-

rrali*e thefyatentiala fully iq, hovevrx, nct easy.

Anv inVﬁgtaestt;if 1s 15 to be pradnctive, neceﬂsitwtes

A nund appreaeh, The poaitiva effertg of the ucvernment

to induﬁtriaiiserthe nation 8 ecoaony, ard its uhtiring

icrss te a§11ftw*he stnndar« af livinv ct its peovle
hqvo certainly aada the future very bri- ht, pﬁr;iculﬁrlv
=0 for the petrolenﬁ 1ndustry. VHovever, a little
xe”lection will bring ‘the cons ciousness back to those
vho arn aluaya 1aelincd to holé this optimistic view.
"h1° partieulnr 1ndustry has been characterised by
very keen coapetition, and perhans over-saturation of
participnnta, There are 5 rival companie«, Esso, Shell,
Caltaxg “obil ahd B. P., for a relati»ely small country
like Malaysia.‘ hish the preqpnt polic of the Covernment,

there is no suarnntao Lhat new compeiitors will not

enter the 1nduatry at all. As such, a sourd marketirp

Philoaophy and a raalirtic approach towards the {ndustry

he basic e«sentiels fox quccrnsful jnvestments.

ﬁr &ppr31  l‘of Ihermethod adopted by usao in jts retail

: tharefora, appwopriAte.




xlnﬁth’~°°°r§° of ’**15*1ﬂg this exercise,

one wvuld acr%ﬁialy netiee the adoptien of & special

retail fnnctieao Tha company does not, actually sall

to the fina aeeasuners directly, but throurh an

1nterasdi&f¥7 
the questin

1%&@ retail outlet dealcrs, Perhaps

mqy}be raiesd‘ 1s not the retail salaa

functioarat §h }enumany rednndant or unnecessary?

The ﬂetailgSales D@ﬁartaant does not perform the

retel ing j ;ctien one wcnld expect it to; neither
o the retarais&lasaen of the company perform the

uaual taak of aelling direetly'tc the final

consumera., In ?etroapeetion, one would realiaer

that the unusnal type of rahailinw in the natroleum
Husiness necessitates this unique nrature cf reteil

,ales functicn, haviny repard to the very keen

competition 1n this particular induqtry and to the

1act that direct sellinf by the comnany 1o thc final
al, as this would mske

éﬁ consumars 15 simnly imnrﬁcth

k th ‘%3138 mctiaﬂ so enomauely h(\aVV fhﬁt effective

ﬂxecution of the retaii sales developmant propramme

?hua, the funct:on of diract

LERNRAEY ik e o

may be cur%cilod.

qelling to tha final consumﬁrs is deles: ‘ted to the

O L

retail outlet operators. The Retail Uales uenartment,

‘facentrates on the fun

: of retail
tharefors Ctlon

extent, and the




,gdevelopnent of the retail market.;
e r@t&il 6%$la%s‘trs‘slao made ht?hly csmpetitive :

0 as to berin*ae ‘rdance with the concept of

~f,rchandiaahle‘,untlst and the oneratorq or dealers

nad to pﬁrform the retailiﬁg jab

*Xrough the éﬁﬂ' r tra1n1ng prarramme. J;uch a

ercugh;p ﬁﬁi&g_vith,wﬁllscaaréinatsd functieas o

'= rreatly aaablaé the ccmnany to achieve successful

”?frﬂtigngj n the retail businﬂ%% of the prtrolgun

- Turniag to thn ccmnany a policy of investing,

a5 i9r~as passibla, lr th( assured type of retail

Hutls ts, the writer haa but this to comnert. it is;~
in relatiom tc the marketinr conCspt of the company

ana ita retail sales function, most consictent and well
thosen courso of action.¢ Through owrership of land

or building ar both, or through lease or other contractual
“vreementa, the compahy is assurpd of the desired

channel of distribution throuwh whzch its nrcducts can

0. the final consu- ers at all time.

he exposed nﬁd sold t

:fni‘tﬁﬁt 5uch 1ine of action has rot been sdopted

Qeapany has to rely ma:nlz ~n the dealer-

an-asaured outlets to @iatribute
'“Aconaamersi a situati n may arise
rcuwh 50me unified actxon,

’ p§T§;and refuse to aell its products




or adep&,s genaral‘boyeett apaingt the comnanv Gue to some
;ransaetiﬁmjrnet'aeeeptable to the 6ealnre in gsnsrai;
lhen ths gasiti@a of the company in the industry would
cartainly bakgraatly 3eopardiseﬂ€2 An cven worse |

«ituation Hﬁ?ﬁﬁ?i%i if th? dealers decids tﬂ tnra to

'f{ s rivsls anﬂ markot their products. L”

cample%é ealla‘sa af the company is niinﬁmmvinable._a

The farsi:hﬁednasq af the camnany iﬁ its investments

in the. aﬁsuredatyne of outlets has crrtainly placed it

iﬁya¥ f<f fy p@ﬂtaeted position: a*aiﬂct such an .

eventu&liﬁy.  “Q;LiuVr;;

