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Introduction
Our nation’s founders stipulated the purpose of our government is to
provide for defense, promote our welfare, and secure the blessings
of liberty to ourselves and our prosperity. In our current economic
and military dilemma, decisive action for energy independence is
one of the most dramatic steps we could take to achieve those ends. 1
In the United States, as is the case elsewhere in the world, the lifeblood of motorized
transportation is petroleum. We depend on it. Clearly, it is essential to our economy and
way of life. And by all accounts, petroleum is likely to be very important to our wellbeing for some time. 2 While this is axiomatic, it must be taken seriously since any
negative change in the production of oil profoundly impacts the world in which we live. 3
South Carolina, just as the rest of the United States and most other nations, is presently
facing an oil crisis. This crisis appears to be both long-term and structurally problematic.
In the United States, the price of oil and gasoline increased for 16 consecutive weeks,
from March through July of 2008. 4 Additionally, economists generally agree that the
price of oil will remain at or about current levels, perhaps even higher, due to heightened
global demand and limited supplies, production disruptions, and various other
causations. 5 6
In the past year, for example, as of July 16, 2008, regular gasoline average prices in
South Carolina increased nearly 39%, from $2.81 per gallon to $3.91, the largest annual
increase in the state’s history. 7 This surge in gas prices has taken a huge chunk out of
disposable income 8 and adversely affected other segments of the state’s economy.
Meanwhile, South Carolina local and state governments plan, or have taken, actions to
deal with the oil crisis to the extent possible. Also, of note, South Carolina has made
substantial investments in the research and development of alternative fuel sources,
particularly in hydrogen and fuel cell development. 9 10
In this paper, the recent trends in increasing oil prices and related data will be examined
as well as the root causes for these increases. The effects on the U.S. and South Carolina
economies, due to oil inflationary prices, will also be addressed. Federal, state, and local
government actions will be reviewed to assess how they are mitigating the gas crisis.
South Carolina’s government actions will be given special attention. More importantly,
proposals or recommended best practices will be explored that may ameliorate the fuel
price situation faced by South Carolinians. (See especially, pp. 17-33).

Part I. Petroleum Trends and Related Data
Gasoline prices in South Carolina and elsewhere in the U.S. have increased sharply as the
price of crude oil has risen. On July 3, 2008, crude oil hit a high selling price of $145.10
a barrel on the New York Mercantile Exchange (NYMEX). 11 12 Again, after some fall in
4

the price, on July 11, 2008, oil rebounded to a record high of $147.27. In tandem, the
average price for regular gasoline in the U.S. soared to a record $4.09 per gallon, and in
South Carolina, it was $3.91. 13 In less than a year, the average price for regular gasoline
in the state increased by $1.10 per gallon. (See Chart 1.)
Chart 1.
12-Month Average Price Trend for Regular Unleaded Gasoline
U.S. and South Carolina

AAA’s Daily Fuel Gauge Report. Retrieved August 4, 2008 from
http://www.fuelgaugereport.com/SCavg.asp.

Even though the U.S. is the third largest oil producer in the world, 60% of our crude oil is
imported. Imports come principally from Canada (17.2%), Mexico (12.4%), Saudi Arabia
(10.7%), Venezuela (10.4%), and Nigeria (8.1%). 14 In the U.S., price fluctuation among
petroleum products—especially gasoline—is due to varied influences and dependence on
these foreign oil producers; though it should be noted that other factors play a role in
pricing, including supply and demand, speculative or “futures” buying, and other market
conditions. Government policy and taxation also affect the price of gasoline. 15
Trends in crude oil 16 prices are revealing. Crude averaged $31 per barrel in 2003; then in
2006 the average price doubled to $66. In late 2007, the average price was at about $90
per barrel. As of the week of August 4, 2008, crude oil spot and estimated contract prices
are $134.84, up a year ago from $77.03. 17 18 (See Chart 2.) (For most current pricing,
click here or go to Website “http://tonto.eia.doe.gov/oog/info/twip/twip_crude.html.”)
Chart 2.
Crude Oil Spot Prices (August 2006 – August 2008)

Retrieved June 30, 2008 from
http://tonto.eia.doe.gov/oog/info/twip/twip_crude.html.
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In the U.S., gasoline consumption in 2007 totaled approximately 142 billion gallons. This
calculates to about 390 million gallons per day. 19 Gasoline is distributed throughout the
country from oil refineries via pipelines and then by truck to retail outlets. 20 As of
December 2007, there were roughly 167,500 retail gasoline stations in the nation. 21
In South Carolina, 283 million gallons of gas were consumed in 2007 or about 774,000
gallons per day. 22 23 According to the Energy Information Agency, in 2007, there were
3,677 fueling stations throughout the state.
What do we pay for in a gallon of gas? 24 Recently, the components that make up the
price of gasoline have shifted due to the growing cost of crude oil. In 2007, for instance,
the average price for regular gasoline was $2.80 per gallon. Percentage-wise, this price
breaks down as follows: crude oil made up 58% of gas costs, federal and state taxes
(15%), refining costs and profit (17%), and distribution and marketing (10%).
Historically, from 2000 to 2007, the average retail price for gasoline was $1.91 with
crude averaging $39 per barrel and its price share averaging 48%. 25 (See Figure 1.)
Figure 1.
Components Making Up Costs of a Gallon of Gasoline
By Percentage

Retrieved June 30, 2008 from
http://www.eia.doe.gov/bookshelf/brochures/gasolinepricesprimer/index.html.

Overall, motor gasoline demand is down due to current pricing trends. According to data
released in June 2008 by the Federal Highway Administration (FHA), motorists in the
U.S. drove 30 billion miles less from November 2007 through April 2008. 26 For the
South Atlantic states, which includes South Carolina, this a 2.6% drop for the same
monthly period from a year ago. 27 Specifically with regard to South Carolina, the FHA
reported that in April 2008 there was a 3.6% decrease in miles driven compared to April
2007, from 4,296,000 down to 4,142,000 vehicular miles traveled.28
Finally, a few related stats might be useful in grasping South Carolina’s overall motor
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transportation situation as relates to petroleum. The U.S. Department of Transportation’s
Research and Innovative Technology Administration (RITA) collects key data from each
state such as number of vehicles, average commuting time, number of licensed drivers,
etc. The most recent data available online for states are from 2006. Below is Table 1
which provides an at-a-glance view of South Carolina’s position and status.
Table 1.
South Carolina and U.S. Selected Transportation Data
Relating to Oil and Gasoline Use
State
&
U.S.

SC
US

# of private
Licensed
Licensed
Drivers
Mean time Highway
VMT
&
drivers
drivers
per 1,000 commuting
vehicle
per
commercial
per
total
to work
miles
capita
vehicles
registered
driving
(minutes)
traveled
(auto &
vehicle
population
(millions)
truck)
(thousands)
3,283
2,987,593
0.91
892
23.6
49,434
11,618
236,808
200,665,267
0.85
867
25.1
2,989,807 10,087

Research and Innovative Technology Administration. (2006). State transportation statistics. Washington,
DC: U.S. Department of Transportation. Retrieved July 1, 2008 from
http://www.bts.gov/publications/state_transportation_statistics/state_transportation_statistics_2006/index.ht
ml.

Part II: The Causes of the Oil Crisis
The literature is comprehensive in its analysis of the causes of the oil crisis. 29 Petroleum
experts, economists, government and private researchers, academicians, market analysts,
editors, and politicians offer a plentitude of rationales for high gas prices. In 1999,
nationally, gas was $.90 a gallon on average. So, as of August 2008, why is the price now
close to $4.00 per gallon? 30
There are many reasons, but essentially, these can be condensed into six basic areas or
causations. They may be categorized as follows: Increased global demand; limited
supplies or production capacity; geo-political unrest; “unforeseen” interruptions in
production; the instability (devaluation) of the dollar against other currencies; and
heightened commodities and futures speculative buying.
Increased Global Demand
As of July 2008, China’s population was over 1.3 billion. In terms of motor vehicles, in
2007, there were 159,777,589 cars and motorcycles. The number of licensed drivers was
163,877,372 (over 107 million of which were car drivers). 31 According to China’s
Peoples Daily, the percentage of private motor vehicles in the country increased 18.8% in
2006, with new car sales growing by an unprecedented 25%. 32 33 This trend is expected
to continue. Further, Bloomberg estimates that demand (utilization or consumption) for
oil in China will rise to nearly 5% in 2008 over last year’s petroleum consumption total. 34
7

