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The General Economy            

Media pundits continue to shout that the sky is somewhere between lifting off and falling.  Tune into 

one channel and you’re sure we’re about to head back to recession.  Turn to another and we are on the 

verge of runaway inflation. 

 

The doom and gloomers will point to the fall-off in jobs report at the beginning of the month or the 

European crisis dragging us once more to the brink.  The other side will look at what changes are going 

on in the housing markets – particularly the rental rates – the gasoline price bumps we’ve seen and are 

expected to see when summer driving season kicks in and talk about inflation moving above 4%. 

 

The fact is we are in an economic situation where things are just continuing to bump along.  When the 

growth rates are only running in the 2.5-3% range, it doesn’t take a whole lot to pull them down toward 

concern levels.  Nor does it take many big increases in job numbers, consumer sales or bank lending to 

say we’re definitely on the mend.  And when the pundits continue to pick on the latest monthly or 

weekly report, it’s like looking at one day movement in corn prices and thinking you’ve pegged a trend.   

 

There are several signs the economy will continue to bump along through at least the rest of the year.  

Bank lending in general is up – and has been up – more than 10% above year earlier levels since last 

November.  March commercial and industrial loans were up 13% March 2012 compared to March 2011 

levels.  Real estate loans at commercial banks finally got to the point where they were at the same level 

in March of this year as they were at the same time last year.  The last time we have been at zero in this 

category was in September 2009.  That is not to say that the housing sector is ready to lead us out of 

these doldrums, but it is at least to the point where it isn’t dragging us down any more. 
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So why are we not seeing jobs come back?  Certainly the warm winter/spring we had skewed the 

numbers, but, averaged over the last several months, we are still not seeing the 300-400,000 new jobs a 

month that have occurred in historical recoveries.  Fact is companies just don’t need to make that many 

hires at this point.  Yes consumer sales are up and manufacturing output is up as well, but boosting 

manufacturing output anymore does not necessarily mean you need to hire a lot more people.  Many 

firms found during the downturn that they could boost output and cut costs even while slimming down 

the labor force.  Temps are certainly another option for consideration until firms are really convinced 

they need to jump.  And with, at worst, soaring health care costs or at least confusion in how employee 

health care will be handled in the future, how can you blame companies for being cautious. 

 

And so here we sit, not bad, not good, kinda balanced on the razor’s edge.  And that is probably where 

we are going to sit for much of the rest of the year as firms await resolution on health care, as they wait 

to see if the consumer is really coming back and as they wait to see what kind of regulatory and tax 

environment is going to await us in the coming year.  If you can make the call on all those factors, heck, 

why are you listening to me? 

 

Livestock Update             

Beef Market Recovery?   

I was sitting at my computer yesterday afternoon putting the finishing touches on this month’s livestock 

newsletter contribution when I got word that USDA was about to announce the confirmation of a 

positive BSE test on a cow in California.  The gist of my article was going to be that March had been a 

pretty tough month for the beef/cattle market, what with all the LFTB unpleasantness but that the worst 

was largely behind us, demand seemed to have held up pretty well, and things seemed set to move in a 

positive direction now.  (The struck-through title above was for the original article, by the way.)  Well, 

you can forget all that.  If, out of a morbid sense of curiosity, anybody wants to read my intended article, 

it is included below.  Now, on to more pressing matters: 

 

This is Total BS(E)! 

Apparently, the U.S. has now documented its fourth case of Bovine Spongiform Encephalopathy (BSE).  

As of this writing, details are still emerging, but the positive test is reported to be from a dairy cow in 

central California.  (For what it’s worth, the cow was never destined for slaughter and so was never at 

any risk of entering the food supply.)  USDA notes that the test indicates atypical BSE.  For those not 

familiar with this terminology, a little tutorial on typical versus atypical BSE probably wouldn’t hurt.   

