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Date
MINUTES OF THE ___House COMMITTEE ON Transportation
The meeting was called to order by Rex CrC (gZinep ii;n at
_1:30 xmwp.m. on March 14 1989in room 519=S _ of the Capitol.

All members were present except:
Representatives Dean, Everhart, Campbell

Committee staff present:
Bruce Kinzie, Revisor of Statutes
Hank Avila, Legislative Research
Donna Mulligan, Committee Secretary

Conferees appearing before the committee:
Representative Bob Vancrum
Mr. Ed Roitz, Kansas 0il Marketers
Mr. Dale Miller, Tanana 0il Corporation
Mr. Frank Sabatini, E-Z Shop Company, Inc.
Mr. Bob George, Amoco, Leawood, Kansas
Mr. Tom Plattis, Highway 0il Company
Mr. Ross Martin, Kansas Petroleum Council
Mr. Bud Grant, KCCI

The meeting was called to order by Chairman Crowell, and the first
order of business was a hearing on HB-2291 concerning motor fuel
marketing and pricing.

Representative Bob Vancrum briefed the Committee on the contents
of HB-2291. (See Attachment 1)

Mr. Edward Roitz, Kansas 0Oil Marketers Association, testified in
support of HB-2291. (See Attachment 2)

Mr. Dale Miller, Tanana Oil Corporation, testified in support of
HB-2291. (See Attachment 3)

Mr. Frank Sabatini, E-Z Shop Company, Inc., testified in support
of HB-2291. (See Attachment 4)

Mr. Bob George, Amoco dealer, Leawood, Kansas, testified in support
of HB-2291. (See Attachments 5, 6 and 7)

Mr. Tom Plattis, Highway 0il Company, testified in support of
HB-2291 and said it is difficult for the smaller service stations
to stay in business when larger stations sell gasoline at below
market prices.

Mr. Ross Martin, Kansas Petroleum Council, testified in opposition
to HB-2291. (See Attachment 8)

Mr. Bud Grant, Kansas Chamber of Commerce and Industry, testified
in opposition to HB-2291. (See Attachment 9)

Committee discussion and questioning followed.
The hearing on HB-2291 was concluded.

The meeting was adjourned at 2:50 p.m.

Rex Crowell, Chairman

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim. Individual remarks as reported herein have not
been submitted to the individuals appearing before the committee for
Page 1 _of _1

editing or corrections.
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STATE OF KANSAS

COMMITTEE ASSIGINMENTS

CHAIRMAN: ADMINISTRATIVE RULES
AND REGULATIONS
MEMBER: APPROPRIATIONS
JUDICIARY
TAXATION

BOB VANCRUM
REPRESENTATIVE, TWENTY-NINTH DISTRICT
9004 W. 104TH STREET
OVERLAND PARK, KANSAS 66212
(913) 341-2609
STATE CAPITOL, ROOM 112-S
TOPEKA, KANSAS 66612

(913) 296-7678 HOUSE OF

REPRESENTATIVES March 13, 1989
SUMMARY OF PROPOSED
MOTOR FUEL MARKETING ACT

TOPEKA

Key Features:

A, 3elow Cost Selling.

(1) Prohibits below cost selling by refiners, whole-
salers, and retailers,

(a) Defines cost to refiner as the refiner's
1ce of product available to the wholesale class

(») Defines cost to wholesaler as invoice cost
or replacement cost within five days, plus freight,
taxes and the cost of doing business.

(c) Defines cost to retailer as invoice cost
or replacement cost within five days, plus freight,
taXes and the cost of doing business.

(2) Cost of doing business is defined to include
items which ordinarily are involved in petroleum marketing (see
Section 4(q)) and such costs are to be computed using generally
accepted accounting principles.

(3) Prohibits the sale of motor fuel as a "loss
leader" for other products or services.

(4) Establishes a good faith, meeting competition
defense to below cost selling, only in cases where a marketer
establishes a lower price to meet the specific price of a con-
petitor in the same market area on the same level of distribution
selling the same product or similar product of like grade and
quality, and wmarketed in the same manner.

; The meeting competition defense requires that
notification bg/given to the attorney general -stating the mar-
Keter's name anfl business location, the competitor's name and
business locatiqn, the specific product and price involved, and

the date and time of the price change.

B. Discriminatory Pricing,

(1) Requires refiners to establish and disclose
their transfer prices for product transferred or sold to affil-
iates.

(2) >2rohibits price discrimination to customers in
the same class of trade, dbut allows differences in prices based
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upon actual cost differentials incurred because of & difference
in shipping method, transportation,'marketing, sale or quantity
in which motor fuel is sold.

C. General.

(1) Penalties -- any person who violates the Act is
subject to a civil penalty not to exceed $10,000 per violation
for each offense. Each day that a violation occurs is a separate
violation.

(2) Any party injured by a violation of the Act may
obtain injunctive relief and may seek damages, costs and attor-
neys' fees in a suit against the violator. Upon proving damages,
the plaintiff in any such action is entitled to recover triple
the amount of damages proven.



To: Roprosentative Vancrum

From: Kelly McElhinney

Re: Motor Fuel Marketing Act - How other state statutes compare.
Date: February 20, 1989

ALABAMA §8-22-1

Applies to any person engaged in commerce,

Unlawful to: sell or offer to sell motor fuel at wholesale or retail where the effect is to
injure competition, to offer a rebate or concession of any kind in connection with the
sale of motor fuel, and to induce or attempt to induce or to procure or attempt to procure
the purchase of motor fuel at a price below cost.§%-22-9

Exception: good faith competition §8-22-13.

Other sections: definition (-4), legislative findings (-2), transfer price disclosures (-5),
between wholesalers (-11). applicability generally (-12), penalties (-15), equity action
t-17). prima facie case (-13). '

CALIFORNIA §526-301

Applies to refiners, distributors, manufacturers, or transporters (in amounts of more
than 50,000 barrels daily).

Unlawful to: discriminate in price between different purchasers where effect is to
lessen competition. _

Exception: Seller may rebut prima facie case by showing his lower price was made in
good faith competition. Also, Lower price with term contracts with discriminatory
price not valid for more than year are permissible.

Other Sections: Actions for damages (21202), Legislative findings and declarations
(21203).

FLORIDA §526.301

Appliesto persons engaged in commerce, refiners and non-refiners.
Unlawful to: refiners- to sell below refiner cost where effect is to injure competition
§526.304(1)(a).
non-refiners- to sell below non-refiner cost... §526.304(1)(b).
Exception: Good faith competition is not a violation, nor is bona fide clearance sale for
discontinued products, final business liquidation sales, sale by a direct order of any



court, the grand opening of a new or remodeled business. §526.309.
Other Sections: Legislative findings (.302), Definitions (.303), Unlawful discriminatory
practices (.305), Enforcement(.311)

GEORGIA §10-1-250

Applies to person engaged in sale of actane or cetane fuels.

Unlawful to: knowingly sell product befow cost or discriminate in price between
different purchasers where the effect may be substantially to lessen competition.
§10.1.254.

Exception: May rebut prima facie case by showing sellers sale was made in good faith
competition.

