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There’s a very small group of people who
can tell the difference between Red Gold
and the leadmg brand of ketchup i

Long a best-kept secret and a back-of-house-favorite, Red Gold Tomato Ketchup
offers taste and style to rival any front-of-house national brand. Great value, rich
color and first-class flavor make Red Gold Tomato Ketchup perfect for any food-
service operation.

For qualified foodservice professionals,
call 1-877-748-9798, ext. 1630, for the ketchup
your accountant and your customers will love.

www.redgold.com/fs
©2008 Red Gold® is a registered trademark of Red Gold, Inc.




Bush’s Best

was chosen #1
bya panel of

experts.

Your customers.

Bush’s Best Baked Beans is the taste they truly love. The brand
preferred 5 to 1 over any other brand.* That’s because we use our
secret family recipe and slow-cook our beans the old-fashioned way.
So they have real baked-in taste that wins the highest praise.

For the authentic quality your customers expect, choose America’s
favorite, Bush’s Best.

A family of favorites.

Serve these customer-pleasing Bush’s Best products:

Chili Beans, Garbanzo Beans, Kidney Beans, Pinto Beans,

Pork & Beans, Blackeye Peas, Great Northern Beans,

' DON'T ¥ Green Beans, Hominy, Lima Beans, Southern Peas,
ASK ME Spinach and other Greens.

FSDE'(‘:;:TE 1 FREE SAMPLES & RECIPES

FAMILY Try Bush’s Best Baked Beans
RECIPE b can count o, us and see why they’re #1. Contact

SINCE 1905

your sales representative or call

Celebrating Bush direct.

100 years

The taste and quality America prefers

Bush Brothers & Company « Knoxville, TN 37950-2330 - 1-800-251-0968

*Nielsen Data, Total U.S. Baked Beans ©2008 Bush Brothers & Company
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Segment Share

Chicken Dish

Main item purchased by QSR users who ordered chicken
on their most recent occasion
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QSR traffic share, 21-quarter average

Quick-service chicken is
most often on a bun and
likely from a chain that

doesn’t specialize in chicken.

=L

On their last QSR occasion, 19.6
percent of all fast-food users
ordered chicken—in the form of a sand-
wich, nuggets or strips, wings or on the
bone—as their main meal item, according
to a 21-quarter average. Quick-Track, a
quarterly study by San Clemente, Calif.-
based research firm Sandelman & Asso-
ciates, finds that of those who bought
chicken on their last visit, 46.5 percent
had a chicken sandwich; 29.2 percent,
nuggets or strips; 19.4 percent, bone-in,
fried or nonfried; and 7.9 percent, wings.
® National chicken chains comprise 7.7
percent of all past-month purchase occa-
sions, a 21-quarter average shows. They
receive 7.2 percent of lunch occasions,
9.7 percent of dinner occasions and 5.7
percent of snack occasions.

® But of those who ordered chicken on
their most recent purchase occasion, 47.2
percent did so at lunch and 46.8 percent
at dinner. Of all users’ last occasions, 39.5
percent were at lunch and 49.3 percent
were at dinner.

3Q4Q 10 20 30 4Q 10
04

® A 21-quarter average shows that 43.6
percent of QSR customers who ordered
chicken on their most recent occasion
ordered french fries, and 10.5 percent
had mashed potatoes. Only 24.4 percent
had no sides. Of all users, 29.1 percent
had fries on their last occasion, 2.6 per-
cent had mashed potatoes, and 42.8
percent didn’t order any sides with their
main item.

® 82.3 percent of those having chicken on
their last occasion had a beverage; 78.0
percent of all users did.

® Fourth-quarter 2007 data show 56.7
percent of chicken-chain users are male,
while 49.5 percent of all QSR users are.

® 38.2 percent of chicken-chain users are
45 to 64 years old; 33.9 percent of all
users fit in that age group.

® While 8.2 percent of fast-food users are
Hispanic, 10.0 percent of chicken-chain
users are, according to fourth-quarter
2007 data. The percentage of black chick-
en-chain users matches that of the all-
user set (8.1 percent vs. 8.0 percent). B

METHODOLOGY Customer trend data is based on the quarterly Quick-Track survey

by Sandelman & Associates, a San Clemente, Calif.-based research firm. Quick-Track
queries a nationally representative sample of 600 fast-food customers on a host of
demographic and usage questions. The firm defines “QSR chicken-chain users” as
those who have purchased food from a chicken chain at least once in the past month.
Most-recent purchase data is based on all QSR users who ordered chicken on their last
QSR occasion.

ON THE WEB: For Traffic Trends data on other quick-service segments, visit www.chainleader.com.




NATURALLY

POTATOES

— REFRIGERATED —
~

_Fasstesree freshess every line.

With Naturally Potatoes® premium mashed potatoes and cut potatoes, the possibilities are endless.
Put away the peeler. Forget about thawing. Choose from a full line of heat-and-serve potatoes,
refrigerated, never frozen. Six flavorful mashed potatoes, including redskin, garlic and sweet potatoes.
Plus redskin potato wedges and dices as well as white potato dices, slices and shreds.

Naturally Potatoes® — fresh solutions for every menu.

Call us for a free sample.

1-877-493-7766 or visit baf.com

BASIC AMERICAN FOODS

Naturally Potatoes A Division of Basic American Foods, LLC Naturally Potatoes® is a registered trademark of Basic American Foods. ~ ©2008 Basic American Foods
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How to Survive
a Recession -
|

Casual dining is feeling the
brunt of the economic downturn.

.

To combat weak sales and declin-
ing guest counts, casual-dining
chains are marketing value over
discounting and networking with
their most loyal customers via
e-mail newsletters and special
events at the units.

By David Farkas
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Creating a Buzz

Buzz marketing has emerged as the biggest component
of 21st century branding. But to take advantage of its
brand-building capabilities, you have
to understand the science behind it.
By Margaret Littman
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All Souped Up

When Salsarita’s Fresh Cantina began

looking for ways to expand combo-

meal and healthful choices, a custom-
ized build-your-own-soup program
using existing ingredients and equip-
ment was the easy answer.
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Theoretical Math

As ingredient costs continue to rise while guest
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By Mary Boltz Chapman
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Fast, Forward

Kings Family Restaurants removed 10 percent of space from
its kitchen and added $30,000 worth of new equipment. The
result: more consistent product, reduction in food costs and
ticket times, and a 20 percent hike in guest counts.

By Lisa Bertagnoli
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Veterans Benefits

McAlister’s Deli is depending on multiunit, multiconcept
franchisees to fuel the sandwich chain’s growth. The compa-
ny benefits from their expertise, while the partnership allows
franchisees to expand a brand with staying power.

By Lisa Bertagnoli
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EDITORIAL

It’s SCARY
Out There

ur company is for sale.
When the news came
out, the buzz in the hall-
ways and coffee rooms
was: What about my
job, my seniority, my
pension? Very quickly, though, we received
e-mails from our parent company, Reed
Elsevier; the CEO of our division, Reed
Business Information, which publishes
Chain Leader; and the head of the U.S. divi-
sion, telling us the reasons for the decision
and its timing.
Soon after, executives spoke to their
direct reports, who spoke to their direct

The economy will eventually pick up
and customers will come back.
Smart companies will be stronger
for the steps they're taking now.

reports, until everyone had the chance to
talk about their concerns and ask questions.
Since then, we can check our company’s
intranet for FAQs and regular updates.
Some people are still anxious about their
positions, but they're probably the same
people who were anxious about them
_before the announcement.

_ UNCERTAIN TIMES
I'll bet that some of your employ-
ees are nervous, too. If they don't
pay attention to the news about
J the housing market, credit crunch
and devalued dollar, they see the
impact when they fill their gas
tanks, pay their utility bills
and shop for groceries.
Workers in the restau-
rants see that there are
fewer customers coming
in and their paychecks
show that they worked

fewer shifts. Employees in the home office
gossip about possible layoffs.

Staff at every level look to their direct
supervisor for cues on how to respond to
uncertain times. Depending on how high
up you are in the organization, there might
be quite a few people watching to follow
your lead. Like all parts of the company
culture, it starts at the top. If you're nega-
tive and nervous, don’t be surprised when
they are too. I'm not suggesting that you
play Pollyanna, but be optimistic and real-
istic about the situation. And be open and
answer questions the best you can. Like
our co-workers, your team might just want
someone to know they’re scared.

Watch out for naysayers in the line of
command. If there’s someone between you
and the people who deal with customers
who thinks the sky is falling, it’s hard for
them to share your optimism and your
guests will notice.

WE'RE HERE FOR YOU

You might be a bit anxious too. We'll try to
help. In this issue, you'll find pointers on
helping your staff deal with transitions in
“Change Agents” on Page 44.

“Theoretical Math” on Page 24 looks at
how menu developers have had to adjust
the way they create new items and balance
cost restrictions with value perceptions.

And our Cover Story, “How to Survive a
Recession” on Page 30, shows how casual-
dining marketers are driving traffic for the
long term by promoting value rather than
“discounting.”

Just as we don't know who our com-
pany’s new owner might be and how that
might affect Chain Leader, we don’t know
when the economy will pick up and cus-
tomers will loosen their purse strings and
come back to restaurants. I prefer to assume
we'll all get through this year stronger for
the steps we've taken. B

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

BIG

ideas

“Discounting is a
marketer’s nightmare
and never a sign of a
healthy organization.”

—Kendra Sartor,

vice president of brand

development, The Melting Pot

“l can’t emphasize this
higher, the ‘atta boys’

and ‘atta girls'—that pat
on the shoulder.”
—Ken Moore,

management consultant

“l don’t think we're
headed to recession.
But no question,
we're in a slowdown.”
—President George W. Bush,
at a Feb. 28, 2008
news conference

“It’s a recession when
your neighbor loses his
job; it's a depression
when you lose yours.”
—President Harry S. Truman,
April 13, 1958

Mary Boltz Chapman
Editor-in-Chief




Ultra-strong protection against rust, odors, and bacteria.

We hate to trumpet our own horn, but the evidence is larger than life: Camshelving

is today’s strongest, most durable, easiest to clean kitchen storage solution. In fact,
with tons of heavyweight features, from its simplicity to install to its superior stability,
it beats all others by a lot more than a nose.

For more information or a free video and product trial,
we're all ears at www.cambro.com or (800) 833-3003.

Big on durability.
Light on maintenance.

CANMIGUARD

, ANTIMICROBIAL SHELF PLATES

?.

DURABILITY THAT MAKES A DIFFERENCE

- v , . www.cambro.com
Rust free Easy to Metal in Easy and Removable

assemble the middle quick to clean shelf plate

©2008 Cambro Manufacturing Company
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STRENGTH

ENDURANCE

FOCUS

TOTAL
COMMITMENT

For an athlete, total commitment is essential for success.
Strength, endurance and focus...the champion embodies
these critical qualities.

Like an athlete, BUNN is completely committed to success.
Win beverage profits with innovative equipment manufacturec
to the highest standards, supported with superior service.

Meet your beverage equipment needs with BUNN® BUNN Espress®
Tiger®
espresso

B U N N \ %

Global partner of choice for profitable beverage programs
U.S. 800-637-8606 or International +1-217-529-6601 ¢ Email: bunn@bunn.com or international @ bunn.com
www.bunn.com




DIRECTY

Bars and restaurants with NFL SUNDAY TICKET™
report a 74% increase in traffic during football season.”
For the top restaurant chains, providing the best on-premise entertainment means DIRECTV. Why?
Because we mean business. With exclusive sports packages like NFL SUNDAY TICKET™, NCAA®
MEGA MARCH MADNESS® and NASCAR HotPass™, not to mention the best in HD programming. Plus
convenient, consistent national pricing and billing solutions. DIRECTV for business works. Call us
today and get it working for you.

