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ELEVATING CONVENIENCE
RETAIL DELIVERY:
UNDERSTANDING SHOPPER
PREFERENCES
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OVERVIEW

Using last mile fulfillment services in some form is nothing new for most consumers; however, the

rate at which consumers expect retailers to provide these services expanded rapidly as a result of the
COVID-19 pandemic. As consumers increasingly embrace last mile fulfillment solutions, delivery is often
at the forefront of redefining “convenience” in the shopper’s mind.

Many convenience retailers feel pressed into offering delivery to keep pace with shopper expectations,
other retail outlets, and emerging convenience-oriented services such as DashMart. Providing delivery
can result in many challenges for retailers, especially when it comes to understanding shopper
preferences and delivery providers. How convenience retailers leverage delivery can extend the reach
of store locations but requires a strong understanding for shopper expectations and preferences.

This research explores:

Convenience shopper digital A profile of convenience Delivery fees and the
ordering tendencies, delivery shoppers who order delivery impact of free delivery on
frequency and delivery type convenience shoppers
preference : |
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43% of convenience shoppers
have used a delivery service
to order from a convenience
store. This indicates shoppers
are increasingly making
purchases digitally and view
delivery services as an
extension of convenience stores.

Convenience shoppers are
split in terms of preference

for whether delivery is
provided directly by the
convenience retailer or from

a third-party provider. Order
accuracy, loyalty rewards

and subscription services are
the most important factors
impacting shopper preference
for the service that completes
the delivery.
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The primary product
purchased and delivery

fees are the top two factors
that impact convenience
shopper delivery preference.
Convenience shoppers think
of “delivery” as the drop-off of
prepared food.
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Delivery fees influence
convenience shoppers’
delivery purchase decisions
far more than the cost of the
products purchased.

Evening is the most
preferred delivery time,
followed by the afternoon.
Morning and late night are
less preferred for convenience
retail delivery.
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Free delivery is the top
promotion that would entice
shoppers to order delivery
from convenience retailers.
On average, convenience
shoppers are willing to spend
$19 to get free delivery for
their order.
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Understand the delivery landscape in the areas
where your stores operate and your stores’
ability to meet shopper expectations, including:

Technology capabilities necessary to

meet shopper expectations for delivery

Adoption of third-party delivery services

among convenience shoppers

Data sharing agreements and cost of
partnering with third-party providers

Strength of your stores’ loyalty program
and ability to accurately delivery orders
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Ensure your stores have a strong foodservice
offering that convenience shoppers seek out.
Delivery is most viable for convenience retailers
that have a robust foodservice offering.

Keep delivery fees low while increasing shopper
basket size and total spend. Cross-sell high
margin items to boost shopper spend in
exchange for low-cost or free delivery.

Appropriately staff and prepare stores during
evening hours when delivery is most preferred.

Determine whether your stores can meet
shopper expectations for delivery set by
e-commerce providers, such as the potential
for free delivery.
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CONVENIENCE SHOPPER DIGITAL
ORDERING & DELIVERY PREFERENCES

Convenience shoppers are typically individuals who stop to refuel their car, make a quick trip to pick
something up, or are on their way to or from work, school, or other outings. Given that shoppers are
accustomed to stopping in-store to make purchases, ordering via a digital device or ordering for
delivery to an alternate location have historically been afterthoughts for retailers and convenience
shoppers alike—until now. Survey results show that one-third of convenience shoppers place preorders
multiple times per week that are retrieved in store.

Additionally, 43% of convenience shoppers have used a delivery service to order from a convenience
store at some point in the past. This indicates convenience shoppers are willing to use delivery

services when they are looking for an even more convenient option for their needs. The frequency that
convenience shoppers use delivery for their purchases is reasonably high but also indicates an opportunity
for future growth (figure 1).

FIGURE 1: FREQUENCY OF CONVENIENCE
SHOPPER USE OF DELIVERY FOR ORDERS

43% of convenience
shoppers have used a
delivery service to order
from a convenience store
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Despite not
being able

to order
delivery from

a convenience
store previously,
62% of shoppers
try again at a
later date.

37% of convenience shoppers have used a delivery service for their
purchases on at least a monthly basis. While this number is promising,
there is even more potential for convenience retailers to leverage
delivery with shoppers. 57% of current convenience shoppers have
never used delivery, indicating there is still room for retailers to make
more use of the service with shoppers.

