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Gasoline: Painful, and getting worse

Experts say record pump prices are pushing energy spending to early 1980s
levels, and that's helping pull the economy into recession.

By Sieve Harprerees, CHENoney cam s1afl wrier
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NEW YORK (CNNMoney com) -- S0 gasolne prces are at
an all-time high. But after adgjusting for inflation, rising
INCOMeS and better fuel eMciency, Now D20 are they
really?

The experts’ answer. Bad Nearly as bad as they've ever
been, and not likely to get better anytime soon.

Adjusted for inflabon. gasoline at $3.227 a galion,
according to AAA, Is still about 18 cents below its peak of
$£3 405, setin March 1981, according to the Energy
Information Administration. And Amercans are spendng
about 6% of their total disposable income on energy, down
from about 8% in 1982

But prices are higher than they have been at any time In
recent memory. In 2002, when many people may have
pought a vehicle they are still orwving today. Americans
spent just 4% of therr iIncome on energy. Gas prices
adgjusted into 2008 dollars, were at a near al-time low of
around $1.30 a gallon

" really hasn't reached a level it did in 1982, but it's
approactng . said Kay Smith. an economist at EIA “it's
pecoming a burden "

Moreover, Americans haven spent this much of their
INcome on energy since 1986 Except for a few months
inflation-adjusted retail gasoline prices didn't cross the 52
a gallon mark anytime in the 18 years between 1985 and
2004

Now there are some stucies that say it's not really that bad.

In 1980, the average American had 1o work 105 minutes to
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buy enough gas to drive the average car 100 mées, according to Beth Ann Bovino, a senior
economist at Standard and Poor's Now, the average Amencan needs 1o work only 53 minutes,

thanks 10 better fuel efficiency and higher wages

"Even though it cenainly doesnt feel s0 good at the pump. we're a bigger econamy and we make

more money,” said Bovino.

And some people, usually Europeans. ke 10 pont out that gasoine s still tar cheaper n the
United States than # is in Europe, where it can cost upwards of $£ a gallon.

Others argue that's it's not fair 10 compare the United States and Europe, as Europe's high prices
are largely due 1o taxes, which are then used to fund public benefits such as mass transit or

cheaper health care

Elther way, mos! economists agree that these current record gas prices are beginning to take

their tol

For each penny mcrease in the cost of gas, U S consumers pay an extra bilhon dolars a year,
sald Dean Baker. assistant director at the Center for Economic and Policy Research Soto goto
$3 22 a gallon from $1.74 a galion in March 2004 is costing an extra $148 billion doliars this year

alone

"There's definilely a hil." saa Baker. "I goesnl eéxplain the recession, but it certainly adds o "

Falling home prices and the loss of jobs are the main reasons behind the economic doanturn

ECONOMISS say

But f00d prices have also risen with gas prices, as the economy worsens and investors of all

stripes pour money mio commodities as a hedge against inflabion and the falling dollar.

Food prices rose nearly 5% in January, the highest one-month gain since December 1990, said

John Lonski, chiel economest al Moody's Anaitics.

"'s a drag on consumer spencing " said Lonski "Consumers right now are suffenng from a

couble whammy .“

For those hoping things will get better, there may be a while 1o wail EJA predicts gas prces will

réemain above $2.70 a gallon until at l2ast 2010 =
Firs: Publasad Narch 11 2008 1 33 PU EDT

Gasolne prce spike has only just begun

$100 ol hurts, just ike a recession
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