Chapter 4

What is Demand?

Male Reporter: The oil prices hit another record high today, closing above $72 a barrel and the president of Iran said, in effect, “You ain’t seen nothing yet.” The price of gasoline is rising about a penny a day of late and the pennies are adding up. Two months ago you could fill a 15 gallon tank for less than $34; today it’s going to cost you $42. Fill up once a week and that’s an increase of nearly $437 a year.

In some places like this station in New York City, regular is already well over $3 a gallon. High fuel prices have a lot of drivers thinking about trading in those gas- guzzlers. If that is you, Detroit would like you to consider a Flex-Fuel vehicle. Here’s our business correspondent, Anthony Mason.

Anthony Mason: The ultimate Flex-Fuel vehicle.

When GM unveiled its new Chevy Avalanche this year, they drove it through a giant box of popcorn because, like many new Flex Fuel GM vehicles, the Avalanche can run on either gas or E85 ethanol, a corn-based fuel.

GM’s even putting its money behind a national ad campaign, urging Americans to live green, by going yellow.

Bob Lutz: We really think it’s the answer to a national need.

Anthony Mason: Bob Lutz is GM’s vice chairman.

Is this part of the overall business plan now, or is this window dressing?

Bob Lutz: Oh no, we are very serious about this and we’ve made the investment for the vehicles. We are prepared to convert more and more of our fleet…

Anthony Mason: Together, GM and Ford planned to make nearly 700,000 Flex-Fuel vehicles this year. Add that to at least five million already on the road. The problem isn’t production; it’s where do you fill them up?

The Handy Dandy service station in Fort Wayne, Indiana, began offering E85 this year, advertising it as American made. But manager Jessica Angel admits.

Jessica Angel: At this current time E85 is not selling very much.

Anthony Mason: Because E85 can be more expensive than gas and less fuel efficient.

Male Speaker: It ran out a lot faster than regular fuel. It seem like you didn’t get more miles to a gallon than you do regular.

Anthony Mason: And of the 165,000 gas stations in the country, only 650, mostly in the Midwest, now sell E85. That’s expected to grow to 2000 by the end of the year, but Lutz says, they need more.

You need help from the oil companies?

Bob Lutz: We do because the ethanol business doesn’t own any pumps.

Anthony Mason: But American automakers aren’t waiting. That’s a mistake they made with hybrids, and the Japanese left them in the dust.

Female Speaker: Everyone said hybrids were nothing but a marketing plan, and look at what Toyota has done. We made fun of them when they first came out.
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