*

*"17 of the top 20" claim based on comparison of Restaurants & Institutions 2006 Top 400 Restaurant Chains to DIRECTV Commercial Customers. Availability of DIRECTV service may vary by location. **Based on a 2007 nationwide independent survey of bar/restaurant management,
conducted by Alliance Consulting Group. PROGRAMMING QOFFERS: 1$99.95/mo. includes COMMERCIAL XTRA programming with local channels at $57.99/mo. Sports Pack at $12.99/mo. and outlet fees for twa receivers at $28.97/mo. Additional receivers available at $10/mo. per
receiver. ZELigibility for local channels based on service address. 3Actual number of games varies by market due to blackouts and other conditions. Some restrictions apply. Call for more details. HARDWARE OFFER: Programming commitment, as defined by customer’s commercial
programming rate card, required. Offer available to new commercial customers in commercial structures no more than two stories high. One free system offer per commercial location. Custom installation and installation of additional receivers available for a charge. Offer void

How 17 of the top 20
full-service chains
turn up their volume:. :

!

INTRODUCING
Our best THE NEWCOMMERCIAL XTRA" Pack

business package
e Access to over 170 Channels

1
$ 95 ¢ Local Channels included?
ONLY (Plus Tax)

e Over 30 specialty and regional sports networks?®
MONTH
¢ FREE standard professional commercial installation D I R E C T v

with NO equipment to buy FORBUSINESS™
¢ 2 Receivers INCLUDED - your choice of standard or HD

(Offers end 6/24/08; credit card required. New commercial customers with EVO [Estimated Viewing Occupancy] of 1-100 only.
Annual programming commitment required. $24.95 handling and delivery fee applies.)

where prohibited or restricted. May not be combined with any other offer. DIRECTV programming, pricing, terms and conditions subject to change at any time. Taxes not included. Receipt of DIRECTV programming subject to terms of DIRECTV Commercial Customer Viewing Agreement;
copy provided with new customer information packet. Hardware and programming available separately. NFL, the NFL Shield design, NFL SUNDAY TICKET name and logo are registered trademarks of NFL and its affiliates. ©2007 DIRECTV, Inc. DIRECTV, the Cyclone Design logo,
COMMERCIAL CHOICE and MEGA MARCH MADNESS are registered trademarks of DIRECTV, Inc. All other trademarks and service marks are the property of their respective owners.




ON THE MUNEY/hy david farkas

Given a profitable model,
your real estate could help

finance a variety of programs.

Good DEEDS

ale-leaseback deals aren’t merely for

funding growth these days; capital
from the sale of restaurants can be put to
other crucial uses, explains real-estate-
financing expert Jeff Fleischer of Spirit
Finance, in Scottsdale, Ariz.

When does a sale-leaseback transaction
make the most sense?

Sale leaseback makes more sense for some
operators than for others. People who
have been growing rapidly or consolidat-
ing industry or undergoing merger and
acquisition or a recapitalization. In those
scenarios it makes sense to look at sale
leaseback as part of other alternatives,
which can include high-yield financing,
senior debt, preferred equity—the whole
capital stack, in other words.

That’s a lot of ground. Can you

narrow it down to a model or two?

In the private market on the franchise side
and in public markets, we have a lot of
different models. Some work, some don't.
I'm not sure you can draw a straight line
through them and correlate real-estate
ownership to whether [the models] suc-
ceed or not. If somebody were to lease

all their real estate and do a good job,
put value on the plate and not put too
much leverage on the balance sheet, over
long periods of time that capital structure
works very well.

Luby’s board recently argued that rent
could be excessive after a sale-leaseback
deal. True from your standpoint?

The ceiling on how much you want to
finance on a lease, in our view, is the
amount it would cost to build a restaurant
new. If the operating margins or cash flow
of the business are not sufficient to sup-

IN THE WORKS: Fleischer believes casual dining is headed for consolidation “like what we saw in the late '80s.”

Chain Leader I April 2008

port that level of rent, then the real estate
is probably not worth that much. The
[segment] that Luby is in is not going to
be as strong as others. I am not surprised
at their response.

What do rent bumps look like

these days?

Rent bumps tend to be 10 percent every
five years or 2 percent a year, and they
tend to be inflation-based. Real core infla-
tion is probably double that number.
Restaurant operating companies, given
the competitive environment, often have a
difficult time passing through commodity
price increases in terms of menu increases.
They don’t want to tie themselves to a
fully indexed inflation lease adjuster. So
what you find is that inflation adjusters
are roughly half of what real inflation is.

Is that half you are talking about a
general rule of thumb, or do some
restaurant companies hold your feet
even closer to the fire?

There are enough [sale-leaseback]| deals
going on that people think it is just
market [price] or not. The underlying
core inflation is a lot higher than what is
reflected in current rent bumps.

Finally, how important are

buyback clauses these days?

The way to think about it is: How do you
structure a flexible lease that allows some-
one to run the business without impairing
the business? Buybacks are part of it—the
ability to substitute assets, the ability to
go to investors for remodeling capital, the
ability to close stores if [the lessees] wish.
So all of those kinds of things, in addition
to the return-on-equity discussion, are
really important.

“The way to think
about it is: How
do you structure a
flexible lease that

allows someone to
run the business
without impairing
the business?”
—Jeff Fleischer
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The Flying Biscuit
Cafe units are
2,200 square feet
to 3,200 square
feet and cost
about $492,000
to $863,000 to
open.

Franchisees use a
proprietary dry
biscuit mix to
make the concept’s
signature hiscuits.

SNAPSHOT

Concept The Flying
Biscuit Cafe

Parent Company Raving
Brands, Atlanta

Units 6

2007 Systemwide Sales
$4.5 million*

Average Unit Volume
$1.6 million*

Average Check $10 to $11
Expansion Plans

3106 in 2008

*Chain Leaderestimate

Chain Leader I April 2008

he Flying Biscuit Cafe has developed a cult

following in Atlanta and earned kudos from
the national press including “Rachael Ray’s $40 a
Day” TV show, Zagat and Gourmet for its healthier
approach to breakfast and its eclectic decor. Now
founder Delia Champion and Atlanta-based Raving
Brands hope to build on that success by expanding
The Flying Biscuit in the Southeast.

In 2006, Raving Brands, a multiconcept operator
of fast-casual concepts such as Planet Smoothie
and Doc Green’s, bought The B
Flying Biscuit, its first

full-service concept, which features breakfast all day.
When Raving Brands purchased the concept, it only
had two units. Franchisees have since opened four
units in Charlotte, N.C.; Marietta, Ga.; and Atlanta.

FOOD FOR THOUGHT

Founded in 1993, The Flying Biscuit started expand-
ing in the second half of 2007, after spending a year
preparing for franchising. To ensure consistency sys-
temwide, the company concentrated on making the
from-scratch dishes easier to execute.

Champion worked with Raving Brands’ menu
development team to remove several items that were
labor intensive or had high food costs. For example,
whole-roasted chicken didn’t make the cut because

IN THE WORKS: The Flying Biscuit plans to boost dinner sales with seasonal limited-time offers such as coconut-encrusted tilapia.

Better AERODYNAMICS

Under Raving Brands’ wings, The Flying Biscuit hones its made-from-scratch
dishes so franchisees can execute without sacrificing quality.

it required brining, was easy to overcook or under-
cook, and took too long to reheat. It also got rid of
its housemade granola with organic, fat-free yogurt
because the granola had too many SKUs and distri-
bution of organic yogurt was difficult and expensive.
Several recipes were streamlined to use ingre-
dients already in house. For example, of the 10
ingredients in the original recipe for the roasted-red-
pepper mustard sauce, six of them were only used
for the sauce. The Flying Biscuit reformulated the
recipe to use ingredients that it already carried.
It also had proprietary items made to its spec-

ifications. Franchisees use a dry biscuit mix, to
which they only add butter and light cream. In
addition, a supplier provides cranberry-apple
butter and turkey meatloaf, which previously
were made on site. “The turkey meatloaf eas-
ily has 20 pieces to executing it, not even tak-
ing into consideration for us to bake it off. It
was probably a two-hour process,” Champion says.
“It took so much of the human error out of it.”

BALANCING ACT

Despite streamlining the menu, The Flying Biscuit
admits food costs have gone up because of the
increase in poultry and dairy prices but won't say
how much. “You can always buy something cheaper
and faster, sometimes even better, but we’re making
sure we use the best possible ingredients,” says Brent
McGhee, director of operations for The Flying Bis-
cuit. “When we speced them out, we weren’t looking
for the cheapest or the house label or anything like
that. The consistency and quality of those key ingre-
dients has been paramount.”

To offset the higher food costs without raising
menu prices, The Flying Biscuit is trying to buy
more in bulk, order less often and keep an eye on
portion control. It is also helping franchisees analyze
labor needs by determining the appropriate number
of employees at slow periods and maximizing table
turns during peak periods.

The company is also focused on helping franchi-
sees expand in the Southeast. They are expected to
open three to six units in Atlanta and Gainesville,
Fla., by year-end and 10 to 20 a year thereafter. B
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ONE HOT MARKET/ by tisa hertagnoli

STAR Turn

Once drab, downtown Los Angeles now
glitters with plenty of attractions—and young,
well-heeled residents to enjoy them.

ike most urban downtowns, Los

Angeles’ was moribund, a place where
people worked on weekdays and avoided
evenings and weekends. Then, in October
of 1999, Staples Center opened.

“Streets all of the sudden filled with peo-
ple,” says Carol Schatz, president and CEO
of the Downtown Center Business Improve-
ment District. DCBID, which represents 65
square blocks downtown, is the largest of

the eight organizations dedicated to down-
town revitalization.

ADDING ATTRACTIONS

Staples Center is one of many attractions
responsible for perking up downtown Los
Angeles. The Cathedral of Our Lady of
Angels, a contemporary Roman Catholic
church designed by Spanish architect Jose
Rafael Moneo, opened in 2002 to both
acclaim and controversy. The
Frank Gehry-designed Walt
Disney Concert Hall, home of
the Los Angeles Philharmonic,
opened in 2003.

A population bump, howev-
er, has done the most to enliv-
en downtown Los Angeles. In
1997, only 12,000 people lived
downtown. DCBID proposed
the Adaptive Reuse Policy, an
initiative that would make it
easier for developers to convert
old office buildings to condos.
Since the city passed the ordi-
nance in 1999, 11,000 resi-
dential units have been added
downtown and another 8,000
are under construction.

These days, almost 29,000
people live downtown. Sixty
percent are single, and 55 per-

Downtown Los Angeles
29,000

$100,000

$614,000

$24 to $42
per square foot a year

Staples Center, the sports
arena and concert hall;
L.A. Live, a 27-acre
entertainment complex
including two hotels and a
dozen restaurants, opening
in phases and expected

to be complete in 2010;
Grand Avenue Project, a
16-acre park and 3.8-
million-square-feet mixed-
use development, including
a Frank Gehry-designed
office tower, now in the
final planning stages.

Wolfgang Puck L.A. Bistro,
a 65-seat full-service
restaurant at Sixth and
Hope Streets, opened as
a Wolfgang Puck Express
in June 2006. It's been so
successful that last March
it dropped the Express
appellation and began
offering full dinner service.
Since the reconcepting,
dinner sales are up 30
percent, and beer and wine
sales, 60 percent.

architecture
design

engineering
site development
environmental graphics

News to make your patty melt & ;;%

4@@9 ‘LL

refrigeration

‘'JACOBS

Carter Burgess

Carter & Burgess, Inc. is now part
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You'll flip over our expanded services.
800.570.1985 www.c-b.com
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cent both live and work downtown. The median
annual household income is $100,000.

