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CONSUVPTI ON AND NATI ONAL AVERAGE HOUSEHOLD EXPENDI TURE

Aneri can househol ds who own autonpbil es are expected to consune
100 billion gallons of gasoline this year, * which will cost them
over $200 billion at the punp.? That is an average of al nost

$2, 000 for households that drive cars, which represents an

i ncrease of over $600 since 2001-2002, and $800 since 1995-1999.

1/ The Energy Information Adm ni stration, Household Energy Use:
Latest Data & Trends, Septenber 2005, table A-2, which places
consunption in 2001 at 1143 gall ons per househol ds and total
househol ds with autonobiles at 98.9 mllion. The average
househol d expendi ture was about $1,520. A simlar estinmate can
be derived from household vehicle mles traveled [P. S. Hu and T.
R Reuscher, Summary of Travel Trends: 2001 National Household
Travel Survey (Federal H ghway Adm nistration) U S. Departnent of
Transportation, Decenber 2004), p. 9], and average fuel
efficiency for cars and trucks [Energy Information

Adm ni stration, Monthly Energy Review (U S. Departnent of Energy,
July 2005). The Bureau of Labor Statistics, Consuner Expenditure
Survey reports an average househol d expenditure of $1279, for al
househol ds, which translates to about $1390 for households wth
aut onobil es. Thus, the Consumer Expenditure Survey reports
expenditures that are about 10 percent lower. This mght reflect
differences in the rigor of reporting, as well as the fact that
over 15 percent of the vehicle mles travel ed by househol ds are
for work and work-related. To the extent these are conpensat ed,
they m ght not appear in the Consunmer Expenditure Survey. |If
househol d gasol i ne consunption is assunmed to represent the sane
share of total gasoline consunption in 2005 as in 2001, the
growh in total gasoline consunption from 2001 to m d-year 2005
is just over 6 percent (on an annualized basis). This would put
consuner use at alnost 120 billion gallons. For purposes of this
anal ysis, we use the lower figure derived fromthe Consuner
Expendi ture Survey.

2/ Based on an average price of $2.25 for 2005 and total
househol d consunption of 100 billion gallons. [|f the higher
figure for consunption were used, the total would be over $250
billion.



AVERAGE HOUSEHOLD EXPENDITURE ON GASOLINE
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Sources: Annual Expenditures and income, 1995-2003, from
Bureaus of Labor Statistics, Consumer Expenditure Survey,
1995-2003. Annual expenditures, 2004 and 2005, based on
gasoline price increases and estimates from Energy Information
Administration, Monthly Energy Review (July 2005) and Short
Term Outlook (August 2005). Income growth based on Bureau of
Economic Analysis, Personal Income, various issues.
Consumption is adjusted to households with automobiles
assuming 88 percent in 1995 increasing linearly to 92 percent
through 2001 and then held constant at 92 percent. (Energy
Information Administration, Household Vehicles Energy
Consumption: 1994 (Department of Energy, Julyu 1997, p. 1; P.
S. Hu and T. R. Reuscher, Summary of Travel Trends: 2001
National Household Travel Survey (Federal Highway
Administration) U.S. Department of Transportation, December
2004), p- 36).



EXPENDI TURE BY DI FFERENT | NCOVE GROUPS

The average American household that has an autonobile will spend
about 5 percent of annual incone (before taxes) on gasoline. But
the burden will be nuch heavier on | ower incone households. The
bottom one-fifth of households, wth inconme bel ow approxi mately
$15,000 will spend over 10 percent of their income on gasoline.!?
Al t hough upper inconme households (the top one-fifth of earners

wi th incomes above about $80, 000) spend a | arger anount, they
spend a nuch snmall er percentage of their income on gasoline —
about 2 percent.

1/ Bureau of Transportation Statistics, H ghlights of the 2001
Nat i onal Househol d Travel Survey (U.S. Departnent of
Transportation, N.D.), p. 7 and P. S. Hu and T. R Reuscher,
Summary of Travel Trends: 2001 National Household Travel Survey
(Federal Hi ghway Adm nistration) U.S. Departnent of
Transportation, Decenber 2004), p. 33) show that 80 percent of
househol ds with incomes bel ow $25, 000 have aut onobiles. Energy

I nformation Adm ni stration, Household Energy Use: Latest Data &
Trends, Septenber 2005, table A-2, gives a count of househol ds

wi th autonobiles for households with i ncomes bel ow $5, 000,

bet ween $5, 000 and $10, 000 and between $10, 000 and $15, 000.

