the end, the city’s part of the bill was paid by an 

awkward combination of city funds and private contributions. In 1934 the Texas Centennial 

Central Exposition Corporation was formed, and it issued $2 million in its own bonds. The 

corporation expected to be able to repay these bonds with the proceeds from the sale of tickets 

and concession rights. In addition to the corporation, the city voted to issue $3 million in park 

bonds (Corporation Will be Formed to Finance Centennial, 1934). Cleverly scheduled during the 

end of the successful Chicago World’s Fair, the bond issue was passed easily.  Many local 

businessmen invested in the project, hoping that the increased tourism would be good for 

business, and would bring new investors into the city (Ragsdale, 1987, p. 296). 

 Under the constitutional amendment, the state legislature had agreed to help fund the 

celebration, but passage of the appropriation was controversial and took nearly seven months. 

Many legislators were concerned about spending money on a celebration while the state was still 

dealing with an economic depression; they felt that Texans outside of Dallas were against the 

centennial celebrations (Centennial Foe Fore Dallas Tax, 1934). There was also the debate about 

what taxes, if any, should be raised to offset the spending. Some proposed imposing a sales tax 

on Dallas while others proposed increasing the property tax, but both ideas faced strong 

opposition (Protests Realty Bearing Cost of Centennial Bonds, 1935). There were still others 

who suggested a hike in the gas tax. This also was opposed. Automobile owners felt they were 

already bearing a good deal of the state’s tax burden, between licensing and registration fees, and 

the gas tax, automobile owners accounted for 53% of the state’s income according to a Dallas 

Morning News article (Hike in Gas Tax for Centennial Declared Unfiar, 1934).  
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Eventually however, the appropriations measure was passed. Signed by Governor Allred 

in May of 1935, the bill gave $3 million in state funds for the centennial celebration (Allred 

Signs Bill Giving $3,000,000 for 1936 Centennial, 1935). Originally set to go into effect in 

August, the legislature passed a resolution in May to have the appropriation go into immediate 

effect (Flock of Bills Goes in Discard, 1935). In analyzing the comptrollers reports, it is unclear 

how much was actually spent on the celebration, or how that $3 million was accounted for. In 

1936 only $1.7 million was spent on parks and monuments. While this is far less than the $3 

million reported in the papers, it was still a massive increase (about $1.6 million) in spending in 

that category. It is also possible that the rest of the $3 million was accounted for in other sections 

of the comptroller’s accounts.  In addition to the state and local funds, the federal government 

contributed another $3 million, which could only be used for building purposes. (Texas 

Centennial, 2010) (Ragsdale, 1987). 

 The Texas Centennial Exposition in Dallas was open from June 6, 1936 to November 29, 

1936 and was attended by 6,345,385 people. Comprised of fifty buildings, the total cost of the 

exposition came to around $25,000,000. On a statewide level there were local celebrations in 

towns and counties throughout the state between 1935 and 1937 (Texas Centennial, 2010). The 

Texas Highway Department calculated that 45,000 out-of-state visitors came per month during 

the celebration, traveling an average of 540 miles within the state (Ragsdale, 1987, p. 300). In 

addition to the money spent in Dallas, $759,000 of state funding was given to cities from 

Houston to El Paso in order to build their own monuments and museums for the occasion 

(Centennial Fund of $759,000 Alloted, 1935). 

 After the five months of celebration the question was whether or not the centennial had 

been an economic success for the state. The answer was yes, and no. On a state level the 
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increased tax income from the tourists meant that state had at least broken even. Even without 

having raised the gas tax, due to the increased number of drivers, the 4 cent a gallon tax raised a 

record $41,194,142 in 1936, which was the largest single income from a tax. That was a $4 

million increase from the previous year, more than the $3 million that had been appropriated 

(Centennial Trade Hikes Tax Income; State Is Well Off, 1936). These numbers from The Dallas 

Morning News conflict with the gas tax income reported by the comptroller. According to the 

comptroller, only $36,242,687 was collected from the gas tax in 1936, which was only a $2.6 

million increase from the year before. What’s more, when compared with previous and following 

years, the increase was not exceptional, but just part of the general upward trend of gas tax 

revenue.  

  Figure 4: 

 

 

 

 

 

 

 

 

Source: Annual Report of the Comptroller of Public Accounts of the State of 
Texas, 1930-1940 

Other taxes increased that year as well. According to The Dallas Morning News, the 

Cigarette tax was up 25% from the previous year (Centennial Trade Hikes Tax Income; State Is 

Well Off, 1936). Employment was also up due to the centennial. The United States Government 

Re-Employment Service placed 268,820 people in jobs across the state in 1936, as compared to 
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just 98,121 the year before (Ragsdale, 1987, p. 301). Again, it is suspect to attribute the rise only 

to the centennial. Dallas County, which would be expected to have seen the bulk of the increase 

in employment, did not have particularly high employment levels the year of the celebration.  

Figure 5: 

Source: ????? 