Higher gasoline prices are due in large part to growing demand among the emerging
economies of China, India, and parts of the Middle East (mainly former Soviet states
such as Georgia, 35 Turkmenistan, Azerbaijan, and Uzbekistan). As of 2008, overall
production of world oil supplies has grown modestly at 1.8%, while global demand has
grown 3.7%. 36 Obviously, the imbalance between supply and demand has caused hikes in
the price of petroleum and gasoline.
Limited Supplies and Production Capacity
Though some controversy exists over the amount of oil that can be currently extracted
from underground, most experts and oil producing countries assert that existing
petroleum wells are peaked. Saudi Arabia recently stated it would increase production by
300,000 barrels a day but could do no more. Mexico, Venezuela, Norway, Britain, and
Russia have produced less crude oil lately due to varying factors, yet mainly due to
technological and industry-related problems. 37 For example, since 2001, Norway’s
production has dropped 25% and the United Kingdom by 43%. 38 Mexico’s exports have
fallen mainly because its largest oil field—Cantarell 39 —has peaked and is now producing
18% less oil than in it did in 2007.
Additionally, though significant oil exploration has occurred, few new oil drilling
facilities are being developed, mainly because of costs. By way of example, a standard
offshore drilling 40 platform costs at least $150 million to build and there is only a limited
number of floating drill rigs available. 41 42 Development of new land oil well production
facilities can be significantly more expensive and would take, according to most experts,
at least 10 years to fully develop. 43 44
Geo-political Unrest
War, civil strife, national hostilities, political extremism, and other similar unstable geopolitical factors cause turmoil and uncertainty and, as a result, higher prices in oil. The
tensions in the Middle East are one clear example. Terrorist threats and activities in Iraq,
Iran, and Saudi Arabia are cause for concern and affect oil pricing. For instance, reports
that Israel may bomb nuclear plants in Iran sent oils prices up on the NYMEX to $145 a
barrel on July 3, 2008. 45 46
In Nigeria, several rebel attacks have caused shutdowns and reductions of oil
production. 47 Other examples, where oil prices have likewise been affected by geopolitical unrest and incidents include Algeria (a suicide bombing), Pakistan (assassination
of Benazir Bhutto 48 ), and attacks on Kurdish rebels by Turkish forces in northern Iraq. 49
Finally, Venezuela—a member of OPEC 50 —is a major crude oil producer and exporter.
In 2007, on average, this South American country exported to the U.S. 1.23 million
barrels of petroleum a day, comprising roughly 12% of all U.S. oil imports. This makes
Venezuela the 4th largest crude oil provider to the U.S. following Canada, Saudi Arabia,
and Mexico. 51 However, Venezuelan President Hugo Chavez 52 is notoriously anti8

American in his views and has threatened repeatedly to cut his country’s flow of oil to the
U.S., including government intervention to nationalize private oil companies. All of these
and other provocative actions by Chavez have caused concern and jumps in oil pricing.
Unforeseen Interruptions in Oil Production
Oil prices will rise—to a lesser or greater degree—depending on virtually any disruption
in the production of oil and, of course, the magnitude of the interruption. Typical
unforeseen causes are related to weather (Katrina 53 ) and accidents (frequent disruptions
at oil refineries such as fires 54 ). But other occurrences such as a labor strike at Scotland’s
Grangemouth refinery and petrochemical plant in April 2008 can have huge effects on
the availability of oil and gasoline which in turn drive up prices. 55
In 2005, Hurricane Katrina hit the Gulf of Mexico and parts of Louisiana and Mississippi
causing significant damage to oil platforms and major U.S. refineries. Major devastation
occurred in New Orleans and southern parts of Mississippi affecting directly millions of
people. Thirty oil platforms were completely destroyed and nine large refineries were
shut down. Oil and gas production was cut initially by roughly 25% and it took six
months to resume production at or near pre–Katrina levels. Overall, the hurricane cost the
U.S. economy approximately $83 billion in nominal (2005) dollars. Gasoline spiked on
average in most of the U.S. to over $3 a gallon and price gouging of $5 to $6 was
common in some areas.
Weakness of the Dollar
The value of the dollar has declined as a result of the overall downturn in the U.S.
economy over the past year. With a flagging housing market, 56 high food prices, 57
climbing unemployment, tight credit, decreasing retail sales, and other contributing
factors, the U.S. economy is, according to many experts, in a period of recession. 58 59
Climbing gasoline prices are part of this recessionary mix.
There has been a great deal of emphasis and discussion about the devaluation of the
dollar against foreign currencies. To put things in perspective, the U.S. dollar has
declined 80% against the euro 60 from 2001 through the first quarter of 2008. 61 This has
also been the case with other foreign currencies, including the Canadian dollar (-33%). 62
Interest rates, inflation, debt, and trade and budget deficits are cited as the main culprits.
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Chart 3.
The Growth of the Value of the Euro against the U.S. Dollar
2007

Retrieved July 7, 2008 from http://news.bbc.co.uk/1/hi/business/7175449.stm.

Commodities and Futures Speculative Buying
With the weak value of the dollar, investors have been and continue to look for better
money-making opportunities and ventures. The overwhelming investment choice has
recently been the buying of commodities: wheat, soybeans, silver, gold—and most
particularly, oil. Oil futures on the New York Mercantile Exchange surged over the first
six months of 2008 as investors looked for better returns on investments. 63 Many
observers, especially politicians and members of OPEC, blame speculative buying of
future oil contracts as the prime reason petroleum prices have produced unprecedented
high costs at the pump. It is claimed that brokers and traders are artificially pushing the
price of gasoline up and are “gorging on fees and trading profits.” 64
In reality, since 2003, the number of oil contracts traded on the NYMEX – which have
affected pricing – has increased two-fold. 65 (See Chart 4.) However, the greatest spike in
oil futures has been of late, namely from January 2008 through June 2008. (See Table 2.)
Chart 4.
Crude Oil Prices Traded on the NYMEX
Historical Trends: 1996 - 2008

Retrieved July 7, 2008 from http://en.wikipedia.org/wiki/Oil_price_increases_of_2004-2006.
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Table 2.
Crude Oil Prices Traded on the NYMEX
January 2008 – June 2008
Jan-08
Crude Oil (Light-Sweet,
Cushing, Oklahoma)
Contract Price

91.82

Feb-08

94.66

Mar-08

102.82

Apr-08

May-08

110.41

124.84

Jun-08

134.89

Retrieved July 7, 2008 from http://tonto.eia.doe.gov/dnav/pet/pet_pri_fut_s1_m.htm.

Part III. The Effects of Petroleum Hikes on the Economy 66
The econometric literature appears to confirm that there is a correlation between oil price
surges and economic activity. 67 The theory, in a much generalized way, is basically as
follows:
With “oil shocks,” on the demand side, consumer confidence is adversely affected and
this results in customer behavioral changes. Mainly, this manifests itself in caution and
discretion in purchases. Thus, on the whole, spending is cut back, by a degree in
proportion to the oil shock, with a larger share of discretionary dollars going for gasoline
and motor transportation needs. Also, consumers are more likely to drive less, carpool,
and use mass transit if available. Consumers in the market for new cars and trucks also
generally look for more gas efficient vehicles.
On the supply side, this in turn creates a greater potential or likelihood that industrial
production will be curtailed; hence, unemployment increases and productivity falls. This
affects “luxury” goods and services, things not needed but desired. This can include
anything from designer clothes to SUVs. This does not, however, prevent additional costs
going to the transportation of goods and services that are considered necessities such as
food and medical care. Consequently, the Gross Domestic Product then declines, unless,
of course, exports make up the difference.
In a report published by the Congressional Research Service (2004), this theory is largely
supported by quantitative estimates.
There is a fair degree of consensus surrounding the range of
estimates: for comparable studies, the cumulative effect of a 10%
increase in oil prices during a one-quarter (3-month) period would
be to reduce economic growth by 0.7-1.4 percentage points over the
next year. The magnitude of these estimates suggests that normal
fluctuations in the price of oil would cause only minor fluctuations
in economic growth. However, the estimates suggest that major oil
shocks, in which oil prices rise for several consecutive quarters,
often by more than 10% per quarter, would lead to recessions, all
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else equal. Some of the findings are not statistically robust. A few
studies dissent from these findings. 68
Consumer Confidence
A Gallup Poll conducted in late June 2008 indicates that higher gas prices are impacting
Americans with regard to their driving habits, travel, and various other ways. For
example, 15% said that “they cannot afford the cost of driving and/or commuting.”
Further, 11% answered that “they are limiting and/or cutting back on travel or vacations”
while 10% stated that they are simply “driving less.” 69 Seven percent are paying more for
food and 5% are cutting back on “other purchases.” (See Table 3.)
The Charter Financial Analyst Institute 70 also conducted a survey of the oil shock effect
on Americans. It found that 60% of the respondents believed higher gasoline prices were
causing them “much or some hardship” (27% indicated much hardship). Also, 45% stated
that they were driving less than a year ago. Those individuals making under $35,000 a
year, or 58% of the respondents, answered that they were driving even less. 71
Table 3.
Gallup Poll Results by Percent

Retrieved July 10, 2008 from http://www.gallup.com/poll/108016/Gas-Prices-Having-Ripple-Effect-AmericansLives.aspx.

