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No new launch is without risk.
Usually, when one considers a
new business idea one sizes up
the competition — how much
there is, what they charge,
degree of customer loyalty. One
also considers cost of entry,
political risk, chargeable margins
and breakeven volumes.
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Only when all of those look compelling
does any entrepreneur launch.

The oil and fuel product distribution
industry probably ticks every box in
terms of risk: it is a mature industry
choc-full of established players with a
ready infrastructure network; it faces
political risk at every turn and has a
high degree of price volatility, although
it is reasonably price inelastic. Oh, and
margins are fractional.

This is the world Flexxon proposes to
creep up on.

In business analogy terms, if Flexxon is
successful, it will have achieved what
internet and telephone banks did in
Britain in the 1990s - stealing a march

on the established order by changing
ideas about just what infrastructure
was needed to run such a business
successfully. In  banking, the idea
that one could run an operation that
come close to competing with the big
boys without a branch network was
unthinkable.

However, those internet and telephone
banking young guns swapped the branch
for the customer’s home; the counter
for the phone and changed the way
the entire industry operated within five
years.

There is a barometer of potential
success for business pundits, whatever
the industry. At one end of the scale
is the, “my goodness, I can't see how
this industry has operated without one
of these,” which is the equivalent of a
fair weather reading for new business
entrants. At the other end is, “yes, but
how is this going to work?” which could
best be described as a stormy outlook.
Internet banking and telephone banking
was so logical the end users got it straight
away and it generated a momentum
of its own. Flexxon is proposing to
do something similar in the world of
fuel distribution and retail. It wants to
muscle in on the action with a unique
piece of kit that will make it a greener
more nimble fuel retailer.

The above ground storage tank is an idea
so logical and simple that it is a wonder
the industry struggled along for so long
without it. Basically, Flexxon’s petrol
station would not sink storage tanks
into the ground but stand them, like
containers, upon concrete bases.

This makes the petrol station quicker
and cheaper to set up and run and means
that, if one point of sale is not delivering
the expected returns or reaching the
anticipated population numbers it can
be moved, on the back of a lorry, to
somewhere more appropriate.
Environmentalists should also prefer it
to the traditional sunken model. Petrol
and diesel are less likely to leak into the
surrounding soil from a self-contained
above-ground facility than from the
traditional  model. Therefore  the
environmental impact is lessened and
the clean-up costs to change the use of
the site in future years are significantly
reduced.

This is Flexxon's own “I can't believe
they haven't done that before” idea. It's
good. It's catchy, but is it enough?

The business will be run through
standard partnership agreements and
some of the partners already on board
are impressive.

Starting at the retail end, Flexxon has
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tied up with Spar, which is Denmark’s
third biggest supermarket retail chain
with 450 outlets and which also enjoys
significant  pan-European  coverage.
More to the point, Spar has not yet sold
fuel at any of its outlets. This is a new
venture for both parties. This is also the
bit where most of the cost savings will
be made, allowing Flexxon to flex what
competitive advantage muscles it can.
On the one hand fuel is reasonably price
inelastic — consumers still need it no
matter how expensive it is. On the other
hand, because it is expensive, consumers
frequently vote with their feet and shift
their business to a cheaper retailer,
often driving out of their way to do so,
particularly in hard times. Flexxon’s
above-ground retail point is cheaper to
install and operate allowing the firm to
pass some of those marginal benefits
on to consumers, therefore encouraging
consumer migration from launch.

So far so good.

However, every element of Flexxon’s
vision depends upon the strength of the
partners it has chosen to facilitate its
vision at each stage of the process.

Yes, Flexxon has teamed up with Spar
— a highly recognisable brand name —
to establish retail points but Spar has
nothing to do with the delivery of the
infrastructure, or indeed the fuel itself,
to the point of sale venues. For these
Flexxon has linked up with Skanda A/S
and Skanol A/S respectively.

Flexxon's success therefore depends
upon the pedigree of these partners and
their ability to deliver on time and within
budget.

Skanda is the brawn behind the retail
delivery system. The company has a
strong track record in delivering fuel
infrastructure, yet it, too relies upon
partnership agreements so if something
is not delivered according to plan,
Flexxon may not have any control over
the timings, costs, reasons for over-runs
and how its partners have chosen to
prioritise their business priorities. The
more partners are involved and the more
sub-partnerships are created, the less
visibility Flexxon retains.

That said, Skanda has eighteen years’
experience in the design and delivery
of fuel infrastructure systems from
storage tanks to pipelines. Its own
partnership agreements facilitate things
such as the handling of fuel from sea
imports to onshore tank storage; the
tank storage itself and sandblasting and
metal treatment to enable facilities to be
appropriate for fuel storage.

Skanol - a joint venture company
established eight years ago — has a fleet
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young guns swapped the branch for the

customer’s home, the counter for the phone

and changed the way the entire industry
operated within five years.

FLEXXON'S MOBILE FUEL
STATION. THE MARKET
WILL SHOW HOW THIS
IDEA IS ACCEPTED BY
CONSUMERS. CERTAINLY
ITIS AVERY INNOVATIVE
CONCEPT.
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of 200 oil and fuel tankers that will keep
Flexxon’s retail and storage sites topped
up. It is envisaged Skanol will expand its
fleet as and when demand for Flexxon
fuel products increases.

This is not the end of the Flexxon dream.
The firm also wants to be a dominant
player in the agricultural and industrial
fuels sector.  Again, distribution of
these fuels will all to Skanol. However
at the wholesale level, the industrial
oil products will be managed by DK
International A/S — already a solid fuel
and feedstock player in the Danish rural
community.

All the partners it has chosen already
have the necessary exposure to their
fields to bring experience to bear on this
project. That, combined with Flexxon’s
revolutionary point of sale infrastructure
should be enough to ensure the company
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has staying power in this hugely
competitive industry.

The fact that everything is to be
facilitated through partnership
agreements is, in itself, not a problem.
That is how everything in this field is
achieved; such are the set-up costs and
logistics involved at each stage of the
fuel business from extraction to retail
sale. However, this is also precisely the
area where things can unravel. What
makes or breaks a company in the
fuel industry is its ability to deliver the
same goods at better margins using the
same distribution model as its rivals. If
Flexxon can not only deliver it vision
but also build a reputation for reliability
while also maintaining a handle on every
stage of the multi-partnership process
then there is no reason why it shouldn't
succeed.
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