DRAWING POWER

The residential boom is drawing retail and even
more development. “We have brought in everything
from restaurants to art galleries to furniture stores,”
Schatz says.

The residential population is stable enough that
Cincinnati-based Kroger Co. opened a Ralphs Fresh
Fare downtown in August 2007. The store, Schatz
says, has the busiest deli in the entire Ralphs system.

Likewise, downtown has proven profitable for
Grill Concepts Inc., the Los Angeles-based operator
of 23 Daily Grills and five Grill on the Alley restau-
rants. An attractive deal from a developer persuaded
the company to open a Daily Grill downtown in
May 2005.

“The more we looked at it, the more we were
impressed by the opportunity,” says Philip Gay, Grill
Concepts president and chief executive officer.

The restaurant, located in a building with retail
on the ground floor and condos above, is now the
highest-grossing Daily Grill in Southern California,
with annual sales “north of $4 million,” Gay says.
“We do a great lunch with all the businesspeople
in the area and a nice happy hour.” The location
recently began offering breakfast.

A LIVELY FUTURE

While the time for real-estate pioneering is past,
downtown is “not oversold,” Gay says. “I think there
are still good deals to be had.”

Indeed, Schatz estimates that the area’s renewal is
70 percent to 80 percent complete. DCBID’s future
plans include courting more restaurants to fashion
Seventh Street into a restaurant-and-nightclub row.
The street is within walking distance of 8,000 hotel
rooms, and theres no mall nearby to provide restau-
rant competition, Schatz says.

The future, she adds, does hold a challenge:
providing reasons for residents to remain downtown
once they marry and settle down. “We are working
feverishly to provide charter schools and private
schools to try to keep young people here when they
start to have babies,” Schatz says. B

Wolfgang Puck
opened an Express
location in down-
town Los Angeles;
it's been so suc-
cessful that the
chain converted

it to a full-service
restaurant.

Wrap Your Arms Around
8 Activities At Once!

.51

Programmable Digital Timer

Now, a comprehensive,
8-function timer that is
programmable AND portable!
Custom Label Each Activity

Eight 20-Hour Countdown Timers with Memory Recall
Color-Coded Time Cycle Lights and Buttons

Volume Control

Count Up Feature
Large LCD Display
Can Be Wall Mounted
Battery or AC Powered

EMD

Franklin Machine Products
Parts and Accessories for the Foodservice Indusiry
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Return on investment for
traditional advertising can
be as low as 18 percent,
says Chris Stiehl and Henry
DeVries, co-authors of Pain
Killer Marketing. However,
social networking, blogs
and promotions that tie in
with something newsworthy
are seeing “ROI off the
charts,” the team says.

Chain Leader I April 2008

BUZZ

Understanding the science behind
BUZZ MARKETING is essential to
brand building in the 21st century.

nline gamers, the kind of
folks who play Xbox LIVE and
other competitive computer games,

are passionate about their pastime.

“This is a huge community. They love to play
games, and they are on [Internet message] boards
talking about games if they are not playing them,”
says Terry Brown, account director at Moroch Part-
ners, a Dallas advertising agency.

When those gamers went to their blogs and
waxed poetic about McDonalds, others listened.
Alot of others: Some of these online sites have as
many as 70,000 members.

“McDonald’s did not have the brand that is cool-
est for young adults,” Brown concedes. Yet Moroch

McDonald's upped its cool
factor beyond the preschool set and
their moms when it became the lead sponsor of the
annual Midnight Gamers Championship. According to the NPD
Group, online gamers are hoth genders (42 percent of them
are women), have incomes hetween $35,000 to $75,000 and
spend more than four hours online each week.

was able to help the Oak Brook, Ill.-based concept
expand its cool factor beyond Happy Meal-aged
kids. For the past three years, McDonald’s has spon-
sored the annual Midnight Gamers Championship,
a cross-country tournament for gamers. And that
sponsorship created goodwill with both those who
went to the tournaments and those who only read
about them online.

McDonald’s ability to capture the excitement
of consumers who are already talking, writing and
texting about their favorite (and least favorite) prod-
ucts is an example of what many feel is the biggest
component in 21st-century branding: buzz market-
ing. Many marketers say that traditional advertising,
particularly the national TV ad buy, may no longer
be the gold standard in reaching customers.

New technologies are changing the way market-
ing messages get to consumers. With DVRs it is
easier than ever for customers to skip TV commer-
cials. Instead of getting their marketing messages
from the small screen, many consumers get them
on their phone, via text messages from friends and
businesses or through mobile couponing offers.
That's what makes it so important to take advantage
of these new marketing outlets in the right way.

Just any tie-in with McDonald’s would not have
worked. “You cannot just put Ronald [McDonald] in
a game and be accepted,” Brown says. But, because
online gaming typically goes on well after dark—
Xbox LIVE activity peaks at 2 a.m.—sponsorship of
the contest dovetailed well with McDonalds efforts
to promote its late-night hours.

FISHING FOR FEEDBACK

To develop such sensible partnerships, Chris Stiehl

and Henry DeVries, co-authors of Pain Killer Market-

ing, published this month by WBusiness Books, urge

marketers to understand some basic definitions:

® Word-of-mouth marketing: getting people talk-
ing about your brand, be it on the phone, by text
messaging or face to face.




[ ]
BlG Idea Data-mining services can help restaurant companies
learn what is already being said about their brand on the Internet.

® Viral marketing: getting people to talk online
through blogs, product review sites, message
boards and e-mail.

® Buzz marketing: getting the media talking and
saying nice things about your brand.

“In a modern marketing strategy, you need all
three,” Stiehl says.

Others use a more all-encompassing definition:
“Buzz marketing is something that takes on a life of
its own,” Brown says. “I do not know that you can
create it, but you can put your brand in a position
to take advantage of grassroots opportunities.”

Patrick Moorhead, director of advanced market-
ing solutions for the Central Region with the Chi-
cago office of Avenue A | Razorfish, a marketing firm
that specializes in emerging technologies, agrees.
He believes it is more important to use the existing
buzz to learn what consumers really think about
your business than it is to try to engineer a short-
lived, buzzworthy campaign.

For example, Moorhead remembers a phar-
maceutical client who was locked in a neck-and-
neck sales race with a competitor. Each company
was promoting its drug based on its effectiveness.
Avenue A | Razorfish contracted with Umbria, a
Boulder, Colo.-based company that provides data-
mining services to help companies learn what is
already being said about their brand on the Inter-
net. The pharmaceutical firm found that customers
discussed ease of use of these drugs more often than
effectiveness, as both products were considered
effective. The client changed its messaging based on
what it heard, and sales increased.

The advantage of a data-mining firm is that it
finds things you’d miss, Moorhead says. If you only
surf restaurant review sites, you won't uncover a
mention of your brand being kid-friendly on a mes-
sage board for new moms.

Cellfire Inc. provides
retailers with the abil-
ity to send consumers
coupons via their cell
phones. Dwight Moore,

OUT OF CONTROL

Some marketers worry about negative impressions
in these consumer-generated forums, but Moorhead
says understanding what customers are saying is
paramount. “The opportunity is not in engineering
the social environment, but in understanding the
social environment,” he adds.

Other marketers are concerned about giving up
control of their brand message. “Research shows
that only 15 percent of people believe what they are
told in ads. If only one in seven people believe your
message, what good is the control?” Stiehl asks.

Customers trust their online peers because they
have no vested interest in the brands they are pro-
moting. Experts agree that covert campaigns, such
as posing coached customers on busses to spontane-
ously praise a brand, are not well received.

“People get angry when they sense something is
phony,” Stiehl says. “And when they are angry, they
spread negative word of mouth.”

Instead, DeVries cites a successful promotion by
Jagermeister, which sent models into a bar to buy
customers drinks and talk about the brand. The
models were upfront about who their employer was,
so the campaign came off as fun, not phony.

FOR ALL AGES
Buzz marketing tactics are not just for brands going
after young adults. Denver-based Vicorp, parent of
Village Inn and Bakers Square, has an older-than-
average demographic
base. Vicorp Vice Presi-
dent of Marketing Josh
Kern was surprised
how many of Vicorp’s
customers wanted to
order pies on online,
subscribed to the com-
pany’s e-newsletter and
are participating in its
online Easter memories
video contest.

“What people

Sports lllustrated swimsuit
model Daniella Sarahybha
was the subject of Taco
Bell’s 2008 online promo-
tion, marketed on sauce
packets, designed to create
buzz among its core male
customers. Visitors to a
dedicated Web site can cre-
ate an online “photo shoot”
of Daniella hanging out on
the beach and playing vol-
leyball. They can then share
their shots with their friends
either by downloading or
forwarding them.

Cellfire

)

FREE Combo

Buy a regular
sized Pita and
receive a FREE
combo.

1 use left.
Valid thru Nov 30

Limit 1 coupon per order. Offer
valid at select stores.

Use Now Back

vice president of corpo-
rate marketing for Cell-
fire, says just watching
consumers hold up their
cell phones to cashiers

in order to redeem the
coupons generates buzz.
Cellfire recently launched
a mobile coupon effort for
Extreme Pita.

recommend to one
another has always
been important,” Stiehl
says. “Now there is a
science behind it, and
we are just learning
how to manage that
science.” l

Village Inn and Bakers Square customers who posted online
accounts of their best Easter stories were entered to win prizes
including a year’s worth of free visits. The contest has “spanned
generations,” says Josh Kern, vice president of marketing, engaging
the chains’ older demographic in its buzz-marketing efforts.
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INTRODUCING THE ONLY COMBI OVENS

MORE RELIABLE THAN THE COMBITHERM.

THE NEW COMBITHERMS.

Alto-Shaam presents a revolutionary advance in oven performance
and efficiency. Start with Combitherm’s legendary reliability.
Then add the versatility of exclusive features.

Patented Smoking Feature — for wood smoke
flavor on select Combitherm models at
no extra cost

Automatic Steam Venting — patented
feature for increased operator safety

Gold-n-Brown™ — the perfect way to add
color to poultry, or a crisp, crunchy
texture to oven-baked fries

MORE ENERGY EFFICIENCY.
EcoSmart™ products demonstrate our commitment to
smart” greener, more energy-efficient technology. Combitherm
ovens operate at a 70% level of efficiency, using less water
with faster cooking times than conventional combi ovens.
That helps drive down ownership costs and
minimizes environmental impact.

MORE SELECTION & SIMPLICITY.
Choice of 18 models, including boiler-free,
in both gas and electric

Deluxe models feature Rapid-Touch™
to cook and program up to 250, 20-step
recipes at the touch of a button

HACCP with Kitchen Management
NAFEM Data Protocol compliant for data recording and
complete production control

The revolutionary Combitherm. It’s innovative thinking that
brings more to the table than ever before. For details, visit
alto-shaam.com or call 1-800-558-8744.

ALTO SHAAM,

Combitherm smoking feature protected by U.S. Pat. 7,157,668.