Finally, the Conference Board 72 reported in June 2008 that its Consumer Confidence
Index dropped to 50.4 (1985=100), a five-year low. 73 74 The Board is expecting that the
index will continue to fall in the near future as a result of volatile oil prices, the housing
12

market slump, increased unemployment, and an overall sluggish economy. Of note, the
Board found that consumers who expect their incomes to increase dropped to 12.3% from
14.1% in a period of one month (May to June 2008).
Food Price Increases
The Economist reported that its commodity-price index for food increased 66.2% from
July 2007 to July 2008. 75 This represents a record increase and is due in major part to
higher transportation costs and increased global demand.
Similarly, the U.S. Department of Agriculture (USDA) forecasts that in 2008 the
Consumer Price Index 76 (CPI) for all food is projected to increase a full percentage point,
from 4.5% (2007) to 5.5% (2008). The CPI increased 4% during 2006-2007, which was
the biggest jump since 1990. 77 The USDA attributes these high increases, much like The
Economist, to rising energy costs and escalating worldwide demand, including a weaker
dollar. Of interest, however, disposable income for 2000-2007 food expenditures by
families and individuals has remained relatively stable. (See Table 4.)
Table 4.
Food Expenditures by Families and Individuals as a Share of Disposable Personal Income
Food expenditures by families and individuals as a share of disposable personal income
Expenditures for food
Year

Disposable personal
income

1

Away from home2

At home

Total3

Billion dollars

Billion dollars

Percent

Billion dollars

Percent

Billion dollars

Percent

2000

7,194.0

420.1

5.8

291.3

4.0

711.4

9.9

2001

7,486.8

442.5

5.9

301.3

4.0

743.8

9.9

2002

7,830.1

455.0

5.8

314.0

4.0

769.0

9.8

2003

8,162.5

473.1

5.8

329.8

4.0

802.9

9.8

2004

8,680.9

491.1

5.7

348.5

4.0

839.6

9.7

2005

9,092.0

518.8

5.7

368.8

4.1

887.6

9.8

2006

9,629.1

550.0

5.7

396.3

4.1

946.3

9.8

2007

10,177.0

581.4

5.7

415.8

4.1

997.3

9.8

1

Food purchases from grocery stores and other retail outlets, including purchases with food stamps and WIC vouchers and food produced and consumed on farms (valued at farm prices)
because the value of these foods is included in personal income. Excludes government-donated foods.
2
Purchases of meals and snacks by families and individuals, and food furnished to employees since it is included in personal income. Excludes food paid for by government and business,
such as donated foods to schools, meals in prisons and other institutions, and expense-account meals.
3
Total may not add due to rounding.

Retrieved July 10, 2008 from http://www.ers.usda.gov/briefing/CPIFoodAndExpenditures/Data/table7.htm.

Retail Sector
In January 2008, the National Retail Federation 78 forecast the rise in U.S. retail sales to
be at its lowest in six years due to the slow economy caused by the housing slump,
growing unemployment, and skyrocketing energy prices. The Federation projects that
retail industry sales (not including automobiles, gas stations and restaurants) will increase
in 2008 only by 3.5% over last year. 79 Durable goods retail expenditures are expected to
be the most negatively affected, the exception being electronics. 80 81
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Retail car sales are down significantly due to high gas costs. So-called “gas guzzlers” are
the main factor. In June, Ford, Lincoln and Mercury sales were down 28%. Retail sales
for SUVs fell 40% and trucks and vans were down 31%. 82 However, Ford Focus, a
smaller gas efficient model, was up 9%. 83 Slumping sales caused GM to offer huge
discounts and no interest loans for six years on its larger vehicles. 84 GM posted a $15.5
billion net loss for the second quarter of 2008, the third worst in its history. 85
Unexpectedly, Toyota sales dropped as well. Toyota reported that for the month of June
2008 sales were down by 21.4% (cars 9.4% and trucks 38.9%).
Real Estate
When complemented by high gasoline prices, a major slump in housing sales and
construction detrimentally affects the overall economic situation.
In 2008, it is estimated that home prices will fall by an average 5%, and in the long-term,
20% in the most desirable U.S. locations. Additionally, “borrowing costs” on mortgages
will grow. “This is reflected in the LIBOR, 86 87 the top benchmark for adjustable rate
mortgages, which is currently 150 points over the federal funds rate.” 88 Also, the number
of new and existing home sales is expected to drop about 10% in 2008. 89
Further, according to data compiled by the National Association of Home Builders, in
South Carolina, single family building permits dropped 22% from November 2006 to
November 2007. In the Myrtle Beach area, the drop was 41%. Many economists believe
these figures will not abate significantly in 2008 for South Carolina. The impact of
declining home construction and sales will also adversely affect complementary sales in
durable goods such as appliances and furniture. 90
Unemployment
With the energy crisis contributing to layoffs, unemployment is on the rise. 91
In May 2008, the U.S. unemployment rate swelled from 5.0% to 5.5%, marking the
greatest one-month upsurge since February 1986. In July, the nation’s unemployment rate
rose to 5.7%. 92 This equates to 8.6 million unemployed persons, up from a year ago when
the number of unemployed was 7 million. Employment continued to fall in construction,
manufacturing, and employment services, while health care added jobs. 93
Unemployment in South Carolina was 6.5% in May 2008 (or 140,789 unemployed
persons). One month previously, the rate was 5.9%. This equals a 1.1 percentage point
monthly increase, the largest monthly increase in two decades. It also represents the
highest rate of unemployment in South Carolina since January 2006. 94 95 (See Chart 5.)
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Chart 5.
South Carolina
January 2007 – May 2008

Retrieved July 14, 2008 from http://data.bls.gov/PDQ/servlet/SurveyOutputServlet.

Manufacturing Sector
Manufacturing employment in the U.S. fell over the past year by 353,000 jobs. Some
experts state that the oil crisis has contributed to this situation, but only in certain areas.
These include, for example, declines in fabricated metal products, printing and related
support activities, and wood products. 96
South Carolina lost 3,500 manufacturing jobs from January 2008 through May 2008. The
12-month drop for 2007 in manufacturing jobs was 2,200. 97 These small decreases in
jobs are not statistically significant compared to U.S. average figures. Experts state that
South Carolina’s strong export-oriented base supports the relative stabilization of
manufacturing jobs in the state. 98 (See Chart 6.)
Chart 6.
South Carolina Manufacturing Jobs
January 2007 – May 2008

Retrieved July 15, 2008 from http://data.bls.gov/PDQ/servlet/SurveyOutputServlet.

Gross State Product
The Gross State Product (GSP) is a measurement of the total value of goods and services
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produced in a state (i.e., a state's total economic output). It is the sum of value added from
all industries in the state. The GSP is the state counterpart to the nation's Gross Domestic
Product (GDP). 99 Economists, generally speaking, consider this indicator to give a sense
of the total economic activity of the state. 100
Keith Sill, a senior economist with the Philadelphia Federal Reserve Bank, explains the
importance of oil prices in relation to the economy in an article entitled “The
Macroeconomics of Oil Shocks.” 101
Oil prices matter for the economy in several ways. Changes in oil
prices directly affect transportation costs, heating bills, and the
prices of goods made with petroleum products. Oil price spikes
induce greater uncertainty about the future, which may lead to firms
and households delaying purchases and investments. Changes in oil
prices also lead to reallocations of labor and capital between energy
intensive sectors of the economy and those that are not energyintensive. For these reasons and others, oil price increases may lead
to significant slowdowns in economic growth. 102
Though the exact role of surges in oil prices in the U.S. economic slowdown is
problematical, most economists 103 agree that the average GDP growth is plainly linked to
the overall economy. 104 Hence, oil price shocks affect consumer confidence, the stock
market, employment, industrial output, etc. According to a report by the Energy
Information Agency:
Looking from the 1970s forward, there are observable and dramatic
changes in GDP growth as the world oil price has undergone
dramatic change. The price shocks of 1973-74, the late 1970s/early
1980s, and early 1990s were all followed by recessions, which have
then been followed by a rebound in economic growth. The pressure
of energy prices on aggregate prices in the economy created
adjustment problems for the economy as a whole. 105
To provide a more comparative sense of the variance of the gross state product over time,
Chart 7 presents the annual percent of change in GSP for South Carolina, the United
States, and the Southeast.
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Chart 7.
Percent of Change in Gross State Product
South Carolina, United States, and Southeast

Percent

Gross State Product
(Percent Change)
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SC

4.3
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4.8

3.1

5.1

5.5

4.5
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3.2

3.4

5.2

6.6

6.4

6.3

4.7

SE

3.7

4.2

4.8

6.5

6.2

6.1

4.4

Data reflects values for South Carolina (SC), the United States (US), and the Southeast (SE). The Southeast
region consists of Alabama, Florida, Georgia, Kentucky, Mississippi, North Carolina, South Carolina, and
Tennessee. Retrieved July 15, 2008 from http://www.ipspr.sc.edu/scip/econ/business-industry.asp.

