Integrated Gas Island Vending 
A Whitepaper for Convenience Store Owners

Convenience Retailers – Growth in a Challenging Economy
If you find it difficult to chart a path for growth in this economy, integrated gas island vending may help you solve this problem by focusing on a captive audience that you may have overlooked.  After a couple challenging years, 2010 was a year in which prosperity returned in large measure to the convenience and fuel retailing industry.  Profits are up, store counts reversed a two-year decline, key drivers are robust and evidence of financial strength is impressive.  According to preliminary NACS data, the total convenience store industry in 2010 generated sales of $575.6 billion, up 12.6% from the prior year.  Fuel sales alone accounted for more than two-thirds of that total at $385.3 billion. To provide some relevant perspective, Walmart revenue in 2010 was $403 billion.  So although the industry is made up of a lot of relatively small stores - more than 146,000 at last count – in aggregate they are a big deal!  They stretch from coast to coast and are literally in every single community in the United States.  Last year’s profits for the c-store industry hit a record high $6.5 billion but expenses were also higher, resulting in a gross margin of 1.1%.  
Competing for Customer Mindshare
While the channel is enjoying the return to better times despite ongoing lagging economic concerns, they are ever mindful of the amount of activity required to generate sales and the need to continually look for ways to control their expenses.  Winning retailers will continue to look for ways to connect with their customers and will communicate on more than just value.  They will focus on the balance between price and benefits and the emotional connection that’s established and hope to build a relationship that reflects a shift in shopper loyalty and share gain.  Consumers will pay more for items that provide benefits in the areas of convenience, indulgence or health.

Winners of the retail game will also take an innovative approach and try new technologies.  New store formats and new services – foodservice, gift cards, private label offers to mention a few - are being rolled out extensively in the channel.  Online communication via social media, smartphone apps and other digital media is crucial and the growth in adoption rates reflects that.  From a promotional standpoint, coupons are experiencing a renaissance while loyalty cards and gas savings are increasingly important.  

Know Your Customers 
Changing demographics and generation differences will continue to challenge retailers to understand who their customers are and how best to connect with them.  We are each a product of our generation; as such, we are all wired differently with different expectations that are a result of the environment that we grew up in.  Imagine the challenge convenience retailers face today marketing to four generations of consumers at the same time. 
1. Millennials or Generation Y, born between 1982 and 2003
2. Generation Xers born between 1965 and 1981
3. Baby Boomers born between 1946 and 1964
4. Mature Citizens born between 1909 and 1945

The challenge of connecting to each of these groups is an interesting one that will test the creativity of convenience retailers.  Winning retailers will maintain a keen focus on their customers, learn their specific buying preferences and look for innovative and creative ways to deliver products which maximize value, price and convenience for a better shopper experience.
Right Time – Right Place
Periodically innovation, technology and market dynamics come together at a point in time to create a new opportunity that progressive retailers will see before their competitors do.  It seems such an opportunity exists today for retail gas customers, who account for 67% of c-store revenues.  According to NACS research, 56% of convenience store customers buy only gas.  This is true despite persistent efforts by retailers to encourage customers to walk inside their stores or to their kiosks.  

Retailers are increasingly turning to loyalty programs to further influence shoppers’ preferences.  However, the resulting detailed knowledge of the convenience store customer has served to highlight the reality of two distinctly different customers – those that come into the store or to the kiosk, and those that don’t.  Retailers are coming to grips with the fact that gas only customers – the majority of the convenience store customers – prefer not to leave the gas island.  In fact, loyalty programs are helping them identify exactly who these customers are and what percentage of their overall customer base they represent.  Certain customer groups simply won’t venture to the storefront.

· Parents with children:  Unbuckling the kids, holding their hands, and crossing a parking lot is done only when necessary. The same goes for pets!
· People in a hurry:  For dual career families, commuters, and other individuals pressed for time, every minute counts.  If you offer pay-at-the-pump, you have already realized that this is true.
· Inclement weather:  Even in an ideal climate, it’s hard to beat the comfort of a car that is cool in the summer, warm in the winter, and always dry.
· Professionals:  Surveys show that most professionals rarely venture into the store; they appear to fit in the “in a hurry” group.
· Security conscious: There are times, particularly after dark, when many women and men feel safer staying close to their automobiles and will not go into the store or to the kiosk.

Market research has shown that these “drive-through” customers will not only buy from gas island vending systems but will select their gas stations partially based on whether or not gas island vending is available.  Furthermore, heavy convenience store users are unlikely to be distracted by gas island vending.  They will still go into the store for fountain drinks, cigarettes, and other items.  Both customer groups – those that go in and those that don’t – are creatures of habit and they aren’t easily swayed from their routine.
The gas customer has long been a captive audience with limited choices.  With the rapid and sustained growth of ‘pay at the pump’ options, it would appear that there is a potential to create new buying zones at the gas island for a customer that has largely been ignored for quite some time.  Savvy retailers are adapting to this new reality and are actively looking for ways to enhance the buying experience for all of their customers.  
Some early attempts at creating buying opportunities at the pump have included kiosks with a variety of product offerings.  The results have been mixed based largely on the relative convenience of the product and the purchase transaction.  Gas customers want more products and services at their disposal, but they want a shopping experience that is equal or better than that with which they have become accustomed.  An ideal solution would be to tie the purchase of new products at the pump to the fuel purchase by integrating with the retailer’s point of sale (POS) system.  The purchase process is familiar to the gas customer, a simple transaction requiring no learning curve.  The gas customer enjoys the convenience of expanded service at the pump, no wasted time and the satisfaction of a cold beverage to go.  As the convenience store owner, you reap the benefits of renewed customer focus with a drink sale that may contribute as much margin to the bottom line as the entire fuel transaction.
Consider the many benefits of integrated gas island vending:
· Drive high margin impulse sales
· No erosion of in-store sales; incremental volumes enable business growth
· Expanded service to a captive gas island customer
· Single card swipe convenience for customers buying gas and vended items
· A growing and loyal base of convenience minded customers
· Increased gas sales from increasingly loyal customers
· New increased site traffic and strong in store sales
Vendgogh is a leading supplier of integrated gas island vending solutions.  Regardless of your format (large convenience store, small format store or a kiosk), gas island vending with Vendgogh can set you apart from your competitors.  Enjoy increased gasoline and product sales and terrific customer loyalty when you install our automated vending solutions at your locations.  For more information, contact us at (919) 674-6198 or 888-466-8886; Email: Info@Vendgogh.com.


