3 QUESTIONS ANSWERED

oW C-stores are
disrupting the food +
peverage industry




What's inside

Who are convenience store
(c-store) customers today +
what are they buying?

Are c-stores delivering better
experiences than quick-service
restaurants (QSRs)?

Are c-store experiences
leading to increased visit share
+ higher loyalty?
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The c-store segment

IS evolving to incorporate
more food + beverage options,
and customers are biting.

C-stores aren’t what they used
to be —an industry once known
for “smokes and Cokes” has
revamped its offerings and

is taking a seat at the food

and beverage table.

With 4 c-store brands on the
2018 Nation’s Restaurant News
list of the top 100 restaurants,
it’s clear the game has
changed —and c-stores have
an opportunity to win big.
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Methodology

How we got the data

SurveyMini®—SMG'’s location-based
mobile research app—uses precise
mapping technology to trigger
visit-detected surveys to an active
user base of more than 140,000
respondents. The results give clients
dynamic, DMA-level competitive
intelligence on more than 6,500

brands across 650,000+ locations.

SurveyMini’

120k 4t

responses

Study period:
7117 — 5/31/18

v
Results have been weighted
by gender + age to be
nationally representative.
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C-store visits are often segmented

by purchase type. Pre-packaged food
and beverage items are not included
in food/beverage groupings.

me= |
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Please rate your overall satisfaction

with your experience at this brand.

Please select one answer

Highly Satisfied

Satisfied

Neither Satisfied nor
Dissatisfied

Dissatisfied
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Executive O'I Almost half of c-store customers make a food

or beverage purchase during their visit, a trend

S urmima ry that continues to rise

OZ Men are visiting c-stores more often and buying
more food there, but women aren’t far behind
with beverage purchases

O 3 Across every purchase type, c-stores are
winning with customers of all ages

04 Customers are happier with food + beverage
purchases from c-stores than from QSRs

O 5 Highly satisfied c-store customers who purchase
food + beverages are returning 4.5 days quicker
than QSR customers
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A previous stigma of “gas station food”
IS evaporating— customers of all ages are
purchasing food + beverages at c-stores

When it comes to beverages, older customers are leading
the charge and are particularly drawn to self-serve drinks

While it’s pretty even, we’ve noticed slight

differences in these age groups. Customers
under the age of 44 are slightly more
inclined to buy food at c-stores, while those

O —
% Purchased Item at C-store by Age GFOUp over 45 are big fans of self-serve beverages.

B uUnder2s M 25-34 W 35-44 M 45-54 M 55+

% % %
13% 13% 13%

10% 10 10% gy gs

% Visits

Self-Serve Made-to-Order
Beverage Beverage Beverage

Purchased

Purchased Pre-Made Made-to-Order
Food Food Food
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Men are more likely to purchase
food at c-stores than women

Men are visiting c-stores more often and

5 buying more food and beverages, but women
% Purchased Item at C-store by Gender aren’t far behind with beverage purchases.

B Male H Female

ﬂ
N
o1
N

% Visits

Average monthly visits
QOO OOOOC

QOOOOY

Purchased Pre-Made Made-to-Order Purchased Self-Serve Made-to-Order Men Women
Food Food Food Beverage Beverage Beverage
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Customers with a wide range
of incomes are purchasing food +
beverage from c-stores

While customers who make less than

$25,000/year are buying food a little more,
income doesn’t have much impact on the
c-store customer.

% Purchased ltem at C-store by Income

Under $25,000 B $55,000-$99,999

M $25,000-$54,999 W $100,000 +
32% 32% 3% L

23%

20% 19 q9%
15%
'_g 12% ne 12% _fg
O\O m 0\0
Purchased Pre-Made Made-to-Order Purchased Self-Serve Made-to-Order
Food Food Food Beverage Beverage Beverage
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Who are c-store customers
+ what are they buying?

While demographics have some effect on
purchasing behavior, they don’t define the
c-store customer.

As c-stores continue to evolve, so do their By understanding what their customers are
customers. With enhanced menu selections drawn to and continuing to adapt to those

and a maintained focus on value, c-stores are expectations, c-stores could increase this food
becoming a food + beverage destination for + beverage customer base —securing loyalty,

all customers—no matter their age, gender, return business, and increased revenue.

or income.
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Are c-stores delivering better
experiences than QSRS?
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C-stores are creating more satisfied

customers than QSR brands

With a food or beverage purchase, 80—-90% of the top
10 brands for overall satisfaction were c-stores, not QSRs

C-store satisfaction scores
are higher than QSR.