Part IV. Current Actions Taken by Governments in South Carolina in Reaction to Rising
Oil Prices
Municipal and County Governments
Local governments in South Carolina are plagued by high fuel prices. As a consequence,
many cities, towns, counties, and special purpose districts are taking actions to contend
with mounting transportation costs. 106
To gain insight into this situation at the local level, a survey was administered by this
author to all 46 counties in South Carolina, as well as 50 cities or towns of varying size—
geographically spread uniformly across the state. Additionally, four of the largest special
purpose districts were surveyed. The survey, conducted in July/August 2008, was
administered by e-mail and respondents replied electronically to a one-page questionnaire
consisting of two key questions. The first question asked, “In terms of governmental
operations and activities, has your municipality/county/organization been affected by
high petroleum prices?” The second question asked those responding affirmatively to
indicate what actions or effects were applicable among 16 individual check-off
selections. (See Appendix 1.) Respondents were also given the opportunity to describe
other types of selected actions taken or effects incurred due to high petroleum prices.
(See Appendix 2.)
Plainly, the aims of the questionnaire were to get a sense or understanding of the scope of
oil inflationary costs to local governments in South Carolina and to see what effects these
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governments were experiencing and, more importantly, what steps they were taking to
mitigate increasing costs.
A total of 55 jurisdictions responded to the survey (17 counties, 36 cities or towns, and
one special purpose district, and one sheriff’s department.) Since 100 surveys were emailed, this represents obviously a 55% response rate.
As to the first question, all respondents indicated that petroleum prices were affecting
their governments. Though this was a supposition of the author when constructing the
survey instrument, it was confirmed by the respondents.
In response to the second question, local governments indicated that they were taking
many varied actions or being affected in similar ways. Of significance, nearly all
respondents (95%) indicated that they have increased their motor fuel and/or vehicle
maintenance budgets to offset higher gas prices. About a fifth (18%) of respondents
indicated that they have increased “user” or other fees to help pay for rising fuel costs.
(See Table 5.)
As research shows, the vast majority of literature pertaining to public finance indicates
that local governments typically meet administrative and service demands with
adjustments to budgets to reflect the true market costs of any commodity pricing. Still
local governments, desiring to contend with steep increases in commodity pricing (such
as spikes in fuel or gasoline prices), do normally minimize budget increases by
implementing cost-efficiencies and other cost-saving measures as well. These combined
actions of budget enhancements and cost-saving measures do not, however, guarantee
that there may not still be budget or revenue shortfalls during the fiscal year (especially
given the volatility of fuel prices). As such, as the survey responses show that 55% of
local governments expect a budget shortfall due to rising fuel prices.
As to specific and direct actions taken by local governments in South Carolina to address
high fuel prices, 58% have implemented “no-idling” rules for government vehicles. As
discussed later in this paper, this is a practice that several governments throughout the
nation are implementing. In some cases, state legislation regarding no-idling is being
considered.
A little over half of the respondents (51%) also answered that they were encouraging or
requiring the purchase of gasoline at the cheapest price, while 22% encouraged or
required the purchase of lower octane fuels. Of importance as well, a significant
percentage of local governments in the state have purchased more fuel efficient or fuel
alternative vehicles (44%).
Additionally, many respondents indicated that they have re-routed some services or
activities to reduce the mileage traveled by government-owned vehicles (42%), while
some have limited the practice of “take home” vehicles (40%).
Finally, with regard to the effects on services, some local governments have taken one or
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two actions: 1) they have restructured or redesigned one or more public services (29%);
and/or, 2) they have cutback or reduced services (22%). 107 (See Table 5.)
Table 5.
Actions or Effects Applicable to Local Governments Due to High Oil Prices
Actions Taken to Address High Fuel Prices
Number Percent
Increased motor fuel and/or vehicle maintenance budgets
Implemented government vehicle "no idling" rules
Expect a budget shortfall due to rising fuel prices
Encouraged or required purchase of gasoline at "cheapest price"
Purchased more fuel efficient or more fuel-alternative vehicles
Rearranged service routes to reduce mileage
Limited "take home" government-owned vehicles
Restructured or redesigned one or public services
Cutback or reduced one or more public services
Restricted public employee travel
Encouraged or required purchase of lower octane fuels
Increased "user" or other fees
Implemented flexible employee work week programs
Encouraged or implemented employee carpooling programs
Implemented "Park and Ride" programs
Eliminated one or more public services

52
32
30
28
24
23
22
16
12
13
12
10
8
7
4
1

95%
58%
55%
51%
44%
42%
40%
29%
22%
24%
22%
18%
15%
13%
7%
2%

State Government
South Carolina state government agencies are also struggling with higher fuel prices. 108
One prime example is the S.C. Department of Education. The Education Department runs
and maintains the state’s school bus system, a 5,700 vehicle fleet. Latest figures released
by the department forecasts a $23.3 million dollar deficit next school year if gas remains
at or near $4.00 levels. The deficit will be higher if gas prices continue to rise, especially
diesel fuel costs. This is in spite of, or notwithstanding, the General Assembly’s
additional appropriation of $19.2 million to the department for fuel during the final days
before sine die (final) adjournment in June 2008. 109
As of July 1, 2008, the state’s Education Department expects that school bus operations
(including, maintenance, parts, labor, and fuel) next year will total $77.6 million. Due to
increased fuel prices; however, most funding will go to pay for gasoline ($51.8
million). 110
Of interest, South Carolina is one of eight states testing 11 hybrid school buses. These
hybrids are expected to get twice the miles per gallon (mpg) of gas of traditional school
buses, and emissions are estimated to be reduced by 90%. 111
The University of South Carolina is another state institution addressing the escalating
costs in fuel prices. For the long-term, the university is testing campus buses that run on
hydrogen fuel. The university is working in cooperation with several entities in the
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research and development of hydrogen fuel cells. The campus bus demonstration project
is one of many efforts to promote hydrogen as an alternative fuel source. 112 In the shortterm, 113 the university has implemented a pilot program to reduce the driving or
commuting expenses to work of its employees. USC is offering its employees a “flexible
work” schedule. This includes working a four-day week that is equivalent to full-time
hours, or working from home or alternate work sites depending on job requirements.
Other state agencies (e.g., the S.C. Department of Transportation and S.C. Department of
Mental Health) are also piloting four-day work weeks. 114
The South Carolina General Assembly is also taking steps to deal with the petroleum
crisis. Of importance, the legislature passed a budget proviso during the 2006 session
which established the Strategic and Tactical Research on Energy Independence
Commission. 115 The seven-member commission was tasked to examine the state’s
dependence on petroleum and, additionally, to propose ideas or legislation to provide
incentives for alternative fuels. In its report of January 2007, it recommended dozens of
changes to existing legislation and recommended new laws. Many of these legislative
proposals dealt with the promotion of monetary incentives for the purchase of fuel
efficient hybrid vehicles, the use of ethanol and biodiesel fuels, and the research and
development of hydrogen as an alternate fuel source. 116
During the past session of the General Assembly, several bills were introduced pertaining
to energy, many of which where related to fuel efficiency for vehicles or related subjects
dealing with transportation. Approximately eight bills passed, and nine additional bills
were introduced, some of which made significant progress through the legislative
process. 117 (See Table 6.)
Table 6.
Selected Bills Enacted Related to Motor Transportation or Fuels
South Carolina General Assembly
2007-2008 Session
-- H. 3828: Creates a study committee to examine the feasibility of natural gas exploration.
-- S. 243: Established the Energy Freedom Act which created renewable energy tax incentives and the
South Carolina hydrogen infrastructure development fund.
-- H.3161: Advises the SC Dept. of Education to use biodiesel fuel in the bus fleet.
-- S. 368: Requires that the state must give preference to hybrid, plug-in, biodiesel, hydrogen, fuel cell, or
flex-fuel vehicles when performance, quality, and life cycle costs are comparable to other available
vehicles.
-- H. 3006: Improves safety conditions for road bicyclists and creates misdemeanor violations for
harassment of bicyclists and fines for injury or death of bicyclists.
-- S. 1143: (Similar to H.4761) Energy efficient products would be exempt from the state sales tax during
the months of October 2008 and April 2009 and continues to allow S.C. gasoline retailers to blend fuel with
ethanol.
-- H. 3853: Among other things creates idling restrictions for commercial vehicles preventing the vehicle to
idle more than 10 minutes within a 60 minute period.
-- H. 3279: Will create a study committee to examine mass transit and other transportation programs within
the state to report on level of usage, funding, and efficiencies and provide recommendations about how to
promote existing transportation services.
Retrieved July 22, 2008 from http://www.energy.sc.gov/publications/Legtrk_2007_2008_07_15_08.doc.
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Some key state legislation is summarized as follows:
South Carolina Hydrogen Infrastructure Development Act (S. 243) - This
legislation passed on June 19, 2008. It establishes the South Carolina
Hydrogen Infrastructure Development Fund from which monies are distributed
in the form of grants for the purpose of promoting the research, development,
and deployment of hydrogen production, storage, distribution, and fuel cell
technologies in the state. The fund may be funded by a state appropriation
and/or receive other monies as provided by law. The General Assembly must
not appropriate more than a total of $15 million dollars in grants. Grants may
not be made after June 30, 2012. Revenues remaining in the fund after that
date, regardless of source, lapse to the General Fund. The legislation provides
for a state sales tax exemption for equipment or machinery operated by or used
to distribute hydrogen fuel cells and for equipment and machinery used
predominately for hydrogen fuel cell research and development. A state sales
tax exemption is also provided for any building materials used to construct a
new or renovated building or any machinery or equipment located in a research
district so long as the amount of the sales tax that would be assessed without
the exemption is invested in hydrogen or fuel cell machinery or equipment
located in the same research district within 24 months. The legislation also
requires state agencies to consider purchasing equipment and machinery
operated by hydrogen fuel cells. 118 119
Fleet Management Program (S. 368) - This legislation, enacted on April 17,
2008, requires that preference for purchasing state motor vehicles must be
given to hybrid, plug-in hybrid, bio-diesel, hydrogen, fuel cell, or flex-fuel
vehicles under certain conditions. It also places restrictions on motor vehicle
pollutants. 120
Further, according to South Carolina’s Energy Office, “individuals and businesses can
receive federal and state income tax credits for buying hybrid and alternative fueled
vehicles. 121 There is also a state income tax credit for plug‐in hybrid vehicles.
Beginning tax year 2007, there is a state income tax credit of up to 20% of the amount
of the federal income tax credit which applies to federally‐eligible alternative fueled and
hybrid vehicles. Beginning in tax year 2008, there is also a state income tax credit for
plug‐in hybrid vehicles of up to $2,000.” 122

