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P‘EDITOR'S NOTE BY EMILY REFERMAT

Innovations for
@VendingMagazine

Reaching out via social media is not only innovative, but brings customers to the
machines, brewers and markets to see other enhancements.

ocial media is certainly a catch phrase

buzzing around businesses these days. It

can increase consumer reach or encourage
discussion among professionals. That’s why it’s
my vote for an innovation award — figuratively.

Social media is already being used successfully
by a number of vending operations. CNC Vending

won the 2012 award for its social media contests

which gained it more than 360 likes. There’s also

Gourmet Coffee Services out of California who
is very active on Facebook.
They continue to run

502 likes (as of this writ-
ing). A number of people
comment during each con-
test and the OCS company
records video announcing
contest winners.

Social media can also
foster communication
among professionals. Just
the other day I was reading
that there are three differ-

UTILIZE
the ability
to engage
customers
with social
media

cuss how doctors who use

professional productivity,
were more innovative and

That’s pretty impressive.
Now what about vending?
As I ' was writing this,
Automatic Merchandiser and VendingMarket-
Watch had 349 likes on Facebook — and count-
ing. It’s not just about likes, however, but about
driving communication. Every month we watch

special promotions and have

ent research papers that dis-

social media improved their

provided better quality care.

the topics we post to social media sites increase
traffic and get people talking. It’s an exciting addi-
tion to how we get information out to readers.

SOCIAL MEDIA NUANCES

While social media is a vast, uncharted area,
there’s certainly ways to utilize it. Within our
industry some of the most outspoken posters
are the technology companies. They are actively
engaging the vending community. And what
about consumers? I’ve seen a number of them
voice comments, whether it’s to participate

in the latest OCS contest or lament the empty
vending machine.

There is definitely lots of innovation going on
in the physical world of vending as well. Micro
markets are driving profits and new business
models. We discuss how operators can rediscover
fresh food sales in this issue on page 22.

The increase in telemetry and what’s avail-
able is another great example of innovation.

Jim English, CEO of Sprout Retail discusses the
roadblocks to telemetry and how we can find
solutions on page 8.

Let’s not forget how many ways exist for
operators to take used, dated equipment and
make it new again. The benefits of retrofitting
span from increased consumer engagement and
merchandising to better security. Read about it
on page 14.

Innovation at the point of sale is definitely
important, but being innovative online gets con-
sumers to come to the vending machine, coffee
brewer or micro market in the first place. It’s a
whole new level of engagement and one I think
vending operators are just starting to scratch the
surface in of what is possible. | €
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lris from CoinCo and

InOne Technology |«

Leading Innovation from
Coinco and InOne Technology

he Iris System gives vending
operators the ability to focus
directly on profits by being a
comprehensive and flexible telem-
etry and cashless solution. The Iris
System is made up of 5 components:
Iris Connect- A versatile remote data
device that offers cashless payment
options. The Remote Data Collec-
tion System can be monitored online
anywhere taking the guesswork out of
inventory and restocking.
Iris Vision- A management soft-
ware system that gives an accurate
view of the vending operation at

ADVERTORIAL

all times. Iris Vision enables you to
make routes more efficient through
dynamic route scheduling, provide

better inventory as well as machine
and superior cash management.

Iris Reader Series- The card reader
that gives the consumer more ways
to pay and more incentive to spend.
The system is compliant with
industry standards and certified by
all major card processors. The Iris
Reader Series has 3 levels of pay-
ment acceptance.

Iris Window- A full color LCD
touchscreen. Designed to be used in

indoor and outdoor environments,
Iris Window allows engagement with
the customer by providing nutri-
tional information, available choices,
cross-selling and promotions.

Iris Media- Offers the full capabili-
ties of Iris Connect, plus the option
of customer interaction when used
with the Iris Window display.

Iris is designed to grow as your
business grows, so you don’t need to
purchase the complete system right
away. To learn more on how to add
cashless technology to your opera-
tion, visit MyIrisVision.com. | <

iris
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P‘PUBLISHER'S NOTE BY MONIQUE TERRAZAS

Out of all the wars out
there — Why Water?

Let’s not reward people with guilt for making a good choice.

n April, VendingMarketWatch fea-

tured an article from the Des Moines

Register on the successful student-led
campaign to ban the sale of single serve
bottled water. I can’t help it. I had to do
a double and triple check to make sure
that I had understood the story cor-
rectly. Surely this couldn’t be true, could
it? Well, it is and all I can really say is I
wish I was young again.

You see, when I went to college, I
probably would’ve been on board to help
save the Earth by
joining this effort
to ban single serve
bottled water. I
mean, come on,
why spend the
money to actually
buy water when
it’s all over for
free? I’d have gone
to bed feeling bet-
ter that I somehow
made a difference. I
did my part!

WORK
to find a

com p ro mise However, I've
. gotten older and

that will now see the world

h e lp Uus in in an actual big-

der picture, not
just the one that I
thought for sure I
knew when I was in college. After all,
aren’t we all know-it-alls when we are
in college? But I digress. With the push
to make healthier choices, bottled water
sales have grown over the years. We’ve
made it a convenient option for con-
sumers to purchase water. Now we are
going to applaud them for their choice
in beverage, but tell them it’s not good

the long run

enough because the environment could
suffer? Whatever happened to the
campaigns of Reduce, Reuse, Recycle? 1
think the message was pretty clear and
gave an option for all of us to use. How-
ever you practice the three R’s is up to
you, but at least you have a choice. The
choice wasn’t made for you as it was
for those at Drake University.

Lost educational opportunity

If these students would’ve thought a
little bit further about the bigger pic-
ture, maybe they would’ve seen a dif-
ferent opportunity to accomplish two
objectives instead of giving people guilt
complexes. The students cannot deny
that drinking water is good for you and
they should continue to support the
effort. They need to also realize that
bottled water is a convenience, similar
to that of any single serve beverage.
While the effort to provide everyone
with a reusable water bottle to be used
at refilling stations is commendable,
they could’ve also reached out to the
school and the vendors to partner on
increasing recycling awareness.

What will be interesting is to tab
these students ten years after they
have left college to see how much their
bottled water ban really saved the
Earth — or even if the ban is still in
place and what their feelings would be.
The moral of the story is this: instead
of running around trying to ban
everything that might hurt something,
I wish society would take a step back
and try to work out a compromise
that helps everyone in the long term,
instead of what you feel passionate
about today. | €
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Micro markets begin

integrating with vending data

esponding to the

continued growth

of micro markets,
365 Retail Markets and
Avanti Markets have
partnered to develop an
industry data integra-
tion standard. Known as
Access Integration and
Management (AIM),
this standard will allow
micro market operators
to leverage their exist-
ing investment in vend-
ing management systems
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New standards and software enable operators
to effectively manage data from both platforms.

(VMS) to more efficiently manage their growing base of micro markets.

AIM was designed to be a single interface for managing product, sales and inven-
tory data and was built as a common application programming interface (API) as well
as being an open protocol available to all micro market and VMS providers.

CANTALOUPE INTEGRATES USING SEED
Cantaloupe Systems recently announced Seed Micromarket Integration as its move
to integrate micro market and vending data. Seed’s cloud-based tools allow operators
to schedule, pre-kit, service and manage markets alongside traditional vending, with-
out costly retraining or complex switching between multiple I'T systems, according

to the company.

First Emerald

Vending closes

P First Emerald Vending of
lowa City, lowa, has closed

and its machines auctioned
by the Hamilton Group, LLC.

Hostess reopens
facilities

» Hostess Brands, LLC, as
a new company and employer
under new ownership,
announced plans to reopen

and begin hiring employees
for its bakeries located in
Columbus, Ga., Emporia,
Kan., Indianapolis, Ind. and
Schiller Park, Ill. The Georgia
and Kansas facilities will
resume producing Hostess’
iconic snack products in the
summer of 2013, including
Twinkies, Cup Cakes, HoHos
and Ding Dongs.

Coca-Cola to cut 750
U.S. jobs

» Coca-Cola Co. will
cut 750 jobs in the U.S.,
according to CBS News.
The 1 percent workforce
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reduction will be across
the board but primarily in
Atlanta, Ga., where the
company is based.

VendScreen founder
exits, starts new
company

P Paresh Patel, inventor

of the VendScreen Revolu-
tion™ smart device for

new and existing vending
machines, announced he is
leaving VendScreen due to a
decision by investors. He is
starting a new company —
VendNext, which will provide
a rich consumer experience

with personalized data and
purchasing options available
on smartphones.

Pepsi redesigns hottle
after 16 years

P Pepsi has unveiled a
new single-serve bottle for
its Pepsi trademark portfolio
including Pepsi, Diet Pepsi,
Pepsi MAX and Pepsi NEXT,
marking its first design
update since 1996. The
bottle is rolling out in mar-
kets nationwide in 16-ounce
and 20-ounce packaging,
with full conversion taking a
few years.

Mrs. Freshley’s
updates packaging,
logo

P> Mrs. Freshley’s, an
award-winning line of snack
cakes and pastries from
Flowers Foods, has unveiled
a brand new look: packaging
with a bright modern design
that compliments a new logo.