 

According to the Centers for Disease Control and Prevention
1
, typical (or classic) BSE is what caused so 

much upheaval in Britain and Canada.  It is spread through contaminated feed.  Atypical BSE, on the 

other hand, is not thought to be contracted from an outside source but rather results from a rare genetic 

abnormality that occurs at a very low incidence in cattle.  For anyone concerned about the level of 

incidence of atypical BSE in the cattle population, let me emphasize that this is an extremely rare 

occurrence.  Under enhanced BSE testing from early 2004 through 2006, USDA sampled more than 

759,000 animals and identified just two cases of BSE (both atypical) – one in Texas (2005) and one in 

Alabama (2006).  Since transitioning to their ongoing BSE surveillance program in the latter part of 

2006, USDA has sampled over 40,000 animals per year (far exceeding the testing requirements in 

international guidelines, by the way), and this week’s case is the first yet identified.
2
  As for BSE more 

                                                 
1
 Information on typical and atypical BSE from CDC:  http://www.cdc.gov/ncidod/dvrd/bse/.  

2
 Information on USDA’s surveillance plan, including a fact sheet as well as monthly and fiscal year reports on the number of 

animals tested:  http://www.aphis.usda.gov/animal_health/animal_diseases/bse/surv_in_usa.shtml. 

http://www.cdc.gov/ncidod/dvrd/bse/
http://www.aphis.usda.gov/animal_health/animal_diseases/bse/surv_in_usa.shtml
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generally, occurrence of the disease is incredibly low and has declined dramatically since the BSE scare 

of the 1990s.  USDA reports that in 2011, there were only 29 reported cases of BSE worldwide.   For 

comparison, there were over 37,000 cases in 1992.
3
  This is very strong evidence that control efforts that 

have been undertaken internationally have worked and continue to be extremely effective. 

 

In addition to the BSE monitoring system already discussed, there are two additional key components to 

the U.S. program.  The first is the removal of all specified risk materials (SRMs) in processing.  All 

SRMs (materials such as brain and spinal tissue that would be most likely to contain the prions that 

cause BSE) are meticulously separated from products – meat, trim, edible organs – intended for human 

consumption.  This applies to all cattle regardless of age or condition.  Second, no ruminant by-products 

are allowed in ruminant feeds, and USDA routinely tests to insure compliance with this regulation. 

 

Now, on the possible market impacts of this event, I am going to go out on a bit of a limb here and say 

that I think the domestic market impacts will be minor – or at least short-lived.  There is some risk of a 

water-torture-type effect here where a constant drip-drip-drip of negative news (LFTB followed closely 

by BSE) wears on consumer sentiment.  But, overall, the irrational fear of BSE inspired by the 

legitimately awful events in Britain almost two decades ago seems to have faded.  If you doubt this, 

think back to the market reaction to the positive BSE tests in Texas (2005) and Alabama (2006).  

Honestly, how many of you reading this even remembered those tests?  They were, for all practical 

purposes, non-events in the domestic market. 

 

The real concern in terms of market impact is with export markets.  How will our major trading partners 

respond to a positive BSE test?  The Texas and Alabama events are less instructive there.  We were still 

exporting at a relatively low level, 

working our way back up from the 

first BSE event in late-2003.  Those 

tests may have delayed our return 

to normal, but we were exporting at 

such low level then, we didn’t see 

much, if any, additional setback.  

The situation is clearly different 

now.  The U.S. beef industry is 

now more export dependent than it 

has ever been, including before the 

first positive BSE test in 2003.  

Figure 1 shows U.S. beef export 

volume as a percent of total beef 

production for each year since 

1985.   

