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It’s the biggest giveaway item in the
restaurant business. Billions of ketchup
Portion Control Packets are handed
out each year, so why pay more for
something you give away?

With color, texture and flavor that
we dare you to compare to the other
national brands, Red Gold®
Tomato Ketchup has the premium
quality Portion Control Packets
that will please your customers —

at a cost you can afford.

Premium Quality Ketchup

Without the Premium Price.

.; Call 1-877-748-9798 ext. 1630, and save up to

s pll $100 on your first order of Red Gold Ketchup PCs
Y

3 Red Gold is a registered trademark of Red Gold, LLC. Elwood, IN @
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CONSUMER PULSE/by mary boltz chapman

A Narrow
RACIAL Divide

y many measures, black, white, Asian

and Hispanic diners are pretty similar.
For example, all have reduced their restaurant
visits in the economic downturn. But there are
differences, according to Restaurants & Institu-
tions’ 2009 New American Diner Study.

For example, when asked how many times

a week they typically purchase a meal away
from home, 12.5 percent of black respondents
said zero, while 8.7 percent of white, 4.3 per-
cent of Hispanic and 3.8 percent of Asian cus-
tomers said zero. The mean number of visits
in a typical week was 3.51 for black, 2.79 for
white, 4.03 for Hispanic and 4.25 for Asian
respondents.

SEGMENT SLICES

The type of restaurant preferred also varies.
More than four in five white consumers (85.6
percent) had gone to a casual-dining restaurant

In its 2009 New American Diner research,
Restaurants & Institutions asked what types of
cuisines consumers would like to see more of
on menus. Here are the Top 10 responses.

. Mexican
. Chinese
. Barbecue
. Southern
. Japanese
6. Greek 229
. Spanish
. Thai
. Mediterranean
10. Caribbean

Source: Restaurants & Institutions’ 2009
New American Diner Study
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ON THE WEB: For additional New American Diner Study data, visit www.rimag.com.
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Consumer research looks at some of the differences—
and similarities—among people of different races.

in the past year; 80.5 percent of Asian, 77.5
percent of Hispanic and 72.0 percent of black
consumers said the same. And although 75.9
percent of Hispanic respondents visited a fam-
ily-dining chain, the figure was 72.8 percent for
Asian, 71.7 percent for white and 62.4 percent
for black respondents.

The difference in the percentages of those
using fast-food restaurants in the past year was
statistically insignificant: 90.2 percent of Asian,
88.9 percent of black, 88.5 percent of white and
88.4 percent of Hispanic respondents did so.

ECONOMIC IMPACT

While Hispanics were more likely to say they
were affected by the economic downturn (only
13.9 percent said it had no impact, vs. 22.1
percent of Asian, 22.5 percent of white and 23.4
percent of black consumers), they were more
likely to cut back on entertainment (66.7 per-
cent did vs. the overall average of 59.7 percent)
than reduce dining away from home (59.9 per-
cent did vs. 58.7 percent overall).

Asian customers were most likely to increase
their use of restaurants offering special deals
(55.5 percent did vs. 45.2 percent of all respon-
dents) and increase their use of coupons (42.8
percent vs. 34.3 percent of all).

DINING CHOICES

Almost three-quarters of black consumers
(73.5 percent) agree with the statement, “I'd
rather choose my own sauce, dressing or top-
ping than have choices predetermined on the
menu.” The overall average agreeing was 67.8
percent.

White customers tend to prefer individual
servings over family-style meals: 74.0 percent,
vs. 56.1 percent of black, 55.8 percent of His-
panic and 48.8 percent of Asian respondents. B
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FOODS

AN ACH/ADM COMPANY

We’ve taken over two centuries of experience from ACH and ADM
and blended them together to form Stratas Foods. With our
technical expertise, global sourcing, and production facilities across
North America, Stratas Foods provides the customer service and

product innovation you expect from the newest leader in edible oils.

©2009 STRATAS FOODS * WWW.STRATASFOODS.COM a 1.888.404.1004
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Diversity
of Thought

Don't just think in black and white.
This issue looks at diversity from
several perspectives, including
locating in underserved areas,
marketing to a new psychographic,
avoiding coworker age stereotypes
and appealing to ethnic audiences.
Epitomizing diversity efforts, Antonio
Swad, CEO of Pizza Patron, is laser-
focused on the Hispanic market.

15 GROWTH STRATEGY

Serving the Underserved

Minority populations are growing, and forward-thinking
operators are seeing who their future customers and fran-
chisees will be. Franchisors like Pizza Pan and NexCen
Brands explain how ethnic and urban markets suit their
expansion plans.