Overall Satisfaction A 4
Beverage, No Food Food, No Beverage Food + Beverage

C-store Brand B 70%  C-store Brand E 70%  C-store Brand K 75% Ove ra | Sat|5fa ction by V|S|t Type
C-store Brand E 68%  C-store Brand D 64%  C-store Brand B 74%

QSR Brand J 67% C-storeBrandB  64% C-storeBrandA  73% W C-store QSR

C-store Brand J 65%  C-store Brand A 62%  C-store Brand E 72% ok
C-store Brand A 63% C-store Brand C 61% QSRBrandJ 71% 62% 61%

C-store Brand D 60% QSRBrandJ 60%  C-store Brand C 69% 55%
C-store Brand K 57%  C-store Brand J 57%  C-store Brand F 69% 49*

C-store Brand G 56%  C-store Brand K 54% QSRBrandK 68% E_) g%

QSR Brand G 55%  C-store Brand G 54%  C-store Brand J 66% 2

C-store Brand C 54%  C-store Brand F 54%  C-store Brand H 64% $

C-store Brand H 52% QSR Brand K 54%  C-store Brand D 64% g

QSR Brand H 52% QSR Brand H 50% QSR Brand H 64% T

C-store Brand F 49%  C-store Brand H 48% QSRBrand G 60% X

QSR Brand A 49% QSR Brand B 46%  QSRBrand A 59%

QSR Brand D 47% QSR Brand G 42%  C-store Brand G 57% Beverage, Food, Food +
QSR Brand E 45% QSR Brand E 38% QSRBrand B 57% No Food No Beverage Beverage
QSR Brand B 45% QSR Brand D 37% QSRBrandE 56%

QSR Brand K 42% QSR Brand A 37% QSR Brand D 54%

QSR Brand C 42% QSR Brand F 34% QSR Brand F 50% ©Service Management Group | Confidential | All rights reserved | www.smg.com 13// 25
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What's driving satisfaction at c-stores? Everything.

Food + beverage customers are
more satisfied with c-stores than
QSRs across all measures

Grab-and-go options +

quicker lines help c-stores Customers don't feel they’re

get aleg up on QSRs sacrificing quality food +

with speed. beverages by choosing
c-stores over QSRs—they’re
happier with the taste.

Satisfaction by Brand Segment

B C-store QSR
68*

54%
49*

Friendliness matters

and c-store associates
are doing it better than
QSR associates.

Overall Value Staff Speed of Taste of Taste of Food
Friendliness Service Beverage
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C-store wins the morning + late-night
crowd but is also putting the pressure on
QSR during lunch and dinner

No matter the time of day,
c-store customers are more satisfied.

Food + Beverage Purchases: Food + Beverage Purchases:
Time of Visit Overall Satisfaction
M C-store QSR M C-store QSR
69% 69% 69% 71% 72% il
8 = 54 S 54* 54* o7
28% 27% ) 29% .(£
23 o 2 o
" >
13% 14% -ED
7 o - T
[] m. -
5am Mam 2pm 4pm 9pm 12am 5am Mam 2pm 4pm 9pm 12am
to to to to to to to to to to to to
11am 2pm 4pm 9pm 12am 5am 11am 2pm 4pm 9pm 12am 5am
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% Highly Satisfied

Despite more males gravitating
toward c-stores, the satisfaction level
across genders is relatively even

Though it may be easy to assume men

would be happier than women with food

Satisfaction with ltem Purchased at C-store by Gender and beverage purchases from c-stores,
research shows fairly equal satisfaction.

B Male B Female

66%

64%  64%
©
Q@
o
©
0
>
e
o
T
o
Purchased Pre-Made Made-to-Order Purchased Self-Serve Made-to-Order
Food Food Food Beverage Beverage Beverage
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ACross every purchase type, c-stores
are winning with customers of all ages

Customers under the age of 34 are generally happier with c-store food + beverages—
though customers over the age of 55 are pretty pleased, too

The future is bright for c-stores, with
millennials and Gen-Z most satisfied

Satisfaction with Item Purchased at C-store by Age Group with their food + beverage purchases.
M Under25 M 25-34 M 35-44 M 45-54 M 55+

71%

% Highly Satisfied
% Highly Satisfied

Purchased Pre-Made Made-to-Order Purchased Self-Serve Made-to-Order
Food Food Food Beverage Beverage Beverage
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Are c-stores delivering
a better experience
than QSRs?