Coca-Cola expands
five bottler territories

» The Coca-Cola Co.
announced that it has taken
a significant step toward its
2020 vision by commencing
implementation of a 21st
century beverage partnership
model in the U.S.

Under the new model,
The Coca-Cola Co. and five
U.S. bottlers have agreed
in principle to take the next
step in creating a stron-
ger U.S. business model
through the granting of new,
expanded territories. The five
bottlers are Coca-Cola Bot-
tling Co. Consolidated, Coca-
Cola Bottling Co. United
Inc., Swire Coca-Cola USA,
Coca-Cola Bottling Co. High
Country and Corinth Coca-
Cola Bottling Works Inc.

As the model continues to
evolve, the company antici-
pates pursuing additional
steps with these bottlers in
the future.

Community Coffee Co.
launches single cup

» Community Coffee Co.,

a large family-owned and
operated retail coffee brand
in the U.S., has introduced
new single-serve coffee
cups. Made with premium
quality Arabica coffee beans,
the single-cup is available in
Dark Roast, Café Special®
and Breakfast Blend.

Caribou Coffee closes
80 locations

P Caribou Coffee is closing
80 of its locations and will
convert 88 others to Peet’s

Coffee & Tea, according to
CNN. As a result of the clos-
ings, the Minneapolis, Minn.-
based coffee shop will be
nearly nonexistent in Ohio,
Michigan, Pennsylvania,
Maryland, Virginia, Georgia,
Illinois, eastern Wisconsin
and Washington. The chain
will continue to operate 468
locations in Minnesota, North
and South Dakota, lowa,
Kansas, western Wisconsin,
North Carolina, Colorado and
internationally as well.

American Vending
Machines expands

P American Vending
Machines, Inc. (AVM) in St.
Louis, Mo. has expanded its
operation. AVM has pur-
chased a 57,055 square foot
building 5 miles from its
current location that more
than doubles its size. This

is to help with the produc-
tion demand for good quality
remanufactured equipment,
according to the company.
The closing date is set for
May 3 on the new building.

Independent PepsiCo
hottlers trade areas

P Seeking to drive growth
locally, PepsiCo and two of its
leading independent bottlers,
Pepsi Bottling Ventures LLC
(PBV) and the Honickman
Group’s Pepsi-Cola Bottling
Co. of New York (PCNY),
announced their intent to
transfer certain franchise own-
erships in New York, North
Carolina, Idaho and Vermont.

PepsiCo has agreed in
principle to swap five counties
of its company-owned North
Carolina territory to PBV in
exchange for PBV’s 11 coun-
ties in Vermont and 18 coun-
ties in Idaho. PBV in turn has
agreed to sell its Long Island,
N.Y., territory to the Honick-
man Group’s PCNY.

TOP NEWS |«

People in the News

Former AMS president dies at 93

Former president and chairman of the board of
Automatic Merchandising Systems Inc. (AMS), Roy
Steeley died March 16 of natural causes. He was
93 years old.

Cantaloupe names vending veteran
regional sales director

Cantaloupe Systems Inc. recently announced
the hiring of Nancy Woodham to the position of
regional sales director.

Zenith Vending’s Jim Contis passes away

Jim Contis of Zenith Vending in Chicago lll.,
passed away Feb. 7, 2013. Contis ran Zenith for
more than 25 years. He retired from Zenith Vend-
ing and went on to run Food Industry News from
1982 until his passing in February. He would have
turned 86.

Contis

Crane’s Eric Fast Retires,
Max Mitchell To Be CEO

Crane Co. recently announced that Eric C. Fast, chief
executive officer, will retire from Crane Co. in January
2014. He will be succeeded by Max H. Mitchell, cur-
rent president and chief operating officer.

Wilbur Curtis names new manager

Wilbur Curtis Co. recently named Krista
Reddington as the new manager of sales
support and marketing.

) o

Reddington

CALENDAR OF EVENTS

MAY 21-23 0CT. 3-5

NCA 2013 Sweet & Snacks ACE 2013

Hyatt Regency McCormick Place, Embassy Suites Kingston Plantation,
Chicago, Ill. Myrtle Beach, S.C.
www.sweetsandsnacks.com/index.cfm www.atlanticcoastexpo.com

JUNE 7-9 0CT. 20-24

New England Spring Meeting NAMA Executive Development
Hyatt Place Mohegan Sun, Michigan State University,

Uncasville, Conn.
Phone: 860-705-435

East Lansing, Mich.
www.vending.org

SEPT. 19-21 NOV. 12-14
CAVC & AAMC Joint Annual NAMA CoffeeTea&Water2013
Meeting Gaylord Opryland Resort &

Convention Center,
Nashville, Tenn.
www.vending.org

Indian Wells Resort,
Indian Wells, Calif.
www.indianwellsresort.com
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3 telemetry roadblocks
and how to find solutions

By Jim English, Contributing Editor

Vending operators embraced telemetry hoping
for increased profits, but sound business analysis
is required to use the technology effectively.

ou’ve probably read a dozen arti-

cles about cashless and teleme-

try over the past few years. Most
of them provide a wonderful story of
how technology will allow operators
tosell more and s ervice less. T he
real question is — i f the success is
real, why are we still sitting in 2013
with less than a few hundred thou-
sand connected machines across an
industry of more than 5 million? The
answer is simple, for the most part
we’ve only heard half the story.

A few years ago an operator from
New O rleans, L a. w as e xplaining
telemetry to a group when he made
a simple but prolific statement, “We
don’t k now w hat we d on’t k now.”
At the time he was talking about the
need for daily sales data. Little did
I know, but that statement was one
that would be repeated over and over

through the years. The story of telem-
etry 2.0 starts with a few more things
we didn’t know, but need to under-
stand, to fully leverage telemetry.

We didn’t know how our
decisions impact the
bottom line.

The ¢ oncept o fp rofiti n
vending is straight forward enough
— take as much money as possible out
of the machine every time you open
the door. There are a couple of major
variables to manage: pricing and prod-
uct margins as well as service costs.
Simple sure, but truly one of the most
complicated problems I've ever come
across. W hy? Because vending is a
capacity ¢ onstrained e nvironment
where e very decision: e quipment,
assortment, pricing and even other
equipment on site all have an impact
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on p rofit. Vending i s a Iso u nique
because our service costs are much
higher t han t raditional re tail a nd
because they can vary significantly
by item. In a t ypical retail environ-
ment the focus is on gross margin —
in vending when we leave out service
costs, we miss the biggest variable on
profitability. Indeed vending is one of
the few places where you can make
less money by selling more product.
Don’t get me wrong, gross margins
matter, but they may vary by 10 to 20
percent between items where service
costs can vary by 10 times that.

To explain this concept let’s sup-
pose w e h ave t wo n early 1 dentical
operators, Adam and Joe, located side
by side in identical warehouses and are
supplied by the same distributor who
charges $100 for every delivery. They
both h ave t he s ame t otal s ales a nd
gross margins but Adam sells 20 dif-
ferent products while Joe only sells 10.

Because he carries less inventory
of each item, Adam requires a deliv-
ery every 4 days while Joe can wait to
be supplied every 7 days. Who’s busi-
ness is more profitable Adam or Joe?



Chart 1: Comparing Sales & Service Costs by Shelf

Units

TELEMETRY

All Prices = $1
All Margins = 50%

SHELF 1

Capacity per item = 10
Number of items= 5

SHELF 2

Capacity per item = 15
Number of items= 10

You would be right if you said Joe’s
is more profitable because his delivery
cost is 43 percent lower than Adam’s
(52 deliveries per year versus 91 deliv-
eries for Adam). But what if the dis-
tributor told Joe “We have to stop next
door for Adam, so we’ll deliver every
4 days instead of once a w eek”? Joe
would obviously tell the distributor he
won'’t pay for deliveries he doesn’t need.

The common assumption is that
telemetry solves this problem but oper-
ators still pay for deliveries they don’t
need every single day. W hy, because
telemetry deals with the symptom —
when service is required — rather than
the decisions that created the need for
service in the first place. Bottlers have
been aggressive in managing space to
sales in cold drink equipment. The
problem is snack machines, which trig-
ger the most service calls. Every time
operators service a m achine because
they’re at the one nexttoit, they’re
paying for a service they don’t need.

The causes of excess service costs
can be grouped into two pools: ser-
vice b ottlenecks a nd o pportunity
costs. Service bottlenecks are easiest
to understand and quantify. Every
time you go to a m achine it costs a
relatively fixed a mount o f m oney.
While we rarely factor service costs
into assortment decisions, the reality
is that some products have less days of
inventory and therefore require more
service than others. At the machine
level, costs are invariably driven by

Weeks of Supply

T T T

Dead Facings

Dead Facings

a handful of items with low days of
inventory (the bottlenecks) and if we
allocate service costs to those items
we would end up with a very different
view of overall product profitability.

If that wasn’t bad enough, the bot-
tleneck extends to the entire location.
If one machine forces a service, it adds
service costs to every other machine
thatisb eing s erviced p rior t o1 ts
normal schedule. Indeed an increase
in sales of specific bottleneck prod-
ucts can drive service cost in every
machine at the location. Knowing this
puts the challenge into perspective,
it’s not about the choice of a single
product or facing — it’s how that deci-
sion impacts the entire location. The
good news is all of this is that service
cost can be easily quantified and an
effective allocation methodology is all
that’s needed to root out bottlenecks.