By David Farkas

16 ON THE COVER

Know Your Audience

Pizza Patron serves Mexican customers and the
communities they live in. CEO Antonio Swad explains
how the tight focus has broadened the fast-food pizza
chain’s appeal.

By David Farkas

20 RESTAURATOUR

Energy Bar

Smokey Bones’ redesign,

with elements of the lodge look
removed, makes the former
barbecue hub a hot spot for
a new audience for the
chain: “social starters.”
By Lisa Bertagnoli

24 TECHNOLOGY

That Personal Touch

Using translation software for marketing pieces and
training manuals is helpful, but it has its limitations.
Here’s what works and what needs a human touch.
By Lisa Bertagnoli

28 NEW PRODUCT PIPELINE

Savvy Spice
Quick-service restaurant chains search for the menu
sweet spot: items and ingredients that appeal to ethnic
palates and mass markets alike.
By Monica Rogers

34 LIQUID MEASURE

A Latin Twist

Restaurant brands of all stripes
have taken Latin cocktails as their
own, leading to new blends and
authentic innovation.

By Mary Boltz Chapman

36 STORYBOARD

Many Cooks in the Kitchen

El Pollo Loco has long courted a Spanish-speaking clientele.
Its newest campaign elevates the chain’s cooks to masters,
giving them personality through use of different Hispanic
music types.

By Margaret Littman
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EDITORIAL

Empowerment

C

know what you're thinking:
The theme of this issue is
diversity and they still put
a white guy on the cover.
What gives?

We couldn’ find a better
example of a growing chain that serves
an underserved market with such a
high level of focus and depth than Pizza
Patron, and CEO Antonio Swad is very

LLENGE

close friend, a middle-age white man, is
in a diversity class that has him learn-
ing things about working with other
races, ages, genders, gender preferences,
socioeconomic levels, etc., that he never
learned in business school. Though he’s
a fairly liberal and generous guy, there
are perspectives and experiences that he
never dreamed of.

The power that he unknowingly

White men: It might be slowly changing, but
you're still in charge. But with that power
comes the responsibility to use it for good.

wielded as a middle-
class white man has
him humbled. I don’t
think that’s the reaction
he should focus on; I

much the face and day-to-day leader of
the brand. We weren't going to not use
him just because he’s a white guy.

LEARN FROM EXPERIENCE

Those of us who are not white men

still need their support. If you look at

the Women’s Foodservice Forum, for

example, you'll find a far greater per-
centage of men serving on the board

than men as a percentage of the

whole membership. If that
sounds unbalanced, maybe
it is for now. But the orga-
nization needs and wants
to take advantage of all the
” knowledge and executive
experience it can get out of
volunteers, so it would
be foolish not to
accept the help.
There is a lot to
learn both ways.
In his graduate
social-work
program, a

think he should use that
power for good. Now he’ learning to
ask questions or delve a little deeper to
try to understand clients better, even at
the risk of offending them.

WHAT ARE YOU MISSING?

If you relate that to a business situation,
you might see that you're operating
just fine, relatively speaking. The way
you've always done things is the way
you do things. But perhaps there are
whole groups of customers that you're
not even aware you're not serving.
Maybe your franchise marketing doesn’t
reach large numbers of businesspeople
eager to invest in something with bricks
and mortar and measurable results.

Embracing diversity isn't just the
right thing to do. In this operating envi-
ronment, you need all the varied input
you can get to attract all those potential
franchisees and customers.

Take a lesson from my friend. Start
investigating what you don’t know; ask
the hard questions in a sincere way; and
then use your power for good. B

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

BIG

ideas

“It were not best that we

should all think alike; it

is difference of opinion

that makes horse races.”
—Mark Twain

“Differences challenge
assumptions.”
—Anne Wilson Schaef

“We have become not
a melting pot but a
beautiful mosaic.
Different people,
different beliefs,
different yearnings,
different hopes,
different dreams.”
—Jimmy Carter

“One man’s religion
is another man’s
belly laugh.”

—Robert Heinlein

“We all live with the
objective of being
happy; our lives are
all different and yet
the same.”
—Anne Frank

Mary Boltz Chapman
Editor-in-Chief
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UPFRONT

Franchisee Fan Favorites

If it's true that the recession’s depth
depends on consumer confidence, then
perhaps a restaurant brand'’s health
depends on franchisee confidence.

