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CONSUMER PULSE/by mary boltz chapman

CONTRARY Public Opinion

Many consumers think independent restaurants have better food than chains,
but that doesn’t mean they visit independents more often.

Chain restau- average 38.0 percent; Hispanics, who average 37.7
rants receive percent; and married respondents, averaging 34.3
alot of flack for percent.
homogenizing the The figure is also higher for Gen Y respondents,
dining scene. Find- those 26 years old and under: 41.7 answered in the
ings from Restau- top two, while 31.1 percent of Gen X (27 to 41 years
rants & Institutions’ old), 26.6 percent of baby boomers (42 to 60) and
2008 New Ameri- 28.4 percent of matures (those 61 and older) did.
can Diner Study When presented with the statement, “I've seen a
show that consum- commercial or advertising for a chain restaurant and
ers do think more decided to eat there,” the youngest participants were
of the food atinde-  most likely to answer in the affirmative. Fully 35.7
pendents. But data percent of those 26 and under replied 6 or 7 com-
also show that pared to 33.7 percent of Gen X respondents, 26.7
they don't neces- percent of boomers, and 18.9 percent of matures.

sarily base their
purchases on that CARRIED AWAY

perception. One area where chains certainly seem to have the
The 2,194 advantage is takeout. Fully 69 percent of the respon-

About 417 percent of respondents—who eat meals purchased out 3.72 dents say they are more likely to order carryout
Gen Y respondents to times a week, according to the mean—were asked meals from a chain than a local independent res-
R&I's New American to think about how they select restaurants and agree taurant. Almost half, 45.9 percent, say only once or
Diner Study believe or disagree with a series of statements usinga 1 to 7 twice a month, but 24.6 percent say they have carry-
independent restau- scale, where 1 means “strongly disagree” and 7 means out three or four times a month and 15.6 percent
;:::isqlz:‘:ﬁ;ltﬁgzr “strongly agree.” The statement, “I believe that inde- order five or more times monthly. l
chain restaurants. pendent restaurants have higher food quality than
;le;s::sr'zs';ifdee":lgf chain restaurants,” garnered a mean score of 4.66. A c As U AL REL ATI ON S H I P
have eaten at chains INDEPENDENT DATA

because of ads

Despite recent talk about tough times for casual-dining
they’ve seen.

Alook at those who answered 6 or 7 shows an concepts, consumers say those are the restaurants they tend

average of 31.5 percent for all respondents. Demo- to patronize most often. R&/s New American Diner Study asked

: . . . which of the following types of restaurants is the primary one
graphic groups skewing even higher include those participants visit when eating away from home and which types
they had visited during the past year.

in the Northeast, who average 38.8 percent; those
whose household income is $100,000 or more, who

BlG idea Offer a frequency program  [ermeats

Fast food
to drive traffic. While 59.4 percent of New [N
American Diner respondents said they would Eijﬁe‘yzgie”a
eat at a restaurant more if they lowered their e e e
prices, 50.4 percent said they would visit more Hotel

Source: Restaurants & Institutions 2008 New American Diner Study

often if offered a loyalty discount.

ON THE WEB: For additional New American Diner Study data, visit www.rimag.com and see the January issue of Restaurants & Institutions.
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30 COVER STORY

Sales Force

Upselling is an admirable—if not

fundamental—goal, swelling both
tips and sales. But how does your
front-of-the-house staff turn up the
heat without appearing greedy or
aggressive? To find out, Chain
Leader asked battle-tested trainers
and consultants to share techniques
for turning servers into salespeople
and getting customers to buy more.
By David Farkas

20 MARKETING

A MySpace Odyssey

Tijuana Flats Burrito Co. launched a MySpace page as
part of a yearlong music competition designed to promote
unknown, cutting-edge musicians while helping the
fast-casual chain connect with a young, Web-centric
customer base.

By Margaret Littman

22 NEW PRODUCT PIPELINE

Natural Science

With most of its meats naturally raised and all of its sour
cream and cheese hormone free, Chipotle Mexican Grill
has been promoting a new way to think about healthy
food. Rather than spotlight fat and calorie content, Chipotle
emphasizes sustainable ingredients.

By Monica Rogers

26 BACK OF THE HOUSE

Taking Measures

Four years ago T.G.l. Friday’s applied IBM’s Six Sigma
principles to a nagging back-of-the-house problem:
slow ticket times. The chain simplifed recipes and
installed kitchen-management software and hard-
ware, and ticket times are down to nine minutes from
16 minutes.

By Lisa Bertagnoli
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36 GROWTH STRATEGY

Causing a Stir

Since being acquired by Walnut Group, a Cincinnati-based
private-equity firm, in 2006, 10-unit Stir Crazy has been
preparing for national expansion. The Pan-Asian chain has
streamlined the menu, improved service and embarked on
a remodeling program.

By Lisa Bertagnoli

42 MANAGEMENT REFERENCE

Immigration Update

Whether immigration reform ever takes place, employers
must ensure workers are properly documented, following
varying state laws and avoid discriminating against workers
on the basis of their nationality or citizenship status.

By Mary Boltz Chapman




on the VWEB

WEB EXCLUSIVES

® How sales contests can motivate server
productivity

Lee Roy Selmon’s spinoff from OSI
Restaurant Partners means national
expansion is on the horizon

Damon’s engineers a turnaround

Houlihan’s shares how it secured an
investment to grow

Concept creator Steve Schussler
discusses his new concept, the Hot
Dog Hall of Fame
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EDITORIAL

The New

Chain Leader

hen Chain Leader

was gearing up for its

debut, the founding

editor, publisher and

sales team walked

around the 1996
National Restaurant Association Show wearing
red and white buttons proclaiming, “Meet the
New Chain Leader: Winning the Chain Restau-
rant Game.” It was an introduction to some-
thing new and unique.

Today I get the honor. Meet the new Chain
Leader. In this issue we debut our new posi-
tion: trend-forward insights to build brands.

In the last issue, I told you about the
changing role of chains within the industry

Consumer Pulse article on Page 2. This occa-
sional article will look at a piece of consumer
research—this time R&I5 2008 New American
Diner Study—through a chain lens.

If you turn to Page 22, you'll find our new
pillar food feature, New Product Pipeline, a
look at what’s new and coming up from chain
kitchens. This month, we examine “health con-
scious” menus in a trend-forward way: expand-
ing the definition to include healthy for the
earth and animals as well.

Our Cover Story, “Sales Force,” on Page 30,
discusses how restaurant chains turn servers
into salespeople. Each month, the Cover Story
will give readers concrete ways to improve in
specific areas or benchmark themselves against

www.chainleader.com is getting a makeover, too,
with new daily news sources, industry resources,
blogs and easier feedback. Its relaunch will soon

follow this issue, so watch your e-mail.

other companies.

Flip to Page 42, and you'll
find Management Reference,
a look at some resources for
following immigration law.
This recurring department

and our research and efforts to stay ahead of
these changes. This month I'd like to walk you
through some of the specifics.

PERSONAL TOUR
You've already seen the cover, sans restau-
rant executive. As it does here, it will

show people, product, movement
and environment. The “menu
bar” in the upper left corner
evokes a Web page, and allows
us to highlight more stories than
7 we could in the past. There’s an
ongoing argument in magazines as
to whether you should put page
numbers on the cover or lead
readers to the Table of Con-
tents. We think busy chain
leaders would rather not
take the extra step.

You also might
have noticed a new

will always look at a human-
resource topic and will be focused for readers
who aren’t necessarily HR experts. And it will
always have a list of resources and links to turn
to for more information.

NEW AND IMPROVED

Finally, on our last page, is VIP Radio. A spin-
off of our successful Cover Society interview
series, VIP Radio is a quick Q&A with an
industry leader. The extended interview is
available as a podcast online; a transcript is
also available.

There were some familiar sights along the
way as well. Several of our departments and
features have been refocused to adhere to our
“trend-forward insights to build brands” posi-
tion. Some topics had to be left behind. They
simply weren’t offering enough value.

As always, please let me know what you
think of the new content and design, in print
and online. And enjoy getting to know the new
Chain Leader. ®

| WELCOME YOUR FEEDBACK. Contact me at (630) 288-8250 or mchapman@reedbusiness.com.

BIG

ideas

“Even if you are on
the right track,
you'll get run over if
you just sit there.”

—Will Rogers, humorist

“Innovation
distinguishes
between a leader
and a follower.”
—Steve Jobs,
co-founder, Apple

“Innovation is the
specific instrument
of entrepreneurship.
The act that endows

resources with a

new capacity to
create wealth.”
—Peter Drucker, writer and
management consultant

“Kids, you tried your
best and you failed
miserably. The lesson
is, never try.”
—Homer Simpson

Mary Boltz Chapman
Editor-in-Chief
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recent independent study confirms that — overwhelmingly C ustomers Crave C Ieanliness !

- restaurant patrons want dining area tables to be clean \ynen asked about factors influencing which restaurants they
and sanitary. But what cleaning method do customers  payronize, a 2007 HARRIS INTERACTIVE® SURVEY revealed

prefer? Three to one, respondents felt disposable,  that customers ranked restaurant cleanliness second in
pre-moistened table cleaning wipes were a better means for importance only to food quality.
cleaning tables than multi-use cotton towels — which were perceived
as ineffective and possibly even spreading germs from one table to O -
the next. In fact, more than half of those surveyed indicated they 6 /O Respondents feel that it's important for
restaurant table tops to be spotless.

would choose to eat at a restaurant that used disposable table

cleaning wipes over one that did not. - . -
3 .1 Respondents view disposable table cleaning wipes as

Sani-Surface® Table Cleaning Wipes from Nice-Pak* are a being more effective than multi-use cotton towels.

quick, easy to use alternative to potentially dirty cotton towels.
Simply use a fresh wipe for each table and toss the soil into the trash!
Improve your customers’ perception of cleanliness - and build
increased loyalty and sales, wipe after wipe!

50/ Patrons would be more likely to choose to eat at a
O  restaurant that used disposable table cleaning wipes.

Call your distributor today and order
Sani-Surface’ Table Cleaning Wipes!

Or log onto www.Nicepak.com/tablewipe
to request a complimentary sample.

Sani-Surface ® Table Cleaning Wipe sample can

also be obtained by calling 888-33-WIPES

94737

NICEAPAK"

commercial

*Nice-Pak is a registered trademark, used under license by Professional Di: bles Inter




ON THE MONEY/by david farkas

A financial guru gives fair warning
about new restaurant construction—

and a viable alternative.

Unhappy RETURNS

Public and private-equity-funded com-
panies have been building restaurants

at a significant rate to penetrate new markets
and achieve regional dominance. While such
growth powers valuation models and com-
pensates for lagging traffic in existing units,
new unit construction also wreaks havoc

on returns, insists Vancouver, Wash.-based
investor and financial strategist Jim Parish.

Explain your new warning for

restaurant operators.

Returns on new restaurant construction are
miserable and getting worse as measured

in historical terms. Its so bad that a level of
return on investment that would cause rejec-
tion of a new restaurant construction project
just a short while ago is now significantly
above what many such new projects will
produce.

Why have returns on newly constructed
restaurant units collapsed?

Costs of new construction have been ris-

ing at a double-digit rate for years, and the
demands on construction materials such as
lumber, concrete and steel brought about by
hurricane relief have merely exacerbated the
trend. Plus, real-estate costs have risen nearly
across the board. In addition, landlords have
repackaged developments into lifestyle for-
mats to increase per-square-foot yields and
more efficiently cover maintenance expenses.
The result has been higher rent per square
foot for tenants.