The second cause of excess ser-
vices a re w hat I ¢ all o pportunity
costs. These are the cost of decisions
we do not make and therefore more
of a challenge to quantify. A simple
example o f an o pportunity costis
in chart 1. When we choose to set
a machine w ith one or t wo c andy
shelves, what is the impact? O pera-
tors all have a rationale for why they
set machines the way they do but how
often is that rational built on real cost
and data analysis? Do we set a pla-
nogram or place a certain model on
location b ecause w e’ve ¢ onsidered
all the options? The reality is that

Sales $986

Margin $493

Annual Service Visits
19.5

Sales $1,710

Margin $855

Annual Service Visits
11.0

working through the daily business
challenges and the sheer number of
choices doesn’t leave enough time for
this kind of analysis, but that doesn’t
mean that the opportunities are less
real. They are just harder to identify.

We h ave m ade g reat p rogress.
Before telemetry, we lacked the infor-
mation necessary to understand and
identify t hese c osts. However, true
success w ould s ee u s i ntelligently
using p ricing, m achine ¢ onfigura-
tions, promotions and assortment in
harmony to manage total profitability.

We didn’t know how hard
implementation would be.
Beyond a ffordability, t he
number on ere asonf or
slow telemetry adoptionis thatit’s
hard. It starts with months of evalu-
ating alternatives, negotiating deals
and finalizing contracts. From there
it t akes w eeks o f changes t o vend-
ing management software (VMS) or
other systems to gather information
and get ready for implementation.
Next, operators start installation and
testing while they run two separate
businesses on different systems, and
once that’s complete, they move onto
reconfiguring t heir w arehouse f or
pre-kitting and finally implementing
dynamic scheduling and routing into
their business. More than likely that
means they need to re-think how they
compensate drivers. On top of that,
since they’re new to it all, there will

May 2013 | VendingMarketWatch.com | Automatic Merchandiser 9
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be plenty of mistakes and reworking
along the way. To manage it all suc-
cessfully operators typically need at
least one person to manage the project
and extra technicians to handle instal-
lation and troubleshooting. Telemetry
is not the “plug and play” experience
that we get from our smartphones.
Success is mainly driven by the com-
mitment of everyone in the business.

Sadly, telemetry is just one of the
decisions facing a progressive opera-
tor: ¢ ashless, c onsumer p rograms,
multimedia s creens, n utritional
solutions, v ideo s creen a nd m icro
markets a1l c ompete for t ime a nd
attention. Each decisionisjustas
complex and has a similar potential
for success and disruption. It’s easy
to understand why many operators
don’t m ake a ny b old m oves w ith
technology. One project is more than
enough for an operator to undertake
while managing his or her business.
Undertaking more than one is a chal-
lenge for all but the largest operators.

The problem here is that customers
expect us to do it all, and do it well. So

We can’t invest hecause

we’re not profitable.

Idon’t have to explain to

any o perator t he p rofit
challenges we face as an industry.
We all know that subtract 1 percent
net profit as an industry and a flat
marketplace 1 eaves 1 ittle ro om f or
investment. B eyond t hat, we h ave
suppliers trying to recoup an indus-
try-specific investment across a small
user base (read high hardware and
service costs). Topping off the perfect
storm is fragmentation. With more
than 7,000 operators and hundreds
of different technologies fighting for
a limited amount of capital and opera-
tor attention it’s a wonder we’ve made
it this far.

The answer is a dose of reality and
planning. O perators need to recog-
nize an investment in connectivity
is an investment in their business’
future. R oute e fficiency c an d rive
5 plus points to the bottom line, so
it’s not unreasonable to invest part
of that savings in connectivity. For
technology suppliers, that means to

TELEMETRY is not the “plug and
play” experience of a smartphone.

we’re seemingly left in alose-lose situa-
tion: don’t do it well or don’t do it at all.
To succeed, operators need to fil-
ter information, streamline decision
making, m anage i mplementation,
obtain support and control costs. The
reality is that no one operator can do
it all, so one of the best options is a
cooperative a pproach. A n e xample
of this is USConnect, a t echnology
cooperative that takes all of the basic
technology needs and bundles them
into a n a ffordable p ackage for t he
operator. Innovative approaches like
US Connect are part of Telemetry 2.0
because they help operators solve the
challenges of implementation.

stop looking at their product as the
solution, but components of a larger
ecosystem. To be successful we need
to fund everything (hardware, cash-
less, consumer programs, telemetry,
VMS) and the solutions need to work
together out of the box. Without both
a cost effective and connected solu-
tion we’ll fail to achieve the usage
rates needed to spark the next gen-
eration o fi nnovation. In t he e nd,
the answer is scale and commitment,
either we make it work together or we
continue to advance at a snail’s pace.

The o ther p iece m issing f rom
almost every discussion is the con-
sumer. How are we working to meet

10 Automatic Merchandiser | VendingMarketWatch.com | May 2013

their current needs? While we were
selling essentially the same product
for 40 years the world changed. The
idea of people walking around with a
couple singles in their pocket waiting
for a vending machine is a thing of
the past. In a world of no cash, instant
gratification and social feedback we
might as well be selling typewriters
door to door. Continuing to do noth-
ing takes us further down the path
to irrelevance. Operators have some
of the most valuable retail possible
with direct access to some 100 mil-
lion employees, students and visitors
every day. Our ability to develop a
strong connection with the consumer
is the key to unlocking new revenue.
However we can never expect to get
there unless we take the first step
with telemetry.

Telemetry 2 .01 sn’tap roducto r
solution, it’s a way of thinking and
moving f orward. A fter w orking
with telemetry for a few years and
looking at the data, it’s obvious that
there is more opportunity than we
expected, but also major hurdles to
moving the industry forward. Telem-
etry 2.0 is about working through the
difficult choices. It doesn’t challenge
the principles of dynamic routing and
scheduling, but looks at how to ease
implementation and improve results.
This requires all of us to look at the
most basic business decisions with a
new lens and seek out products and
solutions that can increase our rel-
evance with consumers. | 4
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Coffee consumption
jumps in 2013

The number of U.S. adults that are now drinking coffee has
reached 83 percent. Hispanic-Americans are outpacing
other groups, while single-cup steadily grows.

verall c offee c onsumption is
up 5 percent this year among
Americans. According to a
National C offee D rinking T rends
(NCDT) m arketre searchs tudy
recently conducted by the National
Coffee A ssociation (NCA), 8 3 per-
cent of the U.S. adult population now
drinks coffee, compared to 78 percent
in 2012. At the same time, daily con-
sumption has remained strong and
steady at 63 percent, while those who
drink coffee at least once per week
went up slightly to 75 percent.

HISPANIC-AMERICANS

LEAD CONSUMPTION

Past-day coffee consumption among
Hispanic-Americans again outpaced
that o f o ther A mericans, f urther
affirming d ata i dentified | ast y ear
when the NCA began tracking ethnic
consumption. Seventy-six percent of
adult Hispanic-Americans said they
drank coffee yesterday, 13 percent-
age points ahead of the total popula-
tion. By comparison, 47 percent of
African-Americans and 64 percent
of C aucasian-Americans s aid t hey
drank coffee yesterday.

SINGLE CUP ALSO INCREASES

In other NCDT data, the single-cup
brewing f ormat ¢ ontinues t o g row
steadily. Of the U.S. population, 13

DRINK COFFEE

DRANK COFFEE YESTERDAY

Caucasian-American

percent said they drank a coffee
made in a single-cup brewer yester-
day. This is up from just 4 percent in
2010, according to the NCA. By con-
trast, past-day consumption of a cof-
fee made in a drip coffee maker has
dropped to 37 percent from 43 per-
cent over the same period. Aware-
ness of single-cup brewers reached
82 percent, up by 11 points from last
year, while ownership has grown to
12 percent from 10 percent.
Consumption of gourmet coffee
also re mained strong and steady,
with nearly one third (31 percent)
of the population partaking each
day. At the same time, consump-
tion of traditional coffee was off by
seven percentage points to 49 per-
cent versus 56 percent in 2012.
The NCDT study has been
conducted annually by NCA
since 1 950 a nd e ngages a
nationally representative sam-
ple of more than 2,000 people
aged 18 and older. Respondents
are selected from an online p anel
with ethnic breakouts aligned propor-
tionately with the makeup of the U.S.
population. Respondents complete the
survey online in English or Spanish
at their choosing. Data was collected
mid-January through mid-February
2013 with d aily q uotas to ensure a
balanced mix of days of the week. | €

2013

2012

Hispanic

African-American
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Serve America’s Favorite Retail Coffee Brand |

Only one brand of coffee appeals to more consumers than any other. Folgers®. lgers )

As the only brand with the #1 retail share' and 99% brand awareness?,

you can be 100% certain that your office will love every single cup,

every single day. Learn more at folgersofficecoffee.com.
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Make an

old machine
new again

By Alfonso Flores, Assistant Editor

Not all vending operators can afford to
replace their fleets with new vending
machines. Retrofitting allows operators
the opportunity to embrace innovative
technology and save money as well.

s t he number o f m illennials

continues to grow, so has the

emphasis on innovative tech-
nology. Consumers want to be wowed
with new and exciting equipment, and
will be more inclined to do business
with a ¢ ompany willing to provide
that flare. The same is true for the
vending industry. With a number of
innovative solutions available for new
and existing machines, operators have
to decide what to invest in. One thing
is for sure, after speaking with indus-
try leaders, it became apparent that
embracing new technology is a must
to stay ahead in vending.