Franchise Business Review, a
market research firm based in Kittery,
Maine, has announced the winners
of its annual Franchisee Satisfac-
tion Awards. The research identifies
115 companies, several of which are
restaurant concepts, that have very
strong franchisee satisfaction.

More than 300 franchise brands
registered to participate; those brands
represent 65,000 franchisees in
North America. Franchise Business
Review surveys the franchisees on
topics such as training and support,
system quality issues, the franchisor
relationship, financial opportunity
and overall experience. It then ranks
companies based on a formula includ-

ON THE MENU

Rites of Spring

Spring means baseball,
red-breasted robins and
fresh asparagus. At many res-
taurant chains, spring brings a
chance to shake up the menu.
Hooters’ spring menu

aims to please basketball fans
with appetizers big enough

to share—Tlike potato chips
covered in blue cheese, bacon,
diced tomatoes and green
onions—and seafood items
such as a Blackened Mahi
Sandwich and bite-size grou-
per with cornflake breading
for customers who observe
Lent. The Atlanta-based chain
has 450 units.
Houston-based Joe’s Crab
Shack has added a line of
sharable Steampots in
its 120-plus locations.
Options include the
Orleans, with craw-
fish, shrimp, andouille
sausage, corn and
potatoes; and Joe’s
Steampot with Dunge-

@ AuntieAnne’s

ing satisfaction score, system size and
rate of franchisee participation.

The winner among large systems of
more than 200 units is Heaven’s Best,
a Rexburg, ldaho-based carpet and
upholstery cleaning service. The mid-
size (50 to 200 units) winner is Truly
Nolen of America, Tucson, Ariz.-based
pest control service. Personal Training
Institute, a fitness training service op-
erating in New York and Pennsylvania,
is the top franchisor under 50 units.

potatoes and corn.

Fondue.

ness crab, snow crab, boiled
shrimp, smoked sausage, new

Tampa, Fla.-based, 142-
unit The Melting Pot features
Tuscany in its latest Big Night
Out four-course fondue menu.
The cheese course, Quattro
Formaggio, blends fontina,
Gruyere, Gran Queso and
fresh mozzarella with roasted
garlic, basil and tomato pesto.
After caprese salad, the main
course features meats with
Florentine flavors. For des-
sert: Milk Chocolate Tiramisu

Seattle-based, 550-unit
Seattle’s Best Coffee launched
a seasonal latte, the Blackberry
Creme Latte. Featuring espres-
so with blackberry flavors
and “a hint of floral notes,”
it's topped with steamed milk,

Restaurant concepts, with FSA rank,
among the top large systems
(more than 200 units):

4. AUNTIE ANNE’S
14. NATHAN'S FAMOUS
21. EL POLLO LOCO
22. BRUEGGER'S
23. CHURCH'S CHICKEN
35. PERKINS
40. SIMPLE SIMON’S PIZZA
42. EINSTEIN NOAH

Top midsize systems (50 to 200 units):
19. MARCOQ'S PIZZA

21. SALAD CREATIONS

23. GREAT WRAPS

31. SUBMARINA SANDWICHES

Under 50 units:

6. WINGS OVER
17. HUHOT MONGOLIAN GRILL
24. PAUL REVERE'S PIZZA

a sprinkle of citrus-berry-
infused sugar and white-
chocolate sauce.

Schlotzsky’s, the 365-unit,
Austin, Texas-based sandwich
chain, is promoting a trio of
baseball-themed Big League
Clubz: the Ham 'n Turkey
Club (pictured), Chick 'n Tur-
key Club and Beef 'n Bacon
Club sandwiches. Customers
can collect baseball cards for
a chance to win prizes, and
online, they can sign up to
win a trip to the All-Star game.

Dallas-based salad-bar
concept Souper Salad is pro-
moting a “Seaside Getaway”
in its 82 units. Fish tacos,
seafood bisques and chow-
ders, and salads with a vari-
ety of seafood toppings are
included in the price of the
salad bar. B




INTERNATIONAL

Franchisors Remain
Upbeat About Dubai

For months there had been
speculation that Dubai’s real-
estate bubble was ready to burst. It did
in January, tanking real-estate prices

by 30 percent and putting the kibosh
on the large construction projects that
turned the city into one of the Middle
East's—and certainly the United Arab
Emirates’—most glamorous (and safest)
playgrounds.

Predictably, the downturn
has led to an exodus of foreign-
ers, who comprised most of the
city’s population. The govern-
ment is reported to be cancel-
ing residency visas at the rate
of 1,700 a day, almost three
times as many as a year ago.