Other Sections: Definitions (.251), Reasonable transfer price (.252), Computation of cost
(.253), Civil actions (.255), Legislative intent(.256),

MASSACHUSETTS §94:295A

Applies to retail dealers,

Unlawful to: sell, advertise or offer to sell retail motor fuel at less than cost with
intent to injure or destroy substantially competition, §94:295P.

Exceptions: Final liquidation sales of dealers, good faith competition, and under the
order or direction of any court. §94:295R ’

Other Sections: Definitions (A), Licensing (B), Costs(Q), Penalty (S), Jurisdiction (T),
Conflicting laws (U).

MONTANA §82-15-110

Applies to person, firm, company, association, and corporation.

Unlawful to: demand or collect from any person a higher price for a product in one
part of state than price being demanded at same time in another part of that state or
adjoining state. §82-15-203.

Other Sections: Definition (-201), Purpose (-202), Investigations (-204), Prosecution
(-205), Penalty (-206), Liability (-207).



NEW JERSEY 556:6-20

Applies to distributors. refiners, wholesalers. and suppliers.

Unlawful to: Offer a rebate, concession.. . of any kind or nature, in connection with
sale or distribution of motor fuels or other products with the intent to injure or lessen
competition. §56:6-22.

Exception: Discounts uniformly applied for timely payments. quality or quantity.

Other Sections: Definitions (-21), Action to restrain violation (-25).

NORTH CAROLINA §75 .80

Applies to retail sales of motor fuels at motor outlets.

Unlawful to: sell below cost with intent to injure competition. §75-82.

Exception: Good faith competition. if the price will remain in effect for no more than
ten days after first sale at new retail outlet, good faith disposal of discontinued product,
or pursuant to order of court or govermental agency.

Other Sections: Definitions (-81), Civil penalty (-83), Injunctions (-84), Investigations
(-85), Private actions (-86).

RHODE ISLAND §5-55-1

Applies to refiner, distributor, producer, or transporter of petro products (with tote|
production of 15,000 gallons a day or more).

Unlawful to: discriminate in price between purchasers of petro products of like grade
and quality, and to sell at retail level less than four cents below wholesale price to
wholesale accounts who resell at retail in same area. §5-55-5.

Other Sections: Legislative findings (-2), Definitions (-3), Franchised dealers and
distributors (-4).

SOUTHDAKOTA §372.1

Applies to person, firm, company, association, corporation, engaged in selling of
gasoline, kerosene, or liquified petro gases.

Unlawful to: Intentionally sell at lower rate in one section than same person shall

/=7



charge in another section for the purpose of creating a monopoly or of destroying the
business of a competitor. §37.2.1.

Exception: Price differential to meet competition. §3722.

Other Sections: Definitions (-5), Prima Facie case (-3).

TENNESSEE §47-25-601

Applies to dealers and retailers.

Unlawful to: Willfully and knowingly offer or advertise sale at retail at below cost to
retailer where effect is to injure competition. Same as to petro distillates in 100 gallon
or larger containers, §47-25-611.

Exceptions: Good faith competition in accordance with §47-25-611(b).

Other Sections: Definitions (-602), Purpose (-603), Damages (-606), Action by dealer
(-607).

UTAH §13-16-1

Applies to any person engaged in commerce, refiners.

Unlawfulto: sell or offer market fuel below cost if intent is to injure competition, or
to sell at a lower price than seller charges others, same goes for refiners. §13-16-4.

Exception: Good faith competition.

Other Sections: Definitions (-2), Transfer price disclosure (-3), Civil actions (-7),
Burden of proof (-8), Righ’c. to obtain cost information (-9).

WYOMING §40-4-117

Applies to person, firm, company, association, or corporations manufacturing ,
producing or distributing petro and petro products,

Unlawful to: discriminate by selling at lower rate in one section than another,
§40-4-117.

Other Sections: Prosecution (-118), Qusters (-119), Penalty (-120), Remedies (-121).



STATEMENT PREPARED FOR THE
HOUSE TRANSPORTATION COMMITTEE

House Bill 2291

Edward Roitz
Chairman of the Board
Kansas 0il Marketers Association
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March 14, 1989
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My name is Ed Roitz, president of Fleming Petroleum Company,
Pittsburg, Kansas. I appreciate the opportunity to be here today to address
an issue that is of great concern to members of the Kansas Oil Marketers
Association and to all wholesale and retail distributors of motor fuels in
Kansas. House Bill 2291 is a proposal designed to eliminate the practice of
selling motor fuel below cost and also to eliminate discriminatory pricing of
motor fuels.

As small, independent business men and women, we are, not
surprisingly, accutely aware of the workings of the free enterprise system,
especially the right to fail and go bankrupt. Even though we strongly
defend a "free market," we must at times be realistic and pragmatic and
know that the system requires some fine tuning to ensure that the rights of
all the participants in the process are protected equally and impartially.

House Bill 2291 is one such safeguard.

If passed, the legislation would protect hundreds of sellers of motor
fuels in Kansas from a small minority whose intent it is to injure
competition by either pricing the fuel they sell to their downstream
operations or to their affiliates in a discriminatory manner or by selling
below cost to the consumer.

It is our belief that the marketing of motor fuel is indeed affected with

the public interest. The product is a 20th century staple, an indispensable
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commodity that allows most of our citizens the means to conduct the many

facets of their lives that depend on mobility in the form of the automobile.
The practice of subsidized pricing of motor fuel threatens competition

within the petroleum marketing industry, and in some rural areas of our

state such pricing can easily guarantee a virtual monopoly of local trade.

In an effort to help clarify our position, and cut through the simplistic
criticism of this bill, I wouldilike to remind members of this committee of
the origins of some of the actions taken by the Federal government before
and around the turn of the century, and what concerns they were meant to
deal with.

In 1890, the Sherman Antitrust Act was passed by Congress. The

Clayton Act was later enacted to deal with discriminating pricing, and in

1914, the Federal Trade Commission was created to enforce the laws against

unfair business practices.

I think it most important to explore the Sherman Antitrust legislation
and what originally caused the need to take such action. Late in the
nineteenth century, small groups of powerful men tried to control markets
for their goods and services and seize enough control to regulate the prices
they would command from the consumer. They could then sell their

products only to those people they chose, and at what prices they chose.

A3
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Absolute control.

They, in the process, forced their competitors out of business and
effectively intimidated any new companies from wandering into their field of
control. As a result, these powerful commercial interests could then pay
their workers any low wage they deemed desirable, because there were no
other jobs open in that industry.

This type of monopolistic situation is illegal in the United States of
America, and can easily be said to be, in the long haul, not in the best
interests of the American consumer.

House Bill 2291 is a reasonable approach to a problem that threatens to
eliminate competition in the motor fuel marketplace. The bill addresses the
critical problem of determining what constitutes cost at each level of the
distribution chain: refiner level, wholesale level and retail level. And it does
so in a manner that leaves little room for doubt. This aspect of the Kansas
legislation places it in a far more favorable light than that of similar,
carlier legislation in other states which have recognized this preblem and

taken steps to rectify it.
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The Board of Directors of the Kansas Oil Marketers Association, after
careful consideration, has gone on record in support of this piece of
legislation. The group believes that the approach is justified from the
standpoint of protecting the consumer and the small business person.