Telemetry evolves in new areas
Telemetry is a term around which all
other current innovations seem to be
focused. Touchscreens, payment sys-
tems and even locking mechanisms
all use telemetry; meaning real-time
data for operators at the push ofa
button, and wireless capabilities for
consumers at the point of sale.
Accordingt oP och C eballos,
online s olutions p roductp roject
manager at Crane Merchandising Sys-

Installing retrofit
technology can

take a mechanical
vending machine and
bring it online, add
cashless acceptance
and deliver greater
security — leading to
increased profits.

tems, Telemetry suggdests a w ireless
platform, like Android or Linux, that
can instantly stream important data
such a s m alfunctions a nd p roduct
shortages to the operator — alerting
him or her of the problem.

Brent G arson, CEO of Vendors
Exchange International Inc. (VEII)
believes telemetry and wireless con-
nectivity will be a m ain-stay in the
industry for years to come.

“I think telemetry a nd i nterac-
tive screens are going to become a
de facto phenomenon,” Garson said.
“We don’t sell a C onnect [VE Con-
nect] unless it’s connected to the net-
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work. So I don’t think connectivity
will continue to be a novelty, I think
it’s going to become a reality.”
When operators fit their vending
machines w ith t elemetry, t hey’re
often p reparing t heir m achines
for f uture i nnovations. A ndrea
Thara, vice president of marketing
and business development at Vend-
Screen uses the VendScreen Revo-
lution as an example ofa d evice
that a dds t elemetry a nd i ncludes
software that can be updated every
few months as new innovation is
brought t o m arket. U pdates a re
seamless for the operators.



“Wireless connectivity allows the
operator to be in touch quickly and
efficiently with what is going on at
their machine level,” Thara said.

Telemetry also opens the gate for
mobile payment. Mobile wallets such
as ISIS or Google Wallets utilize NFC
contactless technology communicated
through a telemeter in the vending
machine to make payments. Telem-
etry devices use the cellular networks
from providers such as AT&T, Veri-
zon Wireless and T-Mobile as their
communication network.

“Many payments experts forecast
that our mobile phone will become
our primary payment device and a
repository f orb asici dentification
details” Chuck Reed director, m ar-
keting and sales operations support
at MEI Inc. said. “How big will mobile
payment be? Eventually, it will be the
primary way we pay for things.”

Veronica Rosas, vice president of
communication and investor relations
at USA Technologies, Inc. (USAT)
sees telemetry as a way for operators
to streamline their business, without
making a huge financial commitment.

“Investingi naw holen ew
machine isn’t at the top of operators’
lists when they have the opportunity
to drive incremental returns without
making such an investment,” Rosas
said. “Having a reliable, flexible and
value-add service partner will, in our
opinion, drive faster returns.”

A re port p ublished b y T rans-
parency M arket R esearch e ntitled
“Mobile Wallet Market-Global Indus-
try Analysis, Size, Share, Growth and
Forecast, 2012-2018,” suggests that
the mobile wallet market will reach
$1.607 billion by 2018, with 30.7 per-
cent compound annual growth rate.
Meaning, if the market grew steadily
each year it would equate to $267 bil-
lion in annual sales.

Cashless is the future
Cashless p ayment o ptions a re a
large part of the vending industry

RETROFITTING‘(

THE mobile wallet market is projected to
reach $1.607 billion by 2018 according to
Transparency Market Research.

and an important re trofit technol-
ogy. Less people carry cash today
and without a cashless alternative,
vending operators are missing out
on potential sales. Plus, as Crane’s
Ceballos, points out, cashless solu-
tions encourage spending.

“When consumers pay with cash
they are limited to the amount of cash
they have in their pockets,” Ceballos
said. “A consumer is less likely to add
more money for an item that costs
$1.35, than they would be if they were
using cashless payment methods.”

As C eballos s uggests, h aving a
cashless solution allows operators to
more easily increase prices without
seeing a d ecrease in sales. Cashless
also markets to a younger generation
who is less likely to carry cash.

Culinary Ventures Vending in
Union, N J. h as justb egun i mple-
menting cashless solutions on their
machines. Tom DiNardo, co-owner
of Culinary Ventures Vending, got
involved because of the impact it has
on college campuses.

“Many colleges are implement-
ing payment methods on students’
identification cards,” DiNardo said.
“So1it’simportant that we h ave
cashless solutions on the machines
at these locations.”

DiNardo sees the long-term impact
of cashless integration. He believes that
operators w ho n eglect c ashless p ay-
ment options will suffer going forward.

“The reality is people just don’t have
cash anymore and the vending indus-
try will just have to adapt,” DiNardo
said. “You can either get on board or
you drown in the wave. That’s what
makes us front-runners in the industry
is we’ve committed to adapting.”

MET’s Reed reports that the most
popular locations for cashless solu-
tions are college campuses, large call
centers, p ublic s ites a nd h ospitals
because o f t he 1 ikelihood o f i nad-
equate c ash d ue t o t he unplanned
nature of purchases. Having multiple
payment options like cashless bezels
that also accept cash increase the like-
lihood that the consumer will be able
to make a p urchase with whatever
payment method they choose.

Rosas o f U SAT a nticipates a
demand in contactless paymentin
the future. ‘“Loyalty, couponing and
prepaid p rograms a re l ikelytob e
the next big thing and are a focus of
USAT and partners such as Verizon
and Isis,” she said.

According to T hara from Vend-
Screen, the industry statistics have
shown a 20 to 25 percent lift in sales
due to cashless payment solutions.

Nutritional data is important
One o f t he c omplaints a bout t radi-
tional vending machines is the discon-
nect between product and consumer.
People like to see what they’re b uy-
ing. With telemetry and touchscreen
technology, it is easier than ever for
consumers to connect with products.
When vending operators adopt a
touchscreen for their machines there
are a lot of benefits. It is a bright and
interactive display designed to grab the
attention of consumers. Additionally,
once ¢ onsumers h ave e ngaged t he
screen, they have access to a product
database filled with descriptive nutri-
tional facts and high-definition photos.
Thara believes this will help lure cus-
tomers who have otherwise given up
on the industry.
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“Consumers w alked aw ay f rom v ending b ecause
it didn’t fit their nutritional needs,” Thara said. “Be it
because of allergies, intolerances or caloric restrictions
or fat restrictions, nutritional display gives the consumer
the ability to make educated decisions before vending. This
brings people back to the vending marketplace.”

Databases that feed touchscreen with nutritional infor-
mation can be simple or advanced. The VEII’s MIND™
(Make Informed Nutritional Decisions) breaks products
into categories to further enhance the user experience.

“A consumer can walk up to a MIND and sort products
by categories such as gluten free, peanut free or low fat,” Gar-
son said. “The MIND™ will recognize those categories, and
the products are tagged by us so the operators aren’t driving
themselves crazy trying to figure out the technology.”

Third party advertising

Touchscreen t echnology a Iso 1 ends i tself t o a lternate
sources of revenue for operators. Touchscreens allow ven-
dors to display advertisement videos and photos on their
vending machines. These videos can promote products
inside the machine, or third-party content.

TriTeq announces its new VendIQ line of
electronic vending machine locks.

These intelligent locks truly are the smart choice for machine security.
As the industry moves toward complete intelligent vending solutions,
VendIQ can keep up —while providing maximum protection for your
business. These advanced electronic locks provide all the functionality
you need now and support your future technology investments:
» Telemetry-enabled
» Dynamic routing support
» Smart keys for remote activation ‘
» Fully Autotrag-compatible so you can

track access events and control key parameters
» Immune to drilling and picking
» Direct replacement for locks on the most popular machines

&TriTeq

Lock and Security

1-847-640-7002
triteqlock.com
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Garson has seen vendors successfully use promotional
videos, games or even targeted advertising based on a
concept called anonymous analytics, where the machine
uses a camera to identify the user’s age and gender, and
then uses algorithms to try to determine what that person
might be interested in purchasing.

“The value of having a camera on the machine is that
you know who is using the machine,” Garson said. “We
key our ads based on who is in front of the machine. So if
it’s a 50 to 60 year old male, we may want to play a trail
mix ad rather than an energy drink spot.”

New locks enhance security

Along with consumer and merchandising retrofit tech-
nology, advancements are also being made in vending
machine security. Bill Denison, CEO at TriTeq Locks, has
developed a locking mechanism that deters vending theft
and is entirely electronic — no keys required.

The mechanism replaces the existing T-Handle locking
mechanisms many snack and beverage vending machines
feature. It is operated by a k ey fob, much like the lock-
ing mechanism on new cars and is therefore immune to
drilling and picking.

“What we’ve done is completely eliminated the lock
plug altogether,” Denison said. “It gives on that benefit
of quickly being able to retrofit, and having the added
security of the anti-theft qualities.

What really make the locking system worth it is the
electronics that go along with it, according to Denison.