 

For 2012, USDA production and 

export forecasts indicate that 

almost 11% of U.S. production will be exported.  A disruption of beef trade is now extremely 

problematic for the market.  Hopefully, this week’s positive BSE test will not prove to be too much of a 

disruption.  On a positive note, so far our major trading partners are not indicating that they will take any 

official action to stop or curtail their imports of U.S. beef.  This is as it should be.  Nothing has 

happened to change our BSE status; and our monitoring and control system is working as it should.  On 

                                                 
3
 Data is from FAQs on USDA’s BSE webpage:  http://www.usda.gov/bse.  
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Figure 1.  U.S. Beef Exports as a Percent of Total Annual U.S. Beef Production 
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the other hand, we still don’t know how 

foreign consumers will react to the 

news.  And where are the consumers 

that we are most interested in?  Figure 2 

shows the top ten destinations for U.S. 

beef and beef variety meat exports (by 

value) in 2011.   

 

Consumers in Canada and Mexico are 

not as much of a concern – thankfully, 

given the tremendous value of beef and 

beef variety meats to those countries.  

Canada has obviously had much more 

experience with BSE than we have; and 

Mexican consumers did not show any 

inclination to panic after the previous 

positive tests in 2005 and 2006 – a time 

when Mexico was one of few major 

markets that we had access to.  The key 

issue from a market impact point of 

view will likely be the reaction of consumers in Japan and Korea (and to a lesser extent, Hong Kong and 

Taiwan).  The industry has worked extremely hard and done an exceptional job of building trust for U.S. 

product among those consumers since 2003.  Let’s hope all that effort pays off now. 

 

Now, if anybody still cares about LFTB, here is what I was going to say before all the BSE excitement: 

 

Beef Market Recovery? 

You don’t have to look very hard in 

the beef market to see the effects of 

the hatchet job on Lean Finely 

Textured Beef (LFTB).  The easiest 

place to look is in the market for beef 

trim – a subject that we touched on 

briefly in last month’s installment of 

this newsletter.  The spread between 

fresh 90% lean trim (fresh 90s) and 

fresh 50% lean trim (fresh 50s) really 

blew up in the weeks following the 

LFTB story.  Figure 1 shows the 

weekly price of fresh 90s and fresh 

50s going back to January 2011. 

 

We can get a longer run perspective 

by looking at the price of fresh 50s as 

a percent of the price of fresh 90s 

going back a few years.  This 

information is summarized in Figure 2. 
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Figure 2.  Top Ten Export Destinations for U.S. Beef and Beef Variety  

Meats by Value in 2011 

Data Source: USDA Foreign Agricultural Service 

Figure 1.  Weekly Prices for Fresh 90% Lean and 50% Lean Beef Trim 

Data Source: USDA Agricultural Marketing Service through LMIC 



Page 5 of 11 

 

Clearly, the market for fresh 50s took a 

pretty severe beating.  With buyers shunning 

LFTB, there were fewer places for fresh 50s 

to go, so their price dropped dramatically.  

On the other hand, following the demand 

fears caused by the initial shock of the story, 

prices on fresh 90s returned basically to the 

trend they have been on since the fourth 

quarter of last year – moving higher largely 

on the support of tight supplies.  One might 

argue that the price of fresh 90s would be 

even higher without the demand uncertainly 

caused by the LFTB story, but it’s hard to 

look at the price on fresh 90s in Figure 1 and 

say that that portion of the market has been 

hurt too badly.  That’s very good news in that 

it suggests that any impact on ground beef 

demand was short-lived.  Also supporting that thought is the fact that fresh 50 prices have rebounded 

substantially in the past week or so.  After bottoming out at just under $53 two weeks ago, the fresh 50 

price reported by USDA bounced back up to a bit over $68 last week. 

 

Last week’s Cold Storage and Livestock Slaughter report provided some information that fueled 

speculation about a beef demand slump in March.  Total beef stocks in cold storage at the end of March 

were almost 8% higher than the previous month in spite of the fact that the pace of production was about 

the same in both months.  It is also in spite of the fact that the warmest March in over 50 years had 

people outside and spending money at a much better than the normal seasonal pace.   On the price side 

of the ledger, wholesale beef prices fell substantially in March.  The Choice boxed beef cutout value was 

bumping up against the $200 mark at the beginning of March, but was well on its way to falling through 

$180 by the end of the month.  Prices at the retail level held up pretty well.  Choice retail prices 

improved a bit from February and the all-fresh beef price moved to a new record level at 496.6 cents/lb. 

