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more margin protection and more
insulation from raw material price
increases.

Moving to niches and emphasis of
value propositions other than price
is a more-than-a-single-year possibility.
But the lessons learned in 2008
need to be examined more carefully
than ever.

Biofuels or “Biofools” Part Two

Last year, we talked about success
in biofuels being directly related to
feedstock selection. The selection of
those feedstocks that can also be used
for food can have a dramatic impact on
the agricultural commodities markets.
But looking at non-food crops as
feedstock sources and looking at
technology development are multi-
year issues. Corn continues to be one
of the most widely-used feedstocks for
fuel ethanol in the U.S. and its price
has been a roller-coaster ride similar
to crude, with prices hitting a spike in
July and with November prices half of
the July highs. VeraSun, the nation’s
largest publicly traded ethanol producer,
filed for Chapter 11 protection Oct.
31, and announced the possibility of
closing three plants. VeraSun’s woes
are blamed, in part, on bad calls on the
direction of corn prices.

The lubricants business

will continue to be essential to so

many sectors of the economy.

With ethanol mandated in gasoline
in many Midwestern states, biofuels are
with us for the short term. This means
a continuing need to ILMA members to
have answers for mixed fleets running
on biofuels.

Distributors Consolidate and
Consolidate and ...

For some ILMA members, their
greatest competitive threat is the
local lubricant distributor. In some
cases, ILMA members are lubricant
distributors as well. In 2008,
consolidation of distributors continues.
The impetus is to achieve better
regional coverage, to strengthen the
leverage position to the supplier, and to
offer regional and national customers
broader coverage. We expect this trend

Figure 2
Acquisitions of Lubricants Distributors, 2008
Acquiring Company Acquired Distributor(s)
CHS (Cenex) L&L Holdings & Subsidiary
Lubricorp LLC Rogers Petroleum Inc. and Kelso Oil Company

merge to become Lubricorp LLC

Titan Global Holdings Inc.

Crescent Fuels Inc. was a privately held petroleum
distribution company

Source: Kline & Company
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to continue with the logical endpoint
being several national distributors
(think about the model of chemical
distributors Ashland and Univar).

What will 2009 bring?

As we reflect on 2009, we are all
bracing for what is likely to be one of
the more trying financial and economic
times in recent history. It is clear that
the lubricants business will continue
to be essential to so many sectors of
the economy. To ensure that ILMA
members thrive, reacting to basestock
volatility by covering downside risk and
moving focus to high value-added space
will be important. Recognition of the
impact of biofuels and consolidating
distributors must also be weighed in
as well. The direction and trajectory of
change is unclear, so the question is:
Are you going to use 2009 to take the
next step in your company’s progress in
establishing strong unique positions? §

Thanks to Stephen Lapitka and Ritshka Vij for
their assistance with this article.
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