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Paying for Gas Is Awesome  

Psst. We’re going to let you in on a little secret. Paying for fuel doesn’t have to be painful. It doesn’t 
have to be a necessary evil or “the cost of doing business.” There is a market inefficiency that most 
of us have been blindly following for years. And with a little thoughtfulness and transparent data, you 
can flip averages into actuals — a pain in the butt into a competitive advantage.

So, what is the cost of fuel to your business? In 2016, fuel represented 22 percent of transportation 
budgets. More recently, it’s hovered around 20 percent to 25 percent, depending on the marketing 
dynamics of any particular day. Over the last 15 years, it has dipped as low as 18 percent and climbed 
all the way up to 40 percent. Fuel for many shippers represents the second largest expense in 
transportation — and it’s incredibly volatile. 

In the transportation industry, the traditional baseline for fuel cost is based on the U.S. Energy 
Information Administration (EIA, of the Department of Energy) Gasoline and Diesel Fuel Update 
published once a week. It’s based on a retail sample of the cost of fuels across the country. It’s a 
single fuel price that is typically used by shippers to reimburse all shipments transported within a 
particular week. With 50 states and numerous regions grappling with fluctuating circumstances, 
variables get overlooked and discarded in this system.
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THE FOUR DISTORTIONS OF THE APOCALYPSE 
Shippers need to find better ways to manage and take control of their fuel expenses. Heather 
Mueller, vice president of new client experience at Breakthrough Fuel, says her company examines 
the effect of four specific “distortions” that aren’t accounted for in the Gasoline and Diesel Fuel 
Update: time, tax, price, and geography.

When these distortions are broken out and compared to the national retail sample, Breakthrough 
Fuel sees some significant discrepancies. Obviously, it’s easy to imagine the difference between 
a weekly sample and daily prices. However, the difference, or spread, gets more significant — “a 
wide gap,” as Mueller describes it — when the wholesale price of fuel is taken into account. If fuel is 
consumed in a rail application, over-the-road taxes are not applied, and the spread expands. There 
are even instances when, depending on where in the country freight is being moved, compressed 
natural gas (CNG) becomes more efficient in commercial transportation (CNG has a much more 
stable price point as well). Taken in aggregate, there are a lot of efficiencies to be unearthed 
through a more careful examination of fuel prices.

• The time distortion is attributed to the shift in fuel prices that occur on a daily basis. When the EIA’s  
 fuel price is updated only once a week, its numbers become outdated quickly. 

• The tax distortion takes into account not just the fuel taxes that carriers pay at the pump, but also the  
 miles that they travel throughout each state. When adjusting for tax, shippers often take into account  
 only the places where refuels happened to take place. A more complete cost assessment takes taxes  
 for all locations where freight actually moved into account. 

• A well-managed fleet buys its fuel at a much better rate than retail prices. So, when considering all the  
 variables in obtaining a “retail sample,” there is a price distortion.  

• Finally, geographic distortion comes into play with the obvious variances in fuel prices from one area  
 to another. The cost can look very different downtown compared to the suburbs, let alone between,  
 say, Pennsylvania and Florida. 
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MARKET BEHAVIORS
Breakthrough Fuel examined the fuel market over the past 12 years and separated its behaviors 
into four different categories, or phases. 

Phase 1 started in 2006, when there was concern of an impending fuel shortage. Fuel prices rose, 
leading to a peak oil phase. 

“We were worried that we were getting close to pulling all of the fuel available out of the ground,” 
says Mueller. “And we were worried about what would happen if there was a supply shortage.” 

This phase led to escalating prices up until about 2008.

Phase 2, a fuel market, was driven by the financial crisis. Fuel prices, along with many other items, 
plummeted. The price of fuel dropped sharply through the beginning of 2009.

In phase 3, a challenged market equilibrium started as the market began to correct itself and build 
back up. 

“Fuel prices largely were influenced by supply and demand, and those market forces were pushing 
against each other for relatively range-bound fuel-price behavior,” Mueller describes.

By 2015, fuel prices significantly decreased again into a fourth phase: a supply-driven market. 
Innovation led to increased fuel production in the United States. The country was beginning to 
produce more oil. 

“We found ways to bring down the breakeven price point for a barrel of crude oil,” Mueller explains. 
The price point today hovers around $37 in the least expensive region of production in the United 
States.

During the peak oil phase, the spread between the weekly retail average and a national average 
of the real value of fuel with all distortions taken into account was right around 18 to 19 cents per 
gallon. As the country moved into the fuel market in 2008, the spread increased to about 22 cents 
per gallon. Fast-forward to today, and the spread sits at about 30 cents per gallon. Again, this is a 
national average. Depending on location, the spread can grow to as much as 36 cents per gallon.