W164 N9221 Water Street, P.O. Box 450, Menomonee Falls, WI 53052-0450, U.S.A.
Phone (262) 251-3800 © 1-800-558-8744 U.S.A. & Canada ® Fax (262) 251-7067 e 1-800-329-8744 U.S.A. Only
www.alto-shaam.com
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SNAPSHOT

Concept Salsarita’s

Fresh Cantina
Headquarters Charlotte, N.C
Units 85

2007 Systemwide Sales
$54 million*

Average Unit Volume
$720,000*

Average Check $7.75
Expansion Plans 15 to 20
in 2008

*Chain Leader estimate

All SOUPED Up

Salsarita’s BUILD-YOUR-OWN-SOUP option boosts soup sales.

Salsarita’s build-
your-own-soup
program lets guests
choose from among
25 selections
including rice,
chicken and salsa.

Chain Leader I April 2008

ustomizing burritos, tacos or

enchiladas at Salsarita’s Fresh
Cantina has always been a simple
point-and-scoop procedure: Guests
point at what they want. Servers
scoop the ingredients and assemble.

No problemo.

So when the 85-unit chain began looking for
ways to expand combo-meal and healthful choic-
es, a customized build-your-own soup option

using existing ingredients and equipment was
the easy answer.

Launched in January, build-your-own soup,
which replaced chicken tortilla soup, has
increased soup sales 40 percent. About half of
the guests ordering soup choose it as a $2.89
entree, with a side of chips and salsa or gua-
camole included in the price. The rest go for a
combo meal, paying $2.99 to add soup and a
drink to an entree.

Previously Salsarita’s didn’t have a soup or
salad option with its combo meals. While the




Letting guests build their own
soups has increased Salsarita’s
soup sales 40 percent.

original combo—an entree bundled with chips and
a drink—has always done well, comprising 45 to 60
percent of sales, “Guests let us know that they really
wanted some healthier combo options, too,” says
Charles Ratterree, executive vice president for the
Charlotte, N.C.-based chain.

FREEDOM OF CHOICE

To build their own soup, guests move along the
ingredient line telling servers which of the 25 selec-
tions they want in their bowl. Each 12-ounce bowl
gets at least 4 ounces of assorted ingredients, but
there’s no limit to the number of ingredients they
can pile in. Thus far, rice, black beans, chicken,
salsa and a sprinkling of cheese are the favorite soup
inclusions. Eight ounces of a veggie-based broth is
ladled over all to finish.

To get the broth just right, Salsarita’s experiment-
ed with different consistencies and flavor profiles.
The vegetarian base they finally selected is flavored
with onion, cilantro, jalapenio and tomato.

First tested at Salsarita’s national convention in
mid-2007, the soup program got a very positive
reaction from franchisees. “That was important to
us, because switching over from a made-ready soup
to a build-your-own represents a significant opera-

tional change,” Ratterree concludes. B

LOCATION.
VISIBILITY.

EricL. Holman
Vice President - Concept Development
Café Enterprises

“When you open a new business, there are plenty of things to worry about. Locatiorn isn't

one of my worties — | worked with a Wal-Mart Real Estate Manager to purchase a
Wal-Mart outparcel. With high visikility, great accessibility and proven customer trarfic,
this is a perfect spot for Fatz Café to call home.”

WAL*MART
Realty

www.wal-martrealty.com

The easy way to add storage.

Eagle’s Floor-Trak™ system for wire
or polymer sanitary shelving lets
you store up to 50% more items in
the same area. Easy to install, ADA
compliant and NSF approved.

amEAGLE
. _______GROUP 4

Profit from the Eagle Advantage®

800-441-8440 | www.eaglegrp.com

Floor-Trak and the Eagle design are trademarks of Eagle Group. ©2008 Eagle Group. All rights reserved.

April 2008 1 Chain Leader 23



MENU ENG | NEER | NGI hy mary holtz chapman

/

\M - »

hat if the measurements that your stake-

holders, bosses and competitors judged

you by were suddenly invalid? This is what
chain menu developers are experiencing as ingredient
costs continue to rise at the same time guest counts are
shrinking. Operations across every segment are adjusting
the way they measure success.

HYPOTHETICAL TESTS, REAL-LIFE EXAMPLES
Donette Beattie, vice president of purchasing and prod-
uct development for Madison, Wis.-based Country
Kitchen International, says that measurement is ongoing.
She can see real-time pricing for recipes via a system
connected with the chain’s distributor. Beattie says her
development team can put in hypothetical prices or
recipes as well. “Building the database was tedious,” she
admits. “But once you invest the time to set it up, it is
excellent. We can print reports for analysis in meetings
or do mock recipes. It’s easier.”

The family-dining chain has tweaked items for bet-
ter margins, but prefers to substitute similar ingredients

rather than reduce portion size. It recently tested a
turkey product 30 cents less per pound, but its quality
was high and it passed the chain’s taste panels. Country
Kitchen will save 10 cents per plate without hurting the
perceived value of the dish.

Beattie does not just look for the cheapest items.
“Prices are changing so much now that you have to
make sure all the pricing is legitimate,” she says. “Now is
when we really see who our vendor partners are, which
ones are running good, efficient operations and are able
to keep their prices in check as well as managing other
areas of their business.”

STRICT GUIDELINES

Thousand Oaks, Calif.-based Baja Fresh Mexican Grill
also explores new ingredients, but only if it creates a
better value for the guest and holds margin. “With com-
modity prices doing what they’re doing, and pressure to
keep prices down, those high-margin items are becom-
ing fewer and farther between,” says Director of Research
and Development Joe Rogan.
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Menu developers still measure
food-cost percentages and margin
contribution, but they have had

to change the R&D EQUATION.




Baja Fresh also stands pat on items that aren't
selling. “We don't allow for emotional attachment
to menu items that don’t perform,” Rogan says.
“Either it pulls its weight or it’s likely to be gone.”

He compares menu development in good
times and bad to managing a portfolio: “You
expect a certain level of performance for each
item on that menu. If it is not performing, then
you need to remodel or rebuild to enhance the
portfolio’s performance.”

A NEW WAY TO INNOVATE
Gabriel Caliendo, corporate chef at The Lazy
Dog Cafe, a three-unit casual-dining chain based
in Huntington Beach, Calif., mourns the loss of
the freedom to follow food trends. “In the past I
might be more interested in developing a flavor
profile that I really love based on the trends and
then look at costing,” he says. “Now I'm at the
point where I don’t spend much time R&Ding
until I've got the cost. I'd be more apt to make a
guesstimate of a recipe and cost it to see where
I'm at, and then I can fine-tune the recipe.”

With an average check of $13 or $14, and
food cost of 26 or 27 percent, The Lazy Dog has
tried not to pass price increases to customers; it
has taken small increases on specific products
rather than overall percentage increases.

The chain has also held onto products that
aren’t selling well because they create brand aura.
For example, Caliendo says pricey Belgian beers

The Basics: Food Costs and Margins

Restaurant executives
who are not involved
in menu development
might have a vague idea
about what food-cost
percentages are but
perhaps not how they are
calculated.

Simply, food cost is
the ingredient cost di-
vided by its menu price.
Menu-wide, food-cost
percentage equals begin-
ning food inventory plus
purchases, minus ending
food inventory, divided
by food sales.

Costs are trickier
than they might appear.
Seasonings, oil, lemon
juice and flour figure into
the cost of chicken pic-
cata, for example. Waste,
theft and comped meals
all must be considered.
Computer software, often
tied to the point-of-
sales system, eases the
workload.

Back in the '80s,
Michael Kasavana and
Donald Smith of the
School of Hotel Restau-
rant and Institutional
Management at Michi-
gan State University
developed a system they
called “menu engineer-
ing,” which looks at
contribution margin
rather than percentages.
For instance, a $30
steak entree with a 30
percent food cost has a
margin of $21, while a
$20 chicken dish with
a 25 percent food cost
brings in $15. The steak
is more profitable than
the chicken.

Kasavana and Smith
showed that looking at
how much of each item
is sold, its ingredient
costs and the menu
price, you can find which
items are popular and
profitable (stars), which

are popular but not as
profitable (puzzles), just
popular (plow horses) or
neither (dogs). Of course,
you keep the stars and
kill the dogs.

To make a high-profit
item more popular, menu
developers try to market
it differently, rewrite the
menu description or re-
position it on the menu,
change its presentation,
make it a special, serve
it as part of a combo,
or change an appetizer
portion into an entree or
vice versa.

To make a popular
item more profitable,
they change portion size,
check all the ingredients
to see if there’s any that
can be replaced with a
lower-cost item without
losing quality, use less
garnish or a different
garnish, or increase
the price.

at the bar are weak sellers, “but there are custom-
ers that will come in and be very impressed that
you carry a beer like that. It’s important when
you're considering the concept as a whole.”

He adds that, overall, the concept is just
accepting lower margins. “We're just going to
have to roll with the punches knowing that pric-
es can't keep going on the path they’re going,”
Caliendo says.

FEWER GUESTS, SMALLER OPTIONS

Grill Concepts Inc. is also allowing for lower margins to
keep customers coming in. “You can't just raise prices;
you can't just come up with some cheap items,” argues
John Sola, senior vice president of culinary for the Los
Angeles-based operator of The Daily Grill and The Grill
on the Alley. “There just aren’t that many people out
there going out to eat.”

In November, Daily Grill began a prix-fixe menu pro-
motion to lure holiday shoppers. The three-course menu
with soup or salad, a dessert and a protein dish, all for
$19.95, was well below the $27 average dinner check.

With the stagnant economy, Daily Grill continued and
evolved the promotion. One popular iteration replaces
dessert with a glass of wine. The fixed-price menus make
up 10 to 12 percent of sales, and about half of the orders
are the wine option.

Sola is also trying smaller portions at lower prices.
For example, he periodically offers a limited-time culotte
steak, the tender top piece of the sirloin, with a blue-
cheese crust. Usually run with about a 30 percent food
cost, he’s making it about 32 percent, using a smaller cut
and charging a few dollars less.

“Food cost is the last thing I'm thinking about,” Sola
says. “I'm trying to think about something that people
can look at and find value, so that we don’t lose market
share. If you drive traffic, food cost will come along.” B

ON THE WEB: For an ongoing discussion of food-cost control, visit foodcostcontrol.blogspot.com.

BlG idea To make a higher-margin item sell

more, Country Kitchen Vice President of Purchasing and
Product Development Donette Beattie suggests adding

a picture to the menu or strategically placing it near
similar items that cost more.
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BACK OF THE HOUSE /tv tica 1 ’

A streamlined layout and technologically
advanced equipment QUICKEN TICKET TIMES
at Kings Family Restaurants.

ccak QLT

good kitchen remodel has the same effect on

a restaurant that a steroid regimen has on a

major-league baseball player: The end product is

faster and better.

That's why McKeesport, Pa.-based Kings Fam-

ily Restaurants removed 10 percent of the space
from its kitchen and added $30,000 worth of new
equipment. The result: more consistent product,

a half-point reduction in food costs, a ticket time

that’s eight minutes, not 14, and a 20 percent hike

in guest counts.

“We're definitely, being in a competitive market,

focused on improving execution,” says Tom Webb,

director of operations at Kings, which owns and

operates 35 full-service restaurants. “We basically

looked at our kitchen and our product to see how

we could execute more efficiently and quickly.” The

last kitchen remodel, Webb notes, took place at

Kings’ Bentleyville, Pa., location three years ago.

Kings enlisted the help of its equipment and

supplies provider to remodel the kitchen at a restau-

rant in Beaver, Pa., and design the kitchen for a new

Salad prep, now
handled by grill
cooks, not servers,
is now closer to

the pickup win-
dow. Salads get to
guests faster and in
crisper condition.

Separate hot and
cold areas at the
pickup window
(above) ensure
better food quality.