Municipalities have reduced development
staffs in response to budgetary pressures. As
a result, planning, zoning and site-approval
processes are stretching longer and become
more costly. In many areas, municipal and
neighborhood activism has resulted in harsh-
er architectural restrictions, further adding to
cost and delay. For similar reasons, infrastruc-
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ture costs which used to be borne by

the municipality for streets, curbing, and
water and waste disposal have been trans-
ferred to developers, who typically pass
them along to tenants.

In the end, what’s the danger

for companies?

In many cases, building a new restaurant

not only doesn't add value, it may destroy it
due to excess capital usage and substandard
returns. A chief financial officer recently told
me his company’s ROI on new construction
has been halved in the past 10 years, from the
high 20 percent range to below 15 percent.
No. 1 on my personal list of fundamental
metrics to create value in restaurants is that
unit-level economics must provide a superior
return, on sales and on investment. Both
numbers should be above 20 percent.

Are there options?

There is a viable option to new construc-
tion: the conversion of existing restaurant
sites. Such sites are preferable to non-restau-
rant retail given that hoods, ventilation and
grease-disposal systems are still in place. Yet
some non-restaurant “alternative” sites should
also be considered. Due diligence is criti-

cal because unseen structural concerns are
always a risk.

What are the advantages?

An existing building could mean significant
savings in construction costs and higher
ROIs. A further advantage is that location and
traffic issues are known, giving you greater
certainty of the level of performance. The
opportunity to obtain a quality restaurant
location at a price that both enhances perfor-
mance and improves ROI may be just what
new investors need to bring new capital to
the restaurant industry. H

“In many cases,
building a new
restaurant not only
doesn’t add value,
it may destroy it
due to excess
capital usage and
substandard
returns.” —jim Parish
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UPSTARTS/hy maya norris

|
L / Concept Rumbi Island Grill
- Headquarters Sandy, Utah
Units 23
2007 Systemwide Sales
$22 million
2008 Systemwide Sales
$26 million to $27 million
(company estimate)
Average Unit Volume

$1.2 million

Average Check $8.25
Expansion Plans 5 or 6
company and 4 or 5
franchised stores in 2008
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m . SNAPSHOT kgl

umbi Island Grill took a step back last year to

move forward. It slowed down growth in 2007
to concentrate on making the tropical, fast-casual
concept more amenable to expansion. Now Rumbi
believes the concept is ready to enter new markets
and fill in its current markets.

The Sandy, Utah-based chain has 20 company and
three franchised restaurants in Utah, Arizona and
Colorado. Rumbi opened 10 units from 2000 to 2005
and eight in 2006. But it only opened five in 2007
as President Stuart Gee spent the last year trying to
reduce the complexity and costs of the operations and
lower build-out costs.

“Based on what we're finding with our restaurants
and the financial model, we think we can do much
better,” says Gee, former vice president of operations
for Romano’s Macaroni Grill. “So we just took a mea-
sured approach to say, ‘Hey, let’s slow down and make
sure we have the right model for us and for a franchi-
see coming in.”

COST CONTROLS
To make its signature rice bowls less labor intensive,
Rumbi began using preportioned, precut vegetables,
as well as teriyaki and orange sauces made to its
specifications by a vendor. The company kept costs
down by negotiating contract pricing for vegetables
and vendor-made sauces.

Unit workers still make the jerk and peanut sauces

Back to the Drawing Board

Rumbi Island Grill slows expansion to tweak operations and build-out costs.

and all the salad dressings on site. However, the
company is looking into either having a vendor
make them or buying them off the shelf.

Rumbi also re-engineered how to build the rice
bowls and salads, which each make up 35 percent
of sales. Previously unit workers tossed greens, pro-
teins and other ingredients with dressing in chilled
prep bowls. Now they put the salad ingredients
directly into the customer’s bowl and serve the
dressing on the side. And today rice bowls no longer
come topped with green onions and sesame seeds.

While the salads and rice bowls are easier to
make, unit workers are spending more time prepar-

Because Rumbi ing the pulled pork used in Rumbi’s

targets profession-
als and double-
income families, it
prefers to open in
inline locations in
high-end shopping
malls and lifestyle
centers.

pork entree and sandwich. Previ-
ously the company used a prepared
product. Now workers braise and
boil the pork for four hours on
site. By doing so and switching to

a different vendor, Rumbi says it
cut pork costs in half without sac-

rificing quality. “It’s tougher for us
Stores feature a
relaxed, tropical
decor with padded
hooths, hamhoo,
plants, tribal masks costs flat at 28 percent. They also
and statues of lowered labor costs 4 points to
famed Hawaiian
surfer Duke
Kahanamoku.

to make, but the cost savings was
astronomical,” Gee says.
These changes have kept food

30 percent and shaved three or four
hours of prep time daily.

TROPICAL GETAWAY

One of the biggest cost savings will come from a new
prototype, which will feature a smaller kitchen thanks
to the menu-engineering changes. Future Rumbis will
be 1,800 to 2,000 square feet and cost $275,000 to
$300,000; the old box was 2,500 square feet and cost
$400,000 to $600,000 to open.

The prototype will debut in April 2008 in Provo,
Utah. It will be one of five or six company units
opening in Utah and Arizona in 2008; the company
expects franchisees to open four or five in Arizona,
Idaho and California. Then it will ramp up expansion
in 2009 with 20 units in current markets plus Cali-
fornia and Nevada.

Rumbi would like to have 100 to 125 stores
nationwide in five years, equally split between com-
pany and franchised units. B

IN THE WORKS: To build dinner sales, Rumbi will test a meat lover’s platter and margarita-lime chicken and shrimp.




Always

" With Burke’s fully cooked Mexican-style
meats you get all the authenticity without
all the work. They are the key ingredients

for consistent success, flavor, appearance,

convenience and safety.

oo When you make it with Burke,
you always make it your best.
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Always make it your best®

Strips Beef Chicken Toppings



HOW TO GROW TO0 100 UN|TS/hy maya norris

Laying the GROUNDWORK

Operators discuss how small chains should go about building corporate infrastructure.

orporate infrastructure is the foundation to grow and yet provide the necessary services and
for any expanding restaurant concept. personnel to grow is to outsource a lot of the work
‘ But small, growing chains often don’t have the that you need done, for instance, for stock options.
resources or funding to develop all aspects of Also look to hire somebody on a part-time basis to
their company as they expand. Chain Leader do your marketing, to do your construction, to do
spoke to several operators about how small your design work. People will understand that you
chains should build up their infrastructure don’t have a great deal of money. And if they believe
and where they should invest their limited in your idea and your vision, I think that they will
I\ resources. work for stock, which at the time is not expensive
| capital. You hope to create value in that stock, and
‘ Peter Barli, president, you hope to make all those people that do take that
Lee Roy Selmon’s, Tampa, Fla. stock as remuneration and make them wealthy by

Your management and your team-member  holding those shares.

training infrastructure is the most impor- As you get into the 15- to 20-store range, then
tant piece. Bar none, it’s that training the first people that you need to put on board are
piece and having the right people to go a chief financial officer and a full-time training and

out and develop your culture. human-resources individual. Those are the two most

Bricks and mortar and even get- important people that you need within the confines
ting cash is far easier than HOW TO of the company early. Others can be out-

sourced until you get enough to play with
and to offer good competitive salaries and
benefits.

replicating a concept’s
culture. And ultimately the
reasont why we have the confidence, for
instance, in Lee Roy Selmon’s being able to
Kenny Lao, founder and CEO,
Rickshaw Dumpling Bar, New York
First off you need to assess what your

go where people don’t know who [retired
Tampa Bay Buccaneer Lee Roy Selmon] is,
is because if the culture’s strong enough,
then the deliverables on the soul-satisfying skills are. Here are the things that we’re

comfort food and the heartwarming hos- really, really good at and here’s how we're

pitality will be there. And that is what will going to break it out. Now out of these
bring people in for second, third and fourth skills, what are things that only [co-founder David
visits and turn them into regulars—the culture and Weber] and I can do? For example, I do investor
the people. The building won't do it. The building relations. I do new store openings. He does financial,
will only get them in there once. The people will operations standards.
keep them coming back. First things that we want to consider is do you
[hire] a higher up, expensive, C-level type of guy?
Jim Frye, founder, chairman and CEO, Or do you hire someone below you? What you want
Italian Oven Cafe, West Palm Beach, Fla. to do when you look at first hires is you want to
One of the best ways to save one’s very, very valu- see what you need. For us right now, the first thing
able capital when you are small and just beginning that we need is a great bookkeeper. We don't need a
CFO right now at two units. We want to stay really,
B | G M d really nimble. You want a part-time bookkeeper and
I ea Founder Jlm Frye Of Itahan Oven a part-time assistant, because even at two units, we
Cafe suggests small chains offer stock options to can handle what's going on.
. . . . I think the next key hire that is either an equiva-
employees until their companies are blg enough to lent of us or a higher up is going to be a district

offer competitive salaries and benefits. manager, where they oversee a couple of units in

ON THE WEB: Check out the nine areas Times Grill's Kelly Harris says small chains should invest in as they expand at www.chainleader.com.

Chain Leader 1 January 2008




; Anything you can do
do better.
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Veal Pizza Veal Chop Veal Salad

Ho-hum entrees and appetizers, your notice is served. From burgers to satays to chops
and beyond, Veal lets the creative chef put an indulgent spin on just about anything.
And because it's available at multiple price points, it fits any menu concept in need of
an exciting new twist. For more information, visit vealstore.com or call (800) 368-3138.

E‘H’Funded by The Beef Checkoff. ©2006 Cattlemen'’s Beef Board and National Cattlemen's Beef Association



HOW TO GROW TO 100 UNITS

“You need to have systems in place to foster
training and education. A lot of small companies make

the mistake by not investing in those resources.”
—COO Martin Mayer, The Loop Pizza Grill

Manhattan to allow us to be able to
move down to D.C. to do the new
openings down there.

Steve Kishi, chief operating
officer, Super Mex, Long Beach,
Calif.

We brought in our shining stars
that are doing well at the res-
taurant level to expand their
contributions—give them a lot

more special projects and try

to identify the future leaders
of this company. So we picked and
chose certain managers who are very strong [in areas
such as] community relations. Another one is very
strong in operations. Another one is very strong in
menu preparation. And we use them as a task-force
team. They’ll meet here in the corporate office with
the ownership, and we’ll work on special projects
together. And it gave us the benefit of having their
knowledge to help us accelerate our infrastructure.

Steve Stoddard, president and CEO,

Restaurants Unlimited, Seattle

You have to look at it as a timeline of when you're
going to need what. So, for example, for us to open
new units, the first thing you start dealing with

are design, real estate, construction—those are the
things that come at you first, a year prior to even
opening the doors on that first restaurant in a new
growth strategy. So to start adding infrastructure in
accounting or marketing, for example—well, you're
not going to need that until you're opening those

units. So you have to look at it in the flow of how
departmentally you're affected by growth, which
departments are affected first and when do you need
to add things on.

And you've got to be disciplined to make certain
that your overhead is based on the number of new
units you're able to make arrangements to open and
what your forecasted sales profiles for those restau-
rants would be.

Martin Mayer, chief operating officer,

The Loop Pizza Grill, Jacksonville, Fla.

You need to have systems in place to foster train-
ing and education, which is very, very important.
Alot of small companies make the mistake by not
investing in those resources. At The Loop one of the
things that we’ve implemented is a program called
Next Steps. Its literally training that takes place the
day they sign their franchise agreement. It’s literally
a step-by-step process in chronological order that
walks them through what their next step is as far as
getting the restaurant open. And then, moreover,
identifying the parties that are responsible for com-
pleting that particular task. And that keeps them on
track to get their restaurant open hopefully within
the 300-day time frame that is outlined in the fran-
chise agreement.