While the increased tax income was a good sign, the state was by no means out of the 

depression. The general fund was still running a $9 million deficit, which was expected to 

continue to raise due to the issuance of relief bonds (Centennial Trade Hikes Tax Income; State 

Is Well Off, 1936). Based purely on income from ticket and concession sales, the Centennial 

Exposition lost money. The Texas Centennial Central Exposition Corporation ended up with a 

loss of $2,888,852 (Ragsdale, 1987, p. 294). Despite the fact that the exposition itself did not 

make money, Dallas civic leaders hailed it as a success that brought recognition, and they 

believed soon investment, to the city.  The increase in tourism was certainly good for local 

business owners; hotels reported a 35% increase in business and restaurants reported up to a 50% 
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increase. Bank deposits increased by $30,131,988 between March and June of that year 

(Ragsdale, 1987, pp. 300-301). 

 It is unclear if the centennial celebration of 1936 was the economic success proponents 

thought it could be, and how much of the economic improvement was due to other factors across 

the state. It did however bring national attention to the state of Texas, and some believe it was 

the start of a new, more prosperous, age for the state. The centennial was hailed as a success and 

provided a sense of optimism to Texas, the feeling that an end to the depression was in site.   

A National Perspective 

The next stage of this project is to take what was learned from the Texas state economy 

and apply it to data on the national level to try and understand what factors affected state 

revenues throughout the country, and by how much. This was done by running five different 

regression models. All of the monetary data in these models are adjusted for inflation, with 1967 

as the base. The first model, the base model, is a simple regression of per-capita tax revenue on 

per-capita income, and federal spending per-capita. The expectation is that both per-capita 

income, and per-capita federal spending would have a strong positive effect on per-capita tax 

revenue. In the 1930s many states were passing income taxes, so an increase in income would 

mean an increase in tax revenue. Even in states that did not pass an income tax, such as Texas, an 

increase in income would lead to an increase in tax revenue for several reasons. Many states had 

property taxes, more income would mean more property purchases, and so more tax income. 

Some states were also instituting sales taxes, and people purchasing more with their increased 

incomes would also contribute to a higher tax revenue. An increase in federal spending would 

also lead to an increase in tax revenues. Federal spending programs did things like give people 

work and help struggling industries, all of which would help increase tax revenues.  
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 The second regression is the base model with six additional independent variables. The 

first variable is per-capita automobile registrations. In Texas the gas tax usually accounted for 

around 30% of the states total tax revenue; therefore, as the number of cars in the state increased, 

so did the state’s total tax income. By including this variable in the regression, one would expect 

a similar positive relationship, but on a national scale. The second variable is the per-capita crop 

revenue. In Texas, as well as in much of the Midwest, the Dust Bowl killed the farming industry, 

and was part of the devastation of the economy. Including crop revenues in the regression will 

show how strongly farming was tied to states’ revenues, and a positive coefficient was expected. 

Along similar lines the third variable is per-capita value of farm animals. In Texas farm animals 

were counted as property when assessing the property tax; therefore, a positive coefficient for 

this variable was expected. It is important to note that because the revenue of crops and value of 

farm animals are both correlated with per-capita income, the coefficients on each of them will 

only represent their effects on state tax above and beyond the effect of per-capita income.  

 The next two variable have to do with how the population was changing during the 

1930s. The fourth variable is the percent of the population in each state that was illiterate. This 

would be expected to have a negative coefficient. As the illiteracy rate goes down, people have 

better, higher paying jobs and can contribute more to the economy. The fifth variable, the percent 

of the population that resided in urban areas, captures the urbanization of the decade. It was 

unclear what the coefficient on this variable would be. In states such as Texas that did not have 

an income tax, urbanization could have meant a decreases in tax revenues because people living 

in cities had less land, and thus lower property taxes. However, in states that had income taxes 

urbanization could have meant an increase in tax revenue as people went to the cities for better 
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jobs. It is also important to consider that the value of land per acre, and of houses, was often 

higher in cities, which also could indicate urbanization leading to an increase in state revenues.  

 The final variable included is meant to capture the effects of the dust bowl. The sixth 

variable is the number of days the temperature in the state reached over 100 degrees Fahrenheit. 

Here too a negative coefficient was expected. More days with very high temperatures would 

bring down the state tax revenue because the excessive heat would be a drag on the states’ 

economies.  

 The third regression model adds state fixed effects. This is a vector of dummy variables 

that control for factors that do not change across time, such as geographical conditions. The 

fourth model adds time fixed effects to control for shocks that were the same across all of the 

states in a given year, such as a change in national policy. Finally, the fifth model adds state 

specific time trends, to control for general trends in unmeasured factors in each states.   

