Restaurant Industry

Despite the slowing economy and the terrorist attacks on the U.S., the restaurant industry will remain relatively stable.  It will continue to expand, although at a slower pace then in the past.  The strength of the restaurant industry is a result of our increasingly fast-paced way of life.  With ever more demands on their time, Americans have created a habit of eating away from the home.  This trend is expected to continue in the short-term, unless the economy tanks.  The long-term trend is much brighter.  The National Restaurant Association, predicts that by 2010 the restaurant industry will grow to $ 577 billion and that 53% of all food dollars will be spent on meals, beverages and snacks prepared away from home.  This is up from 44% in 1999 and 25% in 1955.

The cost of labor will remain the industry's most pressing problem.  In your typical restaurant the cost of labor is the first or second greatest expense after the cost of the food ingredients.  Wages and salary run about 31% of sales and benefits add another 2-4%.  In 2000, the labor costs in the restaurant industry were up 4.3% versus 4.1% in the economy as a whole.  Two factors in the 1990's contributed to the factor:

· The shrinking population of the industry's main labor pool of 16-24 year olds.

· A booming economy which offered jobs outside the industry with higher pay.


Slow growth and tight labor markets force operators to make difficult decisions regarding prices.  If they raise prices they risk losing market share, but if they keep prices level they risk losing profitability.  Higher food costs will help in passing along price increases to consumers and discounting will remain popular in the fast-food segment.  In the other segments, the most common promoting, the weekly or monthly special will continue.


Technology's place at the table


The most important piece of technology for the otherwise low-tech restaurant industry is the point-of-sale scanning system - a kind of cash register that records the menu items selected and the total cost of each check. Data warehouses capture, stockpile, catalog, and retrieve information from the point-of-sale system. Accessing this information enables managers to more accurately gauge customer acceptance of new menu items and the effectiveness of promotions, to adjust menus to suit regional preferences, and to forecast ingredient needs.


Although the industry is labor-intensive, many of its tasks can be automated. Operators say that the use of personal computers (PCs) for these tasks, including labor scheduling, accounting, payroll, sales analysis, and inventory control, has improved the efficiency of their businesses. With declining computer hardware and software costs and a shrinking labor pool, technology has taken on a greater role in restaurants' day-to-day operations. According to the National Restaurant Association, more than two out of five table service operators used technology to improve labor and operational efficiency in 2000, up from less than two out of five in 1999.


The trend toward using technology has helped offset higher labor costs and improve traffic and profitability. However, investing in technology requires capital or access to capital, both of which are often absent from small operations.

Industry Websites
National Restaurant Association

Restaurants USA

www.restaurant.org
Restaurant Business

www.restaurantbiz.com
McDonalds

During the 1990's, slowing growing sales and poor service in the U.S has plagued McDonalds.  In Europe, although McDonalds has not had any incidents, there have been concerns over the safety of the meat supply, in light of the outbreaks of Mad Cow and other bovine diseases.  The European problems are short-term in nature and sales are expected to pick up again especially as McDonalds promotes its food quality and safety.  Currently, 20% of its units and one third of its $3.3 billion operating revenue come from Europe.


The situation in the core U.S. market is result of more long-term problems.  To correct them McDonalds is working to improve its service, quality and cleanliness.  McDonalds is using technology to help improve in these areas.  In November of 2001, it began a test of Exxon Mobil Corp.'s SpeedPass payment wand in its Chicagoland restaurants.  To use this system customers sign up for an account with their credit or debit card.  Upon doing so, they receive a small wand which you can attach to a key chain.  At the restaurant when they go to pay, all they have to do is wave the wand in front of a pad and this register their transaction and their credit or debit card is billed.  This reduces the need to carry cash or credit cards.


A month later, McDonalds introduced another innovative technological device.  They installed a biometrics Pay By Touch system in a restaurant in Fresno, CA.  In this system customers use a touch screen terminal in the store to sign up.  Again, they input a credit or debit card, along with their name, address, fingerprint and a unique numeric code.  When the customer pays all they have to do is put their finger on a terminal at the register and enter their numeric code.  The entire transaction takes about a half-second; it takes approximately three minutes to sign up for the system.
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McDonalds Website:

www.mcdonalds.com
Rainforest Café:


For the past several years the theme based restaurant category, in which Rainforest Café operates, has been in decline.  The most notable example of this decline was the 1999 bankruptcy of Planet Hollywood.  The largest problem with theme based restaurants is their focus on tourists or other one-time guests.  This lack of local repeat customers results is poor comp-store sales
.

As other theme based restaurants Rainforest Café could not avoid the comp-store sales problem.  So despite growing revenues, earnings have eroded and Wall Street punished the company's stock.  In 2000, with its stock trading around $4 (down from $25 in 1997), Rainforest Café was acquired by Landry's Restaurants.  Landry's CEO Tilman Fertita believes he can stop the comp-store sales decline and turn the company around.  His reason for this is "the nine largest --its so called "icon units"-- account for $ 150 million in annual revenues and throw off $ 30 million in cash flow" (Hume).

In an effort to reduce cost and streamline the human resources function, Rainforest Café has installed employee self-service application software.  The system allows employees to maintain their own personal data.  The advantage of which is more accurate information.  In addition, Rainforest Café is planning to use the ESS applications for on-line recruiting and hiring.  When an applicant fills out an application on-line, it is immediately scored by computer and sent to the manager.  By having the computer doing the initial screening the manager can save time by only calling in qualified applicants for an interview.  An addition benefit is the process will favor a higher educated employee who is comfortable with computers (Holt 93).
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Rainforest Café Websites

www.rainforestcafe.com
www.landrysseafood.com
Dave & Buster's

The year 2001 was not a particularly good one for Dave & Buster's.  The company's sales declined with the slowing economy and some of its expansion plans were shelved.  Corporate and private party sales fell from 14% of sales to 12% of sales, but the individual consumer business remained flat, which is impressive given the slowing economy.  Overall, the analysts see the company's 2001 results disappointing, but not necessarily due to poor management.  Although, sales are projected to remain flat in 2002, the company has implemented new cost controls and expects to increase its earning per share by 28% in 2002. 

Website

www.daveandbusters.com
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� Comp Store sales are present sales of stores compared to prior year sales for store open 12 or 18 months depending on the concept. 
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