Although there are clear benefits for retailers in expanding store

reach through delivery, retailers should tread cautiously before
employing the use of delivery. The October 2020 NACS study, Last
Mile Fulfillment in Convenience Retail, found that retailers need to pay
close attention to the following pitfalls that can make delivery more of
a burden than a benefit:

Ensure that store staff have the time and ability to coordinate
delivery, either internally or with third-party providers

Delivery costs can be prohibitive, so fully calculate all
expenses related to fulfilling orders through delivery

Data sharing with third-party providers can be challenging
or not turn out as expected

Still, shopper expectations for delivery are here to stay. The January
2021 National Restaurant Association’s State of the Industry report
showed that 68% of adults are more likely to purchase takeout or
delivery now than prior to the pandemic. Additionally, convenience
shoppers are persistent in attempting to use delivery, even if it is not
available on the first try. Among those surveyed, 42% of shoppers state
they have attempted to order products for delivery but were not able
to due to the convenience store not providing delivery services. Despite
this, 62% of shoppers who could not make a convenience purchase for
delivery report they tried to do so again within a few months.
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To keep up with shopper demand for delivery, most convenience retailers have the option of partnering
with third-party providers or fulfilling the delivery themselves. NACS last mile fulfillment research
shows that retailers have many pros and cons to weigh with regards to who provides the delivery. Most
of these concerns are operational in nature, but what many retailers do not consider or are not aware
of is what preferences convenience shoppers have for delivery.

Convenience shoppers are evenly split on their preference for who delivers their order. Half (50%) of
shoppers prefer that the convenience retailer delivers their purchase directly, while 47% prefer delivery
from a third-party provider such as UberEats, DoorDash, GrubHub, etc. (3% selected “other” delivery
options). To an extent, this indicates shoppers do not have a strong preference for how their order is
delivered, but the reason shoppers select a delivery option provides a better indication for preference.
Figure 2 displays shopper preference for delivery options.

FIGURE 2: REASON FOR CONVENIENCE SHOPPER DELIVERY PROVIDER PREFERENCE

. Delivery from a third party

. Delivery directly from the convenience retailer

9% | 8%

Easier for me to Delivery of my Timely delivery Trust the brand Familiarity with Rewards/benefits Subscription/ Not sure
place the order order is most for delivery placing an order through this service membership
accurate
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Purchase ease, timely delivery and brand trust
are not differentiators for shoppers when it
comes to who fulfills order delivery. While these
areas are relatively important for all shoppers,
these factors do not make one delivery option
stand out from another.

Shoppers who prefer that convenience retailers
provide the delivery do so because of order

and delivery accuracy. Also, shoppers prefer the
rewards/benefits they receive from convenience
retailers compared with third-party providers.
This illustrates that shoppers who prefer that
convenience retailers complete the delivery place
more trust in the retailer to fulfill their order

as intended and value the loyalty benefits the
retailer provides. Convenience retailers that have

Copyright © 2021 NACS. All rights reserved. Unauthorized duplication, distribution or publication expressly prohibited.

Convenience shoppers
who prefer order
fulfillment directly
from the retailer

do so because of
order accuracy

and loyalty benefits.

the capabilities to complete deliveries themselves
should target shoppers with advertising that
touts order accuracy and loyalty benefits.

Alternatively, shoppers who prefer that their
delivery is fulfilled by a third-party provider do so
because of having a subscription or membership
with that service and are more familiar with the
order placement process through the provider.
These shoppers use a third-party provider for
delivery from other retailers or for transportation
and opt for a single source for their delivery
needs rather than going directly through
individual retailers.
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Convenience shoppers demonstrate an affinity
for delivery and are persistent in attempting

to use delivery from convenience retailers if

the service is not immediately available. While
shoppers are split in opinion on what service
delivers their order, clear reasons for preferring
delivery directly from the convenience retailer or
from third-party services are apparent. Retailers
should keep in mind answers to the following
guestions when introducing or revamping a
delivery service model:

Copyright © 2021 NACS. All rights reserved. Unauthorized duplication, distribution or publication expressly prohibited.

B Do my stores have the staff and technology
capabilities to offer delivery directly from
our stores, or is a third-party service a
better option?

M Does the current demand for delivery in the
area where my stores operate generate
enough business to warrant delivery costs?

® Do third-party providers have a reliable
presence in the areas where my stores
are located?

¥ Do my stores have a strong loyalty program
that would result in a dedicated following
for delivery?

Research &
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PROFILE OF CONVENIENCE
SHOPPERS ORDERING DELIVERY

Several factors influence shopper purchase decisions
when placing orders for delivery. How much weight
certain factors have on the shopper’s decision-making
process for delivery and the components of each
attribute that are most important to convenience
shoppers are pivotal for convenience retailer
understanding. This section examines the following five
factors related to delivery from a convenience store:

® The time of day for the purchase/delivery

® The primary product purchased

® Number of items purchased

m Total cost of products purchased

» Delivery fee charged

Each of those five components constructs a picture

of shopper preference for delivery. To evaluate the
degree to which each attribute impacts delivery from
convenience retailers, importance scores are derived to

establish which attributes have more or less influence on
the purchase delivery decision.