“One of the things that we think has really influenced this fundamental change in spreads, from 
hovering around 20 cents to 30 cents, is consolidation of fuel providers,” Mueller posits. As truck-
stop fuel providers consolidate competition and market share, there also appears to be an increase 
in spread and the margins the remaining fuel providers enjoy.
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THE CURIOUS CASE OF HURRICANE HARVEY
Hurricane Harvey made landfall in late August of 2017, inflicting $125 billion of damage in the 
Houston metropolitan area. Over four days, more than 40 inches of rain fell, which led to flooding 
in hundreds of thousands of homes displacing more than 30,000 people. Astonishingly, fuel prices 
in Texas were not as dramatically affected as those in the southeastern United States. The reason: 
complications in the delivery of fuel via the Colonial Pipeline as a result of Harvey. 

The Colonial Pipeline carries more than 3 million barrels of gasoline, diesel, and jet fuel between 
the U.S. Gulf Coast through the Southeast to the New York Harbor area. A disruption to the flow 
carries great implications for all recipients downstream. Right after the events of Hurricane Harvey 
unfolded, fuel prices in the Southeast expanded higher than fuel prices in Texas — the actual site 
of the disaster — and remained elevated through the rest of 2017.

Any national average of fuel cost would not have adequately captured this phenomenon. The 
trickle-down effect is that carriers in the Southeast that were using a national average were not 
properly reimburse for their fuel expenses during this time. 

“Reimbursing carriers more accurately — geographically and meteorologically — when prices 
significantly change like this is incredibly important,” Mueller states.

In another case that wasn’t necessarily a lead news item in the national news, there was a fire at 
the HollyFrontier refinery in Utah that created not only an immediate impact, but also ongoing 
refinery maintenance and unplanned outages throughout a significant portion of 2017. Fuel prices 
surged on and off quite noticeably in the Utah and Idaho region — an area that isn’t particularly 
known as a very high cost-of-fuel area, but indeed, it became one during that time. 

These two stories, one of weather impact and one of 
refinery impact, illustrate how important it is to understand 
how prices behave in different areas of the country. The 
national average simply does not capture the nuance of 
everything that can happen in the fuel supply chain to 
create very different price experiences.
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TAXATION WITHOUT GEOGRAPHIC REPRESENTATION
California is one of the highest fuel tax states in the country at nearly 80 cents per gallon (when 
combined with federal tax); Oklahoma was the lowest. However, with a recent 6 cent tax hike on 
diesel, Oklahoma ceded its title as “lowest in the nation” to Missouri. By the time you read this, 
things may have changed again. The point is, taxes across states vary wildly and are fluid, thus 
tricky to quantify and average out at any given time.

Knowing fuel is a large and volatile expense and having access to transparent fuel cost data can 
lead to opportunities where alternate strategies become more viable, geographically, along the 
supply chain. A targeted CNG application may begin to make more sense in regions where the 
cost of traditional freight transport is prohibitive, such as California or Pennsylvania. A closed-loop 
network around the Port of Los Angeles, for example, may be a smart place to include alternative 
fuel strategies — not just for economic reasons, but for emissions compliance as well. With reliable 
data, piecing together intermodal movements — the use of two modes of freight, such as truck and 
rail, to transport goods from shipper to consignee — can lead to reduced emissions by as much as 
40 percent, according to Mueller. Combined with cost savings, this becomes the smart play.



“It is a no-brainer.  The service basically 
pays for itself in fuel savings alone.”

-John Kennedy, Operations Manager, 
Art Newsome Inc

6 | Spireon: Cost of Fuel

MAKING FUEL A TRUE PASS-THROUGH COST
Businesses talk about finding efficiencies all the time. It’s the “do more with less” corollary. Fuel 
cost is the next great bastion of efficiency for the transportation industry. An index-based approach 
to estimating real fuel costs takes into account all market distortions and phases. And with all taken 
into consideration, shippers and carriers will have a better grasp on their particular situations. 

Similarly, telematics technology offers greater insight 
into how efficiently fuel is consumed. Accurate fuel 
reports, true odometer reports, and something as 
simple as making sure a truck isn’t running during 
downtime can make a world of difference that 
significantly reduces fuel bills.

Armed with these insights and technologies, shippers and carriers can make fuel a true pass-
through cost. With transparent data, fuel reimbursement becomes fair and equitable for all parties 
involved, the greatest impact of which occurs when shippers reimburse carriers for the actual 
fuel they consumed the day their freight was moved, the taxes they were exposed to along that 
route, and the different regions over which they navigated. Looking at actuals instead of averages, 
generalizations are thrown out that don’t account (or compensate) for anomalies in refinery 
outages or natural disasters. Instead of fuel cost being a necessary evil, it becomes a competitive 
advantage for those that manage it thoughtfully. 

For more information on turning fuel costs a competitive advantage visit www.spireon.com/fleet-management or 
call one of our friendly experts at 800.557.1449.

Heather Mueller was the featured guest speaker at “The Real Cost of Fuel: True Costs and Not Just Averages,” 
a recent webinar hosted by Spireon. To see the upcoming slate of Spireon webinars featuring fleet and trailer 
management, visit spireon.com/webinars.