It also an understanding of when you need to
hire the appropriate human resources to support
and facilitate the growth of the concept. In our
case, for every 10 restaurants that are opened, we
need to have another franchise business consultant.
Now understanding the time frame and when those
restaurants are going to open will trigger when we
need to hire that next person and get them trained
to the point to where they can conduct their respon-
sibilities accordingly and help that franchise busi-
ness partner succeed. You're always trying to think
anywhere from 12 to 24 months out with regards to
projection and growth and when the restaurants are
going to come on line. W

Order the new

800.570.1985 www.c-b.com

combination supreme -,

Our restaurant experts deliver more than ever.
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Carter Burgess

Carter & Burgess, Inc. is now part
of the Jacobs family of companies
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BorRN 1IN THE U S. A.

America’s Best Flame Roasted Peppers

THE HOME FIELD ADVANTAGE YOU CAN TASTE. Dunbars flame roasted peppers are
grown and processed in California under the strictest safety standards and in an audited

“Sustainable Agriculture” program. Available in natural pieces, sliced, diced or pureed;

these labor-saving and eye-catching peppers are ready-to-use and add value to almost

'-/, anythlng on your menu. Give your customers the home- grown flavor and securlty of

W Dunbars Roasted Peppers. Call us today or tell your distributor that you want Dunbars.

GROWN & PROCESSED
INTHE USA.

www.MoodyDunbar.com  1.800.251.8202
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A MySpace

SNAPSHOT

Concept
Tijuana Flats Burrito Co.

Headquarters
Maitland, Fla.
Units 59

2007 Systemwide Sales
$55 million

(company estimate)
Average Check $9
Ad Agency

PUSH, Orlando, Fla.

Expansion Plans
20 in 2008

Chain Leader 1 January 2008

Tijuana Flats tries
to CONNECT WITH
ITS CUSTOMERS
by spotlighting
unknown, cutting-
edge musicians
on MySpace.

ODYSSEY

ocial networking sites such as

MySpace.com and Facebook
are still relatively untested territory
for many companies. Not that there
aren’t restaurant chains on MySpace,
but whether that presence is contrib-
uting to their brand-building objec-
tives remains to be seen.

The degree of viral feedback available on
such sites means a marketer gives up the
level of control available in traditional
branding. While feedback and backlash
is a possibility with any marketing
effort, it is more likely on social net-
working Web sites. That, combined
with the preponderance of college
drinking photos that get linked to
a page through “friends,” make

tool for only a select group
of marketers.

Maitland, Fla.-based
Tijuana Flats Burrito Co.
feels it is in that group.
In July it launched a
MySpace page as part of
a yearlong music com-
petition designed to find
ways to connect with a
young, Web-centric
customer base.

The company has
had its own Web site

MySpace a potentially successful

(www.tijuanaflats.com) for two years. It reflects the
sassy, tongue-in-cheek charm of the restaurants,
which are filled with lively music from classic rock
to 1980s sounds. “People ask us all the time. “What
music this is?”” explains Ashley Montgomery, direc-
tor of marketing and public relations for the chain.

Tijuana Flats considered adding a music player
to the site, but it was outside the chain’s modest
budget. Licensing rights to play one well-known
song for a year topped $50,000. That would have
necessitated playing the same tunes over and over,
which would not have driven repeat traffic to
Tijuana Flats’ site.

BATTLE OF THE BANDS

Brainstorming with PUSH, the Orlando, Fla.-based
ad agency that has worked with Tijuana Flats since
December 2003, the team came up with a way to
give customers the new music they crave while cap-
italizing on the concept’s irreverent, counterculture
vibe—something Tijuana Flats has been known for
since founder Brian Wheeler borrowed money from
his parents to open the Tex-Mex joint in 1995 when
he was a college student.

In July, Tijuana Flats launched the Rock Out
with Your Guac Out contest, which solicited
unsigned bands and singers to submit music that
would be played on Tijuana Flats’ MySpace page
(www.myspace.com/tijuanaflatsburritoco).

The team was impressed by the 100 responses
it received in July. It chooses a winner for every
month for a year; the 12 winners each have three
songs in rotation on the MySpace site for a month,
with the first winner, Bettys Not a Vitamin, an
alternative country rock band from Clearwater, Fla.,
featured in August 2007. The chain targets diners
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ages 18 to 49, both male and female, so it looked for
music from every genre. Submissions ran the gamut
from Irish to folk to reggae. Bands were instructed
not to submit songs that used foul language, and
upbeat music was preferred.

Other winners included Never Alone and Matt
MacKelcan. A promotion such as this could have
attracted amateur-ish music from wannabes surfing
the Web. But despite the fact that all the entrants
were unsigned musical groups, Tijuana Flats
received very few poor-quality entries.

According to Tijuana Flats, wannabe musicians
and Tex-Mex lovers who like cutting-edge music
would be drawn to the site to see what was new, the
MySpace format would allow others to spread the
word, and site traffic would increase.

“We kept trying to figure out ways to get people
to come back to the site and try to build repeat traf-
fic,” says Chris Robb, chief creative officer for PUSH.

“MySpace is a good way to create an avenue for
new bands,” Montgomery adds. Prior to the con-
test, the MySpace page only had about 15 “friends”
(folks who link through MySpace), all of whom were
employees. Now there are more than 250, includ-
ing guests, fans of the bands, radio personalities and
people who do not live close to a Tijuana Flats loca-
tion. After adding a music player and the new music
to the Tijuana Flats Web site, average daily traffic
increased to 900 from 300.

AND THE WINNER IS...

In addition to being a good avenue for new bands,
MySpace appears to be a good avenue for the chain.
The 13-year-old chain projected 2007 systemwide
sales at $55 million, up from $15 million in 2003.
But Tijuana Flats still doesn’t have serious funds to

G+ Googe.

NAVY FEDERAL GRE.. _ NCAA

A MySpace Web page

and contest promising to
play the music of select
unsigned artists increased
Internet buzz for the
Tijuana Flats concept.

Betty’s Not A Vitamin, an
alternative country rock
band from Clearwater, Fla.,
was Tijuana Flats’ first
contest winner. “We are
really floored that Tijuana
Flats chose us as the first
new entree,” says band
frontman Todd Staudinger.

(Opposite) The Rock Out
with Your Guac Out Contest
will feature one new hand’s
music each month.

invest in marketing or advertising, with most of it
earmarked for expansion. The 59-unit concept plans
to add 20 new units in 2008.

While the chain has billboards and radio spots as
part of other marketing efforts, there was virtually
no expense in promoting Rock Out with Your Guac
Out. “This is the first time we’ve gone underground,”
Montgomery says. “We did not even make posters. It
was all word of mouth.”

“That was the great thing about this. It was really
cost effective,” Robb says.

The contest has been so successful that Tijuana
Flats plans to begin another round this July. Robb
says there are ways to integrate the contest into the
chain’s other marketing efforts. A compilation CD or
even a concert might work to extend the idea in the
future, when Tijuana Flats has a larger national pres-
ence and a bigger marketing budget.

Robb says Tijuana Flats

may be able to continue to

take advantage of more viral
marketing efforts that may
not work for more estab-
lished chains.

“The thing people love
about Tijuana Flats is
that it does not feel like
a chain. It feels more
personal,” Robb says. “A
lot of brands are doing
things like this, but it is
kind of tricky:. If it is not
right, it will not work.
People can smell a fake, especially on the Web.
It needs to be authentic. Some things
probably should not be on MySpace.” B
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Concept
Chipotle Mexican Grill Inc.
Headgquarters Denver
Units 670

2007 Systemwide Sales
$1 billion*

Average Unit Volume
$1.7 million

Average Check $9.50
Expansion Plans 130 to
1401in'08

*Chain Leader estimate

composed of socially responsible, sustainable fare.

With most of its meats naturally raised and, just
recently, all of its sour cream and cheese hormone-
free, Chipotle Mexican Grill has been promoting a
new way to think about healthy food in chain res-

taurants. Rather than spotlight fat and calorie con-

tent, Chipotle’s “Food With Integrity” emphasizes
sustainable ingredients: foods that are better for
the human body, the planet and animals by virtue
of being produced without pesticides, chemicals,

antibiotics or hormones.

Chlpo’[le broadens what it means to be HEALTH “It’s not that we consider nutritional content to
CONSCIOUS while proving that sustainable fare ~ Pe unimportant,” says Chipotle Public Relations

Director Chris Arnold. “But we take a more holistic

can be both socially responsible and profitable. ook at nutrition and health.”

f you visited a Chipotle Mexican Grill this past

summer, some of the cilantro that scented

your rice, romaine lettuce that filled your bur-
rito bowl or onion that spiced your barbacoa was

locall LA il -uni
With all of its pork, ocally grown. A summer pilot program 670-unit

80 percent of its Chipotle will continue, the sourcing measures cut

chicken and 50 down on fossil fuels used to transport produce, gave
percent of its beef local farmers a boost and improved taste by serving
naturally raised, ingredients during their peak season.

Chipotle’s healthy Flouting suggestions that a huge, fast-casual
focus emphasizes

sustainable ingredi- restaurant chain can’t do the fresh, local thing, the
ents rather than fat seasonal produce program is just the latest develop-
and calorie content. ment in Chipotle’s move to serving a menu entirely

22 | Chain Leader I January 2008




Chipotle says customers did
not balk when it raised prices
after switching to naturally
raised meats in 2000.

HEALTH FARE

But are sustainable products more healthful than
conventional ingredients? According to Dr. Daniel
Fabricant, vice president of scientific and regula-
tory affairs at the Washington, D.C.-based Natural
Products Association, “There’s never going to be a
double-blinded, placebo-controlled, randomized
trial that shows that milk without hormones is less
toxic than milk with it, because that study defies
medical ethics. You can’t run a study like that on
humans.” However, he says, “There have been
case reports linking potential adverse affect to
humans who have consumed products from live-
stock given antibiotics and recombinant growth
hormones.”

Industry watchdogs such as the Center for
Science in the Public Interest say while Chipotle’s
focus may be better for the earth and animals, it
does not help consumers’ health. “Their efforts
with sustainability are commendable, but if we're
talking about health benefits for human beings,
there’ still enormous room for improvement on
their menus,” says Michael E Jacobson, the cen-
ter’s executive director.

Jacobson says lowering sodium content in
bean and meat recipes at Chipotle would help, as
would the switch to brown rice and low-fat cheese
and sour cream. He also takes issue with the fact
that calorie counts are hard to find on Chipotle’s
Web site. “People should know that a fully loaded
burrito from Chipotle has 12 to 14 grams of satu-
rated fat,” Jacobson concludes.

Chipotle counters with the choice card: “There
are more than 60,000 ways you can build these
entrees,” says Arnold. “Listing calorie con-
tents for each version would be impossible.”
Instead, Chipotle lists calories by
ingredient type.

PAYING MORE FOR “BETTER”
Thus far Chipotle’s shift to sus-
tainable has been gobbled up by
guests who are willing to pay a
premium for natural ingredients.
According to the Natural Mar-
keting Institute’s 2006 Health &

hile Chipotle’s spin on health

puts the onus on sustain-
able ingredients, other chains have
focused on stepping up more-tradi-
tional better-for-you measures aimed
at helping customers count calories,
watch their fat intake or eat smaller
portions.

T.G.l. FRIDAY’S has already up-
dated its Right Portion, Right Price
program once since it launched in
March 2007. The program features
entrees that are one-third to one-half
smaller and priced about one-third
less than typical servings. It dropped
two of its initial Right Portion, Right
Price items—Jack Daniel’'s Chicken
Alfredo and Bruschetta Chicken Par-
mesan—and added Garlic Chicken
Primavera and Parmesan-Crusted
Chicken late spring and early sum-
mer. “As with the rest of the Friday’s
menu, the Right Portion, Right Price
menu will continue to evolve, with
entrees being added and entrees
being taken off,” says President
and COO Mike Archer. “We expect
the number of these choices on the
menu to remain close to 10.”