As grim as things appear,
the situation hasn't signifi-
cantly dimmed the hopes of
two Atlanta-based restaurant
franchisors with units in Dubai.

IT’S HELPING,

NOT HINDERING

“The downturn is actually go-
ing to help us,” declares Zack
Kollias, senior vice president,

international operations, for

Church’s Chicken, which does busi-
ness as Texas Chicken in the Middle
East. “We will not have trouble finding
construction people, who before didn’t
want to work on small projects like a
restaurant.”

Church’s Middle East franchisee,
Saudi Arabia-based The Olayan Group,
recently opened a restaurant in Dubai
and has plans to open two or three more

Despite the
collapse of the

in 2009, says Kollias.
He isn’t worried

::rl;:t?:bai about the sudden
remain; a absence of deep-pock-

eted foreigners, either.

Customers at the
restaurant brands, ) 0|9 restaurant
franchisors claim. .

were locals with deep
pockets. He describes them as “middle-
to upper-class” people who haven’t been
affected by the slump.

viahle market
for American

NO LAYOFFS
Many foreigners on their way out have
been sacked by their employers. Not so
at Cravia Inc., the Dubai-based fran-
chisee of Cinnabon and Seattle’s Best
Coffee. “We haven't laid off anyone or
cut down salaries,” says Cravia CEO
Walid Hajj.

“We're OK,” he adds. “I look at re-
ports every day expecting something
to happen. We have not witnessed it
yet.” Still, Hajj expects to open nine units
this year, compared with 16 in 2008.

“We were comping 15 percent to
20 percent last year; now it's 5 percent
to 6 percent,” he explains. “We have put
a hold on new expansion.” Hajj believes
the per-person ticket average of $5.50
to $10 keeps his franchised concepts
affordable. —David Farkas

TALKBACK

Diving for Dollars

Open a new concept in this
economy? You’d have to be
crazy. Chain Leader blogger
Lane Cardwell found two crazy
restaurateurs, both of whom
debuted restaurants in Dallas
in the past month.

Following the trends of
comfort food and affordable
prices, Chef Kent Rathbun
has opened Rathbun’s Blue
Plate Kitchen. Though his
concepts Abacus and Jasper’s
receive a high per-person
check ($100 and $50,

Spoonbread.

respectively), Blue Plate
Kitchen’s tab is about $30.
The menu includes Niman
Ranch Beef Rib Pot Roast
and Heirloom Corn-Chipotle

Similarly, Phil Romano and
partner Joe Palladino have
opened Nick & Sam’s Grill, an
offshoot of the $70-a-person
Nick & Sam’s Steakhouse.
The menu also features tra-
ditional comfort food, such
as Grown Up Grilled Cheese
and Homestyle Meatloaf,

PODCAST

and most entrees range from
$7 to $12.

“For watching trends, there
is nothing more revealing than
to watch what a new concept
opens with in food and look,”
Cardwell writes. “Existing
restaurants and chains have
to evolve with new trends and
designs; they don’t have the
luxury of just starting over
every three to five years.”

Check out Cardwell’s
blog, “The Next Big Thing,”
at www.chainleader.com.
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UPFRONT

“CPK is my
dark-horse stock
because it’s not
getting any credit
for its [licensed
frozen-food]
business, which
has nothing to
do with same-
store sales, the
four walls or

the recession.”
—Nicole Miller Regan

Chain Leader | January 2009

ONTHE MONEY

Slow Growth!?
WORK the Posrtives

icole Miller Regan, senior research ana-

lyst at Piper Jaffray in Minneapolis, says
the best-run chains clean up balance sheets and
promote senior execs when growth isn't in sight.

Let’s begin by talking about the best
management teams in your group.

1 always go back to [CEO] Jerry Deitchle at BJ’s
Restaurants. He’s been able to take in the eco-
nomic pressures and then funnel them down to
his concept with a balanced approach. I would
also credit PE Chang’s with staying true to its
core message and brand and quickly cleaning
up the balance sheet. Finally, Panera has been
extremely transparent, which has given them

a lot of credibility.

What do you make of the promotion of

Bert Vivian to co-CEO at P.F. Chang’s?

Bert is a critical part of the puzzle. He has
always been [CEO Rick Federico’s] right-hand
man, and the promotion is a testament to
[Bert’s] success. [Rick] may be grooming him
for bigger and better things to come.

Chipotle elevated President Monty Moran

to co-CEO at the same time.