 

Now that a pretty rough March is behind us, how do things look moving forward?  The stable – even 

improving – retail prices for March are an important bit of positive news, indicating that demand likely 

remains fairly resilient.  Frankly, consumers have been dealing with record high meat prices much better 

than a lot of us expected, especially considering the impact on household budgets of record gas prices 

too.  With gas prices expected to ease some over the coming months, with the LFTB mini-crisis mostly 

behind us, and with the supply side of the market remaining historically favorable, the market should be 

finding its footing.  In fact, over the past two weeks, the Choice boxed beef cutout value has improved 

considerably – adding over $10/cwt to get back into the high $180s. That’s not a bad start to getting 

things back on track.   

 

BSE Trade Impact: Measured Initial International Reaction to U.S. BSE Detection    

Keep calm and carry on. A public safety poster issued by the British government in 1939 during the 

beginning of the Second World War featured these words.  The poster’s intent was to raise the morale of 

the British public in the event of invasion.  This slogan seems especially relevant with regards to 

Tuesday’s announcement by USDA that a fourth case of bovine spongiform encephalopathy (BSE) had 

been confirmed. 

 

Figure 2.  Weekly Ratio of Prices for Fresh 50s / Fresh 90s 

Data Source: USDA Agricultural Marketing Service through 

LMIC 
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The initial response of the U.S. government, U.S. industry and U.S. trading partners has thus far been 

very positive.  It appears most are following the keep calm and carry on mantra.  

 

USDA has been quick to release initial facts and reassure consumers of U.S. beef, both domestically and 

internationally, that U.S. programs enacted to ensure food safety are working.  Officials stressed that the 

diseased animal never entered the human food chain and is an atypical case - a rare spontaneous case 

and not linked to contaminated food.   "Evidence shows that our systems and safeguards to prevent BSE 

are working, as are similar actions taken by countries around the world," said John Clifford, the USDA's 

chief veterinary officer. "This is directly attributable to the impact and effectiveness of feed bans as a 

primary control measure for the disease," he said.  U.S. Foreign Agricultural Service attaches overseas 

are reaching out to their counterparts and local industry officials to explain the facts about BSE and the 

safeguards put in place in the United States.   

 

The U.S. industry has done a good job of discussing the case domestically and internationally. Philip 

Seng, U.S.  Meat Export Federation (USMEF) president and CEO, reports that "we are already reaching 

out to our trade contacts around the world to reassure them that this finding is an indication that the 

system to safeguard the wholesomeness and safety of U.S. beef is working."  

 

Further, the intergovernmental World Organization for Animal Health (OIE) has stated that the case 

shouldn’t affect the U.S. status of “controlled risk” for BSE.  The big question then – is sound science 

and good outreach working?  So far it seems that it is.  Since the news of the detection broke, most 

major U.S. trade partners have communicated positively.  Here are the responses of major U.S. beef 

importers thus far: 

 

Canada 

The Canadian Food Inspection Agency said late Tuesday that the discovery will not affect Canadians as 

both countries have implemented science-based measures to protect animal and human health. The 

agency also noted that U.S. officials have confirmed that no part of this animal's carcass entered the food 

system. 

 

Mexico 

Mexico's agriculture ministry said on Tuesday it had no plans to stop beef trade with the United States 

after U.S. authorities confirmed a case of bovine spongiform encephalopathy, or mad cow disease, in 

California.  

 

Japan 

"There is no need for change," in Japan's import rules, Chief Cabinet Secretary Osamu Fujimura told 

reporters. 