UNO CHICAGO GRILL has contin-
ued to expand availability of health-
ful options and nutritional informa-
tion under CEO Frank Guidara’s
guidance. The establishment of a
Nutritional Advisory Board in 2005
with two outside physicians—one a
heart specialist and the other an en-
docrinologist specializing in weight
management—has meant a stream
of alternatives to deep-dish pizza.
Uno’s flatbread pizza section, for

example, which started two years ago
with four options, now includes 10
pizzas featuring high-flavor, lower-fat
toppings, and now accounts for one-
fourth of all pizza sales.

Uno has dedicated more than
100 pages on its Web site to the
nitty gritty, right down to fiber,
sodium and saturated fat. Kiosks in
each restaurant’s lobby take guests
straight to those pages. Kiosks have
tallied more than 2 million hits since
being installed two years ago, with
460,000 hits on the “500-or-less
Calorie” section, according to Senior
Vice President of Marketing Rick
Hendrie. This year Uno is looking
hard at what it can do to remove
more saturated fat and sodium from
its recipes.

This past summer SUBWAY
became the first national chain to
post calorie counts on menu boards
in New York City at 400 units. The
company says it would like to put
calorie counts on menus nationwide.
“It fits with our strategy of mak-
ing nutritional information easy for
guests to access,” says Kevin Kane,
public relations manager for the
28,563-unit chain.

The holdup is that each of the 13
communities now debating making
such measures mandatory may settle
on different requirements, Kane
says. “It would be easier for us if
there was a uniform standard for how
this is done throughout the country,
but we understand that each com-
munity may want different things,”
he adds.

January 2008 1 Chain Leader

23



24

MENU SAMPLER

Tacos: three soft flour or four crispy corn tortillas with choice of meat,

choice of salsa, cheese or sour cream, and romaine lettuce, $6

Burrito: giant flour tortilla filled with cilantro-lime rice, choice of pinto
or vegetarian black beans, choice of meat, choice of salsa, cheese or

sour cream, $6

Vegetarian Fajita Burrito: giant flour tortilla with sauteed pepper,
onion and herb mix, vegetarian black beans and guacamole, $6

Burrito Bowl: cilantro-lime rice, pinto or vegetarian black beans, choice of meat,
choice of salsa, cheese or sour cream, served in a bowl instead of a tortilla, $6

Burrito Bowl Salad: romaine lettuce with choice of pinto or vegetarian black
beans, choice of meat, choice of salsa, and chipotle-honey vinaigrette, $6

Chipotle recently
began using hormone-
free sour cream and
cheese.

As part of its summer
pilot program, Chipotle
contracted with local
farmers to buy at least
one of its bulk vege-
table items from each
farm and distributed
them to units closest
to that farm.

Chain Leader 1 January 2008

Wellness Trends Database, 26 percent of the general
population and primary grocery shoppers agree that
organic foods and beverages are worth paying an
extra 20 percent for.

Likewise, beginning in 2000, with the switch to
naturally raised pork, which bumped carnitas menu
prices up a dollar, Chipotle’s guests have not balked
at price increases.

“We actually saw carnitas sales double after the
switch to naturally raised pork, despite increasing
the price of the product a dollar, which transformed
it from being the cheapest to the most expensive
item on the menu,” says Arnold. “For us, that was

a good indicator that people were
willing to pay a little bit more
for food that they recog-
nized as being better.”
Subsequent

B 25- 1o 50-cent

increases in

menu prices didn't raise customers’ ire either

when Chipotle introduced naturally raised chicken
in October 2002 and debuted naturally raised beef
in August 2003.

But Chipotle says the biggest proof that guests
like its menu focus is its consistently growing rev-
enue, both through new-restaurant openings and
robust same-store sales. This month Chipotle begins
its 10th year of double-digit, same-store-sales.

WORTH THE EFFORT

That’s not to say Chipotles ingredient evolution was
a snap to execute. Careful planning has been neces-
sary from the start.

Knowing that it wanted to use gourmet-quality
ingredients, Chipotle built its unit-economic model
specifically to allow for food-cost flexibility. The
company has kept operational expenses low, the
menu limited and crews small, for example, to help
offset food costs—which at 31.9 percent are high
for the industry.

As well, Chipotle’s marketing team knew it
would need in-store marketing materials and bill-
boards to get guests on board the “Food With Integ-
rity” bandwagon. Posters and billboards launched
with each new protein have crystallized the message
with simple slogans such as “No ‘Pharm’ On Our
Farms,” “Mystery-free Meat” and “Our Farmers
Wear Jeans, Not Lab Coats.”

B | G idea Chipotle

built its unit-economic model
specifically to offset its food costs,
which at 31.9 percent are high
for the industry.




TIMELINE

But the biggest
challenges to execut-
ing Chipotles new
sourcing model
have been limited
supply and high
market costs. “You
can’t just throw a

switch and make
it all happen,”
says founder
and CEO Steve
Ells. “The food industry is very
change adverse. Farmers have been doing things
the same way for a very long time. They need to
know switching to sustainable practices will be
viable....Chipotle doesn’t buy enough produce to
set the market.”

As a result, supplies of sustainably raised
ingredients aren't yet consistently available to
Chipotle. What is available is sold at a substantial
price premium over commodity goods. “If we
served burritos that were made with 100 percent
sustainable ingredients today, they’d cost closer to
$16 than $6,” says Ells, “which would get us away
from our goal of making gourmet, socially respon-
sible food available to mainstream consumers at an
affordable price.”

CENTER OF THE PLATE

Still, Chipotle has made significant progress
toward its ingredient goals. The company now
serves more naturally raised meat than any other
restaurant company in the world.

Because hogs mature in six months and chick-
ens in just over six weeks, Chipotle was able to
switch to naturally raised animals in those catego-
ries quickly. All of its pork and 80 percent of its
chicken are now naturally raised.

But with cattle, which take two-and-a-halfl
years to mature, the process has been slower. Only

50 percent of the beef Chipotle uses is naturally
raised. Exacerbating the issue, “We use very little
meat from each head of cattle,” says Arnold.

Beef recipes on Chipotle’s menu include steak
from the ball tip cut and barbacoa from the shoul-
der or clod. To use more beef per animal, which
will help with the current supply issue, the com-
pany is experimenting with different cuts of beef
that it might add to recipes without altering taste
or texture.

CONTINUING PROGRESS

Beyond meat, Chipotle has gradually reduced the
amount of commodity black and pinto beans it
uses; at year-end 2007, 25 percent were organic.
Going to 100 percent organic supply has not yet
been possible. “The supply is just not there,” says
Arnold.

Chipotle’s also looking for a large enough
affordable supply of sustainably raised romaine
lettuce, cilantro, limes, tomatoes, peppers, onions,
corn and other ingredients used in salsas and
fajitas year-round. For the summer produce pilot,
Chipotle’s purchasing team contracted with local
farmers to buy at least one of its bulk vegetable
items (onions, peppers, lettuce and herbs) from

each farm. The fresh, local veggies were then deliv-

ered to distribution centers throughout the coun-
try and served at units closest to each farm.

New this month: All sour cream and cheese
supplied to Chipotle is now produced from milk
taken from cows that have not received any rBGH
(recombinant bovine growth hormones). Also on
the horizon, it plans to use dairy products that are
not only hormone free but sourced from cows that
are pasture raised.

“We don't see our ingredient improvements

%

as something that will ever be ‘done,” Ells con-
cludes. “Our commitment is to work to constantly
improve quality. That’s something that will always

continue.” W

NEEES
reads “Art of Eating” article
about naturally raised pork

Chipotle
begins sourcing naturally
raised pork for all units
systemwide

Chipotle
begins sourcing naturally
raised chicken in a few
stores

Chipotle
begins sourcing naturally
raised beef in New York

10 percent
of Chipotle’s beans are
organically grown

Chipotle’s
menu is trans-fat free

15 percent
of Chipotle’s beans are
organically grown

25 percent
of Chipotle’s beans are
organically grown

All
Chipotle sour cream and
cheese are rBGH-free

About 25 percent of
Chipotle’s black and pinto
beans are organic.

Supplies of sustainably
raised ingredients aren’t
yet consistently available,
so Chipotle pays a sub-
stantial premium for those
ingredients.
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(Opposite) T.G.1. Friday’s
kitchen-management
system and zones in the
pickup window enable wait
staff to quickly find plates
and deliver them to tables.

hen is a restaurant kitchen like a

factory? All the time, at least if you
pose that question to executives at
T.G.IL Friday’s. That's why, four years ago, Friday’s
executives decided to apply IBM’ Six Sigma prin-
ciples to a nagging back-of-the-house problem:
slow ticket times.
Ticket times were running about 16 minutes,

Friday’s has cut ticket times to
nine minutes from 16 by using

factory-style controls.
stressing the kitchen, servers and guests. “It was

almost a joke that we couldn’t get food out the
window on a busy shift,” says Jay Johns, vice
president of strategic operations for the Carrollton,

The plating procedure has
heen reworked to eliminate
garnishes and other frills
guests deemed unnecessary.
Today plates come off the line
“guest ready.”

Texas-based company.

Johns, who at the time had completed some
Six Sigma training at the University of Minnesota,
thought it might work to apply those principles,
normally used for factories, to Friday’s kitchen.
Factories and restaurants are not dissimilar: “In
other businesses, you have points of sale, points
of distribution,” Johns explains. “In the restaurant
business, it happens under one roof.”

WINDOW OF OPPORTUNITY

Six Sigma’ process is called DMAIC: define,
measure, analyze, improve and control. Friday’s
applied all five steps to the slow ticket-time issue.

“We put processes in place to get the feedback
from the field,” Johns says. “Everyone agreed we
had a bottleneck in the window.” In addition to
making the guest wait too long for food, the bot-
tleneck meant food would “die” in the window—
that is, become unsuitable for serving.

In analyzing the slow ticket times, Fridays
made several discoveries and adjustments to the
back of the house.

First, Friday’s reworked several recipes to make
them less complicated for cooks. Plates were also
redesigned to be “guest ready” right off
the line, not in need of garnishes or other ~SNAPSHOT
finishing touches. Concept T.G.. Friday's

To simplify orders, Friday’s un'bundled Ownership Carlson
the choice of soup or salad from its entrec I SONTRINERFN
orders. “All research showed that guests

) o Headquarters
were time-starved. . .their time was worth Carrollton. Texas
as much or more than soup or salad,” Units 907YW0r|dWide

Johns explains. “We were forcing another [T ISR

course on them when they didn’t want 2007 Systemwide Sales
it.” After the unbundling, only 20 percent $3.25 billion*

of guests now choose a soup or salad Average Check $14.79
with their main course, he says.

Gi , b ) Average Unit Volume
ven guests concerns about pOl’[lOl’l $36 mi||i0n

sizes, that move was astute, says Steve
Loftis, a restaurant training consultant

*Chain Leaderestimate
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Faster ticket times means Friday’s can serve
10 percent more guests during rush periods.

A new kitchen-
management system
is part of Friday’s
back-of-the-house
controls package. The
system keeps track of
menu items’ cooking
time and paces orders
accordingly.

28

Neal Gesell
Owner
QuiznosSub

“Everyone knows that location is an
important factor for success. That's why |
opened my Quiznos franchise on a
Wal-Mart outparcel. With the help of a
Wal-Mart Real Estate Manager, | now have

access to a highly visible location with

proven customer traffic and convenient
accessibility.”?

www.wal-martrealty.com
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based in Grand Haven, Mich. “They were answering
the guest need,” he says. “My feeling is, get to the
future before your guest does...thats what [Fridays]
is trying to do.”