These three groups constitute the bottomquintile of the incone
di stribution since the Bureaus of Labor Statistics, Consumner
Expendi ture Survey, 2003, shows there are 19,455 mllion
househol ds in the bottomquintile and 19, 698 househol ds in these
there incone categories. Also, the upper limt of inconme for the
bottomquintile is $14,762. Conparing these counts to the counts
for simlar income groups in the EIA data, we conclude that only
65 percent of households with inconme bel ow $15, 000 have

aut onobi l es. However, the | ower inconme households wth

aut onobi l es tend to have sonewhat higher incones within these
categories and to be concentrated nore in the higher of the three
categories. A weighted average of the inconme for households wth
aut onobil es is 30% above the nmean inconme for the bottomquintile.
The estimate of the percent of inconme is based on the assunption
of 65 percent autonobile ownership and i ncone 30% above the
average for the bottomquintile.
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Sources: Annual Expenditures and income, 1999-2003, from
Bureau of Labor Statistics, Consumer Expenditure Survey,
1999-2003. Annual expenditures, 2004 and 2005, based on
gasoline price increases and estimates from Energy
Information Administration, Monthly Energy Review (July
2005) and Short Term Outlook (August 2005). Income growth
based on Bureau of Economic Analysis, Personal Income,
various issues.



EXPENDI TURE | N RURAL v. URBAN AREAS

Rural househol ds are al so especially hard hit by rising gasoline
prices. In 2005 they will spend close to $2100 per year for
gasol i ne, conpared to urban household that spend around $1700.
Because household incone in rural area is about 25 percent | ower
t han urban areas, the inpact of this difference is magnified.
Househol ds in rural areas will spend close to five percent of
their inconme on gasoline, conpared to about 3 percent for
househol ds i n urban areas.

HOUSEHOLD EXPENDITURES IN URBAN AND RURAL AREAS
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Sources: Annual Expenditures and income, 1999-2003, from Bureaus of
Labor Statistics, Consumer Expenditure Survey, 1999-2003. Annual
expenditures, 2004 and 2005, based on gasoline price increases and
estimates from Energy Information Administration, Monthly Energy Review
(July 2005) and Short Term Outlook (August 2005). Income growth based on
Bureau of Economic Analysis, Personal Income, various issues. Adjusted
to reflect 94 percent of households in rural areas (not in an SMSA or
less than 250,000) with a vehicle and 91 percent in urban areas.
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| NCREASES | N GASCLI NE EXPENDI TURES

In order to project household expenditures for 2004 and 2005 from
t he Consunmer Expenditure Survey, we had to use gasoline price
increases to inflate 2003 expenditures. To test the validity of

t hat assunption we exam ned the correl ati on between gasoline
prices and househol d gasol i ne expenditures for the 1995-2003
period and found a near perfect correlation. Therefore, it is
reasonabl e to project expenditures on the basis of gasoline
prices.

HOUSEHOLD EXPENDITURES ON GASOLINE AND GASOLINE
PRICES: 1995-2003
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Sources: Annual Expenditures and income, 1999-2003, from
Bureaus of Labor Statistics, Consumer Expenditure Survey,
1999-2003. Gasoline price iIncreases and estimates from Energy
Information Administration, Monthly Energy Review (July 2005)
and Short Term Outlook (August 2005). The regression line is;

Expenditure = $211 + 6.9 * Gasoline Price
R> = .97, F= 210, p < .00001



Because we are al so projecting househol d expenditures across

i ncone categories, we exam ned the year-to-year expenditure
increases in the inconme categories we were utilizing. |If the
changes in the expenditure of one incone group deviated w dely
fromthat of the others, our projection of uniform changes woul d
be dubi ous. Such deviations mght occur if there are |arge
differences in the price elasticity between the groups or they
face different price changes (e.g. as result of being
concentrated in different geographic areas). C ose exam nation of
the data indicates that this is not a problem

YEAR-TO-YEAR CHANGES IN GASOLINE EXPENDITURES
BY INCOME GROUPS
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Source: Annual Expenditures and income, 1999-2003, from
Bureaus of Labor Statistics, Consumer Expenditure Survey,
1999-2003.

Based on these observations, we conclude that a uniform
projection of increases in household expenditures based on
gasoline prices for each incone group is reasonable.



CONSUMER CONCERNS ABOUT RISING GASOLINE PRICES

The large size and substantial increases In consumer
expenditures for gasoline were certain to capture the attention
of consumers. Not only has the expression of concern about
gasoline prices risen as prices have iIncreased, but the groups
most impacted express the greatest concern. Lower income
respondents to our national survey are much more likely to
express great concern that upper income households (84% to 62%).
Rural respondents are more likely see gasoline prices as a great
concern than urban households (82% to 71%).
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Source: National public opinion survey conducted for the
Consumer Federation of America, August 25, 2005, by Opinion
Research Corporation.