 

There is no indication yet, how this news will effect recent negotiations related to increasing the age 

limit on U.S. cattle from 20 months to 30 months.  The Japanese Food Safety Commission started to 

discuss whether to raise the age ceiling on U.S. cattle to 30 months last December.  There is a strong 

likelihood that BSE detection could slow down these talks.   

 

Taiwan 

Taiwan's Council of Agriculture said it is looking into how Japan and South Korea are dealing with the 

news and it will consult with the OIE.  When asked whether the new case of mad cow disease would 
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affect Taiwan's policy on U.S. beef imports, Health Minister Chiu Wen-ta said his department will 

further discuss the issue before making any decision. 

 

Taiwan has had a light bulb policy on U.S. beef since 2003 - that is on again, off again.  Taiwan 

previously banned imports of U.S. beef in December 2003, re-opened its doors to limited imports in 

April 2005, banned imports again in June 2005 when a second case of mad cow disease was reported in 

the U.S. and finally resumed imports of certain cuts of U.S. beef since then.   

 

However, since lifting import restrictions due to BSE the final time, Taiwan has banned imports of beef 

containing the leanness-enhancing drug Ractopamine.  The Legislature was scheduled Wednesday to 

begin screening draft revisions to the Act Governing Food Sanitation aimed at lifting the Ractopamine 

ban, but the review was postponed because of the reported new mad cow disease case.  It would not be 

surprising if this new BSE detection would put Ractopmine ban reversal on ice, despite the lack of 

linkage between the two issues. 

 

South Korea 

The country’s Ag Ministry has said that “at present, Seoul has not taken steps to halt customs clearance 

of imported U.S. beef."  Korea is however, continuing to debate the issue. An official in the quarantine 

policy division told AP, “We are still reviewing whether we will stop quarantine inspections.”  Despite 

government action, South Korea's second and third largest supermarket chains – Home Plus and Lotte 

Mart – announced they will temporarily halt sales of U.S. beef.  Chung Won-hun, a Lotte Mart 

spokesman, said, “We stopped sales from today…not that there were any quality issues in the meat but 

because consumers were worried.”  

 

This is a presidential election year for South Korea and issues related to beef safety are often sensitive 

public issues.  If any country makes moves to put bans in place, South Korea would likely be it. 

  

EU 

EU says there is no impact on U.S. beef imports from mad cow case.  The European Union's executive 

said on Wednesday it did not intend to impose any particular measures on imports from the United 

States following the discovery of the country's first case of mad cow disease or BSE in six years.  

 

"The (European) Commission is satisfied that the new BSE case has been confirmed in the framework 

of the ongoing BSE surveillance system in the United States, which prevented this animal from entering 

the food chain," EU Commission health spokesman Frederic Vincent said in a statement, referring to 

bovine spongiform encephalopathy, or mad cow disease.  

 

Russia 

Reuters reports that Russia is not ruling out temporary restrictions on meat imports from the United 

States in response to the first reported U.S. case of mad cow disease in six years according to Russia's 

animal and plant health watchdog Rosselkhoznadzor. 

 

"We consider all options. In a case of serious threat, we will also consider the possibility of imposing 

restrictions. For now, we do not have enough information to make a decision," Rosselkhoznadzor 

spokesman Alexei Alekseenko said on Wednesday. 

 

This is a timely reminder that until Russia is officially part of the WTO it does not have to follow any 

international rules or guidelines when events like this occur.  Russia is slated to officially become a 
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member in July; however, if the U.S. does not restore permanent normal trade relations (PNTR) with 

Russia before that time, we will not be able to benefit from their membership. 

 

Conclusion 

The continuation of information and outreach by the U.S. government and U.S. industry will be critical 

in the coming days.  Additional information on the international reaction will be provided if any major 

changes occur.  International trading partners often react in kind to the U.S. domestic reaction.  So… 

keep calm and carry on. 

 

Energy Update:  The 4.5% Oil Indicator          

With crude oil prices at approximately $104 per barrel and world crude oil prices at approximately $120 

per barrel, U.S. consumers are feeling the pain at the pump with gasoline prices over $4 per gallon.  It 

remains to be seen how long the overall economy can withstand high oil prices at these levels.  