Overall, Loftis applauds Friday’s initiative as
“innovative and healthy for the industry.”

LABOR ADJUSTMENTS

Friday’s also installed new kitchen-management
hardware and software, which enables the kitchen
to group food in the window according to tables.

This tactic works well, says Anne Biron, who was
a general manager at a Friday’s in Methuen, Mass.,
while the new kitchen procedures were in test. The
previous kitchen-management system “didn’t gauge
food properly,” says Biron, now a Friday’s director of
operations in New Hampshire.

One example: A table would order a steak dish
and a pasta dish, and both orders would be sent at
the same time. As a result, the pasta was finished
and waiting at the window long before the steak
was done. The new system knows cooking times for
all menu items and paces the orders accordingly.

A new way to “zone” food in the window also
helps, Biron says. Each menu item has a designated
place in the window, so servers know exactly where
to look when their order comes up. “Before, it was
wherever there was space in the window,” Biron

”

says. “Now, its ‘pull it and run it.

FAST AND EFFICIENT

Back-of-the-house staffing is more efficient, too.
Eliminating parsley and other garnishes from the
plate reduced the need for a garnisher/expediter.
Cooks scheduled during busy times, or “weed eat-
ers,” are no longer necessary due to the streamlined
recipes and plating process; in fact, Friday’s was able
to cut a position from the cook line.

Friday’s began rolling out the improved kitchen
system two years ago. Ticket times have been
reduced to nine minutes. More efficient staffing and
less waste have boosted profitability by 3 points and
cut waste by 1 percent.

Because tables turn faster, Friday’s restaurants are
able to serve 10 percent more guests during peak
periods. “We have seen nice guest-count gains over
the last couple of years,” Johns says.

Future refinements are in the works, including
front-of-the-house procedures that Johns declined
to discuss. And controls are now in place to make
sure that kitchens don't fall back into bad habits.

“We can see [ticket] times for every restaurant,
every day, every hour, and by shifts,” Johns says. “If
anyone starts to backslide, we can work on it.” B
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pselling. There’s something
off-putting about the word. In
restaurants, it conjures up the image of

an insincere waiter laying it on thick.

“Upselling has some negative connotations,” con-
cedes Hard Rock Cafe Senior Director of Training
and Development Jim Knight, who teaches upselling.
“There’s the perception of being too pushy, like a used-
car salesman.”

Yet selling during service is an admirable—if not
fundamental—goal, swelling both tips and sales. “The
server’s job is to sell as much as possible and to make
service of such a nature that the guest comes back soon
looking for you,” says Denver-based author and training
consultant Tim Kirkland.

Knight estimates “suggestive selling” (the term he
prefers) can add $150,000 to $200,000 in sales a year
to a Hard Rock unit. COO Tony Bendata of Kinders
Meats, a fast-casual sandwich concept based in Con-
cord, Calif., says his units can ring up 5 percent to
7 percent more when servers upsell.

Who among today’s restaurant operators isn't inter-
ested in at least maintaining revenues as guest counts
and comparable sales dip? Indeed, urging customers to
buy more can be an effective way to bolster the top line
without hurting margins.

But how does your front-of-the-house staff turn up
the heat without appearing greedy or aggressive? To find
out, we asked battled-tested trainers and consultants
to share their techniques for turning servers into sales-
people and getting customers to buy more.

THE REAL DEAL

In their new book, Authenticity: What Consumers

Really Want (Harvard Business School Press), James H.
Gilmore and B. Joseph Pine II state that “people tend
to desire real offerings that businesses execute on an
individual-by-individual basis or in some extraordinary
way.” (See sidebar, “The Real Thing” on Page 34.)

It turns out our experts are generally of the same
mind. “Authentic and genuine service is at the heart of
hospitality. You want to let your employees be natural,”
advises training consultant and former Stir Crazy execu-
tive Kelly Grant of Charlotte, N.C.-based Results Thru
Strategy.

Sales FORCE

UINCOMMON STRATEGIES
FOR MAKING MORE MONEY IN
21 GENTURY FoOD SERVICE

s ﬂMlIH DINERS TIPS CHELKS rene

“ & Kinder’s Meats units
(opposite) can ring up

5 percent to 7 percent

more when servers upsell.

In his new hook, The
Renegade Server, former
— restaurant executive Tim

; Kirkland offers tip-boosting
strategies for “renegades,”
servers who master the
basics and then adopt a
unique style to stand out
and connect with guests.

Getting customers to

buy add-ons at Hard Rock
Cafe depends largely on

a server’s ability to connect
L3 with customers on an
emotional level.

RECOA PEASA

How chains can upsell
customers without
turning them off.
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Despite downplay-
ing upselling in its
restaurants, Cracker
Barrel trains servers
to talk about menu
items in detail.

Spreading the spirit
of rock 'n’ roll is part
of Hard Rock Cafe’s
mission statement,
which employees
live by as they inter-
act with customers.

Chain Leader 1 January 2008

It’s a point not lost on Knight, who is responsible
for training at Orlando, Fla.-based Hard Rock Cafe’s
143 restaurants. “Every experience has to be authen-

tic, and that is how we suggestively sell,” he says.

Hard Rock’s curriculum, for example, teaches
front-of-the-house employees to use “nonthreaten-
ing” language to tie a customer’s experience to an
add-on (“Hey, check this out”). It also instructs serv-
ers to suggest only relevant add-ons (“Chili would
go great on that burger”).

“People will buy as much as you provide them
as long as their experience completely blows them
away,” Knight insists.

“We create a culture in which we assist our guest
through add-on sales to maximize their experi-
ence,” says Toni Quist, vice president of training for
Memphis, Tenn.-based Perkins & Marie Callenders
Inc., a 616-unit system of franchised and company-
owned restaurants.

Training programs at both family chains encour-

age new employees to begin upselling by day two.
“Working with a certified trainer, they would be
making an appetizer offer or a to-go offer,” she
explains. “I want them involved from the start.”

Quist, a former Perkins’ server and manager,
describes servers as menu experts who help cus-
tomers choose dishes after first reading the table. “I
wouldn’t want you to be at either Perkins or Marie
Callender’s and not have the opportunity for dessert
or to take one home if you're too full,” she says.

CREATING EXPERIENCES

Training consultant Kirkland also favors tailoring
service. In his new book, The Renegade Server (Indi-
an Creek Press), the former Rock Bottom training
executive argues that a customer’s decision to buy
more rests on a servers ability to create the “unique
experience” a customer expects.

He offers the following tips:

* Reconnaissance: sizing up the customers to
determine the approach

e Regularity: asking how often the customer
comes in

e Reason: figuring out the occasion

e Rate: pacing service based on above

Kirkland advises servers to think of themselves
as personal shoppers, not salespeople. “[Your job]
is to discern what your guests will like and present
them with several options from which to choose,”
he writes.

Even those who turn up their noses at the idea
of upselling find it hard to argue with that notion.
Cracker Barrel Senior Vice President of Operations
Doug Barber, who claims the Lebanon, Tenn.-based
chain’s 570 restaurants are too busy for servers to

®
BlG ldea Training consultant Tim Kirkland advises

servers to discern what their guests want and present them

with several options to choose from.




“Tonight, whoever sells the
most slices of pie won’t
have to clean up.”

—Vice President of Training Toni Quist,
Perkins & Marie Callender’s Inc.

push add-ons, nonetheless says they “are all
focused on the guest experience.”

Declares Barber: “It’s not high pressure. It is
hospitality at its best. It’s about you and what
your needs are. That's not a seven-step process
to service. It's a mentality.”

Perhaps. But it is also one that, as Gilmore
and Pine point out, depends “on an individual-
by-individual basis.”

TAILOR MADE

Morgan Spurlock’s controversial film, Super Size
Me, may have given upselling a black eye, but it
hasn't stopped fast-feeders from offering addi-
tional items to customers to increase per-person
averages. Only, instead of asking, “Can [ super-
size that for you?” consultant Grant suggests
customizing the experience.

“You have to start by teaching your employ-
ees to read the cues and telling them they are not
just order takers,” she explains. No matter how
brief the transaction, she says, it should be cus-
tomized to the extent possible.

) At Krispy Kreme, where
It's typical for

servers at Marie
Callender’s to
compete in slice-
selling contests
during their shift.
For those who
sell the most: no
clean-up duties
that night.

Grant once worked, for
example, employees pass out
samples of new products to
guests in line, giving cashiers
something to talk about with
customers.

Bendata says that display

cases full of meats, pastas and

Designed to Sell

Washington, D.C.-based The Palm Restaurants boasts a
remarkable style of personalized service at its 28 units that
can be applied in any style of restaurant, insists Director of Train-
ing Debbie Fox. It can be done by following five practical steps:

Find the right people.
“I"d rather hire some-
one with a hospitality
personality because
we can’t teach them to
be hospitable. We can
teach service skills.”
Train them. “The No. 1
issue is menu knowl-
edge. If you haven't
tasted an item, how
can you recommend it?
It's also very important
to know what goes into
a dish and how it's
prepared.”

Motivate. “Young staff
members want to be

involved. The best man-
agers share informa-
tion—food and beverage
sales, for example—
with them. They also
empower them.”

Know your guests. “No.
1 for us is strong data-
base marketing, with
our 837 Club, com-
ment cards and [online
reservation servicel
OpenTable.com. We are
using them to enhance
guests’ experience by
gathering as much
information as possible.
We know when it's a

first-time visit or special
occasion.”

Provide exceptional guest
service. “We encourage
servers to be part of

the marketing program.
They write thank-you
notes and give out their
own business cards. If
customers have a server
they trust, you can sell
them anything.”

Front-of-the-house employ-
ees at The Palm are expected
to cultivate relationships
with guests, earning their
trust and making it easier to
sell add-ons, says Director of
Training Debbie Fox.

January 2008 1 Chain Leader
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The Real Thing

ames H. Gilmore, co-author of Authenticity:

What Consumers Really Want (Harvard Busi-
ness School Press, 2007), explains the impor-
tance of authentic-looking service.

What's the trick to making service real or
authentic? The key is to induce engaging perfor-
mances from workers. Too often they’re asked to
say the same old lines all the time when circum-
stances warrant a different kind of interaction.

Have you seen this technique in restaurants?

I'll contrast Rainforest Cafe with Ed Debevic'’s.

The last time | went to Rainforest Cafe, the host
nonchalantly showed us to a table
and threw the menus down. He
had no idea he was on stage. It
was as if he was struck by ma-
laria, which would work at Rain-
forest Cafe if one was aware of the
characterization being portrayed.

At Ed Debevic’s, management

encourages employees to give
themselves stage names and put

it on their name tags. The host who greeted us

was “Smiley.” If you give yourself that name, you

can't help but behave differently.

WHAT CONSUMERS REALLY WANT

What did he do? | walked in and said, “Three
please.” And he said, “Follow me.” He proceeded
to weave through all the tables—at one point,
even climbing over a booth—until | said, “Hey,
what about our table?” To which his smart-aleck
response was, “Table? You didn’t say anything
about a table?”

The experience exceeds all expectations? It defies
all expectations. And it comes off as real. Great act-
ing always comes off as rendering the scene more
authentic.

How do you defy expectations in a more traditional
restaurant? Don’t be bound by conventional norms.
Nothing kills authenticity like ubiquity. Not only
ubiquity of location but of standard lines servers
say when they greet you or in how they pour a glass
of water. Breaking out of those norms is a way of
rendering what we call “original authenticity.”