Kings location in Neville Island,
Pa. In both projects, designers
made considerable adjustments
to both the equipment package
and traffic flow.

SPEND NOW, SAVE LATER
The new kitchen required a new
equipment package, removing
several pieces and exchanging
others for more technologically
forward, efficient pieces.




A two-pan microwave
steamer can heat a
gallon of soup, with-
out scorching, in 12
minutes. Employees

are “most excited”
about the new piece of
equipment, says Tom
Webb, Kings’ director of
operations.

New gas fryers sport a
quicker recovery time
as well as an internal
system that filters the
frying oil several times
a day. Longer-lasting oil
helps offset the fryers’
higher price tag.

Cooks, for instance, formerly used a salamander
broiler to prepare broiled tilapia. The fish is now
prepared in a combination microwave-convection
oven; the broiler and accompanying hood have
been banished from the kitchen. The oven, Webb
says, is so efficient that the chain is exploring new
uses for it.

Similarly, cooks once heated soup and steamed
vegetables on a six-burner range. Now a combina-
tion microwave-steamer does that work, and the
six-burner range has been replaced with a four-
burner model.

Because they do not need constant attention, as
do open range or broiler flames, the new steamer
and convection oven have reduced food waste,
Webb says. As a result, food costs are half a percent-
age point lower.

Kings also replaced its fryers with higher-priced

Photography by Michael Haritan

SNAPSHOT

Concept Kings Family
Restaurants
Headquarters
McKeesport, Pa.

Units 35

2007 Systemwide Sales
$59 million

Average Unit Volume

$1.8 million
Average Check $7.35

Expansion Plans 1 new
store in 2008, plus 5
remodels, with complete
remodeling to be finished
within eight years

models that boast quicker recovery times. The new
fryers have an internal system that automatically
filters frying oil several times a day. (In a “green”
move, Kings contracted with a company that hauls
used oil away and turns it into bio-fuel.) Longer-
lasting frying oil will make the new fryers more
economically efficient in the long run, says Chris
Whalen, Kings’ chief financial officer.

Finally, a shaved-ice machine replaces a cube-ice
machine. The new machine is more expensive, but
the novelty ice is proving popular with guests. “The
feedback is amazing,” Webb says. “People like the
crunch of it.”

MOVING RIGHT ALONG

A streamlined kitchen design has done its part in
improving ticket times. The two major changes:
putting salad prep up front, where grill cooks, not
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Faster ticket times have resulted in a

20 percent jump in traffic and 30 percent sales
increase at the Kings restaurant in Beaver, Pa.

Kings’ new restaurant in
Neville Island, Pa., will
feature a newly designed
interior. Bath, Ohio-based
Louis & Partners handled
the redesign.

servers, prepare salads; and moving the dishroom
forward.

Both changes reduced steps for the employ-
ees. The new salad arrangement, complete with
new refrigeration space for ingredients, has also
improved food quality and safety; grill cooks are
ServSalfe certified, while most servers are not.

The up-front dishroom keeps the kitchen cleaner.
Busers and servers clear dishes more frequently
because they don't have to travel the length of the
kitchen to deposit bus boxes in the dishroom.

The designers were unable to cut kitchen space
from the existing store. However, the kitchen at the
new location, in Neville Island, Pa., is 10 percent
smaller than existing kitchens. “We have basically
shrunk the whole back of the house,” Webb says.
Newer stores such as Neville Island, scheduled to
open in July, will encompass 5,400 square feet, com-
pared to 6,500 square feet for existing locations.

y

i

BIG MONEY

So far, the new design is paying off, not only in
reduced food cost and faster ticket times but in
sales: Sales at the Beaver location, which re-opened
Dec. 17, are 30 percent higher than pre-remodel,
Whelan says.

It was, however, no small investment: Whelan
says that Kings spent almost $500,000 in reconfigur-
ing the kitchens at both the existing and new loca-
tion. The new equipment package alone, he says,
costs about $30,000 more than the prior package.

But its money well spent, Whelan says: “If I can
buy stuff and make the guest experience better, it’s
worth it.” B
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If you think the only dough we make is in our kitchen,
take a look at Item 19 of our UFOC.

www.peterpiperfranchise.com

Get acquainted with a 35-year-old, 139-unit regional food and entertainment
franchise system, now poised for national expansion.

Our concept offers a highly attractive family dining and entertainment concept for all ages. Guest
frequency is driven not only by a high-quality offering of pizzas, appetizers, salads, desserts, wine and beer,
but also by an entertainment component with over 40 high-energy games for children and families.

We are looking for a few sophisticated Area Developers to help us grow in select parts of the country.
Contact Don Pijut at 480-609-6413.

Thisis not an offer to sell a franchise. Franchises are offered by prospectus only.
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PUREES "\ SLICES & CHUNKS

REAL

Freshen up your menu.

Tree Top’s premium fruit ingredients offer fresh, authentic tastes for your menu.
SALADS - ENTREES - BEVERAGES - DESSERTS Tree Top delivers extraordinary solutions.
Let our Product Development team create signature menu items for you.

©/® TreeTop, Inc. Call 1-800-367-6571, ext 1552
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Casual-dining chains are
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Photos by Dan Dry

ope springs eternal among

restaurateurs. Need proof? In
February, the National Restaurant Asso-
ciation released a monthly composite
index showing the percentage of opera-
tors expecting business conditions to
improve within six months exceeded
naysayers by a whopping 16 points.

You might wonder what they were smoking. As of
press time in mid-March, their business was getting
markedly worse, particularly for those in casual-dining.
A recent consumer survey of 1,200 people, for example,
showed nearly a quarter of respondents saying they had
visited full-service restaurants “less often” in the past 90
days vs. the 14 percent claiming “more often,” according
to market research firm Technomic Inc.

The results wouldn’t surprise anyone who heard
casual-dining executives at Bear Stearns’ investor confer-
ence in New York in March, lamenting declines in same-
store sales and guest counts—and, inevitably, profits. “We
have lost existing guests and frequency is down,” fretted

ask the managers. They told him 70 percent of
the customers they see come multiple times a
week,” he boasts.

His secret: “It has a lot to do with price
points, which average about $14. Our value
proposition is very strong.”

To find out whether full-service chains
are providing similar hooks, Chain Leader
recently spoke to executives at seven
casual-dining chains. We wondered if the
consumer pullback had caused them to
re-assess their marketing philosophy and,
if so, how.

DON'T DISCOUNT

One thing is for sure: These executives
haven't changed their minds about discounting, a tactic
that they say boosts guest counts but also pressures mar-
gins and weakens image. “We will never try to improve
sales with a discount. It’s a kiss of death,” declares Randy
DeWitt, founder and CEO of 13-unit Rockfish Seafood
Grill and five-unit Twin Peaks, both headquartered in
Dallas, who has successfully used e-mail newsletters to
maintain sales.

Ruby Tuesday founder

andNi%OGSandY\fea“- History of Demise: Same-Store Sales at Casual-Dining Chains

) roup vice Reductions in consumer spending in the last two years have created an unusually gruesome
President Harry Bal- same-store-sales picture at many full-service chains.
zer, who tracks restau- 6.0% 5:6%
rant sales and guest-

4.5%

count data weekly, feels

s 4.0%
their pain. “Its a very
difficult time for market
share gains,” he says. 2.0%
The big question today, | | | | |
he adds, is, “Can you I 0.7%
give me a reason to 0.0% - I T I I I I I . I I | -
come to your place?” I | | | | | I

Granite City Food 2.0%
& Brewery founder and -2.1% o
CEO Steve Wagenheim L
is all over that one. -4.0% -38%
“Just last week someone
wanted to know what 6.0%

-0. (o]

our frequency rate was. JEMAMJJASOND JFMAMJJASOND JFMAMJJASONDJFMAMJJASOND J
I had him g0 through Source: KnappTrack and Goldman Sachs Research
some of our stores and

a RECESSION

Granite City Food
& Brewery’s Mug
Club boasts some
75,000 members.
When brewers
want to promote

a new heer, they
use an e-news-
letter. As many as
1,500 people show
up to sample the
suds, says founder
and CEO Steven
Wagenheim.
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BlG idea Not Your Average Joe’s sponsors

30-second radio spots called “Not Your Average
Weekend,” which highlight family-friendly events.
The chain’s message is heard in the spots’ 5-second
opening and closes.

“From everything we know about short-term
changes like discounting, it isn’t the way to go. It
digs you into a hole,” says California Pizza Kitchen
Senior Vice President of Marketing Sarah Gro-
ver, who is managing the chain’s database “more
aggressively” than in the past.

“Discounting is a marketer’s nightmare and
never a sign of a healthy organization,” maintains
Kendra Sartor, vice president of brand develop-
ment for Tampa, Fla.-based The Melting Pot,
where sales and guest traffic remain flat. Instead, she
adds, “we have to find price-point opportunities.”

For example, company restaurants and some
franchisees are now using direct mail to promote a
$29 four-course meal, about $10 less than the regu-
lar price. “But we're not saying $10 off [so] custom-
ers see it as perk for those who have expressed an
interest in the brand,” Sartor explains.

Price points are also important to Bravo Develop-
ment Inc., the Columbus, Ohio-based operator of
upscale Bravo and Brio restaurants. Customers can
order wine flights of three glasses for only $8.99,

a deal meant to drive traffic in bars and at tables.
Chief Marketing Officer Karen Brennan

says although the offer’s goal is to boost
check average and customer counts, it’s
intended to increase the value of the dining
experience.

“It is a deal, plus its fun and interesting
because of the experiential part of it,”

she says.

Marketing ploys at Abue-
lo’s Mexican Embassy
include photo-rich menu
inserts, which highlight
the concept’s specialty
dishes with colorful
photography but without
mentioning price.

Every month Twin Peaks
reminds Friends of the
Peaks club members
there’s always a reason to
return. On St. Valentine’s
Day, for example, servers
replaced their uniforms
with lingerie. The call

to action: “Don’t for-

get to visit your other
sweetheart.”

EMPHASIZE VALUE
“Conveying a value perception and dis-
counting are two very different things,”
insists Renee Underwood, vice president
of marketing for Food Concepts Inter-
national, the Lubbock, Texas-based par-
ent company of Abuelo’s Mexican Food
Embassy restaurants. “If you think the
only way of achieving value is through
discounting, you're shortchanging
yourself.”
She cautions against using a
“$6.99 loss leader” dinner when
you're able to provide a “relaxed meal

Chain Leader I April 2008

%”’/2 =k ﬁ!‘ J g H

2 En),oy the flavey L
With one of A
seafood creati
Tilapia Veracrug,

P S LJ“.N -

= the Mexican coast.
S

iy, < SR

N Sy
o nm‘f;%

S Pescado - Shrimp Ry
, S < Guerrerg * P Fajitas
7 S Shrimp Fai; lambre
it e salmog g:f: tca:as:j‘lad Chile . de C?'I;‘“"’“
05 Shrim
p Caesar Salad

and cater to every whim” for $14.99, something
Abuelo’s attempts to do, she adds.

Still, lower prices can drive traffic counts. To
date, several large chains are bundling meals to add
value while avoiding the semblance of discounting.
Chili’s Sizzle & Spice deal lets customers pick two
entrees and two sides from a long list of menu items
for about $15 per person, substantially less than if
they ordered the items separately.

That kind of deal makes sense, according to
the Technomic survey, which shows 57 percent of
respondents mentioning “lower price” when asked
to pick a reason for purchasing a combo meal at
a full-service restaurant. What's more, 42 percent
acknowledged combo meals were a “good value for
the money.”