Monty’s promotion was clearly more operational
in nature. Because he has been successful oper-
ating and managing the store-level process, 1
think [Chipotle] is saying, “Now we’d like to use
[Moran] as a strategic tool.”

Do these promotions help the stock price?

I don’t know if it moves the stocks in the short
term. Long-term investors take these changes
seriously. The promotions were perceived posi-
tively by the Street.

Where are these companies positioned in
terms of balance sheets?

Chipotle and Panera have pristine balance
sheets. Both carry a nice cash balance and gen-
erate a whole lot of free cash flow. PE Chang’s
balance is going to rebound. Their cash-flow
yield is going from 5 percent to 15 percent.
Debt is minimal and will be completely extin-
guished by year end.

Will anything produce a near-term

rebound for these companies?

1t’s all macro today. Look at industry-specific
factors driving the group. Take commodities,
for example. Costs are very benign, and the
group is down and not up. The stocks are not
trading on company-specific fundamentals or
industry factors that today are probably more
positive than negative. Instead, they are trading
on consumer confidence, the personal savings
rate and gas prices.

| guess asking if stocks are fairly valued

on fundamentals seems ridiculous.
[Laughter.] We've tried to slice and dice past
recessions to compare the situation today,
keeping in mind it’s not apples to apples. Our
research shows that what had been a historic
[P/E] low of 15 times in the past now bottoms
out at 9 times. That figure has tended to set
off a little recovery rally that so far has been
short-lived.

Yet that could be an incredible

buying opportunity.

If you look out over time, this group trades at
1 to 2 times a PEG [P/E to growth ratio]. But
now there’s no growth. Still, if you believe the
economy recovers and these companies grow
again, they are trading a massive discount to
that 1 to 2 PEG. To anyone operating under
the belief that recovery will happen, its a
great buying opportunity. —D.F.

IN THE WORKS: Miller Regan believes the QSR sector will retain today’s dominant market share after the recovery.




Follow the
Green Jobs

Look at it from the prospec-

tive employee’s point of view.

So-called “green-collar” jobs
are hot, and employees with
an interest in sustainability
are applying. Fast Company
outlined methods to break
into the green biz. Reverse-
engineer these tips to recruit
your own green-minded
team.

®Remember that no one is
an expert, and it's OK to
start at the bottom and hope
to rise quickly.

®Get ready to learn, learn a
lot and continue learning.
®(Opt for nimble over name-
recognition: There are better
odds of having an impact
more quickly in a smaller
organization.

®Take the green temperature
at the top. If the executive
team isn’t committed to
green, it isn’t going to
happen.

BIG dea

Build your company’s
green reputation

by getting quoted

in the media and
specifically outlining
environmental efforts
on the company
Web site, including
on help-wanted
pages. However,

as in consumer
marketing, avoid
“greenwashing.”

ECONOMY

LIGHT

Four out of five middle-market
executives believe that the financial
crisis will bottom out this year. A study of
C-level and senior executives at middle-
market companies (those with annual
revenues between $24 million and $1
billion), reveals 28 percent predict it will
happen within six months, and 52 percent
say it will happen in six to 12 months.

Financial-services firm CIT Group Inc.
released the report, “U.S. Middle Market
Outlook 2009: Navigating the Credit
Crunch,” in March. The study is based on
150 surveys of executives responsible for
finance, strategy and business develop-
ment, or general management at compa-
nies in many industries, including energy,
health care, retail, manufacturing and
consumer goods.

“In the face of one of the most chal-
lenging financial crises in generations,
middle-market executives remain cau-
tiously optimistic about the market’s
recovery as well as their own prospects
over the next 12 months,” says Jim
Hudak, co-head of corporate finance at
New York-based CIT.

THE STUDY ALSO FOUND:

* A majority of middle-market executives
expect their revenues to be stable (23 per-
cent) or to grow (41 percent). Thirty-six
percent said their revenues would decline.
*Of those who expect their revenues to
grow, 73 percent said they would achieve
this growth by improving their operating
efficiencies as they manage their cash flow
and spending more effectively.

* Thirty one percent of respondents said

they would use financing toward working
capital needs and put off investments such
as equipment (21 percent) and new tech-
nology (16 percent).

* About one-third of executives plan to
cut capital expenditures, and another
third plan to keep them at the same level.
*To cut costs, more than half expect to
reduce staff levels, and 38 percent plan to
cut back on research and development.

e Fully 40 percent said that changes in
the availability of financing would have a
negative impact on their business. B
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UPFRONT

BJ's Restaurants
employees can
swap shifts or ask
for time off simply
hy texting.