ON THE WEB: Read about how sales contests can motivate server productivity at www.chainleader.com.

Chain Leader 1 January 2008

“Only suggestively sell if the opportunity is relevant.”
—Senior Director of Training Jim Knight, Hard Rock Cafe

salads help suggest additional items
to customers, but Kinders employees
also attempt to enhance value during
the 15 seconds it takes to get an order.
Usually they tell the customer about a
combo meal deal.

Workers do not use a script at the
13-unit chain. “What they talk about
isn’t robotic,” declares Bendata, who
operated a string of drive-thru coffee
shops before joining Kinder’s last year.
“We want them to use their own per-
sonality. Thats why we hired them.”

It has apparently worked. “Our
check average has gone up 50 cents
because of our training. That makes
employees understand the value of
pushing one extra item,” he says.

Sharing such information regularly
is vital to upselling efforts. “There are
so many metrics in this industry—
check averages, appetizer sales, shop-
per reports and so on. You should
post the results so people understand
the impact [upselling] has on busi-
ness,” Grant says.

Former operator Jim Sullivan of
Sullivision.com, a restaurant training
site, warns against immediately show-
ing employees how to suggestively

BlIGidea

sell. “The first training step should be
showing the server how low the profit
on the dollar is in the business,” he
explains. “Help them clearly under-
stand why we sell before stressing
what to sell.”

CAREFUL SELLING

Upselling at one of 171 Burger Kings
in Puerto Rico takes special care,
according to franchisee Anecito
Solares. “Just because a customer
accepts one of your suggestions
doesn’t mean they’ll keep saying yes,
and after a while, they might think
you are badgering them,” he explains.

Employees make two offers: one
to up-size a combo meal, the other to
buy a dessert, usually ice cream. The
suggestions add about 3 percent to
the top line annually. “That’s higher
than what you might consider a nor-
mal Burger King average in the States
though our pricing is very similar,”
he boasts.

Then again, upselling a cold
dessert on the Caribbean island is
practically a no-brainer. Solares says
the temperature rarely falls below
70 degrees. H

Managers at The Palm share sales information with
servers to motivate and empower them to upsell.
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With new capital and a fresh set of eyes,

Stir Crazy is poised for COMPANY-
FUELED EXPANSION.

t took Stir Crazy a dozen years to

open 10 restaurants. Over the next
five years, expansion will be decid-
edly more aggressive: eight restau-
rants this year, 10 to 12 in 2009, and
at least 12 more a year following. The
company’s immediate goal: 50 to 60
locations open within the next four or
five years.

Longer term? “We want to be a premiere national
brand in casual dining,” says Peter Nolan, director
of marketing for the Chicago-based chain of full-
service restaurants, which offer a pan-Asian menu
as well as a do-it-yourself stir-fry bar.

Stir Crazy executives and industry observers say
that goal is entirely reachable, from both a financial
and competitive point of view. In 2006, Walnut
Group, a Cincinnati-based private-equity firm,
raised $25 million, an undisclosed portion of which
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was used to purchase Stir Crazy. “We paid cash for
it,” explains Michael Strauss, Stir Crazy CEO. “We
raised more equity than we needed...we raised
enough for growth.”

As for the competitive scene, the time could be
right for another full-service Asian chain to make
a national splash. “The market is dominated by
PE Changs,” says Darren Tristano, executive vice
president at Technomic Inc., a Chicago-based res-
taurant research firm. “There is a very low incidence
of major chain restaurants, so there’s definitely an
opportunity.”

Stir Crazy, Tristano says, has an edge. Unlike
Chicago-based Flat Top Grill or Ferndale, Mich.-
based BD’s Mongolian Barbecue, its culinary focus
is on menu items, not do-it-yourself stir-fry. “Con-
sumers don’t want to cook,” he says. Plus, with
DIY cooking, “you may be creating something that
doesn’t taste very good,” Tristano adds. Stir Crazy’s
extensive menu, for that reason, “is very smart,”
he says.

FINE-TUNING FOR GROWTH
Menu adjustments are among the many changes
Stir Crazy has made to prepare for growth.

The menu, once at 95 items, was whittled to 60
items. The company deleted items that were slow
sellers, strained the kitchen operationally or made
purchasing difficult. For example, a popcorn shrimp
appetizer ($7.95) was removed from the menu due
to the difficulty of sourcing rock shrimp in the wake

of Hurricane Katrina. An appetizer of plum-sauced
chicken ($5.95) was difficult to execute.

Customers didn’t complain about the missing
items, Strauss says: “We haven't missed a beat on
this.” The point was not necessarily to improve food
or labor costs, but to improve service and therefore
guest counts, he adds.

Stir Crazy also made some operational changes,
including reducing the number of tables per
server to three or four from five or six, a move that
increased same-store sales by 2.5 percent in 2007
due to better service. Servers now wear a white
button-down shirt, apron and black pants; the
black, Asian-style wrap jacket they used to wear
now adorns busers. The tabletop has been cleared
of miscellanea such as table tents and stacks of
sharing plates to give the room a sleeker look.

Stir Crazy has also embarked on a remodel
program, spending anywhere from $50,000 to
$400,000 per store. The remodeling program will
be finished by mid-2008. A new prototype, which
debuted in Greenwood, Ind., in early November,
is the look for all future stores; it features a less
cluttered interior, increased focus on the display
kitchen, and a more colorful exterior. Launch costs,
Strauss says, run about $2.5 million per store.

New management was careful not to make huge,
sweeping changes. “We have just rethought every-
thing out,” Strauss says, adding that new manage-
ment lends “a fresh set of eyes” to the concept.

Since Walnut Group bought Stir Crazy two years

(=

Concept Stir Crazy
Headquarters Chicago
Units 10

2007 Systemwide Sales
$36 million*

Average Unit Volume
$4 million

Average Check $17.50
Expansion Plans 7 or 8
in 2008, 10 to 12 in 2009,
12 per year after that;

50 to 60 within the next

4 or 5 years

*Chain Leader estimate

Stir Crazy’s new prototype
puts emphasis on the display
kitchen (opposite).

Tables are now cleared of
clutter, such as stacks of
sharing plates, for a cleaner
look. The cleaner tabletop
also presents a customer-
contact opportunity since
servers now bring the
sharing plates to the table.

Japanese Steak ($19), one
of the entrees that survived
a menu “housecleaning.”

January 2008 I Chain Leader
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MENU SAMPLER

APPETIZER

Lettuce Wraps, with chicken, vegetables and spices, $7.50

SALAD

Mango Salmon Salad: grilled salmon on field greens with
fresh mango, red onions, toasted almonds and light ginger-soy

vinaigrette, $13
NOODLES

J

Vietnamese Pho Bowl: thin rice noodles, flank steak, shrimp,
onions and scallions in seasoned chicken broth, $10

SPECIAL

Thai Chicken and Shrimp Crepe: curry crepes with chicken, shrimp, water
chestnuts, shiitake mushrooms and scallions, served with Szechwan sauce, $7

DESSERT

Chocolate Monsoon: three scoops of chocolate mousse in crispy wonton shells,

topped with seasonal berries and whipped cream, $6

One of Stir Crazy’s best-
selling appetizers is the
$9 Avocado and Tuna
Poke.

Stir Crazy officials and
luminaries of Greenwood,
Ind., gathered at the grand
opening of the newest
Stir Crazy, which opened
in early November in
Greenwood. Among the
attendees: Stir Crazy CEO
Michael Strauss (with
sunglasses), corporate
chef Rodelio Aglibot (in
chef’s whites) and
Greenwood Mayor Charles
Henderson (standing
behind Aglibot).

Chain Leader 1 January 2008

ago, only one operating partner (Stir Crazy’s term
for general managers) has left the company. That,
Strauss says, speaks to the level and impact of the
new owners’ changes.

Russell Mark, operating partner at the Stir Crazy
location in Creve Coeur, Mo., agrees. “Most changes
have been geared toward service,” says Mark, who'’s
been with Stir Crazy for five years. Menu changes
especially “did a great job of streamlining the menu
without changing the food,” he says. Other adjust-
ments such as reducing the table volume for servers

BlG idea Stir Crazy

eliminated about one-third of its
menu items—slow sellers and
anything too difficult to produce
or purchase.

have succeeded in moving year-over-year sales at
Mark’s restaurant, which has 275 seats, from low
double-digit negative to what he calls “a few per-
centage points positive.”

Most importantly, he says, the staff has picked up
on new management’s positive feeling. “There’ a lot
of loyalty, a lot of company pride,” Mark says.

COMPANY-FUELED GROWTH
Employees, especially operating partners, are look-

ing forward to the stepped-up expansion. “I joined
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The create-your-own-
stir-fry bar accounts for
only 35 percent of

Stir Crazy’s sales.
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Get rid of the old bag.

A happy customer is a return cusfomer. Keep them happier with
feas that are revolutionizing the industry. From our incredible Infuser

fo a stunning variety of rich flavors, your guests will ask for more.

Upgrade to the Revolution Infuser today 888 321 4738.

®evolution:

©2007 Revolution Teq, LLC. All Rights Reserve
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the company with the goal of ~ The Mandarin

expansion,” Mark says. Chocolate Fondue
was one of the
items that made the
cut after Stir Crazy
chising, “you can’t control the  whittled its menu
franchisee and the quality of ~ down to 60 items

the food,” says Strauss, whose from 95.

All future stores will be
company owned. With fran-

restaurant experience includes a stint as a Burger
King franchisee. “We don't think franchising will
give us good healthy growth.”

Stir Crazy both leases and owns sites, depend-
ing on the deal and the situation. Because its
main demographic is 35- to 50-year-olds with a
median household income of $70,000, Stir Crazy
will focus on suburban sites (though Strauss
is considering a location in Chicago). Its most
recent store opened in Greenwood, Ind., a sub-
urb of Indianapolis; the next opening, early in
2008, will also be in suburban Indianapolis.

Future stores will open to fill in markets
where Stir Crazy already exists, among them the
Midwest, Northeast and Southeast. At the end of
2008, Stir Crazy will begin opening stores in the
Southwestern United States.

Marketing efforts will eventually go national,
but for now, they’re locally focused and built
around the slogan “Crazy Fresh.” One example:
Stir Crazy has begun offering cooking classes,
called “Cook Like a Wok Star,” at several stores.
The two-hour class, which costs $20, includes
cooking lessons for an appetizer, entree and des-
sert, plus a couple of glasses of wine. The classes,
advertised via e-mail, sell out and get extensive
press coverage, according to Nolan.

While financing is in place to grow and the
opportunity for another full-service Asian chain
exists, the future isn’t without potential stum-
bling blocks. “Everybody’s talking about $100
barrels of oil, and the sub-prime lending mar-
ket,” Strauss says. “We are concerned about dis-
posable income coming down because of higher
oil prices, but these aren't things we can impact.”

Strauss, though, isn’t worried, saying that he
considers factors such as oil prices cyclical. “We
have a strong concept that can weather difficult
times,” he says. B




No need to duplicate yourself

BuyerZone saves you time and money
on COPIERS AND MORE.

Get free advice, pricing articles, ratings and quotes on Business Purchases from digital copiers, to phone
systems, to payroll services and more. Visit BuyerZoneBusiness.com today to make fast and efficient
business purchase decisions. At BuyerZone, you're in control. We're just here to make your work easier.

Join the millions who’ve already saved time and money on many of their Office Equipment
purchases by taking advantage of BuyerZone’s FREE, no obligation services like:

* Quotes from multiple suppliers

* Pricing articles

* Buyer’s guides

e Supplier ratings

* Supplier comparisons

REQUEST FREE QUOTES NOW!