Since 1962 ﬁot a qirﬂl@ retﬂil outiet bﬁilt
by the company has been clospd down for bnqinesq. Such
a phenomenal feat alone is enouvh to reflect ths soundness
of thg approaeh tawnrds the ﬁakinv of irve~tments in
retail trade. This may be attributabln to the excellent
prﬁgrauaiag ef site gelection and ovalua ion. 41l the
factora relevant ta such selsction ang «valuation =
economie chaxaeteristics of ths tradin- area, traffic

arteries snd truffic exposure, economic enviropments

of the tra 

‘mg area, as well ss the station's layout

jtuation is hizhly impossible,
‘fti plye Already in a certain
”‘"'\q have cnntemplated the

Y-5' aasociation. To the

tef ‘committee had already beer




and design #cessibility arﬁ viaibilitv, ete. -

ape takenﬂ*ntc eﬁﬁaidﬁration. ﬂevarthﬁless the analyvis

is not withautfits ahortcominvq.:rcan"aii the necessary

‘nfsrmatiou bc abtainrd? It 4s apparant that aome

5nformatiﬁﬂ i&:hard ta com! by, and- ,cvr s ¢ 1ma1y

non-exiat«_ f can the perwen enﬂaped 1n aite selpctian
and evaluatieﬁ find au% the are lev:l of the cenqumers;
their incame 1avel or the: nuﬂher of vehicles per
housahold? 3tati¢tics nprtainin? to a particular area
are definitely scafce, or even nnt available. What ne
tha*na ara easfntially wuesses or &pnrOXiﬂate data only.
There is thus a lack of objeetive date for agsesing

the deeirability,of an area for developwent into a

retail outlet. lhe true picture of the area is liable

to be distorted.

o The priﬂary inqtrnment for justifyine any
aropoaal is ‘the Retail ‘Outlet Proposal Analysis (or
c<mmon1y knoun ‘as BGD-12) with a supplemcntary Discounted
Cash F‘low Anﬁlysis. Obviously the validity of these
analyggd hﬁngen heavily on the estim:ted vnlunme of
sales of tha prﬁpOSEd retail outlet. Unless the estimation
of the volume potential ‘§g realistic and ~cnuine, these

analyaat?cannat be reliad upon. The imoortance of

havigg‘ imate of volume pctential canrot

1;1 the m}«ﬂ - 12 the ma 3.'\ Criterion

af?i tificatio  1 kthe’%imple rate of retarn on 4nvestment




basad eu tha saconﬁ-yanr pcrformanca. Surély, ths
raturns tbr the EﬁbSGQUQﬁt yeers will differ from the
qacand yaar's returr. Althsugh the returna on investment
for ithe suhsaqunnt years car, in o wayk be,said to have
been takea cata af by ,h» growth rates of th@se ysara,
it is doabtful as o the validity aﬂd aoplicabilits uf
fhe vraﬁth ?ﬁtes.l Tne ,rﬁwth rataﬂ m&y have fereral |

anpiieahility. ha* csrﬁainly “hey canrut be used with

absolute‘accurﬂay and reliatility in svery snec*fic

situatiaﬁi,

& alight anamaly in the DCF snalysis has also
been | ébservud; kThe uﬂual ‘procedure for determinine the
roqidunl valua at the ond of the twentieth year ig to
douhla hv original value of invpat1ﬁrt€3 The reason
for doublinﬂ the orlginal value of investmont is that
after twenty years “the gtation will still be there
- a too optiﬁiatic view perhaps. ijoreover, if the
9tntian has ﬁct ‘been built, the same amount of investment

will hnve to ba made if the compan} decides to invest

in tha area attar twenty yeers' time. Lhus the value

of the atatian will aaaunt to twice the oricinal amount

of inveatmsnt if the 1nvestment is made NOW. The

‘”Tho writer was tausht by the company to
nt in order to

daﬁblsjﬁhe

{pinal amount of investme \
arrive at . th ‘residual value at the end nf the twentieth
ear, The iter'regrats that the explauatiankcannot



oxplanaeion is entirely unnceeptabla to tha writer.
in éaternining the residusl value 35 the
j.n'vmstment‘ at‘:the »end of twenty yesrs, vhat snould be
ound s %hﬁ net realisable value of the Bﬂsetq at
the aad nf the taentieth year, Land may not wear out
aftor twsnty years, and in acecrdance with the ganerally
nccepred aneauntinr p“inciple 1and may not be charped
off as depraeiatian expense,  1he more acceptable
value cf lnnd hawevar, ahould be its market value at
the ﬁné ef tha twentieth year, vhich may be higher
due tn appreciatian brought abeut by the i: nrovcd
nurreundin# econamic ccnditions of the locality with
the pa saage ef time. As for items under improvemerts
and equipment, thn residual value should be their net
raalisable value; Thus for the DCE analysis, the
e*x&ual valhe of the inqutmont after twentv years
qhauld bp thﬂ nat Tﬁ&llgﬁb19 value of the assets,

cona*stinv of 1and and the phyqicnl facilities.