Table 1:  

 

 

 

 

 

 

 

Variable Model 1 Model 2 Model 3 Model 4 Model 5

Real Per-Capita Income 
.0246* 
(.0110)

.0222 
(.0206)

.000805 
(.0485)

.0256 
(.0558)

-.0139 
(.0508)

Real Per-Capita Grants to States
.271*** 
(.0741)

.240** 
(.0880)

-.178        
(.106)

.184 
(.168)

-0.0579 
(.176)

Per-Capita Auto Registrations NO
40.78 

(161.0)
 1199.6** 

(394.9)
1213.5** 
(460.7)

1081.9 
(506.0)

Percent Illiterate NO
-3.376       
(1.714)

36.48**  
(12.81)

22.32 
(14.44)

6.103 
(8.719)

Percent Urban NO
-.619 
(.471)

12.89*** 
(3.767)

7.503 
(4.229)

.985 
(1.654)

Per-Capita Real Crop Revenues NO
-.152 
(.103)

.0260 
(.178)

-.174 
(.180)

-.0632 
(.156)

Number of Days with a  Max 
Temperature over 100 NO

.399 
(.497)

1.829** 
(.598)

1.851** 
(.592)

2.206 
(.453)

Per-Capita Real Animal Revenues NO
34.12* 
(17.06)

38.56 
(46.69)

181.4** 
(55.66)

107.8 
(43.09)

State Fixed Effects NO NO YES YES YES
Time Fixed Effects NO NO NO YES YES
State Specific Time Trends NO NO NO NO YES

Standard errors in parentheses * p<0.05 ** p<0.01 *** p<0.001 n = 141
Unexpected/Unexplained Result

Models for Predicting Real Per-Capita State Tax Revenue

Economically Significant Result
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 There are several interesting results from this regression. The first is the clear importance 

of car ownership on the states’ tax revenues. The results in Table 1 show that every time the per-

capita car ownership rate went up by 1 car, the state’s total income from taxes would increase by 

over $1,000. In other words, if everyone in the state bought a car, it would have increased the 

state’s tax revenue by over $1,000. In 1930 the average per-capita car ownership rate was .192, 

by 1940 it had grown to .2131, an 11% increase. Many states, including Texas, were able to 

recognize the growing importance of cars and tax them accordingly. Between gas taxes and 

licensing fees, cars were very profitable for the states. 

 The other fairly significant result is the effect of per-capita animal revenues on the states’ 

revenues. In Texas, and probably in other agricultural states, the value of farm animals was used 

in the assessment of property, or ad valorem, taxes. The result from the fourth regression model 

means that if every person in the state had the value of their farm animals increase by $1, it 

would increase the state’s tax revenues by $181. Over the period between 1930 and 1940 per-

capita value of farm animals actually fell by 23%. The significance of this variable is interesting, 

especially when compared to the results for the per-capita value of crops. Crop values had no 

statistically significant effect on state tax revenues. This is probably because many states, 

including Texas, did not include crop values as part of their property tax assessments. Despite 

the dust bowl disaster, per-capita crop values actually increased by 20% over the decade. 

 A few of the results had signs that did not make sense. The third, fourth, and fifth models 

the imply that as the percentage of the population that is illiterate went up, the states’ total 

revenues also went up, which is counterintuitive. The sign on the number of days with a 

temperature over 100 degrees Fahrenheit is also confusing. The results mean that more days with 

a temperature over 100 degrees would actually increase the states revenues, although one would 
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assume that intense heat would be bad for an economy. These results require further inquiry and 

suggest that perhaps adjustments need to be made to the model. 

 It is important to note that data for these variables were only available for thirteen states, 

so the results of these regression can only weakly be generalized. Despite this lack of data, the 

regression still provide valuable insight into what factors most affected a state’s tax revenue. It is 

apparent from these regressions that the two taxes that were the most important for Texas, the 

gas tax and the property tax, were also two of the most important taxes for the other states. This 

is clear from the fact that automobile registrations and the value of farms animals had the 

strongest effects on revenue.  

Conclusion 

By the early 1940s war production had begun and rains had ended the dust bowl, the 

Great Depression was over. Many of the Texas state politicians who made their names during the 

depression would go on to hold higher offices. “Pappy” O’ Daniel served eight years in the 

United States Senate, Coke Stevenson became a two term governor, and Lyndon B. Johnson 

became president. The battle over the East Texas Oil Field was representative of the debate over 

resource regulation going on across the country. The martial law declared was an extreme case, 

after which the power of the Texas Railroad Commission to regulate oil in the state was 

cemented permanently.  The Dust Bowl in the western half of the state led to conservation 

legislation and the creation of the Texas State Soil and Water Conservation Board, which is still 

active in the state today. The new programs created during the depression, especially the pension 

programs, left the state with an increasing deficit. The debate over closing that deficit with a 

sales tax or income tax led to grid lock in the state legislature. As a result, instead neither tax was 

passed, despite several attempts. The state was left relying on property and gas taxes until the 
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passage of a state sales tax in 1961. The centennial celebration of 1936 was not the major success 

that proponents hoped it would be. Although the central exhibition lost money, there was an 

increase in tax revenues and many historical sites were preserved that still serve as tourist 

destinations. Finally, it can be seen from the regressions that the factors that most influenced 

Texas’ tax revenues, cars and property values, also had the most significant effects on the tax 

revenues of at least thirteen other states. Texas’ response to the Great Depression had a lasting 

effect not only on the state, but on the whole country.
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