In a word, yes. Our research shows the c-store
experience is rated better than QSR when a
food or beverage item is purchased.

That bears repeating: Customers are more
satisfied with food and beverages purchased at

convenience stores than those from restaurants.

©Service Management Group | Confidential | All rights reserved | www.smg.com

How? Why?

C-stores are providing customer-centric service
and quality products with true convenience
and value to the customer—giving QSRs a run
for their money.
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Are c-store experiences
leading to increased

Vvisit share + nigh
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Across all major motivators, Apeviouspositve

customers coming back.

c-store is beating QSR

It’s more than a name—c-stores
provide convenience through
their prime locations and

by offering a one-stop-shop
for multi-tasking customers.

C-stores’ self-serve
style means customers
don’t have to wait.

Reason for Visit by Visit Type

QsR: M Beverage, No Food M Food, No Beverage WM Food + Beverage 73* 73%

C-store: Beverage, No Food M Food, No Beverage M Food + Beverage M Fuel 65%
60% . 60%
56* oS
o
44%

.2 31%
() %
> 25+ &2
© 22%20%

) 13% 14%

17% g% 10* g%

5% 4% g% 6"
2% 3% 4* 4 2% 3%
Advertising Coupon/Promotion Speed of Service Previous Location Convenience

Positive Experience
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C-stores have a big opportunity with
an untapped pool of potential customers —
and could win loyalty from QSR guests

While only 14% of customers have bought both food +
beverage from c-stores, those who have are choosing
c-stores over QSRs 40% of the time

Visit Share by C-store Behavior

C-store Behavior

B Have Never Purchased
Food or Beverage

71% »
147 »
1M1% »
4% 'y

[ Have Purchased Both
Food and Beverage

Il Have Purchased
Beverage, Not Food

Il Have Purchased Food,
Not Beverage
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If c-stores can get food + beverage

customers in the door, they’re likely
to return.

Visit Share M C-store QSR
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C-stores have been able
tO create a positive experience +
have a faster rate of return

Days Between Visits for Highly Satisfied
Food and/or Beverage Customers

C-store:

ﬁ 4.3 days

QSR:

Highly satisfied c-store customers who
purchase food or beverages are returning

4.5 days quicker than QSR customers.

8.8 days
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Are c-store experiences P
leading to increased 4
visit share + higher loyalty?

Yes. Customers who are shopping c-stores for C-stores are doing just that. By providing food
food + beverages are leaving highly satisfied and beverage items with quick, convenient
and returning quicker. service, they’re creating a positive experience

N : . and giving customers what they want.
Winning customer loyalty is everything in the giving y

service industry. Sure, getting them in the door And it’s paying off.
and buying your product is the goal, but so is
making them happy and keeping them coming
back for more.

With 70% of customers still not buying food or
beverage items from a c-store, they have a big
untapped resource of customers whose loyalty is
ready to be won.
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This is only
the beginning.

C-stores are heating up and show
no signs of cooling down.

Many brands are making huge investments
in store remodels —focusing not only

on product offerings but cleanliness,
convenience, and ambiance. They’re not
just a pit stop anymore —they’ve become

a destination.

The look, taste, and reputation of c-stores
aren’t what they were 10 years ago—and
they’re not going to be the same 10 years
from now.

Are you ready?
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<NOW more.
O better.

There’s a huge opportunity That’s why today’s leading brands
for c-stores to capture more use customer experience (CX)
customers and keep them programs to collect and act on
coming back. And as c-stores customer feedback in real time.
continue to redefine the meaning SMG partners with more than

of convenience for customers, 500 retail, restaurant, and c-store
there’s really only one strategy brands—helping them make

that makes sense. better business decisions and

Listen better. Act faster. drive real change.

Outperform the competition.

About SMG smg.com

SMG (Service Management Group) partners with more than 500 brands around the globe to create Connect with us in -y
better customer and employee experiences, which drive loyalty and performance. SMG uniquely
combines technology and insights to help clients listen better, act faster, and outperform the competition.
Strategic solutions include omniCX™, Brand Research, and Employee Engagement. SMG evaluates
250 million surveys annually, across 130 countries.

Kansas City: 1.800.764.0439
London: +44 (0)20 3463 0700
Tokyo: +8 (1)03 4580 2700
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If you're ready to find out

how customer insights can
better drive your business,
visit smg.com/contact-us.

service
management
groupe




