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Fill-up fears: Michigan drivers face $3 a gallon at
pump
TIM DEVANEY
The Detroit News

Michigan drivers got hit with a 20-cent increase at the gas pumps this past weekend, sending the average price
for regular unleaded fuel above $3 a gallon for the first time in two years.

At a time when fuel costs usually drop following the summer tourism season, statewide prices surged to $3.04
a gallon, AAA Michigan spokeswoman Nancy Cain reported Monday. "It's surprising that this is happening,"
Cain said. "It's very unusual."

Experts expect the price to stay above the $3 level at least for several weeks, but disagree about how long it
could last.

The spike is being fueled, according to AAA and two Michigan economists, by a weak American dollar that
causes the prices of commodities like food, metals and gas to increase because the American currency has
less power to buy items from abroad — especially since the United States imports more than 60 percent of its
oil supply.

There are also optimistic signs about the economy, which might mean an increase in demand for gas that
would drive up prices, said Scott Watkins, a senior consultant with Anderson Economic Group in East
Lansing.

The initial gas price spike is not sitting well with some Metro Detroiters who were filling up their gas tanks
Monday.

Jamario Vinson, 21, of Detroit rolled into a BP gas station in Royal Oak on Monday, but only purchased $10
worth of fuel.

When the price of fuel reaches $3 a gallon, "I don't drive as much," he said. "I don't go to as many places as I
would."

Other drivers are streamlining their travels to save money.

"I try to coordinate things to make it all in one trip," said Charles Kemp, a state trooper from Oak Park.
"People that have been around for a while and know that money is hard to come by think about it."

It's too late in the season for the spike in fuel costs to affect holiday travel plans, Cain says, but it might limit
consumer budgets.

That is the case with Theresamarie Mantese, 55, who commutes about 50 miles round-trip from her home in
Oxford to her job as an attorney in Royal Oak. Higher gas prices will mean less pumpkin pie and other sweets
when her family comes to visit for the holidays, she said.

"It cuts into the bottom line, especially during the holidays," Mantese said. "It's disheartening."

Higher gas price also affect self-employed business owners, who must decide whether to charge more when
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they travel to meet customers.

"You have to charge people more now," said Tony McGuckin, 24, who owns a home renovation business in
Auburn Hills and says he hates to raise prices.

"Before, I was just glad to get the work," McGuckin said. "But now I want an extra $20."

At least one gas station owner says he has been hit just as hard by the price hike as consumers and says the
price increase is not his fault.

Najeb Jalou, who owns a Shell station in Clio and a BP station in Flint, said he's paying $3 a gallon for gas, but
is selling it for $2.97 to keep up with competitors.

"It affects me more, because I am in the business," he said. "We are selling below the cost. We are losing
money."

Gas station owners often make money selling food, drinks and other items in addition to fuel.

The causes of the price run-up center around the economy.

In particular, investors are betting the Federal Reserve's plan to stimulate the U.S. economy by buying $600
billion in bonds will force the value of an already weak dollar to plunge further.

The Fed's money-printing effort also runs the risk of sparking inflation, so Middle Eastern and other oil-
producing countries are increasing dollar-priced oil as a hedge, said David Littmann, senior economist at the
Mackinac Center for Public Policy and a former adviser to ex-Federal Reserve Chairman Alan Greenspan.

Another factor is an improved optimism about the U.S. economy, which means investors expect demand for oil
and gas to pick up, said Watkins of the Anderson Economic Group.

He said the first sign of positive news is the GOP takeover of the U.S. House and gain of seats in the U.S.
Senate in last week's midterm elections. Those results have been "received pretty well by the business
community," he said.

The second sign is an improvement in the number of jobs created in September and October, Watkins added.

But there remains a debate about how long $3 gas could last.

"The run-up in gasoline prices is not a blip," Littmann said. In fact, unless Congress makes it easier to drill for
oil in America or the country falls back into a recession, the price may go as high as $4 a gallon, he said AAA
Michigan's Cain is more optimistic, arguing that the price is likely to decline in December after the
Thanksgiving driving has passed and is especially probable to fall in January, when demand traditionally falls
after the holiday season.
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