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4VQP.com Frequently Asked Question (FAQ) 
w/ response by: Jack Muellerleile
__________________________________________________
· Question: Big Oil posted record profits for the first and second quarters of 2003. Are refiners cheating the system? 
ANS: No, not in our opinion. And not in the opinion of most knowledgeable industry watchers. Sure, Big Oil has enjoyed high refinery margins and have reported to their shareholders that the resulting increased profits were mainly due to "higher West Coast margins". Visit the oil company web sites to verify this or see spreadsheet comparisons prepared by AuTOCA by clicking here on Big Oil Profits . Some ask, "Are refiners 'artificially' raising prices?" We think not. In a recent "Talk Back feature", CSPDaily News readers were asked to share their opinions about this topic. To see what some of its readers had to say including 4VQP's Jack Muellerleile (access link & scroll down to "Underlying Truism"), click now on Talk Back: Cheating the System? 

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
Talk Back: Cheating the System?
Sept. 9, 2003

Are refiners artificially raising prices?
Broken out from the above mentioned printed survey of responses from CSPDaily News readers are the following from Jack Muellerleile:

Underlying Truism

 
There is nothing “artificial” about the many ways refiners are raising prices wherever and whenever the chance presents itself. Refiners are committed to maximizing their shareholders’ return on investment just as is any other publicly traded business entity...and nearly all privately held businesses.

 

Wherever the opportunity to increase the bottom line exists, we can be sure oil companies will consider every conceivable means of pursuing same. This underlying truism underscores every executed right action designed to increase revenues or decrease operating expenses. It guides their thinking vis-à-vis industry consolidation activity; market withdrawals; cooperative supply agreements; units added to their surplus properties lists; product pricing; dealer rent policies; dealer service levels; credit and collection policies; legal liability positions; customer/dealer/wholesaler/public/government relations policies; and so forth.

 

And why shouldn’t they behave in this manner? Is this not an integral part of our free enterprise system? Do we want it any other way? Do we really want government controlling the decision-making of this absolutely essential industry that is our nation’s lifeblood?

 

Well, consider how efficiently government spends our tax dollars now. Consider the results achieved by government spending. Are our children receiving a quality education making them competitive in the world job markets? I think not. Are our borders secure or do millions of illegal immigrants transverse them almost at will annually then line up for the freebies handed out by our government? Are our roads in top-notch condition? Are they competitive with the surface lots at most gas stations? Does our nation’s electrical grid perform efficiently while also preventing brownouts and blackouts? Is it competitive with the electrical systems at privately owned facilities designed by private individuals but dependent upon an uninterrupted supply of power at the parcel’s utility stub-in?

 

No, as a system lacking annual performance reviews vs. minimum acceptable standards, padded by outrageously high pension programs bestowed upon individual state/county/federal workers who merely “hang in there for the prescribed timeframe,” never risking anything, never “going out on a limb” trying to achieve maximum added value for the taxpayers’ dollar, government will never ever perform as effectively as folks engaged in free enterprise who are motivated by the certain need to earn a profit in order to continue in existence.

 

For those of us in small businesses, the trick is to know your customer and to be alert in identifying trend then do some “scenario planning” in order to forecast where things are going to be at least five years down the road. Thereafter, armed with this reasonably well-constructed model of the future, the savvy businessperson conducts today’s business affairs as though that future is already here.

 

By reviewing and updating the adopted strategic plan annually based upon new knowledge gained during the year just past, savvy forward-looking owner-operators will usually stay five years ahead of the curve. They won’t fear what the vast majority of the competition is doing because they will be able to instantly neutralize every competitive threat thereby taking all the wind out of their sails. Their business will thrive while others will fail or merely survive.

 

Regulation of the petroleum industry as proposed by California Lieutenant Governor Cruz Bustamante would be an absolute disaster! He is either totally lacking in knowledge of this industry or is relying upon advice from folks who know nothing of same, or both.

 

J.R.”Jack”Muellerleile

Cypress, Calif.

 