Also, 1n order to be 1in consistence with
theébﬁéapt"of‘“merchandisable outlet which takes into
considaration suﬁh factors as pleasing appearance of
'station attraetive facilitifs for satisfactory services,

‘ann 90 farth, tbe writ r wisheq to qu'ﬂrﬂf that future

b soney, H.A. and Miller, H.i, Principles
g ”‘""”f~ ctor ‘, ?rent;ice’a- sall Sth. edition,




1n?eatmants sunh as &odernzzation of building and
anciiliary inv@ataenu on the proposed sunlﬁg sheuld‘

be roughly estimated and integrated in the »nalysis.
Aitﬂr 311 a statiaa eannot always remein in cenpetitive
PO izion far hwanty years without medernisation and
improvement»such\asrbuilding rennavatiovandequipment'
reﬁlacament, se thst the station 1a in line with |

the ceacept ef @nrchandisabla outlet ct the eomnaay

as wwll aa th» concapt of retall 1ovatlen as acvocatad

by Othar authcrities.s

In th¢ calculation of the DCF Analysis the

“average gross prefit margin after average marketing

expenses 13 dﬁtarained by reducing the gross profit

by the wholeaale and station expenses; bhe difference
is. then dividad by the number of barrels, irefer to

the sactioa an DCF analysis Ch,VI), Depreciation,
whjch ia a;nene¢a5h-expense is also ~included. However,
ifthe,aﬁtﬁgl:diacounted.rate of return is to be
obtained;‘then:thv average Fross profit marsin should
be $? hUS per barrcl, obtained by excludine the

6
non»cash depreciation expnnsee In this case, the

ot i i S P

5,,
R fer to Baker Anderson and lutterworth
“, 5eh§§§iling ’Grawuﬂill 3rg. ~Cition, &h.S

“6Average gross profit marvln after average

markﬂting expena‘ (eﬁcludlnr depreciation) = 20288 212232 - 863

- $2 &3.3 per barrel‘ ‘ Far fi?urps see ﬁth~12




series of annaal eaah ﬂnfLﬁws would ba more accurate,
and canssqa&ﬂtly, the avtual diqcounted rate of return
on mvmwm ‘would be 31.55% inctead of the 27.5%

a8 Ohtﬁih?d prﬁviouSgy€7 Perhaps, the understated rate
‘of roﬁgrﬂ;is‘delihnrnted in order t» nrovide aksafety |
mﬁVQ1n‘er §?rQﬂ90u$ estinotion of wolume potential of

the prapgseqaéutlan.,

55 already ?Giﬁted sut there are many possihilities
for the actual pﬁrformances of retnil ‘utlote to deviate
frum tha ﬁxpecteé pe?farﬁaﬁees. ‘The re~evaluation of
retail ﬁutlets that have completed two full years of
operation iq an instrumant for detectiag auch deviatiors.
it is very essential 1n the sense that such stacions
are held‘in constann check, and¢ for those statiors
that have failed to achieve at least 90% of the
tarecet, ecrrective actions car be timely aeffected before
it hpromes tw labe. Perhaps, thic positive step of
makin- & ra—evaluation of such stotions havin-s completed
two full»years of operation sururs well for the fact

that no station since 1962 has been put out of business

at &11:,1“

In conclusion 4t should be pointcd out that

the appruach tawards site selecgion and evaluation

i o e T TR Sl et i N 997




and the v&rious evalustinn processpﬂ sre certainly very  jf
wellvplsaned theraugh ana raaliqtic excegr for a 5

few shortcomin?s whlch are inevit&ble‘
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mxrmmm SITE ‘?&&A.TIGJ WORKSHILDP

Aduress e@ 8&%@ m Eml\atoﬂ____ Strest —— City

Nunatat &mwa (mt.v or M
Lage of Statlons M)
1, Avarage M}y %r Paal Volure
et ﬂﬁa& M&o
_ [Hs0's mm m mm ,

g.csm m &ﬁa m
- (4)3]2@3@) |

E.ivorage m'ﬂ’ Baso
Site Volume ,

i

X

&l Ig | I3
8.1 18 |8
gazgézgoz
Bd s 2 5845




3. mmmﬁ m W.i.e, (1)1(2) , cars
yroentage ot Weektly Traffiec Exposed
W

5. M m Of Cars Exposed To Site ,
m W Parchases Weelly _______ cars

7 mtm m Sold Par VWeeak:

3&3’ (5)X(5) .. —— zallm
8, mmm Gallons Sold Per Month:
1.0, (7)333 m gallons
9. Estimated Galloms Sold Per Year gellors
| ' (Dase Voluns)

Visimlty
Income

Age ‘,
cwmetitm

Net § Ajustments | —

ume
moretogs, MRESURITER ¢ spnsnt) _ s

Adds mpuhuon mai‘hy Facter, H m n ____ gallons
Not mm mm mtmt:.al o _____ geallons
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For eash 100 househ
in a half-mile m&m,
aﬂm hu w}m
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\ds vith more than 1,600 persons

mmwmtothe