Thank you for the opportunity to speak to you today on this very
important topic. The matter before us today encompasses more than just a
simple solution to a questionablg business practice; the issue before us is
about the responsibility of the free enterprise system to safeguard the
consumer’s right to selection of products.

I look forward to answering any questions you may have.



HB 299!

Phone: (913) 749-5741
FAX: (913) 749-2851

P.O. Box 3947
Lawrence, KS 66046

March 17, 138893

The Honorable Rex Crowell
Roaom 431 North

State Capitol

Topeka, K5 BBB1Z2

Dear House Transportation Committee Member:

I am writing to you to solicit your support for HB 2991, the Marketing
Practices and Pricing Act.

It is indeed very important for the small Kansas petroleum marketer
to be able to compete in today’s market. We dao not mind competing
on very small graoss profit margins; we have always done this.
Unfortunately, when large, integrated companies come into the market
place to sell gasoline as a loss leader or estahblish a pattern of
eliminating the small marketer, this is not in the hest interest of
the people of Kansas in the long run.

I understand how philosophically this is a tough issus. Howsver, by
educating the legislature on what is truly going on in the market
place, I am confident that, like 1B other states have already done,
the Kansas legislature will pass a hill similar to HB 2231.

Please call upon me to discuss with you and furnish you with any
Facts I have about this situation. 1 am at your disposal any place
or time.

Q§<;- Sincerely,

-l
~

RS,

~.

e

\\h zig;;ﬁﬁx\\mh~\\\\
Dale L. Miller
President, Tanana 0il Corporation

DLM/LAD

trans
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CO., INC.
ez Shcp CONVENIENCE STORES: 3706 SW. Topeka, Blvd.. #201. Topeka. Kansas 666089 (913) 267-2951

March 14, 1989

My name is Frank C. Sabatini, 2423 SE 37th Street,
Topeka, Kansas. I am secretary and one of three
stockholders of E~Z Shop Co., Inc. which has its
headquarters here in Topeka.

Our company has 35 outlets of which 28 are located in
Kansas in the cities of Topeka, Lawrence, Olathe,
Leavenworth, Holton, Louisburg, Paola, Wamego, Concordia and
Atchison. We have been in business since 1978 and are
locally owned. Since 1978 we have invested over 10 million
dollars in the Kansas economy and have created 250 new jobs.

Last Tuesday, March 7, 1989, Hypermart USA was selling
motor fuels at 71 and 72 cents when the cost of the product
was 75 to 76 cents, or they were selling at 4 cents below
cost.

Since the opening of Hypermart, our E-Z Shop at 2lst
and Wanamaker has been severely affected and the gasoline
volume has been reduced by 50%. The gasoline volume in
Topeka overall since the opening of Hypermart has been
reduced by almost 40%.

Energy is a scarce and vital commodity and affects the
public interest.

We support HB 2291 as it encourages free independent
enterprise. If this bill is not enacted, there will be
fewer and fewer independent dealers resulting in a lessening

of competition and the eventual control of this vital

/?#kﬁicﬂﬁ ;/”



of-ecompetition—and—theeventual control of this—wvital
commodity, motor fuel, sold to the public by a few,
resulting in a monopoly. The public will eventually be at
their mercy.

Free independent enterprise creates jobs, encourages
investment in our Kansas cities, and keeps the money at
home. Monopolies take the money out of town and strangle
the public. The public and the public interest demands fair

trade. This bill, if enacted, will bring that result.

Thank you.

e .

i e

‘" Prank C. Sabatini
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The decline in gasol;ne demand is ca“si. 2

shift in the balance of power in the refining and marketing
business.

Sundamental

-

t is & shift mainly favoring the independent
marketers. Prior to @he seven-year hiatus of controls, -
cemand growth enabled major companies to maintain thé status
cuo volumetrically even though ;ndépendent marketers were
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elininated and the entire prcblem Papered over because
refineries were pushed to the hilt zné evezy barrel earned

Price competition has now been restored and the environme
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extent independent marketers grow, as they ace,

hold their cwn, the crop in demand falls on the majors.

To the

or even just

This procduces two very deleterious ané broad reactions which
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' ) .
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of market. With surplus -
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cycle === and.-because of incremental
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raising the retail price which ultimztely Ve
c¢rives more business to the incdependents,
and/or

(ii) obtaiﬁing assistanée frzem the major cﬁm;ény .
supplier (rebafes, rent concessions) which
eventually leads the independent to demand =
tomparable price cut.

The'closu:e of sufficient refining capacity could theoretically

solve the problem. And 2 case can be made that the rmajors

will resort to this because taxation has capped producing

profits anéd the enormous capital needed to find replacement

reserves will simply not permit downstrean subsiaization.

While some further‘refinery closings and marketing regicnalizatzicns
may occur, it is unrealistic to ‘expect, or rely on moves of

this nature to solve the problem. 2ride, icnorance of the
real losses,. the desire to evoid write-offs, simple inertia,

vested interests and a "wait for the other guy" approach 211
work against enough, such closures and withdrawals in a

v
2l
refining cost feature ensures resistance to partial closures.
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.

. : ) ' " + + Ov
The consumer preference for lower trices is making the RO

<
13 . . 3 - 3 . . - . $$ '\\"
traditional higher priced (and higher cosi) branged outlet\ N
M . » ) . -‘ * .
€2t un-workadle. Trying to maintain this Structure g
\¥
?
v

\V
Ny

¢
conc ©

Iy 3 (] - - . (] Q‘ .
supplying the lower price independsht outlets is Q@pﬁ}}\

. . o rte s 5
inpractical and m2y soon be economically ;mposﬁgﬁiéQ The
, . PN
root problem that really must be changed i§@\ Mo tier
- * »
market system for gasoline. ;ﬁgﬁgﬁig
V\Q\ ‘\‘e‘% b,’lg’q
P ¢
KA\ g,.c"
W

-
00066
57



-~

‘ear‘ier makes llkely,._he "

the brandeq gasoline ma-kes was Zcunde
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e
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© on conditions ape /
ciscumstances no, lonce* cominant i e

m:iketplace. .
cemplete paper could be written on <he subject, but boi fly
the branded market rested on the combination o2 superior
locations ang facilities (the indepencent was a hlcc‘e-of-
the-block-dump) full service and 2 lock on oil, ‘battery,

i*es, tune-up and "running repairs" worX; a one or

-,

WO cent
price spread on a thirty cent callon with free Credit at

that angd a constant, wide-spread advestising effort to
convince the motorist the branded cazsoline was cual;ta;;veWV

-

better. Except for free credit, not a one of these conditions
is any longer present or viable, '

<

The statistics 2:'e guite clear about price becoming more the

[

cominant factor with the motorist. The customer cemancing

Punp service will leave 2 niche fior some tracditional brznded

outlets, but these will prlmar*‘y be "ne icbborhood" units,

-

The customr demanding the credit privilece will also be
10cxeo into branded; however, the cajeority of

L

these are
thoucht to be the same cuscomers +hzt wan+ servmce. The

~Sector of the market growlng by leags and bounds is the

customer cuite willing to Pusp his cwn cas and, even at z

[

major brand station, save more than a €ollar for three

minutes effort. .