Part V. Actions Taken by the U.S., States, and Other Local Governments in Response to
Rising Oil Prices
The previous discussion illustrates South Carolina’s acknowledgement of the oil crisis
and the steps local and state governments are already taking to combat the rising costs of
petroleum. The U.S. and other state and local governments are also initiating policies and
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taking both short- and long-term actions in response to increasing oil prices. The
following narrative reviews key policy options, oil-related legislation, best practices and
other actions taken at the national, state and local levels. Beyond the informational
insights presented here, these initiatives are meant to serve as suggestions or proposals of
what South Carolina can do, or do more aggressively, to meet the challenges of
inflationary oil prices. In Part VI of this paper, recommendations are presented explicitly.
National Initiatives
Fuel economy standards are mandated by the federal government under the Corporate
Average Fuel Economy Act 123 (CAFE). In essence, CAFE requires car manufacturers to
meet specified fuel economy requirements. Due to the current oil crisis, CAFE was
recently amended to require automakers to meet an average standard of 35 miles per
gallon by 2020.
The Energy Policy Act of 2005 124 also provides federal tax credits for fuel efficient
vehicles. “Tax credits are available to those who purchase hybrid gasoline-electric, diesel,
battery-electric, alternative fuel, and fuel cell vehicles. The tax credit amount is based on
a formula determined by vehicle weight, technology, and fuel economy compared to base
year models.” 125
CAFE and the Energy Policy Act, as amended, are both early forbearers for fuel
conservation and efficiency. As of July 2008, it should be noted that there were more
than 800 bills mentioning “oil,” in some manner, pending in Congress. 126 There were
nearly 400 bills with the word “petroleum” contained in the text or provisions. 127 Since
Hurricane Katrina, and subsequent oil price spikes, Congress has introduced varied
legislation to meet specifically the growing fuel crisis. Examples include the following:
Reducing Transit Fares (H.R. 6052) - On June 26, 2008, the U.S. House of
Representatives passed a bill which gives grants to mass transit authorities to
lower fares for commuters and to expand transit services.
Energy Markets Emergency Act (H.R. 6377) - This bill would allow the U.S.
Commodity Futures Trading Commission to use its authority, including its
emergency powers, to curb the role of excessive speculation in any contract
market trading energy futures or swaps.
Farm Bill Extension Act (H.R. 2419) - This bill supports affordable biofuels
and increases oversight of the commodity market to prevent undue
manipulation.
Renewable Energy and Jobs Act (H.R. 6049) - This is legislation to extend and
expand tax incentives for renewable energy, retain and create jobs, spur
American innovation and business investment, and close loopholes that allow
U.S. corporations and executives to avoid paying U.S. taxes by shipping jobs
and investment overseas.
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Gas Price Relief for Consumers Act (H.R. 6074) - This bill authorizes the U.S.
Justice Department to take legal action against OPEC state-controlled entities
that participate in “conspiracies” to limit the supply, or fix the price, of oil.
Strategic Petroleum Reserve Fill Suspension and Consumer Protection Act
(H.R. 6022) - On May 13, 2008, the Congress passed the Strategic Petroleum
Reserve Fill Suspension and Consumer Protection Act. This measure suspends
adding petroleum to the Reserve through the end of the year, or as long as the
price of crude oil remains above $75 per barrel. On May 20, the president
signed the legislation.
Repeal Subsidies to Oil Companies, Invest in Renewable Energy and Energy
Efficiency (H.R. 5351) - This bill terminates subsidies to oil companies and
invests in renewable energy and energy efficiency. It extends and expands tax
incentives for renewable electricity, energy and fuel, as well as for plug-in
hybrid cars, and energy efficient homes, buildings, and appliances.
Energy Independence and Security Act (H.R. 6) - The new law, passed by
Congress and signed by the president in December of 2007, prohibits oil
companies from engaging in market manipulation or providing false
information about price in the wholesale petroleum markets and imposes new
civil penalties for those who break the law.
America COMPETES Act (H.R. 2272) - On August 2, 2007, Congress passed
the final America COMPETES Act, and it was signed into law by the president
on August 9. This legislation creates the Advanced Research Projects Agency
for Energy. The agency will help provide talent and resources for high-risk,
high-reward energy research and technology development, and help attract
investment for the next generation of revolutionary technologies.
Gas Price Gouging Act (H.R. 1252) - This bill gives the Federal Trade
Commission (FTC) the authority to investigate and punish those who
artificially inflate the price of energy. It would ensure the federal government
has the tools it needs to respond adequately to energy emergencies and prohibit
price gouging. 128
Consumer-First Energy Act (S. 3044) - This bill provides energy price relief
and holds oil companies and other entities accountable for their actions with
regard to high energy prices, and for other purposes. 129
Alternative fuels and advanced technology vehicles are of considerable congressional
interest, especially with regard to providing incentives and other support for their
development and commercialization. 130
In the 110th Congress, alternative fuels and advanced technology vehicles received a good
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deal of attention. In July 2008, there were some 150 bills dealing with either alternative
fuels or vehicles. For example, Renewable Energy and Energy Conservation Tax Act of
2008 (H.R. 5351) amends the Internal Revenue Code provisions relating to renewable
energy sources and energy conservation. This bill, among other things, provides for
continuation and expansion of tax credits for alternative fuels and vehicles. Further, the
Clean Fuels and Vehicles Act of 2007 (S. 1073) amends the existing Clean Air Act to
promote the use of fuels with low lifecycle greenhouse gas emissions and to establish a
greenhouse gas performance standard for motor vehicle fuels. 131 Other existing laws and
regulations can be found and accessed via the hyperlinks in Table 7.
Table 7.
Existing Federal Laws and Regulations
Alternative Fuels and Vehicles
Incentives
Alternative Fuel Excise Tax Credit
Alternative Fuel Infrastructure Tax Credit
Biobased Transportation Research Funding
Biodiesel Income Tax Credit
Biodiesel Mixture Excise Tax Credit
Biomass Research and Development Initiative
Fuel Cell Motor Vehicle Tax Credit
Heavy-Duty Hybrid Electric Vehicle (HEV) Tax Credit
Light-Duty Hybrid Electric Vehicle (HEV) and Advanced Lean Burn Vehicle Tax Credit
Qualified Alternative Fuel Motor Vehicle (QAFMV) Tax Credit
Renewable Energy Systems and Energy Efficiency Improvements Grant
Small Agri-Biodiesel Producer Tax Credit
Small Ethanol Producer Tax Credit
Value-Added Producer Grants (VAPG)
Volumetric Ethanol Excise Tax Credit (VEETC)
Laws and Regulations
Aftermarket Alternative Fuel Vehicle (AFV) Conversions
Alternative Fuel Definition
Alternative Fuel Definition - Internal Revenue Code
Alternative Fuel Tax Exemption
Clean Air Act Amendments of 1990
Corporate Average Fuel Economy (CAFE)
High Occupancy Vehicle (HOV) Lane Exemption
Idle Reduction Facilities Regulation
Import Duty for Fuel Ethanol
Renewable Fuel Standard (RFS) Program
Tier 2 Vehicle and Gasoline Sulfur Program
Updated Fuel Economy Test Procedures and Labeling
Vehicle Acquisition and Fuel Use Requirements for Federal Fleets
Vehicle Acquisition and Fuel Use Requirements for Private and Local Government Fleets
Vehicle Acquisition and Fuel Use Requirements for State and Alternative Fuel Provider Fleets
Vehicle Incremental Cost Allocation
Retrieved July 18, 2008 from http://www.eere.energy.gov/afdc/progs/fed_summary.php/afdc/US/0

