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Gas costs here hit a record
Average reaches $1.46 a gallon; OPEC production curb blamed

By Mike Ivey

Fred Kittman stood with his back to the biting February wind as his tanker truck pumped gasoline into the underground
tanks at the SupenAmerica station on Fish Hatchery Road.

Like anybody who has visited a gas station over the past two days, Kittman knows prices at the pump have climbed to
all-time highs here.

And with his 55-foot tanker truck parked in full view, Kittman, a Madison-based independent trucker who delivers fuel for
Klemm Tank Lines of Green Bay, finds himself an easy target for angry motorists.

"Sure, I get yelled at a lot," he said. "But don't blame me. Blame OPEC."

Oil industry experts would agree.

A self-imposed production limit by the Organization of Petroleum Exporting Countries has driven crude prices almost three
times higher in the past year -- to nearly $30 a barrel.

At the same time, demand has picked up, with much of Asia beginning to recover from its economic crisis of the late 1990s.
Those factors, coupled with America's unquenchable thirst for bigger vehicles and more gasoline, have driven oil use
worldwide to record levels.

In Madison, prices for a gallon of regular unleaded Tuesday were averaging $1.46 a gallon. The story is similar across
Wisconsin and the upper Midwest.

If those prices hold -- and few observers believe they won't -- it would represent the highest pump prices ever recorded here
when AAA Wisconsin compiles its statewide gas price survey.

"We'll know for sure in a week, but we could likely be looking at an all-time high in Wisconsin," AAA spokesman Mike Bie
said.

The highest average statewide price ever recorded by AAA was $1.38 in November 1990, at the outbreak ofthe Persian
Gulf War in 1990. Before that, the highest price was $1.36 in 1981.

Just a year ago, crude oil prices were at $11 and gasoline was less than $1 at many Madison stations.

But with OPEC limiting production in an effort to raise crude oil prices, gasoline prices at the pump have finally caught up.
Nobody can predict for sure when prices might go back down. Some experts are even predicting that crude oil prices might
reach $35 a barrel before falling back.

"From what I'm hearing right now, gas prices may stay like this all the way through summer and into next fall," said John
Baltus of Marshfield, president of the Wisconsin Petroleum Marketers Association.

Consumers are clearly taking notice. At the Citgo station on Todd Drive near the West Beltline, Kevin Kennedy was
watching the digital numbers roll as he filled the tank of his Pontiac Sunbird with $1.46 a gallon regular unleaded.

"It's outrageous," said Kennedy, 23, who works at Stoughton Trailers. "I used to get the super premium, but not anymore."

Consumer frustration at higher gas prices is often directed at retailers, since they post their prices in full view of the public.

But Dave Savich, president of PDQ Food Stores Inc., notes that when gasoline prices rise, the profit margins for retailers
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actually shrink. Retailers make about 12 or 13 cents a gallon, he said, but those margins have fallen by 60 or 70 percent in
recent weeks as the prices from suppliers have climbed.

"People have a hard time understanding that retailers made more profit when the price was $1.15 per gallon than when it
was $1.35," said Savich, whose company operates 27 outlets.

Few products have a larger impact on the world's economy than oil. Cheap fossil fuel has played a role in the 107 months of
consecutive growth in this country.

Erin Roth, the Wisconsin spokesman for the domestic oil industry, warned that rising oil prices could eventually lead to
higher prices and changes in all aspects of American life.

"If prices continue to go up into the summer, it may affect how many times people make that trip to the cabin up north," he
said. "You'll see a rippling effect on airline ticket prices or the rates that truckers are charging to transport goods."

Roth pointed out that gasoline taxes add 47 cents to each gallon, with Wisconsin's gas tax the highest in the Great Lakes
region. He added that opening the oil reserves in Alaska would take pressure off the need to import oil into this country.

Higher crude oil prices and the cold winter weather have also translated into higher prices for heating fuel oil. Heating oil in
Wisconsin has jumped by about 20 cents a gallon this winter to 98 cents a gallon.

But the fuel oil price situation has been more acute in the Northeastern states, where far more homes are heated with oil. In
Wisconsin, about 75 percent of homes are heated with natural gas.

Some price relief is on the horizon, however. A new study from researchers for Arthur Andersen and Cambridge Energy
Research Associates said oil prices are likely to drop in the coming months as OPEC gauges what the world can afford.

OPEC is scheduled to meet March 27 to make a decision on production levels. Currently, OPEC is holding back 6 million
barrels of potential daily production, the study said. About 65 million barrels are produced worldwide each day.

Similarly, the World Bank said last week it expected oil to fall from near $30 to below $20 later this year, a price level that
would be both profitable for producers and a relief for consumers.

World Oil magazine, an industry trade publication, predicted in its annual forecast last month that prices could stabilize
between $25 and $28, which should entice production investment in late 2000.
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