Yost alarming 6f all is that this customes
the product is differential 2nad he clearl
locations are abundant, clean, handy an

no loncer Zfeels «@ﬁ
V sees 1nce:eh8ﬁ®t$‘
€, in many c&§§§¢p
faster. Kow long is he going to pass up anctne‘dggyp
seven cents per callon saving available a+ t%ﬁ i
self-serve? One micht postulate +he c*e"ﬁ“c& ¢
Sut there is no trend to indica<e t}e ﬁ@ dﬁse*ve

cdifferentially heavy in credit ca‘g$ 193 -
\’\ ol
IZ the price spread between brand&% 2ncé indepencdent self-

serve widens, as the balance of POWer shift alluced to

switch oves=" rate

will help

business isg

will tccelerate,

At some critical th*esho’n, the procecss could snowbzll verv

rasicdly, ' | o X . ﬁ;“]b‘ 00066
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Tnpltere 3 Trom mueeh of the preslien s a
tzuse oi earlier clesings of stations and tfezcitorial
--Jnsolzcatloﬁs, elimination of the archaic commmission marketer
systeﬁ and the accounts that went with 1+4; an extrzordinaczily
successiul sales efiort to convince its dealers to be com?e:itive,
wnich is differentizl +to the ;ndustry: the couvpling of an
“ancillary business in some 20% of the- lessee units and =

lean 'cost structure that ook several vears to achieve. The
recent refinery cutbacks Ifrom a system that had become

bloated céuring the contzol years, eliminateé some volume

that would not be viable in tocdzy's maczke+. Neveriheless,

—

‘it would be folly to think these moves alcne will oprovide

enduring advantage or isolation from the ravages of a generally
depressed market. ‘

Well, what's to be cone 2bout this state cf affa

'Jo

rs? Withé-awal
from the entire business or branded macketing aze opticns;

however, there are hich profits to be mzde frcm 2 business

. that sells 120 billion units (gallons) per year and ARCO is

zmong the sircncest major company contenders 2% the moment.
So these alternatives will not be pursuecd here.
A

T2 Eﬁaﬁn in the business, the .ajors must comzete nearer to
beac~on with the independents cr eventually be plaqed in an
tntenzdble positicn. As stated earlier, a niche will zemain
for the station cate:inc to the cnstcm: uncchcerned about ‘

o-ice who wants se=vice and/or credit., This market will éﬁ@
' title out at no more than 20% so, in effect, the present CV@?Q
two tier market will disappear. 1In its place will beggﬁéj§“ >

type specialized market. Some majors ma3, f@ﬁ onally or
by cefault, end up fighting for the "Q@@%~aﬁ%~006 niche."
Fost, however, must convert or gra5'$ P

large, price ccm-etitive mazket and a s-al es n_xe cd

-l om .
NS
Can the majors —-=-- or to be more specific, can ARCO compete
with the independenis? There ase two cbvious

; road-blocks
irmecliately apparent. The c*ed; card and the cealer aztaratus.

.. nnn
s

—

[
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nTIoswasd; C //
. W7y,
ce custonmer is ‘

0t possible while burdened with all the razl costs of

L CTeILT Caegs prooplem s reLevovely s§<r

1
§*
(171

s
]
l'-

_ n;ﬁely, eliminate it. Competing Zcr tre
crecdit., There will be some mechanical problens, including
the emplovee discount, but nothing appears insurnountable,
What it will represent is an lrrevocab‘e ebanconment of the
higher- :rlced "major brand" notion as a werxadble concept.
ARCO would be telling the motoring public it hears .their
call for economy. Quite an appealing cempaicn can be
constructed around this theme.

The dealer apparatus is far more comzlex and difficult.
kmorng ©ther things, it could have Political implications.

The simple fact is only a portion (perhaps 50%) o. rocday's A
dealers would be able to handle, or would want to wosk hara
enouch to handle the volume entailed in indepiendent type
ocerations.‘ 1L ARCD dropped ity price to bhe Do-nh where 2
dealer should be able to closely match the i“éep ncents,

many cealers would retain high pump prices ang pocket the

v

"ARCO cuts. What is needed zre means to motivate the dealer
to the high-volume moce. Tne Lanswer is ARG Eoldy ™ i)~

station rent, and (ii) a p*lce that declines with veclune.’ -
ey i gy S - .
The volume discount pricxng is already in Siace ia the eﬁﬁ
i \3

industry-wide rebate systém that has arisen in the past G@ﬁxﬁﬂ
. ‘ _ W Yt
year. The reat must be set 2t theilevel cesmeasu-ate wlgn{ QG

shmet we

the commercizl value oi the properiy w;;ch we call 3&%@;

.l- L ﬂ O
WER
. : " TS\
with "economic rent" we beccme, to 2§§§g5¢ga indifferent
: <
about the deale"s periormance. IQA;E“ :35 tc sell the

(
\X\\
volume po;en.;al, "the station *‘ve-‘bn““ .

E-red

leass yvields a
commercial return. Although this canno: be encure

corrections can be evolutionary in t“ese circumstances. 1In /

most cases, though, the dealer will nct be ahtle to afforg /
the zent unless volumes are increasef,

d permanently,

57
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“de tzevuosle is that rent is an emovtlonal and pcten:ially ¢€>?27/
itical issue. Even though Jjustified and even though we <

ccncurrently give the dealer the means to suzvive and prosoer

(i.e., 2 low price which should lead to higher sales), - there U

will be a knee jerk reaction 2nd a howl when rents are

raised for some by factors of ‘three and foux., Turthermore,

cdue to three-year leases, it takes that time to fully cycle

an implementation and a phased approach to lessen

would zlso have to cover = couple of years.

“he reaction

let's say, for discussion, economic rent is inzlemented ---
what happens to the 700-800 stations that ceazlers would
leave? A search, recuiring time, might £ind some capable
replacements a2s dealers, but most would hzave to be closed
permanently or become ccmpany.opergﬁed. Closing micht be

- e

beazable, but would clearly be less attractive than company

operzted. BHere again, .the risk of political inte:ference

arlses, but the lower prices a#foréed to consumerss by these
comtany operated.stations (at incdependent prices) shouléd
prevail ‘over dealer resistance.

A
he mini-mart stations should: prosper even me-e with

3
©

indepercerns
ricing and, by and large, these operatoss can be expected
© see the advantaces of pricing to attr-act

'd

ot

noze volumes
(ané store cusuomers)

So, what is the reward fcr ARCO if it takas ca +his not

(S
ezsily implemented strategy? There will ‘be 2 éiscentinuit PR
. v * S 3 CI\
pericd where proliits will be lower than weoculd ctheswise be v
the case if we hung onto what we have now. Howeyex, ARQO!
J
will be postured in the only stance hiving any hopn¢69ei -
)
ternm viability. Lactly, depending on the ccc* éoagx a31d1~y
3 3 . ’ » . .\
of competitive zttrition, 2 lasting pc*mogﬁﬁ ’1 e acceptatle
. . \}.\- Q\\ <
proditability could ensue.
WE A O
OO\GS \,\Q '3,9
«\ e

0006C
2 T/0

emmeie



N

-/

</

-

{

-/

. contest for survival will riseso the sirugcle

‘place

Ui Gihel wajbcs did not conform, and some AIE Swre to Sty

iss the boat, ARCO could end up a2 buyes cZ product from

idle refining capacity of others for resale a2t & trofit.