“The security that you’re getting today with mechani-
cal keys and lock cylinders is very antiquated,” Denison
said. “There are instructions that describe exactly how
to attack mechanical lock plugs. So to stay ahead of the
curve, is to go with electronic locking systems.”

Denison hopes to tap into the telemetry market as well.
He feels mechanical locks are holding back the telemetry
process, by not allowing operators to dynamically route their
drivers. The example Denison uses is one of route switching.

“Say there’s a banquet taking place on a location for
one of your routes and the driver is tied up,” Denison
said. “An operator using telemetry will want to re-route
other drivers to the first route to ensure that their routes
are b eing s erviced. W ith m echanical 1 ocking m echa-
nisms, those drivers may not have keys to the machines
on another driver’s route, thus slowing down the process.”

By installing the electronic locks complete with teleme-
try, route drivers will be able to route their drivers on the go.

Retrofit technology is a worthwhile concept for vend-
ing operators to explore. It allows operators to take advan-
tage of current technology without having to completely
replace an entire fleet of vending machines, and has long-
term revenue and security benefits as well. | <



“YOUR FORTUNE IS NOT SOMETHING
TO FIND, BUT TO UNFOLD”

5 Proven Ways to Improve Your Margins in 90 Days.

Ever dreamed that growing your margins could be as simple as five steps? For over

50 years MEI has been working diligently in the vending industry developing and
improving payment technologies and VMS software that directly impacts your bottom
line. And we wanted to share-our kn'owlédge with you. By following the steps we’ve
outlined, you will see results in three months.

It’s time for you to start unfolding your fortune today!
To download the white paper, scan the code.

Scan here to
improve your
margins.
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Something Small is Here...

We've been working hard... 365 Retail Markets has built a smarter
MicroMarket. We rolled out the revolutionary Micro™ at the NAMA
OneShow. You will be amazed by its extraordinary function, while
maintaining the smallest form available.

The Micros - our 4th generation addition to the 365 product line.
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Schedule a demonstration foday.

888.365.7382

“ m u Smart MicroMarket Technology™

www.365retailmarkets.com
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365 Retails Markets is excited to

introduce the 365 SmartHUB Micro™,

a 4th generation addition to the 365 Retail
product line. Featuring the same large format
19-inch touchscreen, biometrics, and card
reader as its larger brother, the SmartHUB BC
(Gen ll). The SmartHUB Micro™ more than
halves the size,
weight, and footprint
of the Gen Il, making
it an ideal companion
to the Gen Il for
high-volume Markets or as a
stand-alone unit where store
volume, space, and place-
ment might be an issue.

Designed and Engineered
by 365 in the USA.

The SmartHUB Micro™ was
engineered in-house, from the
ground up after significant
collaboration with new and
existing 365 Retail customers. It is currently the
only MicroMarket payment center
engineered and manufactured by the
actual MicroMarket provider. When it comes
to quality, reliability, and support, operators
want to know that their provider can back
the equipment they sell.

Larger market populations require
greater checkout capacity.

Customers see 2-3 times more transactions
during peak hours. Through research with
operators and careful planning, the 365
team has found the addition of a 365
SmartHUB Micro™ reduces peak wait time by
more than 50 percent, making Markets more
appealing to customers in a time crunch.

Thumbprint and account-based check-
out increase transaction speeds and

reduces credit card costs. With an
additional checkout capacity combined with

“Increased efficiency, higher
revenues, and new opportunities
for market locations”

3retalimar;ets

an easy-to-use thumbprint checkout
method, customers can checkout in as little
as 5-7 seconds.

Flexible ADA Compliant mounting options.
The SmartHUB Micro®™ was designed as a
solution to both optimize existing locations,
as well as lower the
capital outlay for
smaller locations.
The 365 Micro™ can
be wall-mounted for
added placement flexibility,
something that should be of
interest to operators who
need an ADA compliant
mounting option that doesn’t
diminish the functionality for
all market users.

Revenue, Profit, and

Reliability drive 365
engineering decisions.

While the 365 Retail team is cer-

tainly proud of the SmartHUB Micro™ engi-
neering, it is the increased efficiency, higher
revenues, and new opportunities for market
locations that is really exciting. Being able to
provide
operators with new opportunities fo enhance
market revenues and profit, while giving
them the tools to explore new locations, are
at the core of the 365 SmartHUB Micro™
value proposition.

Designed by 365.

Built by 365. PCI Secured by 365.

365 Retail Markets is the only PCI (PA-DSS)
certified MicroMarket provider to design,
engineer, and manufacture it's own software
and hardware. Operators can rest assured
that they're not only buying the most
reliable, scalable, and efficient MicroMarket
solution available today, but the most secure.
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Taking advantage of
our connected world

By Maeve McKenna Duska, Vice President of Marketing, USA Technologies

he reality is we are living in an

almost totally connected world.

We are connected to people and
businesses t hrough s ocial m edia,
smart phones andt he Internet.
Consumers are connected to brands
through loyalty programs and custom
communications. E ven m achines
are connected to networks, enabling
businesses to capture data, run more
efficient operations and track assets.
Both consumers and businesses look
for instant feedback and re al-time,
relevant i nformation t o h elp w ith
every day decisions about where to
make a purchase, what product to buy
and where to go next.

SO why is there such

a lack of connection

between consumers
and vending?

The v ending i ndustry’s r ise t o
success w as b uilt o n ¢ onvenience
and a captured customer base. Vend-
ing companies knew which products
were best sellers when they visited the
machines and saw what sold out. They
trusted d rivers to come home with
all the cash in the machine, which
was counted manually, to settle the
books each month. Business was up
when there was heavy foot traffic or
favorable weather. Companies hoped
for high visibility locations for their
machines, so they could entice nearby
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NOW, vending businesses can benefit
from a connection through prepaid and
loyalty programs and mobile applications
that provide anywhere, anytime access

consumers to make a p urchase. For
too many vending businesses, this is
still business as usual. But all around
us, forward-thinking operators and
other retail markets are cashing in on
the value that a connected world can
bring. Connected vending machines
are already making money and saving
money for businesses that invested in
a cashless and telemetry system.
Now, v ending b usinesses ¢ an
benefit from a connection to the con-
sumer through prepaid and loyalty
programs a nd m obile a pplications
that p rovide a nywhere, a nytime
access. T hese programs o ffer ways
to reward consumers for becoming
loyal customers, and to incentivize
consumers aw ay f rom o ther re tail
outlets, to nearby vending machines
for t heir favorite p roducts. M obile
applications make it possible to locate
participating machines, send “gifts”
to f riends, “ check i n” w ith s ocial
media and get information about new
products through mobile marketing
and access to nutritional information.
This n ew, ¢ onnected w orldi s
enabling o wners a nd o perators t o
finally break down the wall between
their vending business and the con-

ADVERTORIAL
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sumer, resulting in increased trust,
an e nhanced c onsumer e xperience
and 1 oyal, s atisfied ¢ ustomers w ho
purchase more and more often. USA
Technologies, a leader in cashless and
telemetry s ervices f or s elf-service
markets 1ike v ending, i s 1 aunching
new services that are designed to help
business owners and operators take
full a dvantage o f t he n ow “ always
addressable” consumer market. These
services, including a prepaid and loy-
alty program and a mobile application
that can be used from a smart phone
or tablet, make it easy for consumers
to find nearby machines, track loyalty
points, manage a prepaid account and
send a nd re ceive relevant i nforma-
tion to and from the vending b usi-
ness. Vending and other self-service
businesses are finally able to make
that connection with the consumer
that h as a Iways been missing, but
that has never been felt so deeply as
in today’s world of mobile phones,
texting and Facebook. The business
reward? When the right services are
rolled out in the right way it produces
increased business, increased revenue
and happy, loyal customers that keep
coming back for more. | €



USA Technologies' cashless payments and
telemetry system is already bringing added
convenience to over 186,000 locations nationwide.

Now, new services by USA Technologies enables
operators to reach consumers directly and impact
buying behavior before they make a purchase.

Connect with consumers where ever, when ever,
with the information that they think matters most.

» Prepaid Program
» Coupons and Rewards
» Machine locator

TECHNOLOGIES

One company, one point of contact, one call.

800.633.0340 . www.usatech.com
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Consumers have more
confidence in food sold
from micro markets.

Rediscover fresh food

By Emily Refermat, Editor

How to make the most out of this best-selling
product segment in micro markets.

resh food accounts for 20 to 30

percent o f t oday’s m icro m ar-

ket sales. However, in this new
vertical, the same old sandwiches
and inexpensive salads from vend-
ing food carousels fall flat. Instead
customers want gourmet and fresh,
whether that’s sandwiches with let-
tuce or yogurt p arfaits with d iced
fruit. M icro m arket o perators a re
sourcing food from many local loca-
tions and rediscovering the positive
revenues from this once dying vend-
ing segment.

