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CHAPTER I

INTRODUCTION
 Background and Rationale


A vending machine is a machine that dispenses merchandise when a customer deposits money, validated by a currency detector to be sufficient the desired item.


For over 60 years, the Vendo Company has helped keep the world’s thirst-quenching beverages cold and readily available for consumers not only where they live, but also where they work, play shop, travel and relax.


Vendo first established itself in London in 1880. It served coca cola bottlers. In the late 60’s, Vendo first introduced vending machine for canned beverages. 


Vendo machines became more and more popular, especially after coin-acceptor mechanisms could distinguish genuine coins from fakes. It generally served the purpose of selling snacks and beverages.

 Historical Background


The first commercial coin-operated vending machines were introduced in London, England, in the early 1880’s. Richard Carlisle, an English publisher and book shop owner, invented a vending machine for selling books around the same time. In 1888 the Thomas Adam’s Gum Company introduced the very first vending machine to the United States. Pulver Manufacturing Company added animated figures to its Gum machine as an added attraction. 


A completely coin-operated restaurant called Horn and Hardart was opened in 1902 and stayed opened until 1962 in Philadelphia. Moreover, an American inventor named William Rowe invented a cigarette vending machine. The first automatic vending machine started dispensing soda into cups. 

Famous Vending Machines


Vendorlator manufacturing company of Fresno, California made a series of classic vending machines during the 40’s and 50’s that mostly sold Coca-cola and Pepsi. Famous vendorlators included the VMC 27 and VMC 33. 

Statement of the Problem

This feasibility study aims to answer these following problems:

Major Problem


Is it feasible to put up vending machines inside the campus?

Minor Problems

1. What is the most preferred type of goods that consumers are willing to purchase?

2. What is the consumer’s spending capacity?

3. What are the three most desired locations for vending machines?

4. What is the rate of profitability?

Scope and Limitation


1. Target market


This study was conducted at the University of the Philippines in the Visayas, Iloilo City campus with exactly 100 respondents. The respondents were composed of High school, Management, Marketing and Accountancy students officially registered for this semester school year 2005-2006.


The feasibility study focused only on putting-up three vending machines inside the campus with respect to the respondents’ affordability and convenience.


The study considered respondents’ choice of type of goods, spending capacity and desired location of the machines.


2. Proposed Project
	Criteria
	SMI-9155 Vending Machine

	1. cost of machine
	P61,629.00

	2. size of machine
	53”x30.5”x22.5

	3. number of products
	111 snacks and 155 drinks

	4. weight of machine
	235 lbs.

	5. selection of products
	9 snacks and 5 drinks


Continuity of service is essential for success and for this to be achieved, regular feedback is required on the status of a machine, and the machine needs to be secure against vandalism. 



3. Marketing

The University of the Philippines should undertake to raise awareness of the project and its rationale through a wide variety of means. Most used one or more of the following approaches:

1. Announcements in year assemblies, usually within the context of a broader food and nutrition message. 

2. Raising awareness with students through discussion about the project and its rationale with their advisers and or professors. 

3. The creation of poster displays about the project with essential benefits. 

4. Student council activities with a focus on sampling opinions, promotions open forum with sample product available for comment and attitudes from the population. 

5. Inclusion of the project description posted on bulletin boards. 

These were all effective in raising awareness of new service prior to commencement, particularly those students who did not usually go to school cafeteria on a regular basis. Though there were good intentions on these campaigns during the project the reality was that the busy life of the school dictated against this happening.  

Key Goals of the Study
1. It aimed to determine the student’s preference type of goods and their spending capacity for purchasing these products.

2. It focused on desired location of machines for student’s easy access of goods.

3. It determined the feasibility of putting-up vending machines.

CHAPTER II

METHODOLOGY


There had been debates over the preferred location of vending machines and its type of goods that the consumer would convincingly purchase. The study requires a set of principles and methods to determine whether it is feasible or not. 


Data gathering in the form of survey would be helpful to understand the key objectives of this study. The target 100 respondents were High School, Management, Marketing, and Accountancy students from UPV-Iloilo City Campus. These are the following systematic procedures:

1. Observation and analysis of specific students’ preference on type of goods, location and amount for spending capacity.

2. Drafting and distribution of survey form to projected respondents.

3. Statistical computation using percentages and averages with respect to variables. 

CHAPTER III

FINDINGS AND DISCUSSION

Findings

1. Consumer’s Spending Capacity
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Figure 1

Figure 1 indicates that out of 100 respondents 56% were willing to spend P20-30 of their allowances. Only 26% were able to purchase goods for P31-50. The remaining 18% were distributed to spending capacity of P 51-80 with 2% and others with 16%.