‘The balance of power shift is, indeed, placinc the marckeier

in control. Furthermore, if the majors lose +the market znd
crude remains abundani, it is not inqonceivable to hqvcﬁthe
marketers not only bargaining down refinery returns, but
those of crude o0il a2s well. |

2t this stace, the urge to hold on to the status cuo seems

attractive. Why not ride the current cash genezation mode even

iZ it coes into a declining trend? In other weczds, why lead

the pack into a period of discontinuity before it

is absolutely
imperative =-- because when the need for change ig =

ter

m
ct

perceived, it will be betier received ané, “hus, easier to
accom2lish. *

o

The znswer boils down 'to 2 couvple of Xey prenmises., Tirst, that

wzhhln a couple of vears, an upheaval is inevitatle and some
‘of the present operators will not sSurvive. Secon .21y, the

relative strength of ARCO's refining and mazketing will slip

with the passace of time. Once other majors revzmc their

refineries and strencthen their~marketing, their stake in the

will be more - <&
intense and the ARCO advantace will have cecreased.
pre-emptive strike or whatever, -but the conteati

ARCO will be best served by moving socaes rather ¢

The best response would be for some plavers to °é~ Ev. at the
prospect cf a discentinuity period. The vwors \fﬁf%ﬁ se, which

cannot be dismissed, is for other majcrs ‘3§§%um to concece

<X
RRCO's withdrawal from <he major ranks uﬁ&d\gct:;ce aévantace.

This could lead to a "blood-bath" price wa?‘ne:;cd. The most
liXely response, which would be favorzdle cn ozlznce, would

be early emulation by a couple of majors zné moves Ly the rest
later =--- after we have establiéhed 2 clezrs ed

a
1]

. Xtitemdts 1o

financial parameters on these possitilities must be
coverec in the January 26, 1982.5PU mee<s

2=/ 000t
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Tor 211 the céifficulties, not 211 of which Nave been covered

" here, it is being sugg&%ted that there is no really viable
alternative to joinihg the indepencent mackeies ranks,.and <he \,

first convert should have it‘easier than those coming later.

The move to challenge the indepencdent znd move away from E&M@§E
to walk both sides of the street will serve 2s a rall &n@g

» 5 GD@@ t
fcxr an organization who's more percective membe:sog€eq;
o B
treading water in a changing world. Qﬁo‘\ 3
| vMﬁ%3pc
\Mfﬁiegh
g g\\o
«fv\i\ \"\C\ gl
N\ e\ Y .
cO '(Y\( 2 M
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Amoco dealers charge
pricing strategy fails

Amoco's "Retail Pricing Survey"
guaranteed margin scheme is a flop
because competitors don't react to Amoco
ankwagon prices, dealers complain.

‘How RPS works: Amoco surveys prices
of about 30 to 40 stations of various
brands in a given market.
~ Company takes an average of those
street prices, then posts its regular
nleaded DTW at 4¢/gallon below the
average, regular leaded 1¢/gallon below the
_average, dealers say.

- The intent: Increase market share
“through lower prices.’ S

" But dealers in several RPS markets say
\moco fails to survey the right stations.
Examples:

‘@ Kansas City, Mo., dealers say Amoco
DTW prices jumped 7¢/gallon in one day
bout a month ago. Increase came "in
anticipation of a market restoration,"
ealers say company reps told them.
Market didn't respond to Amoco's price
rodding and Amoco took two weeks to
ing prices down 3¢/gallon, they say.
Kansas City DTW prices jumped again
March 1, this time 3¢/gallon. Market didn't
respond and Amoco dropped the price by
3¢/gallon over the next two days.

. Company hiked prices 5¢/gallon last
Tuesday as competitors' prices were on
their way down, dealers complain. Average
street price was 74.9¢/gallon for regular
nleaded; Amoco's DTW was 77.9¢.
Worse, local. Amoco company-ops are
Hing—unteaded on the street for 77.9¢, -
lers say.

_® Denver dealers also report wild
uctuations in DTW prices since Amoco
nstituted RPS there last June (OW 6/6).
Between Jan. 27 and Jan. 30, Amoco's
regular unleaded DTW shot up 10¢/gallon,
utting dealers 12¢/gallon out of the
arket. Amoco dealers are typically
¢/;allon higher than other major brands,
lealers say.

o Amoco responds

Amoco denies that its RPS program
_operates on one set formula. Instead, it
_varies from market to market, depending
n local competitive factors, Amoco says.
"We've got 150 terminals in our western

zone and we make 150 pricing decisions ..,
daily about gasoline," a company spokestan
said, "Not all of our decisions are perfects)
and if they're wrong, we'll correct . " s

them." —Sandra Hamorsky IRV
e ol

oot

More Phillips company-ops
Phillips plans to build seven more
company-ops in Salt Lake City, jobbers

were told at a Western Petroleum

Marketers Association brand meeting.

A spokesman says the company does plan
nadditional units" in the city, but he

wouldn't say how many.

Phillips now has six company-ops and
one more under construction in Salt Lake
City, the company says.

Conoco recently acknowledged it plans
to build its first six company-ops in Salt

' Lake City if it can find acceptable sites

(OW 10/24/88). —Susan Farrar

News brief

PTC OKs Rock Island sale: Marathon's now
the proud owner of Rock Island's 280
"United" brand stations, a 50% interest in
38 "Wake Up"-branded stations and a
50,000 barrel/day refinery in Indianapolis.
Most of the United stations—all company-
ops—will be reflagged to Speedway.

[
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Trying to predict gasoline
prices and the world oil
supply has never been an
easy task. Take a look at
today’s headlines and you
find reports of the Organi-
zation of Petroleum Ex-
porting Countries (OPEC)
once again, but unsuc-

cessfully, trying to limit production in

order to bolster the price of crude oil.
Then there’s the sudden specter of a
huge increase in the federal gas tax
plus state gas hikes that could drive
up pump prices astronomically.
While our attention has been fo-
cused on the changing headlines,
though, there has been some very
consistent behind-the-scenes mancu-

vering by the major US. oil com-

_panies. The top priority_on_their
agenda, not surprisingly, is making
larger profits. It's an old story, but this
time there is a new twist.

Five years ago when the bottom
started falling out of the crude-oil
market, oil exploration in this country
dried up. Refiners turned to cheaper
foreign oil —raising legitimate con-
cerns about increasing levels of
imports —in order to keep their plants
running profitably. As the price of
crude continued to fall, the major oil
companies recognized that a funda-
mental change was underway in the
oil business that was likely to last for
some time. Suddenly, the profit poten-
tial was no longer at the well; instead
the big bucks were now at the refinery
and the pump.

Thus, beginning in 1985, the major
oil companies began buying out their
independent competition. In much of
the country today —especially in the
East— the major oil companies_have
reduced competition significantly.
Very quictly, the markeling _of
gasoline —unchecked by federal and
state regulators — has passed into the
hands of about a half-dozen major il
producers. The resultis a profit pic-
ture that hasn't been this rosy for
them since gas prices peaked in the
early '80s.

