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QuikTrip - supply chain research



9-611-045. REV: JUNE 23, 2011. ZEYNEP TON. Qu uikTrip p In November 2010, 2 Chet Cadieux C (Cheet), CEO of tthe Tulsa, OOklahoma-based QuikTrip (QT). conveenience storess and son of one o of QT's founders, Cheester Cadieuxx (Cadieux), sstood up to ddeliver his an nnual address to more th han 1,000 emp ployees from m the chain 's Atlanta-area stores. I waant to thankk you and let you y know wh hat a great job b you are doin ng, Chet beg gan. Once again,, we outperfo ormed our competition th his year. In 2010, we posted a by-sto ore profit which was w almost do ouble that of the t top quarttile of compeetitors in our business. Alsso, thee vast majoriity of you aree shareholders in QuikTrrip so you sh hould be happ py to hear th hat yo our average an nnual return on investmen nt was 18% du uring the lastt decade.

new advertising campaign which involved handing out coupons for free gas, giving away floor mats through car dealers and mechanics, and offering to fix any car problems caused by QT’s gasoline.15 Chet explained: My father worked mercilessly to get better supply-chain advantage, quality, branding, and prices to become the best at selling gasoline.
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    	Transcription of QuikTrip - supply chain research


        
    	1 9-611-045. REV: JUNE 23, 2011. ZEYNEP TON. Qu uikTrip p In November 2010, 2 Chet Cadieux C (Cheet), CEO of tthe Tulsa, OOklahoma-based QuikTrip (QT). conveenience storess and son of one o of QT's founders, Cheester Cadieuxx (Cadieux), sstood up to ddeliver his an nnual address to more th han 1,000 emp ployees from m the chain 's Atlanta-area stores. I waant to thankk you and let you y know wh hat a great job b you are doin ng, Chet beg gan. Once again,, we outperfo ormed our competition th his year. In 2010, we posted a by-sto ore profit which was w almost do ouble that of the t top quarttile of compeetitors in our business. Alsso, thee vast majoriity of you aree shareholders in QuikTrrip so you sh hould be happ py to hear th hat yo our average an nnual return on investmen nt was 18% du uring the lastt decade.
2 And d our customeers keeep raving abbout our serv vice. But I do on't want yoou to take th his for granteed. We need to unnderstand andd adapt to thee present and future wantss of our custommers. Sin nce its foundiing in 1958, QT. Q had openeed over 500 sttores, but Cheet had future growth in miind as he con ntinued addressing his Atlanta employ yees. And forr all that we h have accompllished, we aree only in 11 cities, he sa aid. The nextt four years will w provide eexciting oppo ortunities forr growth. By 2014, we pllan to have 7332 stores. We have saturateed some mark kets and are beginning to saturate otheers, so most growth will come c in new markets.
3 M or 2011, QT planned to opeen 33 new sto Fo ores in existin ng markets aand enter a neew market N North Carolina. Tradition nally, when QT. Q entered a new market,, it opened 100 to 12 storess per year unttil the markeet was saturaated. But Chhet thought it i was time tto be more aaggressive. He was consid dering openiing stores in North Carolina at twice the usual sppeed, with ass many as 200 stores openeed by September 2012. The Conv venience Store S Indu ustry Byy December 2010, there weere 146,341 coonvenience sto ores in the UUnited States, over 60% of w which were single-store operations. o 1 Sales S in 2009 had been $5511 O Over 80% of cconvenience stores also sold gasoline and a diesel fueel, accountingg for approximmately 80% ($$ billionn) of all fuel saales in the U market.
4 The3 T average convenience c store s with fueeling stationss served 1,1000 customers a day, or appproximately 400,000. 4 The avera a yea age cost to buuild and open n a new storee, including aall real _____. _____. _____. _____. _____. Professoor Zeynep Ton prep pared this case witth the assistance of research Associatte Matthew Preble of the Global Reseearch Group. HBS ccases are developped solely as the ba asis for class discusssion. Cases are no ot intended to serv ve as endorsementss, sources of primaary data, or illustraations of effectivee or ineffective man nagement. Copyrigght 2011 Presidennt and Fellows of Harvard H College.