Notably, on July 14, 2008, the president rescinded an executive order that banned
producing oil from the Outer Continental Shelf (OCS). 132 Experts believe that OCS areas
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have the potential to produce about 18 billion barrels of oil. While the executive repeal of
restrictions on this production has occurred, areas within existing marine sanctuaries are
still protected. For example, areas near the Florida peninsula are also off limits until
2022, under the Gulf of Mexico Energy Security Act. Congressional action or legislation
is now required to allow the production of oil from the OCS to move forward. Several
bills that would lift the legislative ban on oil exploration and production in the OCS have
been introduced. Many feel that this legislation would allow for the expansion of
domestic oil production from shale and, additionally, increase U.S. refining capacity. 133
A few words on oil and gas exploration and production in the Arctic National Wildlife
Refuge (ANWR) are appropriate since it is a national issue, albeit a controversial one,
that would provide the U.S. with potentially 3.5 billion barrels of oil. 134
ANWR is located in Alaska and lies north of the Arctic Circle about 1,300 miles south of
the North Pole. The refuge covers 19.6 million acres. Within ANWR, there is a
designated area of 1.5 million acres called the “10-02 Area.” This area was set aside by
Congress in 1980 specifically for oil and gas exploration. The 10-02 Area is legally and
technically neither a “refuge” nor a “wilderness.” Geological studies show that the 10-02
Area is rich in oil deposits. As provided by law, any oil drilling and production allowed
in the 10-02 Area cannot exceed a single 2,000 acre designated plot or section of land. 135
Congress is currently considering whether to approve drilling for oil in the 10-02 Area.
The American Energy Independence and Price Reduction Act (H.R. 6107) is a bill that
would open the 10-02 Area of ANWR to oil and gas development. The funds generated
from oil production taxes to set up an Alternative Energy Trust Fund would be used to
promote the development and production of alternative energies. Alaska’s Governor
Sarah Palin supports this proposed effort. However, several Congressmen and
preservationist organizations are opposed to opening the 10-02 Area and it remains to be
seen if oil drilling will be permitted. 136
State Initiatives
As with South Carolina, the oil crisis is affecting other state governments in a variety of
ways. 137 For example, the N.C. Department of Transportation plans to repave 20% fewer
roads due to the increased costs of oil-based asphalt. 138 Kentucky as well is planning to
cutback on resurfacing with blacktop, a mix of stone, sand, and oil. According to a state
government survey, the price of asphalt has risen from $183.62 a ton in June 2005 to
$474.63 a ton in June 2008. 139
State health programs are also being affected adversely. For instance, the Meals-onWheels program is having difficulty finding volunteers who can afford today’s gas
prices. 140 Disease prevention educational programs are being cut back. 141 Health
inspection programs are being executed by state officials less frequently. 142
In education, money for books, teacher pay, and computers is being re-channeled to
offset high gasoline prices. After-school programs and athletic programs are being
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eliminated or seriously reduced in scale. 143
The list of adverse effects on government operations and services at the state level due to
cost expenditures for higher petroleum products is seemingly endless. 144 145
Nevertheless, several state governments are seriously addressing both the short- and longterm problems associated with the petroleum crisis. The National Conference of State
Legislatures (NCSL) is taking the lead in coordinating and reporting on state efforts as is
the National Governors Association (NGA). NCSL provides an especially good database
which tracks state legislation pertaining to energy, including bills or measures to meet the
challenges of rising oil prices. The NGA has been instrumental in looking at best
practices among the states.
Generally, state legislatures and governments are considering a wide variety of fuel
efficiency and oil savings schemes, including alternative fuels. According to the NGA,
five core policy actions are taking place. 146 These include the following:
-- The better use of our energy resources through efficiency and
conservation;
-- The provision of financial incentives through tax credits,
deductions, grants, and other means to spur market response;
-- The passage of rules and mandates to require the use of
alternative fuels (for example, compelling fuel distributors to sell a
certain quantity of ethanol, biodiesel, etc.);
-- The usage of state purchasing power to boost the adoption of
alternative fuels or vehicles (for example, by purchasing new
indigenous fuel-production supplies or buying hybrid vehicles for
use in state fleets); and,
-- The investment in research and demonstration (R&D) efforts to
speed new technologies to the marketplace. 147
In terms of legislation, states have recently introduced hundreds of bills to counter
growing petroleum prices. 148 The areas of focus include “Green Fleets,” public incentives
for purchasing hybrids and alternative fuel vehicles, designation of high-occupancy
vehicle (HOV) lanes, provision of senior van pools, the funding of R&D programs to
develop new vehicle fuel technologies, establishment of local grant programs, industry
incentive programs to develop and produce alternate or renewable fuels (ethanol,
biodiesel, etc.), requirements to add ethanol mixtures or blends to gasoline, reduction of
fuel taxes, provision for gas tax holidays, protections against gas price gouging,
promotion of public transit, and the creation of study committees to make
recommendations to address rising gas prices. Some examples of key (or model)
legislation include the following: 149
California. State and Local Motor Vehicles (Act 236) – This law
requires the state’s Department of General Services to amend and
revise existing purchasing methodologies to rank environmental and
energy benefits as well as costs of motor vehicles for potential
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procurement by state and local governments, and to develop vehicle
rankings consistent with a specified criteria. The Act also requires
the department to procure vehicles that meet specified requirements
and to take specified actions regarding procurement and alternative
fuel and related infrastructure.
Alabama. Green Fleets Program (H. 237) – This bill would
implement a procedure administering a green fleets program to
procure state motor vehicles based on criteria that include fuel
economy and life-cycle costing. It would also require fleet managers
of state motor vehicles to classify their vehicle inventory for
compliance with this bill; establish goals for fuel efficiency for state
motor vehicles; and set up procurement policies. The bill creates a
Green Fleets Review Committee to ensure compliance.
Florida. Energy-Efficient Motor Vehicle Sales Refund (S. 434) –
This legislation relates to energy-efficient motor vehicle sales tax
refunds. It provides financial incentives for the purchase of an
alternative motor vehicle and provides that any person who
purchases such vehicle from a sales tax dealer is eligible for a refund
of the sales tax paid. It further requires the vehicle to be certified as
a new qualified hybrid, alternative fuel, fuel cell, or ‘lean-burn’
technology motor vehicle, and lastly, provides the total amount of
refunds is limited to the amount of appropriations in a fiscal year.
Hawaii. Tax Credit (S. 2116) – This bill provides a one-time $1,500
tax credit for the purchase of a hybrid or alternative fuel motor
vehicle.
Iowa. Government Energy Innovation (S. 438) – This legislative
proposal establishes a local government energy innovation
competitive grant program, and makes an appropriation.
Michigan. Renewable Fuels Plants (S. 1126) – This bill provides
that a ‘State Strategic Fund’ shall identify, publicize, and market an
inventory of prime sites for the location of renewable fuel plants
with existing industrial facilities that have by-products which could
be used to produce energy in the state. It also requires the inventory
to be made available to the public on the Internet.
North Carolina. North Carolina Venture Capital Enhancement Act
(H. 2028) – This comprehensive bill promotes renewable energy,
job creation, venture capital, high technology, and biotechnology
industries.
Nebraska. Cellusosic 150 Biomass Renewable Energy Initiative (L.
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922) – This legislation adopts the ‘Cellusosic Biomass Renewable
Energy Initiative’ which provides for a flexible package of
incentives for applied research, demonstration projects, and
production, all aimed at increasing private-sector investment and
attracting federal funding to further leverage the state’s resources.
Utah. Clean Air and Efficient Vehicle Tax Incentives (H. 106) –
This bill provides a tax credit for new vehicles meeting air quality
and fuel economy standards. The tax credit also extends to hybrid
electric-gasoline vehicles, eliminates the clean fuel tax certificate,
and imposes a fuel tax on compressed natural gas for vehicles.
Illinois. Renewable Motor Fuels Retail Infrastructure (H. 1933) –
This proposal creates the ‘Renewable Motor Fuels Retail
Infrastructure Development and Maintenance Act.’ Essentially, the
bill makes it a violation to sell motor fuel below cost. Also, it
provides that it is unlawful to engage in motor fuel price gouging in
response to the occurrence of a national disaster or state emergency,
except where the sale is both an isolated and inadvertent incident.
Indiana. Mandatory Ethanol Level in Gasoline (H. 1322) – This
legislation requires all gasoline intended for retail sale in Indiana to
be blended – a mixture of 90% gasoline and 10% ethanol.
Missouri. Motor Fuel Tax Holiday (H. 1686) – The bill authorizes a
motor fuel tax holiday for gasoline and diesel fuel used in a personal
vehicle for a four-day period during the Memorial Day and Labor
Day holiday weekends. 151
Local Government Initiatives
According to a recent survey by the National Conference of Mayors,
a quarter of mayors have cut services to make up for increased fuel
costs. 152
As is the case in South Carolina, local governments throughout the U.S. are being hit
hard by high oil prices and they are taking actions to ease the situation. Major local
services such as police, fire, sanitation, transit, and others that require large quantities of
gasoline are, of course, the most affected. Municipalities, counties, and many special
purpose districts are rethinking and making adjustments to both operating budgets and in
service delivery. In the following section, mainly anecdotal evidence of local government
actions across the nation is examined. However, the results of a survey conducted in
May/June 2008 by the International County/City Management Association (ICMA)
provide some insight into the actions being taken by local governments generally to deal
with the high cost of petroleum.
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In the main, the ICMA estimates that approximately one-third of local governments in the
U.S. have seen an increase of 11% to 15% in fuel costs since January 2008. About the
same percentage (29%) of local governments have experienced a 16% to 20% increase.
Budget shortfalls have been the outcome; but, municipalities and counties are
implementing actions to respond to the rise in costs. 153 According to the ICMA’s review,
a survey of 474 cities and counties nationwide, some of the initiatives local governments
are implementing are as follows:
-- Buying futures of gasoline and/or diesel fuels (7%);
-- Increasing fees for local government run buses and other
transportation services (e.g., senior citizen shuttle buses) (4%);
-- Reducing the frequency of some local services (e.g., reducing
trash collection from twice to once a week) (8%);
-- Purchasing alternative fuel vehicles (30%);
-- Replacing vehicles with poor fuel efficiency (34%);
-- Limiting employee use of local government cars in off hours (e.g.,
take home cars) (17%). 154
The New York Times recently reported that the police department in Suwannee, Georgia,
is requesting that officers walk their beat for one hour per shift. 155 In the past year, the
Suwannee Police Department has exceeded its $60,000 fuel budget by more than
$34,000. The Times also reported that some police departments in the U.S. are moving to
lower octane gas and using GPS navigational systems to pick the shortest routes to
respond to 911 dispatches. 156 Further, increased penalties for false 911 calls are being
levied in some localities and, in some cases, when possible, two officers are using a
police vehicle as opposed to one. 157
In Westwood, New Jersey, the mayor and council authorized the purchase of hybrid
vehicles for its police force. The first and second hybrids were Ford Escapes. Now the
department has recently purchased a Toyota Hybrid Highlander to replace an older SUV.
According to a Westwood official, the Ford Escape vehicles paid for themselves in gas
savings within a year. The Ford Crown Victoria, which is the typical Westwood police
vehicle, gets six mpg on average while the hybrids get 25 mpg. 158
In other local police departments, further fuel saving tactics are notable. In El Paso
County, Texas, for example, the sheriff’s department is ending long-distance patrols and
has imposed no idling rules. And in Fairfield County, Ohio, the sheriff is having some
deputies use golf carts. 159
Other anecdotal evidence of local government reactions to high gasoline prices include:
Austin, Texas. Fuel costs in the City of Austin makes up 10% of the municipal budget.
The mayor has directed all city employees to attend seminars on fuel saving techniques
for public vehicles. The mayor is also converting all of the city’s fleet of Crown Victorias
to run on flex fuel, an ethanol-gasoline (85%/15%) blend.