Like a lot of other mo-
torists, RVers have been
asking when the much-
publicized drop in crude-
oil prices during the past
year would reach the
pump.

4 1 of crude has continued to
_go down,” Ed Rothschild, assistant di-
rector of the Washington, D.C.-based
Citizens/Labor Energy Coalition, says,
“but during 1988 we didn't sce much

of a_drop at the pump. And that is

what the future has in store for us.
The major companics that now have

no_real competition at the refinin
level are reaping their profits from re-
fining and marketing. That means
that gasoline prices will be much
higher than they normally would or
should be. They aren't a true reflection
of the crude-oil market.”

As of this writing, gas prices in the

p
“It’s true that the price

East are about 20 cents a gallon higher
than in many metropolitan areas on
"the West Coast. According to Roths-
child, that disparity exists because a
few independent retailers are still
holding on in the West. Tt doesnt seem

likely that they will be able to hold on
forever, though, and Rothschild pre-
dicts that eventual total control by the
najor oil producers is "inevitable.”
To add insult to injury, Rothschild
accuses the major oil companies of
taking a very irresponsible approach
to marketing, designed to help them
further control the supply of gasoline.
“What the majors are trying to do
now is convince everyone that they
need  high-octane  gasoline,” e
charges. “High-octane gasoline re-
quires more oil to produce, which
means an increase in consumption of
crude oil. Also, high-octane gas, being
harder to produce, means [there’s] less
gas produced overall. That tightens
the market even more. What we have
now is a situation where demand s
up, refinery capacity is limited be-
cause of acquisitions, and gasoline

production is down, The handwriting

is on the wall for consumers.” TL
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HB 2291

The Motor Fuel Marketing Act
Testimony for the House Transportation Committee

By the Kansas Petroleum Council

March 14,1989

Thank you, Mr. Chairman. We appreciate time to comment on HB 2291
today. I am Ross Martin, representing the Kansas Petroleum Council, a
division of the API -the American Petroleum Institute.

KPC represents what you would term the major 01l companies. Some
of our members sell gasoline at retail in Kansas. They include
familiar names like Amoco, Conoco and Phillips Petroleum. One member
company, Texaco, has a refinery at El Dorado. Texaco also sells
gasoline at retail locations in Kansas.

We are opposed to the bill. We think it violates long-established
principles of free enterprise. The bill would make a mess out of the
gasoline marketplace, give the industry in general a black eye and, to
the detriment of the state and its citizens, promote higher pump
prices.

The bill is written such that its controls would apply to just
about anybody who sells gasoline: independently-owned and '
company-owned retail stations, wholesalers, jobbers,
refiner-marketers and convenience stores. In fact, some of the people
who might want to apply the bill's protections could someday very
easily wind up being its victims.

Proponents offer the bill as a way to supposedly protect small
businessmen from what is called "below cost selling". The bill is
designed to prevent anyone from selling gasoline for less than a
competitor's price. In effect, it could work to subsidize those who
are not holding down their costs or willing to cut their profit
margins in order to meet competition on the street.

One of the worst features of this bill is that it would work
against new competitors trying to enter a market. This would happen
because one of the important things any new business normally does to
attract customers is offer them lower prices, at least on a temporary
basis. In many cases, that price may have to be at or below cost. In
fact, this is a fairly common practice among those in any retail
business. In the gasoline business, for example, dealers frequently
offer a free car wash with a fill-up. Under the bill such an offer
could be prohibited because it would become a factor in figuring the
cost of gasoline.

A Adnch. &
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In recent weeks, you probably read about Sears' plans to cut their
prices across the board. According to news articles, Sears is slashing
prices to compete with other department stores. They in turn are
apparently going to do the same. These stores, not unlike retail
gasoline outlets, are responding to competitive market conditions,
which so far favor the consumer. When is the last time you heard a
consumer complain about gasoline prices being too low?

No one in the gasoline business would dare to lower his price if
this bill were law. Anyone who did, could be threatened with a
potentially very expensive lawsuit. It be far safer, and easier, to
raise prices than it would be to lower them.

The bill makes it easy to threaten a competitor. Any "person"
could file a simple court motion and get a competitor's entire line of
cost information. No actual damages would have to be alleged or
proved. 1In fact, the bill is so complicated that dealers would have
to refigure their "cost of doing business" almost everyday in order to
avoid making the mistake of selling gasoline at below cost.

Any businessman would love to have access to a competitor's cost
information. Why? Because knowing your competitor's costs is a
tremendous advantage in building your own profits. Actually, the kind
of price collusion this bill could bring about violates federal
antitrust law.

Another objection to the bill is that it would effectively bar
gasoline marketers from using "loss leaders" --a practice almost any
other kind of retailer is allowed to use. Yes, there is some language
about " the intent to injure", but it is illusory and only serves to
complicate the issue in the courtroom. This is the stuff that
expensive lawsuits are made of.

We are calling this bill a wolf in sheep's clothing for some
pretty good reasons. Last year they passed a similar bill in
Tennessee. And, sure enough, pump prices went up. Newspaper reports
say some dealers were raising their prices within hours after the bill
became law.

I have included editorials by newspapers in Tennessee who are
extremely upset about the below cost law. The gasoline industry in
general, and the state legislature, are taking plenty of heat. I hope
you'll take time to read through the attachments to my statement.
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Also, you may want to consider how much this bill would cost state
government. I am advised the Attorney General thinks it might require
his office to establish and equip a new division to handle complaints
and investigations. This new division would be similar in size to the
Consumer Protection Division. Operating costs would be high. For
FY1990, the AG's estimated figure is over half a million dollars.

Finally, it appears we are already on the verge of higher gasoline
prices in Kansas. The Federal government is talking about raising
taxes by as much as fifty cents a gallon to pay for the budget
deficit. And we have state road problems to solve. Given these price
pressures and the fact that gasoline sales volume is already flat, we
suggest it would be a mistake to pass this bill.

For all of these reasons, we urge you to vote "no" on HB 2291.

Thank you Mr. Chairman and members of the Committee. Are there any
questions we might try to answer for you?
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- iPricé-fixing laws are not needed
711 HE ret:-ﬁi gasoline market In Ten;l&asee In addition, he sald, dealers wh

Isin 2 contused mess, thanks to the leg-  comply with the law eould be I

Islature, and as ysual when the legisitura federnl antitrust Jaws that b
. begins tinkering with the free market, the setting prices.
« consumer {8 taking it on the ¢hin, oo

‘ . -t
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0 attemptto |
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ar collusion In
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It all started July 1 with g new law {lxdng b,-?:got?:g gg:g;l iﬁg:ﬁffﬁ:&
~ the price of grsoline Intended to protect the charges must go to court. But Mr. Cody says
. profits of certain oll retalling groups, But .y uy cinta law on gasoline will be superseded
the law is so vague and confusing that the by federal antitrust laws, The state courts do
. state attorey general has thrown up hls - not need to be cluttarsd with hundreds of
hands when r.ace_d with enforeing it .. questionble price-tixing cases,

.. Oll ratallerg are filing complaints against - Mr.Cody has indlcated he would be refucs
~-COMPetitors who undersell them. The com-. "tant to toke any action on the price-tixing
--patitors cla_lm they are being harassed bY  lawuntl the legisiature clarifles his offica's
the complainants. Meanwhile, the price of authority, Better still, the legislature should
Basollne ls going up in Tennessee, - repeal the 1aw and stop trying to regulate
e ‘ prices on consumer goods.