However, if history serves as any reference, the consequences do seem to follow a symbolic trend.  

When the cost of oil relative to global output goes beyond 4.5 percent, the world has experienced a 

global economic slump.  Currently, this number is 5.5 percent, or at levels not seen since the early 

1980’s.  This section will address the concept of the “oil indicator” and will provide a historical 

perspective of what this indicator has meant from 1965 to present. 

 

Analyzing historic oil prices relative to global economic output in Figure 1, every time that the cost of 

oil relative to global output has hit current levels the results have been during a period of a global 

economic slump.  Currently, oil consists of approximately 5.5 percent of world gross domestic product.  

Since 1965, the world oil expense share of world gross domestic product has averaged 3 percent.  

Following the same time period since 1965, this average has only exceeded 4.5 percent during three 

periods: 1974, 1979 through 1985, 2008 and now for 2011.  The first three listed time periods all have 

something in common – they have all experienced stern global recessions and substantial oil price 

shocks. 

 

From 1973 to 1974, 

international oil prices 

increased substantially 

from $3.29 per barrel to 

$11.58 per barrel, a 252 

percent increase.  Oil 

prices skyrocketed from 

1973 to 1974 after an 

Arab oil embargo in 

response to an Israeli-

Arab war disrupted oil 

flows which brought 

about panicked buying.  

Approximately 5 years 

later, in 1979, the Iran 

revolution began cut-off 

of much of the country’s 

oil output and brought 

about a long and enduring 

war between Iraq and 
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Iran.  From 1978 to 1979, international oil prices increased substantially from $14.02 per barrel to 

$31.61 per barrel, a 125 percent increase. Finally, we all remember 2008.  In 2008, a housing crisis, 

speculative buying of new debt and a major increase in commodities brought about a recession and 

international oil prices peaked just below $150 per barrel.  From 2007 to 2008, average international 

prices for oil increased from $72.39 per barrel to $97.26 per barrel, a 34 percent increase. 

 

And now we move on to 2011.  In 2011, oil prices increased 33 percent due to Middle East and North 

African market uncertainty, the loss of 1.6 million barrels of Libyan oil to the global marketplace and 

rapid economic growth from emerging countries such as China, India, Brazil and Russia.  Ending 2011, 

the share of oil to the world gross domestic product was 5.5 percent and international crude oil prices 

have averaged $111.26 per barrel. In order to keep this share of oil to world gross domestic product 

under the 4.5 percent threshold, international oil prices would need to be $90 per barrel, which would 

need to be a 19 percent average decrease in international oil prices to reach this level given current 

global consumption and economic output levels. 

 

So, what will the oil indicator look like for 2012?  So far, the news hasn’t been in favor of lower oil 

prices. International crude oil prices have averaged $119 per barrel and have averaged in the mid-$120 

range for most of April.  The direction of oil prices will be highly dependent upon what Iran decides to 

do with the direction of its nuclear program.  Barring any unexpected global events and under the 

current environment, I expect to see the oil indicator near or just above 5 percent for 2012. 

 

Overall, the message that I am trying to convey is quite simple and obvious.  Oil prices are putting 

unsustainable pressure on household expenditure.  Regardless, oil prices must and need come down.  

Now, will oil prices come down by means of the dreaded “r” word?  I don’t think they will as I think the 

global economy can withstand current oil price levels in the short-term, but oil prices must come down 

to ease the burden on household expenditure and the energy intensive economy in general for the overall 

long-term.  