Chili’s didn't return calls and e-mails seeking
comment on the success of the program, but SMH
Capital restaurant analyst William Hamilton wrote
after a February meeting with Chili’s that he “got
the sense that.. .efforts to refresh the Chilis brand
with a new menu, new marketing strategy and store
re-images are receiving a positive response from cus-
tomers in the form of sales and traffic.”

1t not surprising given mounting job losses, ris-
ing gas prices and mortgage resets that value is being
pounced on by the marketers we talked to. Not Your
Average Joe’s, a 14-unit chain of upscale eateries
based in Dartmouth, Mass., is launching monthly
wine dinners in April to thank e-mail club members,
its most loyal customers.

Although prices depend on wines, meals that
include dishes on the present menu are discounted,
says Vice President of Marketing Sherri Van Saxon.




“At other times we may bring in special products and
wines that are paired and the price is a great value but
not necessarily discounted,” she adds. Bottom line:
With sales softening, the new program gives interested
customers a reason to make an extra visit.

CLUB CULTURE

E-mail newsletters, often promoted as clubs, can boost
frequency if used judiciously. “An e-mail program
makes it easier to build a network with existing cus-
tomers and gives them one more reason to come to
your restaurant,” says Karen Willison, a former restau-
rant marketing executive and now a vice president for
Fishbowl Marketing, an Internet marketing company
specializing in restaurants.

True, says DeWitt, a Fishbowl customer, except
when calls to action are missing from the newsletter.
He says few newsletters include anything more than
a deal. “They send out e-mail that’s so generic,” he
gripes. “I'm not looking for a coupon but a reason to
go. 1t5s the only thing that absolutely works.”

He says he practices what he preaches. Although
sales are “flattening out” this year at Twin Peaks, they
follow two years of double-digit growth, DeWitt
claims, driven largely by the casual-dining chain’s
Friends of the Peaks club. It reminds members of
events like St. Valentine’s Day,

To blunt the percep-
tion of high prices at
The Melting Pot, Vice
President of Brand
Development Kendra
Sartor cooked up a

direct-mail deal offer
that features dinner

when the restaurants’ scantily
clad servers dress up in lingerie.
“We remind [members] to visit
your other sweetheart and show
a picture of a girl in lingerie,”
he explains.

Of course, not every marketer

has or wants sex on her sid for two for $67—
a0 W? ° S? F) N ) stde. considerably less
Take California Pizza Kitchen’s than the $80 regular
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Marketing 101: A Guide for Bad Times

Karen Brennan, a restaurant marketer since 1984, has an industry-
wide reputation for turning around struggling chains in good times
and bad. Today, as chief marketing officer for Bravo Development Inc., in
Columbus, Ohio, she’s attempting to maintain sales and guest counts in a
tanking economy. The veteran provides some guidelines for marketers in
the same boat.

¢ Do not to start and stop a marketing program. An erratic pattern doesn’t
help you in a tough situation.

e Emphasize the draw of your brand in offers, not the deal. An offer doesn’t
just mean dollars off. Make the deal the exclamation point of the
promotion.

e Broaden your view of value. Don’t look at it as merely an opportunity to
dump a coupon.

¢ Understand the occasions your brand is positioned for. The more facets you
can put forward to guests, the more potential visits you create.

e Plan well even if there’s little time these days. If you have a methodology
to fall back on, you won't risk re-inventing the wheel.

e Don’t focus on problem restaurants (as important as they may be). Focus,
instead, on maximizing the opportunity for successful locations. The
incremental revenue you generate in these units is disproportionately
profitable to the rest.

e Get a reality check from operations to see whether your projections are

on target. The way to win is to come up with numbers everyone can

believe in.

“We are shooting for flat [same-store
sales and traffic] this year, and we

will be lucky to get them.” —Kendra sartor,
vice president of brand development, The Melting Pot

eltingpot 0

April 2008 I Chain Leader

3



COVER STORY

Casual-dining chains are using e-mail clubs to
boost frequency by focusing on value and
experience rather than price promotions.

New and unusual
product introduc-
tions like Miso
Salad remain a
mainstay of mar-
keting at California
Pizza Kitchen.
Says Vice Presi-
dent of Marketing
Sarah Grover: “Our
marketing strategy
and menu develop-
ment plan hasn’t
changed at all.”

e-mail efforts by hiring Fishbowl to manage the
chain’s growing database of e-mail addresses.

Her goal is building guest counts, which Piper
Jaffray senior research analyst Nicole Miller Regan
predicts will be down 7.2 percent for the first quar-
ter of "08.

“We're finding if we step up communications
[about new products and store openings] with these
people, they are more likely to come in more often,”
Grover says.

Wagenheim remains convinced that the best
marketing programs remain within the four walls.

“I don’t think traditional marketing is the only
way to go,” he offers. Yet like other chains, St.
Louis Park, Minn.-based Granite City communi-
cates events like specialty-beer offerings via the
Mug Club, which boasts a membership of 75,000,
according to Wagenheim.

“Perhaps the most important marketing we do
is to spend a lot of money on training managers to
take care of guests,” he explains. “Our No. 1 goal is
to turn guests into advocates.” That they come more
often doesn’t hurt either. B
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Globe Vegetable Cutters...
Sharply focused to improve
product quality!

+ Beautiful, precise cuts...consistently

+ Replicates virtually any cutting style

« Swiss-engineered for superior quality

Globe

+ Best warranty in the industry

+ 24/7 service and support

www.globeslicers.com
800.347.5423
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® kitchen automation

Dedicated to connecting hospitality businesses

© Seatmg and wait list with success, QSR is proud of our reputation as a

©® reservations pioneer and innovator, helping thousands of savvy

L. . operators enhance productivity and profit. QSR’s
502.297.0221 @ activity monitors

e software and hardware solutions fill the mission

© gu est messaging critical voids left by point-of-sale and backoffice
systems, linking your operations all the way from

production management to guest management.
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GROWTH STRATEGY/hv lisa bertagnoli

Experienced multiunit, cAlister’s Deli plans to open
MULTICONCEPT FRANCHISEES will 52 restaurants this year,

fuel expansion for McAlister's Deli. topping last years mark of 34.
While the Ridgeland, Miss.-based

sandwich chain plans to keep 15

percent of the system company
owned, franchisees will handle the
bulk of growth. And those franchi-
sees will be multiconcept, multi-
unit companies.

Within the past year, McAlister’s has signed
franchise agreements with four major groups to
open restaurants in Virginia, Colorado, Arkansas

and Texas. The quartet joins a half-dozen or so

franchisees “into their teens in terms of restau-
rants,” says Phil Friedman, McAlister’s chairman,

president and chief executive officer.

Franchisees and franchisor say the strategy
to go with seasoned operators, rather than
single-unit franchisees, is a win-win situation.
McAlister’s, now at 267 units, benefits from the
expertise these franchisees possess; there’ll be
minimal corporate hand-holding for site selec-
tion, hiring, training and other necessities.

“I like to have franchisees who have enough
territories and capabilities to become companies
in themselves,” Friedman says. “They can do a
lot on their own; they become growth engines.”

According to franchisees, the partnership
will allow them to expand with a brand that has
staying power.

“We've been searching for a number of years
for something that’s going to be healthy,” says
franchisee Glenn Miller, who signed a 10-year,

17-store franchise agree-
Franchisees Brian ment with McAlister’ last

Moo_re (l.) and Steve June. Miller and his brother,
Davis hought a

company-owned ‘
McAlister’s in Arby’ restaurants in central
Searcy, Ark., and [llinois. They’ll open their

will openasecond  first McAlisters in Virginia

unit later this year. later this year
Davis is one of four '

McAlister's franchi- AThree McAhs[ers fran-
sees with a connec-  chisees will eventually share
tion to Mazzio’s. Virginia—albeit in separate

lan, own and operate 19
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designated market areas—a Aggressive menu
development and
substantial dinner
husiness—35
percent of sales—
is “a massive signal of faith to  have proven attrac-
me that the economic model  tive to prospective

is good,” he says. franchisees.

factor Miller says works in the
concept’s favor. Franchisees
operating in close proximity

THE DATING GAME

Courting proven franchisees is no easy feat, given
the competitive landscape. “These guys have all the
options in the world,” Friedman says of successful
multiconcept and multiunit franchisees. “They’re
well-capitalized. They have their own little teams.”

“There’s a lot of competition” among franchisors
for such franchisees, agrees Dan Rowe, president
of Fransmart, an Alexandria, Va.-based franchise
consulting firm. But, Rowe adds, “there aren’t
that many great options for franchisees who want
to build large multiunit companies.” McAlister’s
seven-figure unit volumes, plus its substantial
dinner business, give the concept an edge over
other sandwich chains, Rowe says.

McAlister’s has made several adjustments both
for growth’ sake and to court such high-powered
franchisees.

One major step for the 18-year-old concept is a
redesign that softens and updates both the interior

—
'
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Concept McAlister's Deli
Headquarters
Ridgeland, Miss.
Units 267
2007 Systemwide Sales
$307 million
Average Unit Volume
$1.4 million

i Average Check $7.20

Expansion Plans
52 in 2008
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CONTROL
YOUR BRAND

To find out how, visit CL.adgiants.com.
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Every lesson comes to life.

SERVSAFE ESSENT\ALS

FIFTH EDITION

That's the NEW ServSafe"
It's a new dimension in food safety training.

The foodservice industry’s workforce is more diverse than ever. Schedules are more demanding. And food safety
is more complex. These growing challenges demand a new dimension in food safety training. And that's ServSafe®
Fifth Edition from National Restaurant Association Solutions. Today's ServSafe is more than a new edition. It's a
better way to learn. Now the most up to date and relevant information comes to life, and concepts are conveyed
easier, better and faster. Students can stay engaged, retain information better and are ready to apply it. That helps
them prepare for ANSI-CFP accredited exams, and perform on the job. So bring food safety to life with ServSafe
Fifth Edition. When your employees get it, they can't forget it.

SERVSAFE ESSENTIALS

To see how ServSafe Fifth Edition has evolved,
visit www.ServSafe.com/editionb

To order or learn more, call 1-800-ServSafe (800-737-8723).
You can also contact your State Restaurant Association or your distributor.

@afe

®

©2008 National Restaurant Association Educational Foundation. All Rights Reserved. ServSafe is a registered trademark of the National Restaurant Association Educational Foundation, used under license.
The SOLUTIONS logo is a trademark of the National Restaurant Assaciation. The National Restaurant Association Solutions, LLC is a wholly owned subsidiary of the National Restaurant Assaciation.



GROWTH STRATEGY
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BlG idea To build checks

and court more dinner customers,
McAlister’s has added a selection
of dinner platters like meatloaf. It
has helped boost comp sales by

3 to 4 percent.

and exterior. Unveiled in July 2000, the redesign
has boosted sales volume by double digits, says
Patrick Walls, McAlister’s senior vice president and
chief franchise officer. So far, 22 new stores, built at
a cost of about $650,000 each, feature the look, and
five existing stores have been remodeled at a cost of
$150,000 to $175,000 each.

DOING DINNER
Another significant change is the addition of din-
ner platters to the menu. Dinner already accounts
for 35 percent of sales, Friedman says, but those
are sandwich sales. To build checks and court more
dinner customers, the chain has added a selection
of platter meals, among them bone-in chicken and
meatloaf. The platters, at $8.99 each, are respon-
sible for improving comp-store sales 3 to 4 percent
since their rollout last fall, Friedman says.

The focus on the menu is crucial to franchi-

A remodel, which debuted last
year, softens the interior; sales
at remodeled stores have seen
double-digit sales increases.