5 To T order copies or request permissionn to reproduce maaterials, call 1-800-5545-7685, write Haarvard Business School Publishing, Booston, MA 02163, or o go to ucators. This publicaation may not be ddigitized, photocoopied, or otherwise reproduced, posteed, or transmitted, without w the permisssion of Harvard Bu usiness School. 611-045 QuikTrip estate, construction, and inventory costs, was roughly $ million dollars in urban markets and slightly under $2 million in rural Convenience stores differed from grocery and drug stores in that they were smaller, carried fewer products, and stayed open longer. Stores averaged about 2,700 square feet of selling space6 and offered a range of items including hot and prepackaged foods, fountain and bottled drinks, grocery items, coffee, snacks, beer, tobacco products, and lottery tickets; some of the larger chains also offered private-label foods and drinks.
6 Convenience stores offered customers a quick shopping experience;. the average customer spent only three to four minutes from arrival to There was a great variety in the scope of operations and range of products. 7-Eleven operated 32,000 stores in North America, Asia, Europe, Australia, and Mexico8 while Sheetz operated 365 stores across six states in the eastern and specialized in made-to-order fresh food Some convenience stores offered dining areas; some shared retail space with fast-food restaurants, banks, and other QuikTrip 's Evolution QT was founded in 1958 in Tulsa, Oklahoma by childhood friends Chester Cadieux Chet's father and Burt Holmes.
7 After graduating college and serving three years in the Air Force, Cadieux wanted to start his own retail business and found a partner in Burt Holmes. The two decided to open a convenience store. Their first location was in their hometown of Tulsa and sold only groceries. In the early years, Cadieux worked the night shift alone, which, he later joked, earned him the right to be president and CEO. He held both positions for over 40 years until succeeded by his son Chet in 2002. (See Exhibit 1 for QuikTrip 's major milestones.). Under Cadieux's leadership, QT expanded into large Midwestern metropolitan areas in the late 1960s and then into other large cities.
8 Initially, QT's growth strategy was to open stores piecemeal in small towns around its major Midwestern Cadieux observed that, while this offered employees rapid promotions, it placed inexperienced employees in critical Cadieux scrapped this strategy when he realized that small markets would not generate enough profit for future large-scale QT ultimately closed stores in 37 small markets to focus on what Cadieux called the 3Ms Million Metropolitan Markets those markets that have populations exceeding a million. 14. In 1971, QT started selling gasoline and closed stores that could not support pumping stations. It required a large upfront investment to enter this highly competitive business and it was more than two decades before QT had established a reputation for selling high-quality gas at low prices.
9 In the mid-1990s, the company invested millions of dollars in improving the quality of its gas and began a new advertising campaign which involved handing out coupons for free gas, giving away floor mats through car dealers and mechanics, and offering to fix any car problems caused by QT's Chet explained: My father worked mercilessly to get better supply - chain advantage, quality, branding, and prices to become the best at selling gasoline. Our branded gasoline is now recognized as top- tier by companies like BMW and Audi. Our customers perceive us having both great quality and the lowest price. And we're confident about the future of our business because our breakeven on gas is lower than any of our competitors.
10 That means that, if, someday, people quit buying gasoline, all of our competitors will go out of business before we do. 2. QuikTrip 611-045. In the 2000s, food industry experts stated that close to one-fifth of all meals in the were eaten in the car16. QT, observing this trend and hearing from its own customers that they wanted to buy fresh food on the go, decided in 2007 to sell fresh food. Ron Jeffers, vice president of operating systems, explained: Our customers used to take our products home to cook. But now they are very active, constantly going from activity to activity. And they want food they can eat while driving to the next activity.
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