Call (866) 623-5564 or visit Buyerz'vne

BuyerZoneBusiness_com Where Smart Businesses Buy and Sell

A division of

Reed Business Information,
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MANAGEMENT REFERENCE/hy mary holtz chapman

Immigration UPDATE

What you need to know right now about immigration law.

c omprehensive immigration reform

is a frequent topic of presidential
primary debates and is expected to take
much of lawmakers’ attention in Congress
again this year. But until an overhaul takes
place, employers must continue to ensure
workers are documented properly, follow
varying states’ laws and avoid discriminat-
ing against workers on the basis of their
nationality or citizenship status.

An estimated 12 million undocumented
immigrants currently live in the United
States. And the reality is that some might
be working in restaurants under false
identities and others are given jobs with no
papers at all.

Whether a restaurant company handles
verification and documentation itself or
hires a law firm or human resources out-
sourcing company to do it, here are four
things you need to know now about immi-
gration laws.

FILE THE RIGHT FORMS
’ The 1-9 form verifies that an

employee is eligible to work
in the United States. The U.S. Citizen
and Immigration Services division of the
Department of Homeland Security updated
the form last year to streamline the pro-
cess. It shortened the list of acceptable
documents that establish both a person’s
identity and eligibility to work in the
United States, removing five documents
and adding a new one. The agency said the
removed documents didn’t have features
that help deter counterfeiting, tampering
and fraud.

Download the new 1-9 form and
“Handbook for Employers, Instructions
for Completing the Form 1-9” from
www.uscis.gov. Forms and immigration-
regulation updates are also available from
the National Restaurant Association at
www.restaurant.org/immigration.

Employers must use the new form,
dated June 5, 2007, as of Dec. 26, 2007, or
face fines from the Department of Home-
land Security. Companies don't need to fill
out new forms for current workers, unless
their work authorization is about to expire.

What hasn’t changed is the need to
check worker documents carefully, look-
ing for misspelled words and grammar
mistakes. Track the expiration dates of all
employees’ documents, regularly audit the
forms and match employees with social
security numbers, and check the employ-
ment history on each new hire. To avoid
charges of discrimination, be consistent
in these efforts with all employees, not
just immigrants or those of a particular
national origin.

GO ONLINE TO VERIFY
2 ’ To help employers comply with

federal immigration laws, U.S.
Citizen and Immigration Services launched
the Basic Pilot Program in 1997. Last year,
it was renamed E-Verify, and would have
been made mandatory if Congress would
have passed the immigration bill that failed
last June.

The program enables employers to
electronically check a persons eligibility to
work by inputting a social security number
and other document numbers into the sys-
tem, which verifies the employee’s status
against online databases from the Social
Security Administration and the Depart-
ment of Homeland Security. The program
is voluntary and free to use. For informa-
tion, visit www.dhs.gov/e-verify.

Those who participate must check on
all new employees within three days of
hiring. They are not supposed to check
current workers or those who haven’t been
hired yet. If new workers turn out to be

ON THE WEB: For immigration-regulation updates and policy information, visit www.restaurant.org/immigration.
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ineligible, the employer has to fire them,
but they don't have to report them to
immigration enforcement.

Some companies, including Dunkin’
Brands, appreciate the ease of use and the
extra check, though use of the system does
not provide “safe harbor” from enforce-
ment efforts. Others say the databases
have mistakes and are not updated quickly
enough, which might lead to properly
documented workers being fired. Oppo-
nents, including the Society for Human
Resource Management, argue that the
system is unreliable and doesn't fix the
greater immigration problem.

SHRM is part of a group called the
HR Initiative for a Legal Workforce, whose
mission is “to improve the current process
of employment verification by creating
a secure, efficient and reliable system
that will help prevent unauthorized
employment.” The group proposes a
private system that would incorporate
fingerprints, retinal scans or other
“biometric identifiers.”

FOLLOW STATE LAWS
J States have taken it upon them-
selves to tackle immigration
because the national legislature hasn’t got-
ten anywhere. This makes following the

rules confusing for companies operating in
more than one state.

The National Conference of State Legis-
latures in fall found that there were 1,562
immigration-related bills introduced in

statehouses in 2007. Of those, 244 were
signed into law. The category with the
greatest number of bills dealt with identi-
fication or drivers licenses; the second was
employment-related issues; and the third
was law enforcement.

For example, in Arizona, new regula—
tions say that employers will lose their
business license if they are caught hiring
workers without proper documentation.
In Illinois, a new law currently delayed
in state courts would bar companies from
using the E-Verify system.

The National Conference of State Leg-
islatures maintains a list of states and their
immigration legislation at www.ncsl.org.

NO-MATCH HITS A SNAG
J The Department of Homeland
Security is preparing to revamp
its rules for employers who receive no-
match letters, which inform them that a
social security number does not match up
with the employee.
In August, letters began telling employ-
ers that they needed to respond within
90 days to explain why the employee and
number didn’t match. In October, a federal
court stopped those letters from going out,
noting there are “serious questions” about
the rules. Rather than fight the courts this
time, the Department of Homeland Securi-
ty will rework the regulations. The courts
next hearing on the rules is scheduled for
March 24, so expect to see the rules issued
for public comment before that. B

resources

& LINKS

U.S. CITIZENSHIP AND IMMIGRA-
TION SERVICES is responsible for the
administration of immigration and
naturalization adjudication functions
and establishing immigration services
policies and priorities. www.uscis.gov

BUREAU OF IMMIGRATION CONTROL
AND ENFORCEMENT, the largest
investigative branch of the Depart-
ment of Homeland Security, enforces
immigration law. www.ice.gov

NATIONAL CONFERENCE OF STATE
LEGISLATURES offers a list of states
and their immigration legislation
efforts. www.ncsl.org

NATIONAL LABOR RELATIONS BOARD
handles employee rights and protec-
tions, including discrimination against
immigrants. www.nlrb.gov

NATIONAL RESTAURANT
ASSOCIATION discusses policy,
maintains up-to-date legislation
information and encourages compre-
hensive immigration reform.
www.restaurant.org

ESSENTIAL WORKER IMMIGRATION
COALITION, members of which
include the National Council of Chain
Restaurants and National Restaurant
Association, is working for practical
immigration reform legislation.
WWW.ewic.org

CENTER FOR IMMIGRATION STUDIES
seeks fewer immigrants but a warmer
welcome for those admitted.
WWW.Cis.org

HR INITIATIVE FOR A LEGAL WORK-
FORCE is working to establish a fair
and efficient way for employers to
verify eligibility. www.legal-workforce.org

NATIONAL IMMIGRATION FORUM
has united groups that support legal-
izing undocumented immigrants.
www.immigrationforum.org
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The

ORIGINAL
Fast Casual

* An American restaurant icon — for 50 years!

*The ONLY steak, seafood & salad concept
in the “fast casual” segment

* Contemporary new restaurant designs
¢ Flexible service and build-out options
* Strong sales-to-investment ratio

FOR FRANCHISE INQUIRIES:
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SECTION

Franchise
[Developer

Simplifying Start Up

he U.S. franchise market abounds with burger, sub, pizza,
I chicken and ethnic concepts. But there is one American
favorite that has been largely out of the franchise mix: the
hot dog. That fact wasn't lost on native Chilean Ari Wurmann.
Wurmann launched his Miami-based Franktitude (franks with
attitude) chain to introduce his adopted U.S. home to “a hot dog
elevated to something different.”

Wurmann moved the concept up-market by inviting customers
to personalize hot dogs plus paninis, wraps, ciabatta and
salads with any of 50 toppings—from mustard and onions to
wasabi mayonnaise. Franks come in a choice of beef, chicken,
salmon and tofu.

Franktitude broadened the standard franchising menu as
well. To reach his goal of 25 units in 12 months and 160 within
five years, Wurmann is retooling the franchise model to provide
for volume discounts and one-mile territorial protection for all
franchisees regardless of the number of units they have.

“Territorial protection is one of franchisees’ biggest issues,”
says Bruce Holzman, Franktitude's vice president of franchise
sales. "They need it if they're going to be able penetrate their
market areas without competition from fellow franchises.”

Simplicity was a key compo-
nent of the concept. Because
all products come ready to
use, there is little or no prep
work and no cooking, with the
exception of fries. “Area de-
velopers already typically have
complicated operations with
lot of moving parts,” says Holz-

Franktitude management team: man. “They often have brands
€00 Terence (T.C.) Clemmons, that need a 2,500-square-foot
Ari Wurmann, Bruce Holzman. footprint. Basically, our 1,500-

square-foot stores are all about
heating and assembling the product. Yet our customers see what
they perceive as a fresh, made-to-order meal or snack.”

Volume discounts on franchise fees ($25,000 for one, $40,000
for two, $50,000 for three) are designed to speed the take-up by
area developers who want a second or third brand that is less
management and capital intensive; existing restaurateurs with
one or two units who want faster growth; and “individuals with
some financial resources who want an easy lower investment
cost business.” Start-up costs average $225,000.

Holzman says those numbers will be a plus for franchisees
who seek financing for a new brand. "I expect some franchisees
will pay cash for the first round of stores, then seek financing
for future growth,” he says. “Financing is somewhat of a wild
card right now. But we expect our financial obligation versus
the total investment will allow banks to see that the loans are
relatively small.”




SPECIAL ADVERTISING SECTION

':‘CI 4 p&_.r'*’.r'

PIZZA, BEER =~
PROFITS!

GET TO KNOW US...
Our brand has three decades of proven success and a
loyal customer base in our existing markets.
0ld Chicago is a timeless concept which has that rare
ability to appeal to a variety of consumers.

WHAT WE KNOW....
Chicago-style deep dish, stuffed and thin crust pizzas, pastas,
calzones, strombolis and salads all made with the
freshest and finest ingredients.

110 beers from around the world and 30 beers on tap.

Best customer loyalty program with over
800,000 thousand active members.

WHAT THIS MEANS FORYOU...
C0GS - 25%
Average Unit Volume - $2.4M
Net Operating Income — 23%
Adaptable site requirements

For more information, visit www.ocfranchising.com
or call us at 303.664.4200.

*These figures reflect averages of 58 company-owned restaurants opened for at least one full
year in 2006. Substantiation of these figures can be found in our Uniform Franchise Offering
Circular. We do not represent that any operator can expect to attain the operating margins
present in this ad, or any other particular level or range of operating margins. Your success will
depend largely on your abilities and efforts. If you rely on our figures, you must accept the risk
of not doing as well. This offering is made by prospectus only.

Franchise Developer

/NI
Looking for a smarter
business opportunity?

FRANCHISE DEVELOPMENT COMPANY

Franchise opportunities with
prime territory available:

ANDELLA’S®
FLATBREAD

Group of Pubs

BROWSE ALL FRANCHISE OPPORTUNITIES:
fransmart.com
Tel: 1.949.719.3800
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SPECIAL ADVERTISING SECTION Franchise Developer

Do You Want Improved Return
On Your Franchise Advertising?

Chain Leader’s Sales ADvantage~ Delivers!

Sales ADvantage ™ Delivers On Five Key Points

o  Quantity Chain Leader will contact a representative
- sample of subscribers by phone to determine
purchasing intentions. (Approx. 1,000)

e Quality Each lead is qualified by name, title, location
and purchasing authority. If subscribers will
not provide this information, the phone call is
terminated and the lead is not generated.

e Opening the Door The reader is told that an advertiser may be
contacting them. If they have an objection the
lead is not generated.

° Purchasing Intention We then ask subscribers if they will be
evaluating new Franchise Opportunities in

At Church's Chicken, we are extremely focused on s e vt o e ” T e
franchlse prﬂﬂtam"ty' As a res“lt, we nffer sume nf t'le ° 'l‘iming You will receive these completely qualified
hest “nit ecﬂnﬂmcs in the iﬂdllstl'y. leads via e-mail within 10 days of issue date.