2. Consumer’s Preferred Type of Goods with Respect to Sex

1. Male
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Figure 2.1

Figure 2.1 shows that the most preferred type of goods male students would be willing to purchase was bottled mineral water with only 51 had the average of 2.32. It was followed by canned beverages with 54 had 2.45 and biscuits with 57 had 2.59. The least preferred type of goods was junk food with 58 had the highest average of 2.63.

2. Female
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Figure 2.2

Figure 2.2 shows that junk food was the most preferred type of goods with 139 had an average of 1.78 followed by bottled mineral water with 172 have 2.21. Biscuit and canned beverage had 177 and 217 with averages of 2.27 and 2.72 respectively.

3. Consolidated Consumers’ preferred Type of Goods with Respect to Sex
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Figure 3

Figure 3 indicates that the most preferred type of goods was junk food with total average of 2.205 seconded by bottled mineral water with 2.265. The least were biscuits with 2.43 and canned beverages with 2.585. This result would help this study to project the target market. 

4. Consumer’s Desired Location of Vending Machines
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Figure 4

Figure 4 indicates that College of Management (CM) lobby was the most desired location for vending machines with the total of 43, Auditorium with 30 and High school Building with 26. 

5. Sales Projections per Week

	Items
	Units Produced
	Cost of Goods
	Selling Price
	Sales

	Snacks
	111
	(111X5) 

P555
	6
	P666

	Drinks
	155
	(155X13)

P2, 015
	14
	P2,170

	Total
	266
	P2, 570
	20
	P2,836


Figure 5



Figure 5 shows the total projected sales per week were P2, 836. The monthly sales would be P11, 344 (P2, 836X4). This project has incurred a total variable cost of P3, 670 per month which includes: Electricity (P400); Product refill (P200); Miscellaneous (P500) and Cost of goods (P2, 570). The total fixed cost was P2, 500 per month. Net income of P5, 174 per month was derived from total sales less total variable and fixed cost. The estimated net cash flow per year would be P41, 392 (P5, 174X8 months).

6. Profitability

	Year
	Present Value of P1 at 12%
	Estimated Net Cash Flow
	Total Present Value per Year

	1
	.893
	P41,392
	P36,963

	2
	.797
	P41,392
	P32,989

	3
	.712
	P41,392
	P29,471

	4
	.635
	P41,392
	P26,284

	5
	.567
	P41,392
	P23,469

	6
	.507
	P41,392
	P20,986

	7
	.452
	P41,392
	P18,709

	8
	.404
	P41,392
	P16,722


Figure 6


Figure 6 evaluates the capital using Net Present Value to measure the expected profitability of an investment. The machine is expected to have a useful life of 8 years. The study has selected a rate of 12% for the purpose of this analysis. By deducting the amount invested of P61, 629 from the total present value of net cash flow of P205, 593, the result was the expected income of P143, 964 for over 8 years.

Discussion

To discuss and present the findings, the study generally found out that this project would be feasible according to students’ responses. Junk foods and CM lobby were consumers’ prime choice with respect to preferred type of goods and desired location. The study estimated a sales of P11, 344 per month with the net cash flow totaled P 41, 392 per year. The study computed the average rate of return by dividing the average annual net income of P17, 995 (P143, 964/8 years) from the average amount invested of P30, 815 (P61, 629/2) which led to a profitability of 58%.
CHAPTER V

CONCLUSION AND RECOMMENDATIONS

Conclusion


Studies and analyses made have shown that putting-up three vending machines inside the campus is ultimately feasible and profitable.

Recommendations


Introduction of other new technologies that provide consumers’ necessity and further investigation on this study are highly recommended.

EXECUTIVE SUMMARY


A vending machine is a machine that dispenses merchandise when a customer deposits money, validated by a currency detector to be sufficient for the desired item. This technology would be helpful for easy access and convenience. This study aimed to determine if putting-up vending machines inside the campus would be feasible, the student’s preference type of goods and their spending capacity for purchasing these products, focused on desired location of machines for student’s easy access of goods. It was conducted at the University of the Philippines in the Visayas, Iloilo City campus with exactly 100 respondents. The respondents were composed of High school, Management, Marketing and Accountancy students officially registered for this semester school year 2005-2006. Data gathering in the form of survey would be helpful to understand the key objectives of this study. The study generally found out that this project would be feasible according to students’ responses. Junk foods and CM lobby were consumers’ prime choice with respect to preferred type of goods and desired location. Studies and analyses made have shown that putting-up vending machines inside the campus is ultimately feasible and profitable. Introduction of other new technologies that provide consumers’ necessity and further investigation on this study are highly recommended.
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