29

Los Angeles, California. The mayor has ordered cuts in fuel usage by city employees
using public vehicles and is tracking miles per gallon used by each car of its 9,000 total
fleet. The Los Angeles fleet is also being reduced by 10%.
Cleveland, Ohio. The city has cut 1,000 cars from its fleet and is using computer software
to redo or shorten trash pick-up routes. City departments have been asked to cut their
transportation budgets by 10% as well. However, public safety, fire, and ambulance
departments are reportedly finding it difficult to meet the 10% reduction.
Stillwater, Oklahoma. The town council has ordered that the grass on half of its parks not
be mowed. Other mowing restrictions are also being imposed. 160
Seattle, Washington. A school district is cutting bus routes and requiring some pupils to
walk to school who would normally ride a school bus. Additionally, after-school
programs which require travel by school bus are being cut. 161
Maricopa, Arizona. Local officials are promoting and working aggressively with
developers to build new in-town centers that integrate housing, restaurants, shops, and
entertainment in order to create a “village-like” feel. With gas prices rising, the idea—not
entirely a new one—is becoming increasingly more attractive to developers because of
greater certainty of return on investment and government incentives. Local officials are
looking to revitalize downtown areas and create revenue. 162
Suffolk County, New York. The state’s legislature has permitted the county to pilot a fourday work week for 90-days in an effort to save on gas consumption. A total of 568 nonunion employees are participating. 163

Part VI: Select Recommendations to Governments to Contend with the Petroleum Crisis
In Part V, a review of several policies and “best practices,” either in effect or under
consideration by governments to alleviate or lessen the high cost of transportation fuels,
was presented. Based on this review and earlier analysis in previous sections of this
paper, the recommendations which follow distill what governments are doing and what
seems to make good sense and is, therefore, advisable. As such, they are varied in topical
matter and scope. Additionally, while these recommendations focus on government
intervention, the private sector and the public at-large are encouraged to take steps to
decrease our country’s dependence on foreign oil, and to develop, support and use
renewable, sustainable alternatives for transportation purposes.
Recommendations Based on Best Practices
Recommendation #1: Governments should create public or quasi-public organizations to
monitor the petroleum crisis and to advise on new and innovative policies and practices
to mitigate oil costs.
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Recommendation #2: Governments should develop and adopt both short- and long-term
energy saving plans. These plans should be results-oriented and contain implementation
measurements or milestones and should be monitored regularly by policymakers and/or
elected officials to ensure compliance.
Recommendation #3: Governments should purchase cost-efficient or alternative fuel
vehicles. “Green fleet” programs should be aggressively pursued and cost-savings due to
fuel economies should be tracked. Governments should, when and where possible, cut
back on publicly owned fleets.
Recommendation #4: Governments should proactively encourage and permit oil
exploration and development within the United States and offshore, as appropriate.
Current subsidies to oil companies should require investment in renewable energy and
energy efficiency. Environmental concerns should be addressed and resolved
satisfactorily and expeditiously.
Recommendation #5: Governments, where appropriate, should provide affordable mass
transit, simplify routes and stops, and market widespread rider participation.
Governments should authorize grant programs to assist transit providers in lowering
commuter fares and expanding routes where practicable.
Recommendation #6: Government agencies should establish employee carpooling
programs. 164 High occupancy lanes should be dedicated or restricted to vehicles carrying
two or more passengers during peak commuting time periods.
Recommendation #7: Governments should provide funding (e.g., seed money) and other
financial incentives to entities to research and develop a wide range of fuel-efficient,
hybrid gasoline-electric, battery-electric, alternative fuel, and fuel cell technologies.
Public-private partnerships should be actively pursued. Emphasis should be placed on
getting technologies quickly to the marketplace.
Recommendation #8: Governments should prohibit gas price gouging and authorize
appropriate public agencies to investigate and punish those who artificially inflate prices.
Recommendation #9: Governments should require that alternative fuels be made
available to consumers (e.g., ethanol, biodiesel, etc.).
Recommendation #10: Governments should offer generous financial and other incentives
to businesses or industries that produce alternative or renewable fuels. Recruitment or
expansion of such businesses and industries should be given priority by commerce and
developmental organizations.
Recommendation #11: Governments should waive or reduce the sales tax on hybrid
gasoline-electric, battery-electric, alternative fuel, and fuel cell vehicles. Governments
should provide substantial one-time tax credits for the purchase of these vehicles.
Governments should also reduce property taxes on these vehicles.
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Recommendation #12: Governments should invoke gas-saving procedures or rules on the
use of public vehicles, including but not limited to, the following: 1) implementation of
no idling restrictions, 2) usage of lowest octane gas, 3) purchase of cheapest available
gas, 4) application of GPS systems to determine shortest routes, 4) use of new
technologies to maximize vehicle mpg, 5) prohibition of take-home cars, 6) replacement
of vehicles with poor fuel efficiency, 7) utilization of alternative transportation devices
(e.g., bikes, motor bikes, electric golf carts, Segways, etc.), and 8) exclusion of the use of
vehicles where walking will suffice .
Recommendation #13: Governments should permit four-day work weeks and other
flexible working schedules as long as work duties and assignments are fulfilled.
Governments should permit certain professions or jobs to be performed regularly from
home or an alternate site if possible.