Copyright © 2021 NACS. All rights reserved. Unauthorized duplication, distribution or publication expressly prohibited.

FIGURE 3:

ATTRIBUTE IMPORTANCE VALUE ON

DELIVERY PURCHASE DECISION MAKING

Number of Items Purchased

Time of Day of Purchase

== Cost of Purchase

== Delivery Fee

== Main Product Purchased

Factors Influencing Delivery
Purchase Decision
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The main produc
purchased and th
delivery fee are
the top two factors
that influence
convenience
shopper deliver
decision-making.

ized
ibited.

The importance weighting of each attribute in figure 3 shows
two factors that outweigh others in the shoppers’ decision-
making process: the main product purchased and the delivery
fee. These importance values indicate that the main product
being purchased for delivery and the delivery fee being charged
are approximately twice as important to the purchase decision
for delivery as the cost of the purchase, time of day for the
purchase and total number of items purchased. Therefore,
convenience shoppers are most sensitive to the main product
being purchased and the delivery fee when placing an order for
delivery than other factors.

Several main products for purchase were tested as part of our
analysis, including prepared food (franchised/licensed,
proprietary or manufacturer brand food prepared using in-store
labor), pre-packaged sandwiches/salads, salty snacks, alcoholic
beverages, groceries, etc. One product stood out among all
others as being the most desirable for delivery—prepared food.
“Delivery” means ready-to-eat food for the typical convenience
shopper. In the shopper’s mind, delivery from convenience
retail is more akin to ordering from a restaurant for delivery
rather than placing an order for merchandise or other
household items. Aside from prepared food, groceries and salty
snacks are moderately preferred for delivery, while beverages
(alcoholic or non-alcoholic), candy and tobacco products are
not preferred. Convenience shoppers clearly indicate prepared
food is the top influencer for their delivery purchase decision.
As a result, convenience retailers that offer delivery, or are
considering doing so, must ensure they have a robust prepared
food offering.

Research &
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Interestingly, convenience shoppers are far more attentive to the
delivery fee for their purchase than the cost of the purchase itself. Given
that the delivery fee is the second most important factor that influences
shopper preference for delivery, convenience retailers need to pay
particularly close attention to this factor. Unsurprisingly, convenience
shoppers prefer the cheapest delivery fee tested ($2) compared to more
expensive delivery fees ($4, $6, or $8). Retailers should be particularly
alert to the total cost of labor, gas, vehicle wear, employee engagement
and other factors that impact the cost of delivery to determine the
viability of offering this service. Retailers that partner with a third-party
provider need to be cognizant of “small order” fees and service charges
in addition to the delivery fee charged to the shopper, which is typically
around $6 per delivery (outside of membership subscriptions).

To offset delivery fees for the shopper, retailers may consider raising
the price of products purchased through delivery compared to being
bought in-store. Although 55% of convenience shoppers believe prices
are ‘somewhat’ or ‘much more’ expensive when ordering through
delivery compared to ordering at the store or restaurant, 44% of
shoppers indicate they would pay a 1-5% premium on their order to

have it delivered. Since convenience shoppers are more attune to the
delivery fee than the cost of the order, retailers would benefit from
experimenting with price increases for products purchased for delivery,
particularly prepared food.

44% of convenience shoppers would pay a 1-5%
premium on their order to have it delivered.
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Convenience shoppers
are far more sensitive to
the delivery fee for their
order than the cost of
the purchase.

Convenience shoppers are surprisingly agnostic
regarding the total purchase amount for their
convenience retail delivery. Our study tested
purchase amounts varying between $5 and $15
and found there is very little difference in preference
for convenience retail delivery based on purchase
amount. This indicates that shoppers making a
purchase for delivery are more likely to spend a
larger amount than the typical in-store shopper,
who spent $7.34 per transaction in 2020, per the
NACS State of the Industry Report of 2020 Data.
Willingness among convenience shoppers to

pay more for a delivery purchase provides an
opportunity for retailers to include suggestive
selling techniques in online orders and potentially
charge more for products purchased for delivery.

Copyright © 2021 NACS. All rights reserved. Unauthorized duplication, distribution or publication expressly prohibited.