Embrace the food business

“[Micro markets| are not something
you toy with,” said Scott Halloran, co-
owner of Trolley House Refreshments
in Richmond, Va. “You don’t open up
one or two. You either jump in with
two feet and create efficiencies around
it or just stay away from it.” Three
years ago, Halloran decided to jump in
and one of the most challenging effi-
ciencies he had to create was centered

on food procurement and transport.
His vending operation never had a
commissary, so his food experience
was limited to branded food shipped
frozen and thawed for the customers.
That type of typical vending fare did
well, but Trolley House Refreshments
also started looking for a higher end,
gourmet offering for its micro mar-
kets. “Our customers are demanding
a fresh product,” Halloran said, “with
lettuce and tomato and mayonnaise...
and things that have a shelf life.” He
spent more than nine months look-
ing at local caterers and restaurants
that could make a p roduct that was
the q uality 1 evel h e w anted. O nce
Halloran found it, at MG Foods out of
Charlotte, N.C., he then had to make
adjustments to his distribution phi-
losophy, since his new gourmet fresh
foodhada5t o7d ayshelflifeas
opposed to traditional vending food
with a life of 14 to 21 days.

“For our markets we do a one
week b uy on food p roducts and...
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we do a heavy fill on Monday before
lunch time — everyone gets a fresh
load of sandwiches in their markets,”
said Halloran. During that Monday
visit, d rivers re move “out of d ate”
products as well. As the marketis
serviced during the week, the food
is back filled. Halloran also invested
in a 10 by 20 walk-in cooler to house
the fresh products in the warehouse
as well as coolers for the vehicles.
“When you’re dealing with salads and
sandwiches with lettuce and tomato
and all these different products, you
fall into a temperature window of
36 to 42 degrees where you have to
keep that product at all times,” said
Halloran. He’s noticed if it gets too
cold, the lettuce will freeze and ulti-
mately wilt, and warm temperatures
substantially shorten shelf life.

Sourcing food locally

Many m icro m arket o perators a re
sourcing food from local e stablish-
ments instead of making it in com-
missaries. Joel Skidmore, owner of
J&J Vending o f Union City, C alif.,
has a Isoh ad s uccess p urchasing
fresh food for his micro markets from
a professional foodservice provider.



“We have a local foodservice person
make food weekly,” said Skidmore.
The foodisdelivered t o h is m ar-
kets M ondays a nd T hursdays a nd
is labeled under t he J &J C ompany
Kitchen brand. His best sellers aren’t
even sandwiches. “We sell a lot of sal-
ads,” said Skidmore. The next most
popular items are yogurt parfaits and
fresh fruit. “It’s been unbelievable,”
said Skidmore about the success of
fresh food in the micro markets.
Supplying fresh food to micro mar-
kets has been a new line of business
for Kitchen Fresh Foods (KF Foods),
a third-party commissary located in
Green B ay, W is. G reg Hill, w hole-
sale division manager at KF Foods,
observes that the challenge for opera-
tors is finding just the right inventory
for each market. “What we [received]
were requests for premium deli-qual-
ity items,” said Hill. “Operators were
looking for that $7 sandwich.”
Deli-quality m eans s andwiches
with premium meats, natural cheeses
and artisan breads, explained Hill.
The packaging also plays an impor-
tant role in fresh food success. Hand
wrapped s andwiches i n clear c ello-
phane, or clear clam shell containers,
display the items much better than an
item bagged in the traditional vending
style, KF Foods has found. Fresh salads
need to look like they were just made
and work best when Romaine lettuce
or spring mix greens take the place of
iceberg lettuce. The presentation, pack-
aging and ingredients raise the price
point while lowering the shelf life.
“There is an average 30 percent
reduction in shelf life for these foods
[compared to vending],” said Hill, “and
they cost more.” Still, fresh food makes
up nearly a third of market revenue
and more customers are shopping the
micro markets for these items than
previous vending locations. Because
of this trend, Hill recommends opera-
tors really think about merchandising.
“In vending, an operator on the KF
program has 100 plus fresh items per

day to pick from, rotating through 440
fresh food items offered,” said Hill.
“In retail, that is too much variety to
manage in the space available.” The
problem is how the food is presented.
In a t raditional food carousel, there
is one product per slot. A customer
can rotate the machine and shop every
slot for a specific food product. In a
micro market cooler there are only 15
to 20 facings, depending on product
and cooler size. Hill suggests limiting
food products in the market to the fac-
ings available, adjusting volume for the
location’s need. This means an item
could be three or four deep, instead of
different varieties hidden behind each
other, forcing the customer to reach in
and search through the cooler.

“Less food variety gives you the
ability to merchandise better in the
micro market [cooler],” finished Hill.

Micro market food trends quality
Some of KF Foods top food sellers
include t he “ easy p eel” b oiled e gg

MICRO MARKET |«

said Hill. Receiving, distributing and
displaying an item at the correct tem-
perature is key to its freshness. “If a
product isin a mbient t emperature
for 20 minutes, it loses a day of shelf
life,” explained Hill. He feels operators
need to be sensitive to how long food
is outside a cooled environment, such
as being transported into a location.

Refrigerate even in the warehouse
Maintaining f oodt emperatures
should also be considered in the
inventory a nd p icking p rocess.
According to Randy Smith, president
of LightSpeed, with new technology
micro m arket o perators h ave t he
ability to take electronic pick lists
directly into their coolers. Using a
device like the LightSpeed mobile,
warehouse staff can take the iPad
into the refrigeration unit and “pick”
food for a specific micro market loca-
tion based on the replenishment list
from the backend system, without it
leaving a refrigerated space.

Our customers are demanding a
fresh product...with lettuce and
tomato and mayonnaise.

pack, ham or turkey flat pack sand-
wiches and large deli wraps. Inter-
estingly enough, salads are the most
requested i tem g roup, b ut a re n ot
the best movers. “Salads are only 5
percent of our sales [in micro mar-
ket f resh f ood],” s aid H ill. T here
continues to be conversation towards
healthier items in micro market prod-
ucts, but Hill reports the sales don’t
support t he 1l evel o perators m ight
think was required.

“One hurdle for operators launch-
ing a micro market fresh food program
is understanding proper food handling
with regards to temperature control,”

Products: hand wrapped, fresh

Jeremy Cauble, marketing manager
at W inston-Salem, N .C.-based G al-
lins Foods, Inc., a long-time vending
operation w ith 2 0 m icro m arkets,
understands the value of fresh food.
He b elieves one of t he t hings t hat
sets Gallins’ micro market food apart
from vending food is the packaging.
Gallins’ food provider, also MG
Foods, still does a lot of hand wrap-
ping. “Customers can see it wasn’t
run through a machine,” he said. The
product’s appearance is paramount
to the consumer coming to a market.
“With a lot of sandwiches, when you
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put them in the freezer and then
thaw them, it affects the look of
the product,” explained Cauble.
“Many manufacturers are trying
to remedy this, but when we first
started out, there was a notice-
able difference to customers.”
Gallins’ m icro m arket ¢ us-
tomers a 1so a ppreciate fresh-
ness as well as a greater variety
of healthy items. “We’re able to
offer more diverse salads,” said
Cauble. I nstead o f t ypical i ce-
berg lettuce, Gallins offers spin-
ach or mixed greens salads with
fresh vegetables. Also, the micro
market salads are larger by two
ounces, b ut 1 ook s ubstantially
bigger due to better packaging.
“Without the space limitations
of the food vendor, we are able
to put the salads in larger, nicer
looking containers to improve

The ability for customers to ex-
amine fresh food before purchase
increases sales.

the look and presentation,” said
Cauble. He has noticed the micro
market customer is more receptive
to higher price points if t here’s
fresh product variety and healthy
options. “[Conversely,] there is a
lower threshold on what custom-
ers are willing to pay for some-
thing out of a vending machine,
regardless o ft hei ngredients,”
added Cauble.

Spoilage remains an issue

Of ¢ ourse o ne ¢ hallenge p re-
sented b y a n i ncrease i n f resh
food i s s poilage. C auble n oted
that when Gallins’ micro market
drivers were first stocking food,
they would put new products in
the back and move older products

ACCEPT CARD PAYMENTS AND WATCH YOUR BUSINESS SOAR.

More people want to pay by card than ever before—and it's a trend that will only accelerate. Now is the time to bring Apriva Vend cashless

payment technology into your business and tap into this thriving market. Give your customers the flexibility they want today.

IT'S ALL IN THE SOLUTION
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forward. But customers quickly real-
ized this and started taking product
from the rear of the cooler — which
increased spoilage. Because of this,
Gallins started mixing the dated fresh
food in the cooler, instead of organiz-
ing by oldest to newest. It has helped,
according to Cauble, but hasn’t solved
the p roblem e ntirely. “ For a nyone
wanting to go into markets, there’s not
a one size fits all solution to spoilage
— it’s an ongoing problem,” he added.

Careful ordering is another way
Gallins handles spoilage. “We don’t
keep a stock here at our warehouse,”
said C auble, “so when we order
food, we have to be aware of what’s
happening at our different market
locations, such as when they have
something going on that will affect
the volume...that’s why we have our
open market manager.” The open
market manager is responsible for

MICRO MARKET‘{

food, variety and healthy
items get higher price points.

communicating with micro market
clients about events happening on
location that will change the mar-
kets’ a ctivity. I f t here’s a ¢ atered
lunch, for example, Gallins’ won’t
stock as much food. T he manager
also monitors how individual items
are selling, so slow movers can be
rotated out or discontinued.