 

Gasoline Price Affect on Household Income: A State-by-State Approach 

There is without a doubt that $4 per gallon gasoline puts a strain on an individual’s income.  Currently, 

the price of retail gasoline is averaging $3.90 per gallon which is about a $0.02 per gallon retreat from 

the start of April.  Even though national gas prices have slightly retreated over the course of April, eight 

states and the District of Columbia are experiencing gasoline prices over $4 per gallon.  Hawaii leads the 

United States with the nation’s highest price at the pump at approximately $4.62 per gallon followed by 

Alaska at $4.36 per gallon.  In the lower 48 states, California holds “top honor” with gasoline prices 

averaging $4.22 per gallon.  Wyoming holds the nation’s lowest average gasoline price $3.64 per gallon, 

followed by Missouri at $3.66 per gallon. 

 

Let’s take this a step further to demonstrate the effects higher gasoline prices have on household income 

by region and by state.  The median household income in the United States is $49,445.  For 2011, the 

national retail price for gasoline averaged approximately $3.52 per gallon.  At $3.52 per gallon, the 

typical U.S. household would spend about 7.8 percent of its annual income on gasoline.  From the 2011 

average, gasoline prices have increased approximately 11 percent to approximately $3.90 per gallon, 

creating a further strain on the pocketbooks of consumers.  With gasoline prices averaging $3.90 per 

gallon, the typical U.S. household would spend approximately 8.7 percent of its annual income on 

gasoline.   

 



Page 10 of 11 

 

For most U.S. households, there is no substitute for gasoline.  Many economists indicate that every $10 

drop in the price of a barrel of oil increases economic growth by 0.2 to 0.3 percent.  However, don’t 

forget that high oil prices just don’t affect consumers, but they also affect many industries reliant on oil 

such as agriculture, transportation and manufacturing.  In addition, gasoline prices also affect consumers 

based on the region and state where they live.  

 

From Figure 2 below, gasoline prices in the Pacific region (shaded blue) are currently the highest at 

$4.28 per gallon followed by the Northeast region at $3.97 per gallon.  However, due to higher median 

incomes, the Pacific and Northeast regions are not as negatively impacted as other parts of the country.  

In fact, consumers in the Delta States (shaded gray) have the highest percent of income going towards 

gasoline at approximately 10.7 percent followed by consumers in the Southeast region at 9.8 percent. 

 

From state-to-state, the 

highest percent of income 

dedicated to gasoline 

comes from the state of 

Mississippi.  Table 1 

provides state-by-state 

median income averages 

for 2011, current state 

gasoline price averages 

and the percent of income 

dedicated to gasoline.  The 

percent of income going 

toward gasoline in 

Mississippi is 

approximately 2.3 

percentage points higher 

than that of the U.S 

average of 8.7 percent.  

Gasoline prices in 

Mississippi are actually 

$0.12 per gallon below the 

United States average, but the median income in Mississippi is 23 percent below the average median 

household income in the United States.  On the other hand, the state winning top prize with the lowest 

percent of income dedicated to gasoline reigns from the Northeast with New Hampshire holding top 

honors.  Similar to Mississippi, gasoline prices in New Hampshire are below the U.S. average gasoline 

price, but unlike Mississippi, the median household income in New Hampshire is 35 percent higher than 

the United States average. 

 

Regardless of which state you live in, the consensus is that gasoline prices are putting a severe pinch on 

household income.  And it’s come as a surprise for many in 2012.  Since the beginning of 2012, weekly 

U.S. gasoline prices have increased 19 percent – and this is just over a four month period!  To reiterate, 

the direction of crude oil prices, and therefore gasoline, for 2012 will be highly dependent on Iran and 

the direction of their nuclear program.  However, consumers may see some easing at the pump due to 

higher gasoline prices leading to decreasing demand.  Nevertheless, filling up your vehicle at a gas 

station this year may not put a smile on your face – but when is filling up your vehicle at the gas station 

ever a satisfying thing?  