While the time of day does not have a large impact
on convenience shopper delivery preference, the
evening daypart is the most preferred relative to
other dayparts. Equating “delivery” with a prepared
food purchase at traditional mealtimes reinforces
the evening daypart as the most preferred time

for a convenience retail delivery. Additionally, with
individuals more likely to be home in the evening,
delivery makes more sense for consumers who may
be out during the day. The afternoon daypart is

the second most preferred time of day for delivery,
while the morning and late-night dayparts are

not preferred. Regardless of daypart, prepared
food is by far the most preferred item for delivery.
While the evening daypart has historically been a
slower time for most convenience retailers, offering
delivery (specifically for prepared food) presents an
opportunity to extend the store’s reach and build
business. Convenience retailers should ensure they
are best positioned to manage deliveries during
the evening when shopper preference for orders is
highest.
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Although the number of items being purchased
has the least impact on convenience shopper
delivery preference, shoppers do favor delivery
of four items compared to fewer items. Delivery
is worthwhile for the shopper if they are
purchasing more items and may present an
opportunity for retailers to add more items to
the shopper’s basket. In particular, if a prepared
food item is purchased shoppers are more

likely to purchase a salty snack or beverage to
accompany the prepared food. Retailers that
use a proprietary app to accept orders and fulfill
delivery should incorporate suggestive selling as
part of the app to increase basket size.

Copyright © 2021 NACS. All rights reserved. Unauthorized duplication, distribution or publication expressly prohibited.

In aggregate, impact ratings for each factor that
influences convenience retail delivery reveal the
most preferred delivery combination among
attributes tested—an order in the evening for
prepared food (four total items in the basket)
totaling $7.50 with a $2 delivery fee. While this
“ideal order” is admittedly aspirational on the
part of a convenience shopper, it provides a
snapshot for what shoppers are looking for from
convenience retail delivery—a prepared food
purchase in the evening with the lowest delivery
fee possible. This profile of the convenience
shopper ordering delivery does not change
significantly based on gender, household
income, employment status, or having children.
Regardless of shopper demographics, the degree
of impact each factor has on convenience retail
delivery remains consistent.
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INFLUENCE OF
FREE DELIVERY

As results from the profile of the
convenience shopper ordering

delivery show, the delivery fee has a
large influence on the purchase and,
unsurprisingly, shoppers exhibit a strong
preference for the lowest delivery fee
possible. Further elevating shopper
expectations for low cost or free delivery
are e-commerce services. The top four
e-commerce delivery services used by
convenience shoppers are:

Amazon Prime (52%)
DoorDash (50%)
Walmart.com (42%)
UberEats (36%)
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Many e-commerce delivery services offer free
delivery for purchases over a certain dollar value
or low-cost delivery fees based on monthly

or annual membership subscriptions. These
services can challenge convenience retailers

due to shopper expectations for free delivery.
When asked what would prompt a delivery from
a convenience store rather than an alternate
source, convenience shoppers listed free delivery
(66%) as the top promotion. Reward/loyalty
bonus points (32%) and promotions for a buy-
one-get-one-free offer (29%) were the next
most enticing offers that would push shoppers
to order delivery from a convenience store.
Similarly, shoppers list free delivery, reward/
loyalty points, and buy-one-get-one-free offers
as the top promotions that would prompt
ordering delivery from convenience retailers
more frequently.
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Free delivery is

the top promotion
that would prompt
convenience shoppers
to order delivery.

Finally, shoppers ordering delivery are willing

to spend more than the average in-store basket
size to get free delivery. Survey results show
that convenience shoppers would spend an
average of $19.09 to get free delivery for their
order (median $15). Convenience retailers should
understand the all-in cost to their business for
offering free delivery (either in-house or through
a third party) and balance that with the potential
to offer free delivery for larger, more expensive
basket sizes. Given that free delivery has more
impact on the purchase decision than the cost of
the order, convenience retailers should look for
opportunities to build larger baskets with high
margin items.
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About this Study

This research is based on data from the NACS/
Hathway Convenience Retail Delivery Survey
conducted in September 2021. The analysis is
based on 750 responses from United States
convenience shoppers and potential convenience
shoppers.

Special Thank You to Hathway

NACS would like to thank Hathway for supporting
this research study. Hathway is a digital growth
partner for the c-store and restaurant industries,
helping brands like Dash In and Wingstop drive
incremental revenue through digital experiences.
Hathway’s proprietary technology accelerator,
NomNom™, powers custom digital ordering,
loyalty apps, and websites that fuel more than $2
billion in sales per year. Click here to learn more
about Hathway.

Copyright © 2021 NACS. All rights reserved. Unauthorized duplication, distribution or publication expressly prohibited.

About NACS Research

NACS Research provides a robust portfolio of
guantitative and qualitative research solutions
designed to meet the unigue needs of the
convenience and fuel retail industry. Our vision
is clear: to advance the analytical capabilities,
insights and business performance of the
retailers, brands and industry partners across
our industry. Click here to access more NACS
research.
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No part of this research may be reproduced or transmitted in any form or by
any means, electronic or mechanical, including photography, recording, or any
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