BHom oE oM oN mE B e

-+ Proparnients of the- price-fixing law salq , - '
l the law would not cause gasoling prices to_,. . A state law Iixing the price of milk hag
~50.up. Now that prices have gone up, the . . cost Tennessee consumers milllons of dol-
maproponents say the incredse was notcaused - lars over the past three decades. Now the
by the law, but it will be diffleult toconvinee - lagislatures is forcing gasoline consumers to
E .' TEMC{‘M'E Consurners of that, hike the profits of the special {nterests,” -
L o n ] ' ' e .r N :",_ .‘_ ',,,_‘-, o _"‘. ""."" ' - (I ‘..l:.‘ ! ,
tt Attorney' GEneral W, J, Michael Codysaid . . Federal antitrust Iaws are adequate to
the law does not give his offlce authority to - ‘deal with any genuine price-collusion cases.
. “determine whether allepations are factugl The legislature shoutd repeal all price-fix- -
and take action on complaints, and he ls not ing laws now on the books and stop passing
"sure he has the authority to enforcethelaw. | new ones, @ ' .o .

)

i
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Worse théﬁ no g&salihé bill at all

When the Leglslature capltulated to dealers
last spring and passed a pricing blll barring the sale
of gasoline below cost, crilics warned that it could
lead to a flood of litlgation. Bure enough, thatl's
already happening, but the litigation Is probably
irrelevant. As state Attorney General W.J. Michael
Cody stated {n an oplnlon the other.day, the pricing
lnw 13 so complex It's doubtful onyone could ever
win & lawsult by proving a fejlow dealer way illegal-

ly selllng gasoline below cost.
‘ The bill was a shameflul exerclse In special
Interest legislation, hut complexity i& not its only
problem, Dealers who attemnpt to comply with the
law, Mr. Cody sald, risk violating the federal anti-

trust laws that forbld dealers {rom setting prices, .

Why? Because If dealers discuss among themselves
the costs or prices of gasoline as a way to avoid
violuting the state pricing law, they risk charges of
collusion — a violation of the antitrust act.

.. The pricing law, which took effect July' 1

forces dealers into complex calculation. They muat
determine the retail price of gasoline by such fac-
tors as its purchase or replacement cogt, the cont of
transportation, taxes and the- “rensonable cost of
-overhead for patroleurn distillates at that location,”
: That last bit of vagueness would be a lawyer's
dream, but even the sharpest lawyer would hove
“trouble with this leglslative mess. Mr. Cody argued
~that It would take expert tustimony to prove any
vielations of the law, and even then the number of
variables involved would probably maks lawsuits
fruitless.

But suppose a Tennessee version of Parry Ma-
son did prove that Dealer A is selling gasoline below
his cost. That'’s only the beginning. He still has to
prove the effect was “to Injure or destroy competis

tion or substantially lessen competition.” And the’

complainant also apparently must determine if
" such destruction was intended. But If the "offend.

ing" dealer then ralses his price to render the ltiga-. -
tion from another dealer moot, thon he, or both of .

[
[

them, tisks violating federal antitruat statutes,
Enforcement of this act naturally falls to the
attorney general — except according to Mr. Cody,
the law doesn't make clear “who the attorney gen-
eral may sue .., and for which violations.” Not
surprisingly, Mr. Cody himself made clear that until
the state attorney general's authority is made sx.
plicit, htis office probably would not sue anyone.
Who needs this meys? Nothing can be done Im.
mcdlzxtely about this, but when the Legistature re-
convenes in January, It should repeal the law. Bet-

ter yet, each legislator should keep a copy of the

law. It would make an excellent reminder of how
the Legislature illsserves the public with such bla-
tant special interest legislation,
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Ganoelt Hews Servica

Tennessne s gzsn}’ne pricing law
is so vnwieldy that it i doubtiul
anyone coukl ever prove that 2
dealer % illegally selling gas below
cost, Atlerney Gemerad W.F. Mi-

chael Cody sayz.

In additson, deslers who atfempt
to comgply with the law'’s provsions
may erd up with a mxch bigger
problem on their hands — violation
of federnl antitrust statotes that bar

.collusfon among reailers in setting

prices, he adds. -

SAlthough the substantive pro-
vistons of Public Chapter 1033 ara
constitutionally permissitle, there
is uncertainty about this office’s en-
forcement aut‘conty and what par-
ticular conduct k actually pro-
scribed,” Gody s&d in a recently
refeased opiniofn.

“Establishing a below cost sales
in violation of the zct would most
Bkely prove extremely diificult in

ctice.

“H dealers discuss costs or

"prices in an attempt to camply with

the act, they assume a substontial

risk of engaging in cooduct which

rialates the federal antitrust laws.”
The law, witch tock effect July

"1 alter being passed earlier this
year by the Generat Assembly amid

Co éy gas pﬂ@ﬁﬁg ang Ea ard

THE KNoxanE ]oURNsL

. th2 acl, they assume a ¥

-

‘Ef dea!ers dlscuss -»t L
cosis or prices’in an at-
tempt to comply with =~

substantial risk of an- -
gaging In conduct -’
which violales the fed-
eral antitrust laws." -

Teamn Atlornay G-me“a!
d. Michael Gnd?

Ve

heavy Jobbylngz, bars the selfing of -

gasoline belcw cost “where the ef-

fectis to injure ot destroy competi

ton™
It requires dealsss to cakeunlate

-the retad price of gosclne, using =
. Formula that inclodes the purchase

or replacement price of s gaso-

fine, transportation costs, taxes and

“tke reasonzhble cost of oveckead
for petroleum distiflates at that o-
cetion”

It alse bars vertieally integrated
ol companies — those involved
the distribution of gasoline from the
ol well totbepmnp-—fmmSeEng
gas cheaper to their own
than they sell to independent deal-

ors, - . :
> But Cody says that proving each
of the eleiments required in the for-
muia woukl be so difficuit thet ex-
pert lestimony would be reqc.é:ed
ard would involve so many vari-
abls&atonepmbablyoomdmer
prove violations. -

The Iaw abpm*ndesxnumber
of exemplioss from its provisions..

*"Whether a particular gesoine
sale fal¥s within the defirgtion of
"sales at retail’ and whether ‘cost {0
the retailer” may be effectively -
computed to ascertsin if a sale is
belorw cost within the meaning of

- the legislation will likely be dlﬂ‘u:u[t

to estahlish,” Cody sid. :

&@ enforee

Tuesday, .f‘ngqu 23 1988 AS

¥

R ;-&15,41\f%g
“Even wheref there has’ boen
such sbomng, 3 complining parly

must alsa defmm#:*tean ‘ez’f To'

injure or destio¥ competitle

substanticlly  lesseniog co;r@e{!-,,

ton! Th statawz'v “kmgrage cre-
ates ancther “serizus- evideatiary
and lega[ hurc%n B:s- a oarphn_mg
Sparty” - - .