Gas Prices = $3.74
% of income = 9.1%

Gas Prices = $3.83
% of income = 8.8%

Gas Prices = $3.88
% of income = 9.6%

Gas Prices = $3.81
% of income = 9.8%

Gas Prices = $3.80
% of income = 8.4%

Gas Prices = $3.84
% of income = 8.5%

Gas Prices = $4.28
% of income = 8.5%

Gas Prices = $3.80
% of income = 8.6%

Gas Prices = $3.97
% of income = 7.7%

Gas Prices = $3.78
% of income = 10.7%

Figure 2:  Average Gasoline Prices and Percent of Income to Gasoline by U.S. Region. 



Page 11 of 11 

 

 

 

Median 

Household 

Income

Gasoline 

Prices

% Income 

(Gasoline)

U.S. 

Average 

(+/-)

Alabama 40,976$           3.79$          10.2% 1.5%

Alaska 58,198$           4.36$          8.2% -0.4%

Arizona 47,279$           3.87$          9.0% 0.3%

Arkansas 38,571$           3.76$          10.7% 2.0%

California 54,459$           4.22$          8.5% -0.2%

Colorado 60,442$           3.90$          7.1% -1.6%

Connecticut 66,452$           4.17$          6.9% -1.8%

Delaware 55,269$           3.89$          7.7% -0.9%

District of Columbia 55,528$           4.16$          8.2% -0.4%

Florida 44,243$           3.93$          9.8% 1.1%

Georgia 44,108$           3.82$          9.5% 0.8%

Hawaii 58,507$           4.62$          8.7% 0.0%

Idaho 47,014$           3.78$          8.8% 0.2%

Illinois 50,761$           4.07$          8.8% 0.1%

Indiana 46,322$           3.92$          9.3% 0.6%

Iowa 49,177$           3.74$          8.4% -0.3%

Kansas 46,229$           3.70$          8.8% 0.1%

Kentucky 41,236$           3.90$          10.4% 1.7%

Louisiana 39,443$           3.80$          10.6% 1.9%

Maine 48,133$           3.99$          9.1% 0.4%

Maryland 64,025$           3.96$          6.8% -1.9%

Massachusetts 61,333$           3.91$          7.0% -1.7%

Michigan 46,441$           3.91$          9.2% 0.6%

Minnesota 52,554$           3.76$          7.9% -0.8%

Mississippi 37,985$           3.78$          10.9% 2.3%

Missouri 46,184$           3.66$          8.7% 0.0%

Montana 41,467$           3.78$          10.0% 1.3%

Nebraska 52,728$           3.83$          8.0% -0.7%

Nevada 51,525$           3.97$          8.5% -0.2%

New Hampshire 66,707$           3.87$          6.4% -2.3%

New Jersey 63,540$           3.80$          6.6% -2.1%

New Mexico 45,098$           3.79$          9.2% 0.6%

New York 49,826$           4.15$          9.2% 0.5%

North Carolina 43,753$           3.89$          9.8% 1.1%

North Dakota 51,380$           3.84$          8.2% -0.5%

Ohio 46,093$           3.77$          9.0% 0.3%

Oklahoma 43,400$           3.67$          9.3% 0.6%

Oregon 50,526$           4.08$          8.9% 0.2%

Pennsylvania 48,460$           3.97$          9.0% 0.3%

Rhode Island 51,914$           3.98$          8.4% -0.2%

South Carolina 41,709$           3.71$          9.8% 1.1%

South Dakota 45,669$           3.81$          9.2% 0.5%

Tennessee 38,686$           3.77$          10.7% 2.0%

Texas 47,464$           3.81$          8.8% 0.1%

Utah 56,787$           3.72$          7.2% -1.5%

Vermont 55,942$           3.98$          7.8% -0.8%

Virginia 60,363$           3.88$          7.1% -1.6%

Washington 56,253$           4.13$          8.1% -0.6%

West Virginia 42,839$           3.94$          10.1% 1.4%

Wisconsin 50,522$           3.86$          8.4% -0.3%

Wyoming 52,359$           3.64$          7.6% -1.0%

     United States 49,445$           3.90$          8.7% 0.0%