Contolable BrofitMargin' 2 8.4 31/0
Ui Casts

For more information, contact:

James McMurray

- Minorit 1 C | 9 H
IFA® i  FRANCHISE WITH US! 03028807
Statistics are excerpted from Item 19 of Church's Chicken 2007 Uniform Franchise Offering Circular, and are based on .

34 company-owned restaurants in the "Tower" brand image with drive-thrus. This is not an offer to sell a franchise. An offer Ema]l .

to sell afranchise will be made only pursuant to the Church's Uniform Franchise Offering Circular and in accordance with
nppﬂcable law. © 2007 Cajun Operating Company, undar license by Cajun FundmoCnm

CALL SCOTT MOFFITT 866-232-4402 | WWW.CHURCHSFRANCHISE.COM

jmcmurray @reedbusiness.com

PLACE

YOUR AD
TODAY IN

HAIN

EADER

CONTACT:

JIM MCMURRAY

Ph: 630-288-8467 Fax: 630-288-8215
jmcmurray@reedbusiness.com
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VENDOR EXCHANGEJ

For more information about any of Chain Leader’s advertisers,
please contact them directly at the numbers or addresses provided.

FOOD & BEVERAGE

EQUIPMENT

Alaska Seafood Marketing Institute p. 35.
Promotes the use of Alaska seafood in
restaurants. Call (800) 806-2497 or visit
www.alaskaseafood.org.

Allen Canning Co. Inside Front Cover. A full
line of canned vegetables and fruits.
Call (800) 234-2553 or visit the Web site
at www.allencanning.com.

Burke Corporation p. 15. Fully cooked meat
products to be used as ingredients for
pizzas and other restaurant recipes. Call
(800) 654-1152 or visit the Web site at
www.burkecorp.com.

Bush Brothers & Co. p. 9. Maker of signa-
ture baked beans and other products.
Call (800) 251-0968 or visit the Web site
at www.bushbeans.com.

Farmland Foods p. 3. A full line of fresh and
prepared meats such as hickory-smoked
hams and bacon. Call (888) FARMLAND or
visit www.farmlandfoodservice.com.

Lamb-Weston/ConAgra Foods Inside Back
Cover. Manufacturer of a variety of frozen
potato products. Call (800) 766-7783 or
visit www.lambweston.com.

Moody Dunbar Inc. p. 19. Family-owned
processor of sweet potatoes, peppers and
pimientos. Call (800) 251-8202 or visit
www.moodydunbar.com.

Nice-Pak Commercial p. 11. Disposable
table cleaning wipes are quick and sani-
tary. Call (888) 33-WIPES or visit the Web
site at www.nicepak.com/tablewipe.

Revolution Tea p. 40. A full line of iced tea
varieties with real fruit and herbs. Call
(888) 321-4187 or visit the Web site at
www.revolutiontea.com.

Sugar Foods Corp. p. 1. Sugar and other
sweeteners in a variety of packaging
options. Call (888) 708-2222 or visit
www.sugarfoods.com.

Veal Committee, National Cattlemen’s Beef
Association p. 17. With The Beel CheckofT,
promotes the use of veal in restaurants.
Call (800) 368-3138 or visit the Web site at
www.vealstore.com.

Alto-Shaam Inc. p. 6-7. Energy-efficient
foodservice equipment including ovens,
holding cabinets, fryers, rotisseries and
chiller/freezers. Call (800) 558-8744 or
visit www.alto-shaam.com.

Hatco Corp. p. 13. Manufacturer of a

complete line of foodservice equipment.
Call (800) 558-0607 or visit the Web site at
www.hatcocorp.com.

SUPPLIES/SERVICES

BuyerZone.com p. 41. The leading online
marketplace for buyers and sellers of
business products and services. Call
(888) 266-6766 or visit the Web site at
www.buyerzone.com.

Carter & Burgess p. 18. Architecture, engi-
neering and planning firm whose services
include site development, refrigeration
and environmental graphics. Call (800)
624-7959 or visit www.c-bh.com.

Wal-Mart Stores Inc. p. 28. Real-estate
opportunities for restaurant concepts.
Call (479) 204-2020 or visit the Web site
at www.wal-martrealty.com.

FRANCHISE/FINANCE

Franchise Developer p. 44-46. News and

opportunities for multiunit franchisees.
Call (630) 288-8467 or visit the Web site at
www.chainleader.com.

Wells Fargo Commercial Capital Back Cover.

Provides financing options for restaurant
companies of any size. Call (888) 272-6333
or visit www.wfccapital.com.

EVENTS/EDUCATION

Chain Leader Executive Briefing p. 39. A
free executive newsletter arriving in your
e-mail inbox twice a month. For more
information, call (630) 288-8201 or visit
www.chainleader.com.

Women’s Foodservice Forum p. 29. For
more information or to register for the
2008 WFEF Annual Leadership Develop-
ment Conference, visit the Web site at
www.womensfoodserviceforum.com.

Classified
Advertising

ComPuTeER SoFTwARE/POS

Save 3-8% on food costs
Guaranteed with Chef Tec!

www.ChefTec.com

1-800-447-1466

FRANCHISE CONSULTANTS

! Start-Up & Established Franchisors
: NEED HELP FRANCHISING?

Call the iFranchise Group for a FREE seminar
: on “How To Franchise Your Business.”

7
(708) 9572300 7 Franchlse
www.ifranchisegroup.com ‘/ roup

t

CHAIN LEADER

EE
K/WKDT

CONTACT:

JIM McMURRAY

Ph: 630-288-8467 Fax: 630-288-8215
JMcMurray@reedbusiness.com
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Right on CUE

Dallas favorite Dickey’s Barbecue
Is accelerating growth with
a new fast-casual sensibility.

ickey’s Barbecue President Roland Dickey

Jr. is the third generation running the

company founded by his grandfather

in 1941. While the concept has grown

slowly since into a successful regional

player, for the last five years, Dickey’s has
been preparing for the national field. It opened 28 new stores
in 2007. And it says a new tightly run fast-casual version will
help propel the chain to open a projected 58 this year. Dickey
spoke with Chain Leader about what has changed about the
96-unit chain and what never will.

How is your new prototype different than your current stores?
Well we've seen the growth in the fast-casual segment, which
has just been explosive over the last decade, and our older
stores were more of a buffet format. And so we have evolved
to be just a more mainstream fast casual—order at the counter,

PresidentRoland  get a number and get a cup, and we bring
Dickey Jr. says !‘e the food to the table—as we expand all over
;);[:E::su:ltt;keys the country. [On Dec. 11] we opened two
open about 58 stores in Virginia and one store in Dover,
restaurants this ~ Del., for instance, to a great response, a line
yearthankstoa  out to the sidewalk. People want barbe-
new fast-casual  cye They want good, fast-casual barbecue.
format. There’s just not much of it around the coun-
try, which is kind of the unique opportunity for us.

We've evolved over the decade certainly, and we make
choices between sticking to the core values that make us great
and also staying with the times, and that’s a management call.
We want to make sure that we stay relevant, stay ahead of the
times, and so thats why we continue to make modifications.

Now we're not going in, we're not changing our recipes.
We're not really changing the look and feel of the restaurant
that much. But we're always trying to tweak it to make it not
only stay with the times but also to improve our stores’ profit-
ability. And I believe that our company will always be in a state
of continuous innovation and improvement.

What are some of the elements that no matter what tweak,
this is what Dickey’s is?

Dickey’s Barbecue is the New South. You talk about the
regional preferences with barbecue. They’re mostly grouped in
the Southern United States. We're a Southern barbecue con-
cept. What we are is the New South. What we are not is the
Old West. And so you don't walk in our restaurants and you
don’t see wagon wheels and lariats on the wall. It’s a very clean
environment. And so what we want to do in our concept is
take Southern barbecue in a fast-casual way to all parts of the
country, making barbecue mainstream and also making it
family oriented.

Are families your main demographic?

Families are our main demographic. We have a professional
crowd at lunches Monday through Friday, but nights and
weekends are dominated by families. Our business model is
also home meal replacement, and we sell things called fam-
ily packs and bulk orders, pounds of meat and gallons of
vegetables, and it’s very big with barbecue, as is catering. And
delivery for Dickey’s is huge.

What does Dickey’s look like, say, in five years?

We want to have over 500 restaurants open, and we think
that’s a very attainable goal, but we certainly don’t measure our
success just by store counts. If you don’t have a solid founda-
tion, you don’t need to keep expanding. Today our same-store
sales are up 4.4 percent, and we think that’s a very healthy
number. If that was a negative 4.4 percent, we would stop the
growth and figure out what we were doing wrong with our
existing stores. W

ON THE WEB: Read or listen to a downloadable extended interview with Roland Dickey at www.chainleader.com.
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PER SERVING §/*

“Offer your customers more
Lero Grams Trans Fat choices
than anybody else.

After all, that’s what we do.

With the Lamb Weston brand

Zero can be a very big number for your

business. With more Zero Grams Trans Fat options
to choose from, you can menu the best-tasting,

most wholesome potatoes without sacrificing

anything but the Trans Fats.

We offer health-conscious options for every
menu, from Canola Quick® Fries, Lambs Supreme®
Oven Roasted Russet & Redskin potatoes and

Stealth Fries® Oven Shoe;trings
to our delicious Sweet Things®

Sweet Potato Fries, kid-pleasing
Starz® and select cuts of GENERATION 7

Fries® that cook up to 50% faster than
conventional fries. . ;
Find out how Lamb Weston can 3

make Zero a big number for your business.
Call 1-800-766-7783 today.

ALL THE ZERO GRAMS TRANS FAT
PRODUCTS YOUR HEART DESIRES.

ConAgra Foods Lamb Weston ® 599 S. Rivershore Lane ® Eagle, ID 83616 ¢ 208/938-1047 o wiww.lambweston.com
©ConAgra Foods, Inc. Allrights reserved.



Lead Arranger for over $575 Million
in Capital for Restaurant Brands in 2007

®
The Next Stage
LEE
) . - Peter Financing facility in support . . - ANN
Financing facility for Piper, of an an investment by Financing facility for CHIN
the acquisition of oy Weston Presidio in the acquisition of R
The food's as good

as the fun>

Peter Piper, Inc.
by affiliates of
Acon Investments

Financing to an affiliate of
Fortress Investment Group
for the purchase of 18 ncanto

. restaurants
properties leased to P G

Encanto
Restaurants

Senior secured credit
facility for

Crazy Joses

Mexican
Restaurants, Inc.

Jimmy John's
Gourmet
Sandwich Shops

Leeann Chin, Inc.
by Mandarin
Holdings, LP

Senior secured first and
second lien credit facility
for the

recapitalization
of CiCi's Pizza by
management and
ONCAP, a private
equity vehicle of
Onex Corp.

Financing facility for
the acquisition of

Yard House

USA, LLC

by a fund
managed by
TSG Consumer
Partners

Fixed and Floating Rate Term Loans

Bridge/Development Financing
Working Capital Revolvers
Sale-Leaseback Financing

Acquisition Facilities
Interest Rate Swaps

Alexandra Burke

Nick Cole
Group Head

1.888.272.6333

wellsfargo.com/restaurants Managing Director

Wells Fargo Commercial Capital combines the expertise of a dedicated restaurant finance company with
the experience and reliability of Wells Fargo Bank. Our team leads the way in arranging financing for
sponsors and restaurant brands to take their businesses to the Next Stage. Call us today.

© 2007 Wells Fargo Bank, N.A. All rights reserved. Member FDIC.