" Inaddition, tk’s}e*swboattm
to determine the avived cosis of
“their competitor to decide kow lo
- sel their prices sk the psssolify
that they may violste i‘tder:ﬁ snli-
° trust la&s-s, Cody saxd. " !

’ "Inshort, where tberazsnoac-
hve state supervision or direction,
as here, private pariies muy not ose
stzte lnwr (o shield or imemunize
themselves from the cons

Srsequences
of the federal antitrust lrws,” Cody

+  Thelaw provides that the attoe-
ney general may L=ke lega? xction,

_but “srho the attorney gereral may
; Sue..,and forrhx:hvwlab.oms

not clezr,” Cody said. - -

P

~:'  The law waspmsedaswh:t;
pu-oponentsdmibedasuzﬁenm-.
to protect independent desdersfrom |

bemgdnvenoutofbcsmasbybg
oil companies. Ol company repre-
sentamecsayitwi]dnvetpgas
p(m K *I'Jtnn BE SOHGL
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Under new gas law,
consumer loses again

. It iz too soon to gauge the
impact of 2 new law prohibiting
the sale of gasoline below ‘‘cost’
in Tennessee. But the law, which

went into effect last week, certain--

ly won't help the situation in the

Tri-Cities — a sort of island of high
gasoline prices, . _ ‘

" . On average, gasoline prices are

about 11 cents a gallon lower in the

Knoxville area and generally four

t¢ seven cents a“gallon lowsr in-

Asheville, N.C., and Roanoke,. Va.
Nor is there a satisfactory expla-
nation for the higher pricas hare. .
- {One local dealer says service
stations in the Tri-Cities pretty
much get what they can. Another
+ attributes the higher prices to lack
of| ‘competition

here. .. : .. :
+ |But the much-lobbied gas sales
. law promises only to make mat-
ters worse, ot vt el
. »The law prohibits dealsrs from

selling gasollne for less than their -

¢ost — defined ag the dealer's pur-
chase price or replacement cost,
plus transportation costs, plus
taxes, plus the reasonable cost of
overhead. ,

The effect of the law will keep
indepandent stations in business hy
- protecting them from deslers sell-
{ng certain grodes of gasoline as
less lenders, thus preventing gaso»
ling "pricing \ars,

among stations.

and limiting -

ty that can be collected by an
adversely affected plantiff in a pri-
vate cause of action., The plaintiff
also can collect triple damages for
wi.uml and knowing violations. '

+ Dealers are going to be reluc-

. tant to risk any violating the law.

Bad enough that they are denied
the ability to compete In a free
marketplace. "Government has no
business interfering with the price
of gasoline.until ‘or unless anti-
trust laws are violated, :

If lack of competition really ig

responsible - for  higher .gasoline.

prices in this area, there's going to

be even less of it. The consumer |

loses again.

¢ "From ' Attorney General
Edwin Meese on his announcement
he will resign this summer:

i He will be leaving “in order
to accept new opportunities in the
private sector.” | S

Uh huh, - ,

-+ The 1l4-month Investigation

into his personal ethies “fully vin- |:

dicates me,"
Right,
» **This declsion is something I

made totally on my own, and I was

not pressured by anyhody,”
You bet, ’

» And, he might be willing to |* -
work with Vica President George |~

Bush should Bush ba clected presi-

gompetition. . ‘ dent. | -

. The penaltles for violating the Sure thing, Ed. No doubt
law “are -quite . stiff. The Ilaw George will be calllng . any” day
Imposes a $1,000-a-day eivil penal- now. «rle VM wer TR
] ; ——
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Johnson City,IN 9/14/88

A gas-pricing mess

"The 1888 Legislaturo passed a bill which bay-

. red the eale of gasoline in Tennessee below coat.

- “Independent dealors said tho mensures was

aimed at national oil companies with company-

- owned outlets, Co c

- But with tho memsurs in plave, there's & mass
of confusion over its complexity,

For. instance, Tennsssee Attorney -General

Mike Cody says that it would be.problematical

that it could ba proved that anyono was selling

gasoling below cost.”. - -7,

Morsover, if gasoline dealcr's‘aiscus_a the costs !
< of gasoline amony themseslvas, they risk fe.dem'l' 3

charges of violating the antitrust pet. - .\
"1t was predicted lnst. spring; when fhe bill was
' ,.p‘aasied,‘tfxntl' it would rem}ltwh_n 8 avulanchg .gf‘

. )
M e e e L

litigation, ‘Lhat now seems to bo occurring,

The pricing law forces doalers into deep calcu.

- latione — the retall price must be determined
" by such factors ag.its purchase or replacement
* cost, the cost of {ranspdrtation, taxas and "the
- reasonable cost of overhead for petroleum distil-

lates at that location,” '
- As Cody notes, even' the best legal minds in

. the state would have trouble with thix legisla.
© tive ball.of wax. Cody is charged with the en.
' . forcement of the law, But he points out that the
¢ "law doesn’t make.clear “who the attorney gener-

al may sue ... and for which violations.”. -
“Unfortunately, Tennessee’s leglslators lot

... themselves be pressured into endcting this -
: -.’,iness:'Come January, they should hastily repeal
v:‘.‘ t' “‘:-"".‘ " . :‘u './.': s e R
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LEGISLATIVE
TESTIMONY

Kansas Chamber of Commerce and Industry

i i i S 66603-3460 (913) 357-6321 A consolidation of the
500 First National Tower One Townsite Plaza Topeka, K (913)  consoldation of the

of Commmerce,
Associated Industries
of Kansas,

Kansas Retail Council

HB 2291 February 27, 1989

KANSAS CHAMBER OF COMMERCE AND INDUSTRY
Testimony Before the
House Committee on Transportation

by
Bud Grant

Vice President
Mr. Chairman and members of the Committee:
My name is Bud Grant with the Kansas Chamber of Commerce and Industry and I

appreciate the opportunity of appearing before you today in opposition to HB 2291,

-

The Kansas Chamber of Commerce and Industry (KCCI) is a statewide organization dedicated
to the promotion of economic growth and job creation within Kansas, and to the protection
and support of the private competitive enterprise system.

KCCI is comprised of more than 3,000 businesses which includes 200 local and regional
chambers of commerce and trade organizations which represent over 161,000 business men and
women, The organization represents both large and small employers in Kansas, with 55% of
KCCI's members having less than 25 employees, and 867 having less than 100 employees.

KCCI receives no government funding,

The KCCI Board of Directors establishes policies through the work of hundreds of the
organization's members who make up its various committees. These policies are the guiding
principles of the organization and translate into views such as those expressed here,

-

If there is one thing business in this country is built on Mr. Chairman, and
-« Committee members, it is free trade and the opportunity to rise or fall, to succeed or not

succeed, to sell or not to sell, based on one's own ability or desire. HB 2291 would

AFFach - 7




2rject into this private enterprise system the heavy hand of government and woulc
obviously result in restraint of trade.

Without a doubt Mr. Chairman, there are'those who think Sears sells washing machines
too cheaply, K Mart sells dresses too cheaply, and Dillards sells shoes too cheaply. But
Westside Appliance, or Rosie' Showoff, or Brown's Shoe Fit have remained in business,
without asking for governmental protection.

HB 2291 is a bad bill, it would set a bad precedent, and KCCI urges that it be

reported unfavorably.