Fresh food represents a t hird of
Gallins overall micro market sales.
The b est s elling p oints o fa m icro
market t o t he location are t hat t he
products ¢ ani nclude f resh f ood,
be healthier, as well aslarger with
more diverse ingredients. “It’s a b et-
ter way to present it to them...that’s

one thing that grabs their attention,”
said Cauble. “They can pick it up and
handle the product instead of looking
through a window at it.”

Cauble believes that in the end,
micro markets really overcome the
uncertainty end users still have about
buying food from a vending machine.

Asm icro m arkets b ring f resh
food back to profitability for vend-
ing operators, they are discovering it’s
possible to have a good food program
without a commissary. It takes proper
sourcing, w arehouse ¢ hanges a nd
food temperature monitoring, but the
increase in micro market sales helps
operators make the commitment. | «

reakroo
t?O ‘//S/O/\T

| |1 HTSPEET—
— 4

g

Bringing all the Pieces Together Just Got Easier.
888.400.5744 www.light-speed-automation.com

May 2013 | VendingMarketWatch.com | Automatic Merchandiser 25


http://www.light-speed-automation.com

INNOVATION 4
ISSUE

Vikan Manoukian, left, Tom DiNardo, Jack Yuppa and Doug Longworth believe innovation is at the heart of Culinary Ventures Vending’s success.

ew Jersey
vendor embraces

TECHNOLOGY

26  Automatic Merchandiser | VendingMarketWatch.com | May 2013




By Alfonso Flores, Assistant Editor

SUCCESS STORY:

Tom DiNardo and Jack Yuppa of Culinary
Ventures Vending in Union, N.J. are

always looking for a way to stay ahead

of the competition. By utilizing multiple
technological platforms, this company has
proven itself a leader in innovation.

ulinary V entures V ending
(CVV) in Union, N J. is dedi-

cated t o v ending — s pecifi-

cally vending machines. T he
23-route v ending ¢ ompany,
which serves the tri-state area of New
Jersey, New York and Pennsylvania,
has declared a c ommitment to add-
ing technology to its machines that
places CVV ahead of the innovative
curve within the vending industry
and helps the company succeed in the
highly competitive East coast market.
Co-owners Jack Yuppa and Tom
DiNardo use some of the latest hard-
ware and software the vending indus-
try has to offer to run their business.
This belief in innovation in business
is especially interesting considering

Profile: Culinary
Ventures Vending

Founded: 1994

Owners: Jack Yuppa and
Tom DiNardo

Headquarters: Union, N.J.
Number of routes: 23
Number of employees: 48

Hardware and software suppliers:
Crane-Streamware, LightSpeed

Main equipment suppliers: Crane

Annual Sales: Not Revealed

that DiNardo has avoided using a per-
sonal computer for as long as anyone
can remember. “I, Tom DiNardo don’t
turn on a computer,” he said, “but I
can’t let that stop me from running
my business.” T his commitment to
technology is shared by others at CV'V.

“You have a b unch of dinosaurs
in the industry that don’t want to
become extinct,” Vikan Manoukian,
CEO of CVV said. “Many of the oper-
ators want to stay in the dark ages,
but Tom has the foresight to embrace
the new technology.”

A recent example of CVV embrac-
ing technology is its announcement
to install Crane Merchandising Sys-
tems Currenza Navigator boxes on
3,000 vending machines. Completed

OPERATION PROFILE |«

by the end of 2013, CVV believes the
technology will better serve custom-
ers while also increasing sales and
efficiencies in the entire operation.

Humble beginnings
CVV officially started as Culinary
Ventures International in 1994 when
DiNardo and Yuppa, along with three
other individuals decided to purchase
what was then Vendicraft. Each of the
five partners had all been a part of the
vending or food service industry, but
had never owned their own business.
Yuppa recalls first getting into busi-
ness with DiNardo. “Tom and I lived
in the same town and he happened to
be in the vending business as well,”
Yuppa said. “It made sense for me to
ask him to be partners and he agreed.”
The company began as a cafeteria
service provider that dabbled in vend-
ing. It stayed that way until 2000, when
it switched its focus to strictly vend-
ing. Two of the co-owners left and one
retired, leaving Yuppa and DiNardo to
run the operation, now called Culinary
Ventures Vending, a s p resident a nd
vice president, respectively.

Early focus on technology
Not long after switching to vending,
Yuppa and DiNardo adopted Crane

Joan Akoto, employee at Culinary Ventures Vending, counts the profits in the money room.
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Streamware vending management software to help run
their commissions and inventory and help them track
their products. By adopting Streamware they were also
able t o p rovide ro ute d rivers w ith h andhelds, w hich
allowed their drivers to more efficiently provide refunds
and keep track of revenue after routes were run.

In 2006, Yuppa and DiNardo made the decision to
hire someone to head up their march toward technologi-
cal innovation. They hired Doug Longworth, a 35 year
industry veteran, to be director of technology. He became
responsible for operating CVV’s software systems and
deciphering the data received from Streamware. It didn’t
take long for him to make his presence heard.

In the spring of 2010, Longworth suggested that CVV
begdin pre-kitting on a few routes based on the forecast
information they got from S treamware. A ccording to
Longworth, S treamware h ad b uilt-in a Igorithms t hat
would “forecast” the amount of product needed in a given
machine. They did this for a few months and noticed a
positive trend and wanted greater efficiencies, so in fall
of 2010 they integrated LightSpeed into the Streamware
VMS software. According to DiNardo, Longworth was
instrumental in the implementation of LightSpeed.

Miguel Filian, maintenance manager at Culinary Ventures Vending,
uses the Crane Currenza Navigator to gather data from machines.

“We originally went to pre-kitting because it was part
of our VMS software,” Longworth said. “We quickly made
the decision to use LightSpeed for packing orders because
we had heard positive feedback across the industry.”

DiNardo noticed a difference in the way his business
was run after beginning pre-kitting. It not only saved CVV
money, but allowed the company to run more efficiently.
“Pre-kitting has saved us a lot of money,” DiNardo said.
“It gives us a better idea of how much product needs to
go out so we don’t always have to fuel up big trucks and

we can use vans instead.”

Modern technology

In July of 2011, CVV began installing Crane Currenza
Navigator b oxes to its machines. T he telemetry b oxes
allowed CVV to condense its routes while maintaining
the same amount of business. “Before telemetry, a good
route was between $8,000 and $10,000,” said Manoukian,

RAl Sl NG Performance
to New Levels

Full line of ‘ who once ran his own vending company before selling it
liftgate models, to CVV. “Now we wouldn’t bother with a route that size.
plus special Our routes range between $17,000 and $20,000 because
applications of technology.” CVV is able to run 23 more profitable

routes, as opposed to the 28 it had to run before telemetry.
Railgates, - “Telemetry has allowed operators to take back their
Stowaways, N operations,” Manoukian said. “For a long time vending

operations were run through route drivers. All of the
information about the machines came from drivers and
operators were helpless. Now the operator can be more
hands-on than ever before.”

The added responsiveness that telemetry offers, accord-
ing to Manoukian, is very valuable. He recalls an instance
when not having technology hurt his business. “One of
my more popular machines, which collected about $200 a
week, had gotten jammed early in the week,” Manoukian
said. “Because it was our responsibility, nobody called to
let me know the machine wasn’t working and I 1ost all
the profit I was expecting for that location.” Manoukian
explains that this situation is now completely avoided by
having telemetry boxes. The boxes have alert systems that

Conventionals,Side
Loaders, & Pickup/
Senvice Body Models

Sales and Service
Avallable from a
Nationwide Distrioutor
Network

THIEMAN

TAILGATES,INC.
Quality Liftgates for Every App//cai/on
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let CVV know if anything on the machine is not function-
ing properly, thereby giving CVV the opportunity to fix
it before profit is lost.

The 2012 telemetry box roll out was so successful for
CVV that management recently committed to the instal-
lation of 3,000 new Crane Currenza Navigator boxes to
be installed by year end 2013. “The push toward technol-
ogy not only helps us better serve our customers, but also
helps us grow our business and increase our own sales and
efficiencies,” Longworth explained.

OPERATION PROFILE |«

CVV has a c offee service division and has started
exploring micro markets, but for now, vending is what
drives the heart of the business. Increasing efficiencies
and using technology to make that part of the business
better is the vision shared by DiNardo, Yuppa, Manoukian
and Longworth. They see a f uture where vending will
be a t elemetry-driven industry, o perators are more in
touch with their equipment and consumers are once again
excited to use an automatic merchandiser. | 4

Longworth a Iso s tated t hat t he
transition was made easier because
CVYV currently uses Crane equipment
and VendMAX s oftware, which is
easily integrated with Crane’s telem-
etry units. “Once we realized how
much t elemetry w ould b enefit o ur
business, it made sense for us to com-
mit to Crane because of how easily
it correlates with our existing equip-
ment,” Longworth said. “We’re look-
ing forward to growing our business
using the DEX data we receive wire-
lessly to our VendMAX software.”

CVV has alsobegun making a
commitment to cashless payment
options. “People just don’t carry cash
anymore,” DiNardo said. “In order
to survive in this industry you have
to be willing to accept that reality.”

Manoukian a dded: “ As m ore
young p eople e nter t he b usiness
world, t he e mphasis o n ¢ ashless
is growing. When I was younger I
always had cash on me, but today
it’s all on credit cards and college
identification cards.”