A club sandwich, one of the
100-plus items on McAlister’s
menu, is the best seller,
accounting for 7 percent

of sales.
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EMPOWER
YOUR FIELD

To find out how, visit CL.adgiants.com.
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OCTOBER 28-30, 2008 e JW MARRIOTT HOTEL BUCKHEAD-ATLANTA

CHAIN LEADER LIVE IS AN INTERACTIVE FORUM WHERE CHAIN RESTAURANT EXECUTIVES
GAIN BUSINESS INTELLIGENCE AND INSIGHTS FROM THEIR PEERS, NETWORK WITH
KEY INDUSTRY PLAYERS AND SAMPLE INNOVATIVE MENU IDEAS.

THE ATTENDEES THE EXPERIENCE THE TAKEAWAY

CHAIN LEADER LIVE attracts chain Meet with experienced chain Learn proven, bottom-line-boosting

executives — CEOs, Presidents, restaurant executives and up-and ideas from industry executives

Vice Presidents, Directors — from all coming entrepreneurs.

functional areas including: Participate in breakout sessions led
Menu Development Attendees are your peers — chain by peers from marketing,operations,
Operations operators willing to share strategies technology, human resources,
Finance and ideas for better execution and finance and menu development
Marketing bottom-line growth.
Technology See the hottest concepts come to
HumanResources Enjoy a relaxed environment and life on stage
Design format with plenty networking time.

Franchising

FOR MORE INFORMATION CALL 630-288-8494 OR VISIT

THE
sPONSORS Gllens “‘Er/ D @ Ll . @ vAlsGEven IS Wasserstrom
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sees like Miller. “I am absolutely captivated by
McAlister’s food,” Miller says. “David [Groll, execu-
tive chef] has got fabulous enthusiasm for taste.”
Groll, former corporate executive chef at Arby’s,
was involved in product development and testing of
Arby’s Market Fresh sandwich line.

Franchisee Steve Davis, who with business part-
ner Brian Moore will develop stores in Arkansas,
also says the menu is key. “I have seen a commit-
ment not only to high-quality food but to menu
development and enhancement,” says Davis, who
left his post as senior vice president of operations
at Mazzio’s Corp. in June of 2007 to become a fran-
chisee of Mazzio’s, a Tulsa, Okla.-based pizza chain.
Davis and Moore will acquire a company-owned
McAlisters, then open their first unit later this year.
They will continue as Mazzio’s franchisees.

THE MAZZI0’S CONNECTION

In a curious twist, Davis is one of four McAlister’s
franchisees with a connection to Mazzios. Texas
franchisee Kelly Saxton once owned and operated
34 Mazzios; he sold them five years ago to focus
on McAlister’s. Former Mazzio’s President Craig
Bothwell now operates 12 McAlister’s locations

in Oklahoma and Kansas. Ridgeland, Miss.-based
franchisee Tommy Johnsey operates both Mazzio’s
and McAlister’s stores.

GROWTH STRATEGY

McAlister’s remodel entrenches its appeal to
women, who account for 65 percent of the client base.

BlG idea McAlister’s benefits from the

expertise of seasoned operators, who need
minimal hand-holding for site selection,
hiring, training and other necessities.

Unit volumes

rose 1 percent

to 2 percent
after McAlister’s
launched a rigorous
guest-satisfaction

program, which
includes both guest
research and staff
training.

Last year McAlister’s
cleared the menu board
of some slow-selling
sandwiches to make
room for new dishes like
the $7.39 Fiesta Chicken
‘-Q Salad.

O 'siuelD py 8002 ©

ACCELERATE
YOUR TIME TO MARKET

To find out how, visit CL.adgiants.com.
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Profiles in Growth: Wing Zone

n 2006, Marty Abercrombie left the Fortune 500 scene—
I where he had been working in merchandise planning for Saks
Department Store Group—and took the franchising plunge
with Wing Zone, a takeout/delivery chain with a menu featuring
25 flavors of chicken wings. “I felt like it was a great business
idea,” he says. Based in Tuscaloosa, Ala., he quickly became
the first Wing Zone franchisee to have a $1 million sales year
since the chain started franchising in 1999. He soon opened two
more units and plans to open another two by 2010. Here are his
thoughts on expansion and growth.

Q: What was your formula for success?

A: We focused on customer service, raised the pay for our
delivery drivers and invested money in marketing. | also got
more involved with the university, offering discounts during finals
and a "roommate special” with two baskets.

Q: Why did you decide to expand? .
A: | realized early on that | needed to either
grow or get out. Working in one store 24/7
was not what | wanted to do. The other
aspects—marketing, financing, personnel
development—are more exciting to me. |
also felt like it was the right time to expand
Wing Zone in this area, and | wanted to
lock down the development rights.

Q: How do you handle the extra locations?

A: Wing Zone's technology systems let me monitor things at home
on a PC via webcams in the stores, and dial into the POS systems.
That way you can keep your finger on the pulse of the business at
several locations without being there.

Q: How do you plan to improve?

A: I'd like to build more infrastructure and depth in the
organization, so as opportunities or crises dictate, we can move
people over and not miss a step. | want to build a company
where I'm loyal to my employees and they're loyal to me, and |
can give them opportunities for growth.

Q: What are your goals?

A: I'm trying to grow at a pace that's supportable and open one
store a year. I'd say the sales target for next year is to be over
$3 million.

Q: How do you see the landscape for multiunit and area
development?

A: | definitely think it's the way to go. If you're getting into a
business, really to be successful and compete, you've got to be a
multiunit operator.

Restaurant Sites Available Immediately for Lease

35 W. Ontario 6,800 sf. Fully equipped turnkey opportunity, very clean. Newly constructed. Occupancy

Chicago, IL

22 W. Ohio
Chicago, IL

Chain Leader I April 2008

286 with outdoor seating for 50. Valet parking garage on site. SEC Ontario & Dearborn.

2,305 sf. Some equipment, very clean, valet parking on site as well.

Great locations and addresses
Ground floor
Glass line on two sides

Exterior sighage
Window signage
Parking garage on site
Valet parking on site
20’ ceiling height
Open kitchen
Favorable lease terms

Call Bill Michael 630-288-2525 or
email: billm@commercialcreditcorp.net

UNITED REALTY & DEVELOPMENT
700 Commerce Drive, Suite 500
Oak Brook, IL 60523




Davis, for one, believes
the connection is more than
coincidental. Both brands,
he says, are similar in their
focus on food as well as
their “high touch” service
models. “Creating an expe-
rience where we interact
with guests is important in
both concepts,” Davis says.

EASY DOES IT

esting,” Miller says. B

Despite the experience of the new crop of multicon-
cept franchisees, McAlister’s insists that franchisees
progress slowly, allowing them to open only one
restaurant their first year in the system.

Their reaction? “They look at us like we have
three horns,” Walls says. Still, McAlister’ insists on
the conservative route. “The way we’ve grown is to
be very conservative,” Walls says. “Everything we
do, we go back to ‘will this make franchisees more
profitable, more successful?”

The concept, he adds, is “deceptively simple.” d ' t
While food preparation is not difficult (only baked a gla n S
potatoes and cookies are prepared on site), the ser-
vice element is. “If their table hasn't been ‘touched’
once or twice during a visit, customers feel they’ve
had a bad experience,” Walls explains.

Miller understands the slow approach, but
perhaps doesn't agree with it. “We can convince

them we can open a little faster,” he says. He says Foc Us o N
his Arby’s stores outperform the system; plus, “we TH E B I G P I CTU R E

invest heavily in our stores, in our people.”
Miller says he initially looked into becoming a Sign up for a demo of The Ad Giants ONE System™
franchisee of Jason’s Deli, a Beaumont, Texas-based
sandwich chain. Then he received a franchise flier
from McAlister’s in the mail and mentioned it to his
22-year-old daughter. “When my daughter said, ‘Oh
my God, McAlisters, thats fantastic,” that was inter-

GROWTH STRATEGY

McAlister's commitment to menu development has
attracted several multiconcept franchisees.

Phil Friedman (r.),
McAlister's chairman,
president and CEO, and
Patrick Walls, senior
vice president and
chief franchise officer,
say the competition
for successful franchi-
sees is fierce, and for
good reason. “They
are ready to go on Day
One,” Walls says.

Next Generation Marketing Services

for marketing brand management and you could

WIN A NEW FLAT-SCREEN TV.
Find out how at CL.adgiants.com.

OT1 'SIUEID PY 8002 ©
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MANAGEMENT REFERENCE/hy maya norris

Change-management tools can pave the
way for successful organizational transitions.

CHANGE Agents

hether its rolling out a new menu or

buying a restaurant company, change
can be uncomfortable, confusing and complicat-
ed. That’s why many executives have turned to
change management, a set of strategies designed
to smooth transitions and help employees accept
and embrace change. The 2007 Change Manage-
ment Survey Report from the Society for Human
Resource Management cited communication
breakdown and employee resistance as the big-
gest obstacles to change. Here are some of the
best ways to overcome those barriers.

CREATE A ROADMAP
1 ) Before launching any organizational
change, conduct an organizational
audit and develop a comprehensive plan, making

I

sure it aligns with the company’s culture.

When Seattle-based Restaurants Unlimited
Inc. announced in 2007 it would buy Portland,
Ore.-based Pacific Coast Restaurants, RUI put
together a transition team of key executives
from marketing, operations, human resources
and information systems as well as the CEO and
COO. They developed a plan to merge the com-
panies and identified roles for the key leaders.

“Identify the organizational structure that’s
needed to drive the transition, both the long-
term structure of the organization and also what

short-term support you need to get through the
transition activity,” says Lisa J. Anderson, vice
president of human resources at RUL

COMMUNICATION AND
Z) COLLABORATION

Clearly communicate what changes
will occur, why the change is important and how
it fits in with the company’ vision and mission.

Involve key stakeholders and encourage them

to think outside the box. “Allow people to make
mistakes,” Anderson says. “Have a good recovery
plan so that you don't get stuck.”

METRICS AND REWARD SYSTEMS
3) Measure the success of the change-
management process and reward
employees who meet or exceed those metrics.
For example, RUI planned to eliminate several
human resource and accounting positions at Pacif-
ic Coast Restaurants, but it needed those employ-
ees during the transition. So RUI gave them
monetary rewards if they met certain metrics.
When the employees left, RUI celebrated their
tenure with dinners, flowers and gift certificates.
While most companies offer monetary
rewards, don’t underestimate the power of a
compliment, says Ken Moore, president of
Ballston Spa, N.Y.-based Ken Moore Associates, a
management consultancy.

DEVELOP YOUR PEOPLE
4 ) To foster an atmosphere that embraces
change, companies should have
development programs that identify and train
potential leaders, says Grant A. Schneider, vice
president of human resources at Livingston,
N.J.-based The Briad Group, a franchisee of 43
Wendy’s and 70 T.G.I Fridays.

