Gas Stations
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Ok, here's how gas stations operate.

They sell gasoline of various grades, and other car products. Many operate a convenience store. Some do car maintenance and repair.

A typical gas station with a convenience store has $3 million of annual revenue and 8 employees, most of whom work part-time. The convenience store provides about a third of the revenue and a larger share of the profits.

Some stations are part of chains, some are independent but sell gas under the brand of their supplier. A typical station sells a million gallons of gas per year. Pumps are fed from underground storage tanks that hold only a weeks worth of sales.

Pricing depends on the wholesale price the station pays to the supplier, which can vary from week to week. Most stations simply add about 10 cents to the wholesale price.

Here are some strategic things you should know.

Stations compete with supermarkets and other big retailers that sell gas more cheaply to attract customers to their store. Chains like Wal-Mart and Costco buy gas at lower cost and can afford a lower profit margin.

Stations in the same area often have different suppliers, who have different wholesale costs. The difference of a few cents a gallon has a large effect on profits.

Government regulations affect gas station operations. Underground storage tanks are inspected regularly for leakage. Pumps are inspected for accuracy. And both state and federal gas taxes are collected.

Gas stations are vulnerable to changes in gas prices even though they only carry a small inventory. During periods of steadily higher prices, stations typically don't raise their own prices quickly enough.
Here are some good talking points.
Are they independent or part of a chain?

How much gas do they sell in a normal year, in gallons?

If they have a convenience store, what percent of their revenue comes from that?

If they have a convenience store, what are the most popular items?

If they do repairs, what percent of revenue comes from that?

What's their typical mark-up on gas? 10 cents?

Who's their biggest competitor?

How much were they affected by the recession?

And finally, how do they see their business changing in the future?

Now, you're ready.