Conclusion: What Should South Carolina Do?
Governments are confronted with rising fuel prices and, according to the vast majority of
expert opinion, and the literature as a whole, the prospects that this trend will continue
and exacerbate are highly probable. Governments in South Carolina, to varying degrees,
are aware of this critical situation and its broad effects on public services and
jurisdictional constituencies. As it appears, some actions have been taken in the Palmetto
State and others are being contemplated.
To the extent possible, and where South Carolina governments haven’t acted
comprehensively, the recommendations enumerated above should be considered. These
recommendations, and the other best practices discussed in this paper, represent a good
starting place for governments to begin to deal with the fuel crisis for both the present
and future. Furthermore, it is strongly suggested that governments explore other
initiatives that are “emerging” as ways to ebb the high price of petroleum.
It is clear, as the literature maintains, that energy policy should be of concern to all
governments. Research also suggests that cooperation should be inter-governmental when
possible and that private sector collaboration should be practiced when suitable. South
Carolina government appears to be doing this to some extent, but could certainly do
more.
Categorically, whatever actions taken by governments in South Carolina, they should
meet defined and reasonable criteria. Some standards or principles, though not all, are
suggested below:
1. Leadership. Public officials and senior government managers should develop and
articulate a clear vision 165 and key goals—“an energy policy”—to alleviate or lessen the
adverse effects of the on-going fuel crisis. These leaders should likewise encourage the
exploration of best practices and promote innovation, when and wherever possible.
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Leaders should also empower capable individuals, who are considered “key players,” to
act resolutely to bring about the stated vision and goals.
2. Strategic Planning. Starting with an assessment of current conditions, both positive
and negative, and the identification of core values, government organizations should plan
strategically for short- and long-term purposes and see that measurable action plans are
put into place. (See Table 8.)
3. Customer and Market Focus. Governments should systematically examine and
pinpoint what are in fact the citizens’ needs or “customer requirements, preferences, and
expectations” with regard to motorized transportation and its related factors.
4. Information and Analysis. Governments should use sound and reliable data and
information to carry out energy policy strategies and their accompanying performance
determinations and organizational changes, including any management or “process
improvement” 166 adjustments.
5. Human Resource Focus. Again, competent individuals should be given the power to
act and work together to achieve common goals related to energy policy.
6. Process Management. Principal managerial processes and improvement techniques
should be fact-based, vetted, and properly executed according to plan (and modified or
tailored appropriately if unforeseen circumstances should arise).
7. Results Orientation. Governments must evaluate and monitor “customer satisfaction,”
performance, partnering, and overall operational and programmatic results as relates to
energy, especially with reference to motorized transportation. 167
Table 8.
The Strategic Planning Process
Where Are We Now?

Internal/External Assessment
Mission and Principles

Where Do We Want To
Be?

Vision
Goals and Objectives

How Do We Get There?

Action Plans

How Do We Measure Our
Progress?

Performance Measures
Monitoring and Tracking

▪ Situation Inventory/
Environmental Scan
▪ Customer Analysis
▪ Broad, Comprehensive
Statement of the Purpose
▪ Core Values
▪ Actions to Achieve Mission
▪ Compelling Image of Desired
Future
▪ The Desired Result After “X” or
More Years
▪ Specific & Measurable Targets
for Accomplishment
▪ Strategies Used to Accomplish
▪ Goals and Objectives
▪ Detailed Work Plans
▪ Methods to Measure Results
▪ Systems to Monitor Progress &
▪ Compile Management
Information

Young, R. (1998). A statewide strategic planning process: the need the state’s leadership to plan ahead.
[Draft] Concept Paper. Columbia, SC: Institute for Public Service and Policy Research, University of South
Carolina, p. 3. Originating Source: Governor’s Office of Strategic Planning and Budgeting. (1995).
Managing for results: strategic planning and performance measurement handbook. Phoenix, AZ: Author.
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Appendix 1
South Carolina Survey - Effects On and Actions Taken By State and Local Governments
Due To High Petroleum Costs
Please save the completed survey on your computer. After completing the survey, e-mail
your saved copy as a Microsoft Word attachment to Richard Young at
Rdyoung0@mailbox.sc.edu
Municipality/County/Organization: ___________________________________________
Contact Information:
Name: _________________________________________________________
Phone: _______________________ Email: __________________________
1). In terms of governmental operations and activities, has your
municipality/county/organization been affected by high petroleum prices? Yes__ No__
2). If yes, please indicate below what actions or effects are applicable to your jurisdiction
due to rising fuel prices.
a). Cutback or reduced one or more public services ___
Please list _________________________________________________________
b.) Eliminated one or more public services ___
Please list_________________________________________________________
c.) Restructured or redesigned one or public services ___
Please list_________________________________________________________
d.) Increased “user” or other fees ___
Please list_________________________________________________________
e.) Increased motor fuel and/or vehicle maintenance budgets ___
f.) Expect a budget shortfall due to rising fuel prices ___
g.) Rearranged service routes to reduce mileage (e.g., sanitation pick-up routes,
police patrol routes, etc.) ___
h.) Implemented government vehicle “no idling” rules___
i.) Purchased more fuel efficient or fuel-alternative vehicles ___
j.) Encouraged or required purchase of lower octane fuels ___
k.) Encouraged or required purchase of gasoline at “cheapest price” ___
l.) Implemented flexible employee work week programs (e.g., four-day work
week, working from alternate site, etc.) ___
m.) Restricted public employee travel (e.g., to conferences, training, etc.) ___
n.) Limited “take home” government-owned vehicles ___
o.) Encouraged or implemented employee carpooling programs ___
p.) Implemented “Park and Ride” programs ___
Other:____________________________________________________________
__________________________________________________________________
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Appendix 2
“Other” Survey Comments
1.) Currently gathering data on energy and fuel consumption to prepare city-wide plan for
conservation.
2.) Considering fuel-alternative vehicles for next fiscal year. Considering installing onsite fuel tanks to allow purchase of wholesale gasoline and diesel fuel.
3.) Converted all diesel equipment to bio-diesel and have mandated all Flex vehicles to
use E 85 fuel.
4.) We installed our own fuel pumps in an attempt to purchase in bulk and reduce the
overall costs.
5.) Generally, department heads and other officials stay in balance on their budgets
through a number of smaller changes at their level, keeping projected expenditure rates in
balance. This adaptation at the department level has been successful to date, through a
combination of increased budgeting and accurate cost projections, small changes in take
home vehicle usage where possible, conference attendance, reduced capital spending, and
limiting expansions in services (the most significant impact presently), etc. Although
county-wide directives have not been issued at this time, close monitoring of our fiscal
position (fuel included) continues as we adapt to the higher gas/diesel/utility prices.
6). Extensive monitoring of off-duty use of vehicles. Pinpointing of sanitation collection
system. Began purchasing more fuel efficient vehicles for police, administration, and
sanitation.
7.) Looking at reducing garbage pick-up at some point during budget year.
8.) Doubled up on number of police officers in vehicles.
9.) Our sanitation department cut back commercial pickup from three days to two. Also
they fill the trash truck completely before taking it to the dump. We bought an electric
golf cart for jobs around town. The police department has a ride along program they
initiated at nights to eliminate multiple cars on the road as well as a park and walk
initiative during the day.
10.) Implemented maximum miles annually on take home vehicles with the caveat if
miles exceed limit, employee reimburses the city at the federal rate. Also, new hires for
public safety will have to reimburse the city at the federal rate if they live over a certain
amount of miles from city hall. The amount would be taken out of their pay on a biweekly basis.
11). EUV [Extreme ultraviolet lithography 168 ] being utilized for meter reading functions.
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45,787.6
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Annual Thousand Gallons per Day

Rack
Lower Atlantic (PADD 1C)
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40,842.6

2003
42,107.9

2004
43,803.9

2005
45,247.4
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W
W
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