Moore says companies should pay for college
courses so employees learn about the industry
and the environment it operates in. He says that
leads to curious employees who look for better
ways of doing things. B

resources

& LINKS

SOCIETY FOR HUMAN
RESOURCE MANAGEMENT
conducted the 2007
Change Management
Survey and encourages
companies to have their
HR professionals take the
lead in change initiatives.
www.shrm.org

WHARTON CENTER FOR
LEADERSHIP & CHANGE
MANAGEMENT conducts
research and offers semi-
nars on leadership and
change. leadership.wharton.
upenn.edu/welcome/index.
shtml

THE CHANGE MANAGE-
MENT LEARNING CENTER
offers books, articles, re-
search, training and class-
es on change management

and related topics.
www.change-management.com

HUMAN CAPITAL INSTITUTE,
global think tank and
professional association
that conducts research and
offers educational programs
in talent strategy, measure-
ment and retention.
www.humancapitalinstitute.org

CHANGE MANAGEMENT
BLOG, by Holger
Nauheimer, a manage-
ment consultant, director
of the Change Facilitation
Associates Network and
creator of The Change
Management Toolbook.
www.change-management-blog.
com

CHANGE MANAGEMENT
MONITOR, a portal to
books, Internet sites and
other material relating to
change management.
www.change-management-
monitor.com

ON THE WEB: For more tools on handling change, check out The Change Management Toolbook at www.change-management-toolbook.com.
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SPECIAL ADVERTISING SECTION Franchise Developer
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Legendary Pit Bar-B Que"

FRANCHISE/A'WINNER!

Experienced multi-unit restauranteurs with a desire
to be Famous and develop a minimum of five units,
please contact Jim Schwitzer 800-210-4040 x1343 or
jim.schwitzer@famousdaves.com.

Franchise offer made by prospectus only. famousdaves.com

Do You Want Improved Return
On Your Franchise Advertising?

The
ORIGINAL

Fast Casual

Chain Leader’s Sales ADvantage~ Delivers!

Sales ADvantage ™ Delivers On Five Key Points

e 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, titlej locatifm
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 * An American restaurant icon — for 50 years!
lead is not generated.
. . _ L ) *The ONLY steak, seafood & salad concept
e Purchasing Intention ‘We then ask subscribers if they will be . s o
evaluating new Franchise Opportunities in in the ‘“fast casual Segment

the next 6 months. If the response is “ Yes” the
leads are forwarded to advertisers.

* Contemporary new restaurant designs

* Flexible service and build-out options
leads via e-mail within 10 days of issue date. ° Strong sales-to-investment ratio

e Timing You will receive these completely qualified

For more information, contact: FOR FRANCHISE INQUIRIES:

James McMurray
630-288-8467

Email:
jmcmurray @reedbusiness.com

April 2008 I Chain Leader



SPECIAL ADVERTISING SECTION

PIZZA, BEER =~
PROFITS!

GETTO 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.

Chain Leader I April 2008
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ARE YOU HITTING A

5

JIM McMURRAY

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

b
Nobody dreams of

having multiple /
sclerosis.

Some dreams are universal: hitting a
ball over the Green Monster; winning the

. World Series with a Grand Slam in the bottom

ofithe ninth inning. Finding out that you have
MS is'not one of them.

Multiple sclerdsis is a devastating disease
of the central nervous system where the
body's immune system-attacks the
insulation surrounding the nerves.

It strikes in the prime of life —an
changes lives forever.

The National MS Society funds
more research and provides more
services for people with MS than

any MS organization in the world.
But we can't do it alone.

To help make the dream of
ending MS come true, visit us
online at national'1=society.org,
or call 1-800-FIGHT MS.

NATIONAL
MS MULTIPLE SCLEROSIS
SOCIETY

/\




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

FOOD & BEVERAGE

Allen Canning Co. p. 13. A full line of canned
vegetables and fruits. Call (800) 234-2553 or
visit www.allencanning.com.

Basic American Foods p. 3. A line of conve-
nient heat-and-serve mashed and cut pota-
toes. Call (877) 493-7766 or visit the Web site
at www.haf.com.

Bush Brothers & Co. p. 1. Signature baked
beans and other products. Call (800) 251-
0968 or visit www.bushbeans.com.

Red Gold Inc. Inside Front Cover. Value-priced
tomato ketchup. Call (888) 733-7225, ext. 60
or visit www.redgold.com/fs.

Rich Products Corp. Back Cover. Dessert top-
pings and other food products, plus custom
solutions for restaurants. Call (800) 45-RICHS
or visit www.richs.com.

Tree Top Inc. p. 29. Premium fruit ingredients
for salads, entrees, desserts and more. Call
(800) 367-6571 x1552 or visit the Web site at
www.treetop.com.

EQUIPMENT

Alto-Shaam Inc. p. 20-21. Energy-efficient
foodservice equipment including ovens,
holding cabinets, fryers, rotisseries and
chiller/freezers. Call (800) 558-8744 or visit
www.alto-shaam.com.

Bunn-0-Matic Corp. p. 9. Coffee, espresso and
other beverage-equipment solutions for
restaurant operations. Call (800) 637-8606 or
visit www.bunn.com.

Eagle Group p. 23. Floor-track system for
wire or polymer shelving and other foodser-
vice equipment. Call (800) 441-8440 or visit
www.eaglegrp.com.

Hatco Corp. p. 15. Manufacturer of a full line

of foodservice equipment such as holding
cabinets and warmers. Call (800) 558-0607 or
visit www.hatcocorp.com.

Server Products Inc. Inside Back Cover. Food-
warming, serving and display equipment.
Call (800) 558-8722 or visit the Web site at
www.server-products.com.

SUPPLIES/SERVICES

Ad Giants p. 37, 39, 41, 43. Web-based system
provides local-store ad customization and
control of brand standards. Call (866) 234-
4268 or visit www.CL.adgiants.com.

VENDOR EXGHANGE)

Cambro Manufacturing Co. p. 7. Durable
plastic products for service, merchandising,
warewashing and storage. Call (800) 833-
3003 or visit www.cambro.com.

Carter & Burgess p. 16. Architecture, engi-
neering and planning firm whose services
include site development, refrigeration and
environmental graphics. Call (800) 624-7959
or visit WWw.c-h.com.

DIRECTV/Hughes Communications Inc. p. 10-11.
Television and audio programming, plus
back-office communication. Call (310) 964-
5311 or visit www.directv.com/business.

Emuamericas p. 34. U.S. sales and distribu-

tion of emu metalware chairs and tables.
Call (800) 726-0368 or visit the Web site at
www.emuamericas.com.

Franklin Machine Products Co. p. 17. A line of
replacement machine parts and accessories.
Call (800) 257-77317 or visit the Web site at
www.fmponline.com.

Globe Food Equipment Co. p. 34. A line of
slicers, vegetable cutters, mixers, meat
choppers and scales. Call (800) 347-5423 or
visit www.globeslicers.com.

QSR Automations p. 35. Kitchen and dining-
room management systems. Call (502) 297-
0221 or visit www.gsrautomations.com.

Wal-Mart Stores Inc. p. 23. Real-estate
opportunities for outlots with high traffic.
Call (479) 204-2020 or visit the Web site at
www.wal-martrealty.com.

FRANCHISING

Franchise Developer p. 42, 45, 46. News

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

Peter Piper Pizza p. 28. Regional family-
dining and entertainment concept is poised
for expansion. Call (480) 609-6413 or visit
www.peterpiperfranchise.com.

EVENTS/EDUCATION

Chain Leader LIVE p. 40. Trend-forward
insights from the pages of Chain Leader.
For more information, call (630) 288-8201
or visit www.chainleader.com.

NRA Educational Foundation p. 38. ServSafe
food-safety training and certification pro-
tects customers and business. Call (800)
ServSafe or visit www. servsafe.com/assess/CL.

Classified
Advertising

CoMPUTER 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) 957-2300  7ranchise.
www.ifranchisegroup.com (” Group

ADVERTISE

TODAY!

HINIHE

Jim McMurray

PHONE: FAX:
630-288-8467 or  630-288-8467

www.chainleader.com
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O/by monica rogers

Best in SHOW

The winning recipes from Food Network’s
“Ultimate Recipe Showdown” make their
way onto T.G.l. Friday’s menus.

hain Leader spoke with T.G.1. Friday’ the

week it launched a multimillion-dollar

promotion with cable televisions Food

Network in February. Spotlighting home

cooks, Food Networks “Ultimate Recipe

Showdown” program features nine finalists
competing in three recipe categories under one food theme
each week for six weeks. Every week the show chooses a
winner, who receives $25,000 and has his or her recipe fea-
tured on T.G.I. Friday’s menus for a week. Here’s what Scott
Randolph, senior director of culinary research and develop-
ment for the chain, had to say about the competition, adapt-
ing the recipes to fit T.G.1. Friday’s menus and more.

Featuring winning home cook recipes from Food Network’s
“Ultimate Recipe Showdown” on T.G.l. Friday’s menus
sounds like a lot of fun. What prompted the idea?

T.G.I. Friday’s has been looking at the opportunity to team

Chain Leader I April 2008

Scott Randolph, with the Food Network for a while. We've
senior director of  })0ep) (esting concepts of this nature for a
culinary research
and development
for T.G.1. Friday’s,
is adapting the
winning recipes
from the Food
Network’s
“Ultimate Recipe

long time, such as a “best of” competition,
so we believe this partnership really works
and is going to be successful for both of us.

The inaugural show aired Feb. 17 and
focused on three chicken recipe catego-
Showdown” to ries. What were your impressions of that
fit the chain’s first show and the dish that won?
menus. It was a very close competition, which
was really cool, but I'm really glad
Amparo Alam’ recipe for Peruvian Herb-Roasted Chicken
won. Everybody does gumbo and a lot of people do beer-
can chicken, but who do you know that does a Peruvian
Herb-Roasted Chicken?

How did you adapt it for Friday’s kitchens?

We stayed with the exact same flavor profile that Amparo
created. The wonderful cumin, olive oil, garlic, and all those
herbs and seasonings and flavors that she used, we actually
used in our recipe. Adapting the dish to work in 600 stores
consistently, we removed some of the herbs she used during
the roasting process, adding them on at the end, so we're
still getting that true rich green color on every single piece
of chicken.

What goes on the plate with the chicken?

Amparos recipe called for yucca fries, but we didn't think
those were ready for prime time. But it just so happens
we've been working on sweet-potato fries for almost three
months now, and they were a perfectly natural fit for this
product. There’s also a cup of ahi-pepper sauce that goes on
the plate that gives a nice bold sweetness up front and then
a lingering heat.

How will you promote this dish and the other winners?
Following the next six Sunday shows, the menu will have
inserts about the winning items and information about the
people behind the recipes. We'll also be doing POP on tables.
Our national advertising team has also shaped a commercial
that centers around the show’ host, Guy Fieri, and the fact
that the only place you can get a taste of the “Ultimate Recipe
Showdown” recipes is at T.G.1. Friday’s.

Does this promotion signify a new direction

that you may go with your limited-time offers?

This is just one step further in the right direction. Instead
of being “It’s all about bacon” or “It’s all about garlic,” this is
almost like a food-a-pallooza. It’s the next stepping stone

to educate guests on new and interesting products. B

ON THE WEB: Read or listen to a downloadable extended interview with Scott Randolph at www.chainleader.com.

Photo by John Wong



The Signature Touch™ Topping Warmer keeps syrups and sauces S E RVE R

at the perfect serving temperature. Includes three |6-oz. bottles. gy
Easily give desserts, entrees and drinks your Signature Touch. TN /
Call 800-558-8722 or visit signature-touch.com.

INNOVATION IS SERVED™

%

©2008 Server Products Inc.




FOR G2 YEARS,
WE HAVE NEVER RESORTED

TO EMPTY PROMISES.

5 o y “‘.:_..‘ . . . .
h our new D-Disc;" gives you almost "
g <

on a D-Disc™ and slide it down as you go. It's a
iy ' § o
al _;mnovatlon from the leader. 800-45-RICHS.

CARING FOR CUSTOMERS
LIKE ONLY A FAMILY CAN®

©2008 Rich Products Corporation