CVV currently has less than 10
cashless vending locations, but has
seen success with them on college
campuses where students can use
their id entification cards to make
purchases. This alternative payment
option, D iNardo e xplains, w orks
with the students on campus din-
ing plans and opens the door to new
profit margins.

CVV will continue to invest in
cashless and internet connectivity
on machines as a way to accommo-
date the millennial consumers and
gain profitability.
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quality products and superb service all year long.
Let him or her know you've noticed!

SHOW YOUR DRIVER

YOU CARE

Nominate him or her for 2013 Route Driver of the Year

Visit vendingmarketwatch.com/awards/
route-driver-of-the-year to nominate a driver
or view complete contest rules.

Nominate your favorite route driver in Automatic
Merchandiser’s 10" annual Route Driver of
the Year Awards and they could win one of
four quarterly cash rewards—or even the grand
prize trip to Chicago to attend the 2014

Automatic *

+ . X
Routepyijver
e ‘Year -

Mondelez,
LCT

Mondelez,

International

1-855-202-3913
fs-snacks-desserts.com

Sign up online for Snack & Dessert Solutions, a free
program designed to help build your business.

©2013 Mondeléz International group

VOTE FOR YOUR

FAVORITE
ROUTE DRIVER

IN 2013 Q

May 2013 | VendingMarketWatch.com | Automatic Merchandiser 29



D> | PRODUCT NEWS

For more products, visit the online Buyer’s Guide at: www.vendingmarketwatch.com/directory.

Gavifia has announced that
Blueherry Coffee is back. Like
ripe blueberries fresh off the vine,
Gavifia's Blueberry Coffee is a

rich medium roast, accented with
authentic fruit flavor. It is available
ground in 2.5 ounce portion packs
or in a 5 pound bag as whole bean or ground.
www.vendingmarketwatch.com/10930983

Holiday House Distributing unveils its newest prod-
uct line, Homeland Water Filters™ The new line
includes 14 of the most in-demand and often-used
filters and is 100 percent manufactured in the U.S.
Each filter is coded with a colored band so users
can easily recognize its primary purpose.
www.vendingmarketwatch.com/10930780

TriTeq introduces VEND-1Q Locks,
a system that allows operators to
limit machine access by time of day, days of week,
etc. VEND-IQ Locks are immune to drilling and
picking, defeat cylinder swap fraud, eliminate lost key
change-out activity, offer durable motorized latching/
unlatching, operate with any TriTeq Key, record activity,
highlight non-conformance and sort data.
www.vendingmarketwatch.com/10919805

Mondelez International, Inc. announces
HONEY MAID LIL SQUARES. A wholesome
snack made with real honey and 10 grams
of whole grain per 30 gram serving. Plus,
they contain no high-fructose corn syrup.
www.vendingmarketwatch.com/10915674

> AUTOMATIC MERCHANDISER SPOTLIGHTS

Protect Your Cash with

Lock America’s Paystation Lock System!
Four decades of innovation in lock security
Paystation/Autocashier protection in 3 easy steps.

Replace your 2 Install Lock Clamp down with

mcurrent housings mAmerica’s m Lock America’s
with Lock America’s plug locks. patent-pending
patent-pending Millennium Locks.
housings.

- Pick, drill and cut-resistant
hand assembled keyway.

+Unique non-duplicatable key.
- Your own unique registered

key code.

Also

available

for change

machines!
9168 Stellar Court Ph: 951-277-5180
Corona, CA 92883 Fax: 951-277-5170
www.laigroup.com sales@laigroup.com
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www.wrightsmedia.com
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Marketplace

MAIL AD COPY T0: Automatic Merchandiser,
Attn: Jamie Bauer, P.0. Box 803, Fort Atkinson, WI 53538-0803
Inquiries to Jamie Bauer: Toll Free: 800-547-7377x1314 o E-mail: Jamie.Bauer@VendingMarketWatch.com

VERTEX

WATER PRODUCTS
Montclair, California

800-627-2146

(909) 626-2100
fax (909) 626-3535
info@VertexWater.com

're WaterCoolers’

Point of Use
Dispensers

2 & 3 Temperature
Floor Standing
& CounterTop
2 Filtration Options

Est. 1962

SALES & MARKETING
Vending, OCS, Mobile Catering, Micro Markets,
Schools, Alternative

Richard Atnip‘i

dickatnip@atnipco.com
Fullerton, CA | AtnipCo.com
(800) 660-2864

lifornia, Col

FROZEN FOOD/ICE CREAM VENDORS FOR SALE

a 3

e Cream Ice C

Ice Cream [¥ ream M&M
Fastcorp. Z-400 $1995 Fastcorp. 820 $1095 Fastcorp. 631 $595 12 select candy $650

Truck Load: $1695  Truck Load: $795  Truck Load: $450 Truck Load: $495
Call BAR Vending for quantity discounts and any additional information.

888-777-4227 « www.barvending.com

BUSINESS
VALUATIONS

Estates ® Owner Buy-in or Buy-out
Buying/Selling a Business ¢ Divorce
Buy/Sell Agreements

JS Business Services, LLC
MB&A and Consulting for Vending and OCS Businesses
jerry@jshusiness-services.com ® Call 516-621-7159

ADVERTISE HERE

Contact _Jamie Bauer
for advertising information:
800-547-7377 ext. 1314
Jamie.Bauer@ VendingMarket Watch.com
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Manage Your Fleet While On the Go....

o

GPS North America’s

)
Smart Phone App / Eps

allows you to manage .'\J NORTH AMERICA
your fleet while on the go. “New You'll Know”

Call today for a live demonstration
and FREE Trial Program.

No hassle,
NO MONTHLY
CONTRACTS!

GPS North America Helps [
Make Your Business More e
Profitable By:

v Reducing Fuel Consumption by 20%

v Route Optimization

_ V/ Minimizing Engine Idle Times

5

& v Dispatching Jobs Directly to Driver
§| v Real-Time Alerts

32 Automatic Merchandiser | VendingMarketWatch.com | May 2013

Vending Partnership
Program

Lead Generation and Appointment
Setting for Operators, Distributors, and
Manufacturers in the Vending Industry

Let us make the LOLLD call

and send you the /07 leads! NUAge

MARKETING SOLUTIONS, LLC

Your salespeople can focus their valuable time

and energy on closing sales and acquiring new Rockwell C“yP"OA' 2‘5*55733
customers for your vending business - rather debjudas@iowatelecom.net

than sifting through hundreds of cold calls
to find a few prospects who might need your (800) 684-0393

company’s products and services. W(;jl_zﬂ)ui;filgl::

IAKERTHERRIGHICATYY

Adusrilos 1 Avtumailes Vlarsizndlsared

CONTACT Jamie Bauer FOR MORE INFORMATION:

1-800-547-7377 x1314 » Jamie.Bauer@VendingMarketWatch.com
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HELPING YOU BUILD YOUR BUSINESS TODAY FOR A MORE PROFITABLE TOMORROW!

The single largest CoffeeTea&Water show dedicated The backdrop for NAMA’s premier coffee, tea and

to the refreshment services operator is taking the
excitement to Nashville, Tennessee, a city steeped
in music history and even a little coffee history:

Do you know which U.S. President is credited with
coining the phrase “Good to the Last Drop,” at a

historic Nashville location?*
Your registration includes:
e Dynamic keynote speakers
e New consumer coffee research
e Micro Market education
e 13 educational sessions
e Breakfast, lunch and network receptions

e 6 hours of exhibit time — 113 dedicated
refreshment services suppliers

*To find the answer, go to www.namacoffeeservice.org and click on the 2013 logo

water show will be the beautiful Opryland Resort
and Hotel, located just 15 minutes away from the
iconic Grand Ole Opry and downtown Nashville.
The International Bottled Water Association (IBWA)
will once again be co-locating with CTW 2013 for a
bigger and better show for all attendees.

Make plans today to attend and experience
firsthand the opportunities for growth and
profitability.

For specific details, contact Roger Stewart at
rstewart@namacoffeeservice.org
or 616.299.6483

Better Education...Better Brew...Better Bottom Line



mailto:rstewart@namacoffeeservice.org
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ALL MORNING LONG.

Boost breakfast business with the whole grain
benefits of belVita Breakfast Biscuits.

Whole grain is a hot sales opportunity. Over the past year,
75% of Americans have made an effort to eat more foods \
with whole grains. More than half said they have been buying bel\n[a
more whole grain products in the past year.? belVita Breakfast '
Biscuits help you power your morning business by giving
customers what they’re looking for.

STRONG NUTRITION.

%

* 18-20 grams * No HFCS
PER 509

» 3 grams of .

FIBER * No artificial flavors

or sweeteners To learn more about how belVita can power
» Good source of your breakfast business, contact your Mondeléz
International sales representative.
B VITAMINS & IRON

2 Harris Interactive, in an online survey of 1,579 U.S. consumers, taken between Nov. 19, 2010, and Dec. 1, 2010

1 International Food Information Council Foundation, 2012 Food & Health Survey.

1-8552023913  JMondelez,

International
fs-snacks-desserts.com

Sign up online for Snack & Dessert Solutions, a free
program designed to help build your business.

© 2013 Mondeléz International group
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