TECHNOLOGY

BJ's Employees
ust Phone It In

Restaurant managers are used to getting calls
and notes from employees about work sched-
ules, but it5s a royal pain because attention to these
matters wastes time.

“There’s no other industry I know of where
employees call to see if they’re coming to work next
week,” says Christopher Muller, a restaurant man-
agement professor at University of Central Florida’s
Rosen College of Hospitality Management. “Dealing
with it takes enormous amount of time.”

Not at BJs Pizzeria & Brewery, declares Nanette
McWhertor, vice president of operations support
and restaurant openings at the Huntington Beach,
Calif.-based casual-dining chain. Its employees send
text messages from Web-enabled phones to a labor-

management system when they want to swap

shifts or request time off, she says. The announce-
ment is then dispatched to the units employees.

To check a work schedule employees access a
Web site. “Its the most dynamic tool we have—there
is no one who can't go into it,” she says, adding that
managers now have more time for on-duty hourlies.

A SIMPLE YES OR NO

Managers simply respond to pending text messages
and either approve or don’t approve the swap. “If
the manager declines it, the message goes back to
original team member,” McWhertor explains. “If he
accepts it, the other team member gets notified that
they have the shift.”
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Managers aren't likely to approve swaps
unless they are between similarly skilled work-
ers. A cocktail waitress, for instance, isn't likely
to win approval if a new employee tries to pick
up her hours. Nonetheless, the system saves
employees time. “You don’t have to ask or call
20 people,” McWhertor says.

TOTAL APPROVAL
The labor-management technology, rolled out
companywide in 2006, got no pushback from
staff. “They were thrilled to have access to
work,” McWhertor says. Most BJ’s employees
are 18 to 24 years old and regularly send and
receive text messages, she adds.

Besides generating “a fascinating number

of reports,” McWhertor says BJ’s uses the tool to

notify employees of special events. “Right now
we have a big [sales] contest,” she says. “The

first three times they access their schedules, they
get a blast saying, ‘Hey, make sure you are com-

peting in this contest.” —D.F.

America’s TOP 10 Healthiest
Fast-Food Restaurants

n its March issue, Health magazine named the Top 10 Healthiest

Fast-Food Restaurants. It looked at the 100 largest chains based
on number of locations and scored each on factors such as use of
healthy fats, sodium counts, availability of nutrition information
and use of organic products.

. Panera Bread

. Jason’s Deli

. Au Bon Pain

. Noodles & Company

. Corner Bakery Cafe
. Chipotle

. Atlanta Bread

. McDonald’s

. Einstein Bros. Bagels Although it offers plenty of choices that wouldn’t be
labled “healthy,” Panera Bread was praised for
. Taco Del Mar having a wide variety of healthful items.
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Our new chicken sliders
but big value in a little bun.

perfect % The “mini” trend is huge. And when it comes

to value, so are our new breast fillet sliders...

‘ & answers" whole muscle breast meat, surrounded by our

Southern Select™ coating. They’ll please your

customers — and your profitability — in a big way.

\ o) il [ .© i) ; — /7'/®
Making the chicken that makes your menu.” %m /(6' Dush

For more information visit: www.perfectanswerschicken.com or call 1-800-933-2121.
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Second WIND

Funky Tex-Mex concept Chuy’s is doubling its size as it grows in and outside of Texas.

Most new Chuy’s were once
another concept. CEO Steve
Hislop says it’s less expen-
sive to remodel an existing
restaurant than build a
prototype.

SNAPSHOT

Concept Chuy’s
Headquarters

Austin, Texas

Units 12

2008 Systemwide Sales
$43 million

2009 Systemwide Sales

$72 million

(company estimate)
Average Unit Volume
$5.2 million

Check Average $12.70

Expansion Plans
50r6in 2009
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huy’s CEO Steve Hislop likes to do con-
versions. So much so that three of the

five or six new restaurants Chuy’s will open in

2009 will have once housed another concept.

Five or six? This year? In this economy?

“Chuy’s was capitalized with the intent to
fund growth,” says former investment banker
Rod Guinn, who has advised Goode Partners
LLC, the full-service chain’s owner since 2006.

Joe Ferreira, a partner in the New York pri-
vate equity firm, says the company’s debt, which
he would not disclose, shouldn’t interfere with
expansion plans: “Chuy’s has acceptable financ-
ing for the foreseeable future.”

In any case, conversions are less expensive
than ground-ups. The total cost for a conversion
ranges from $800,000 to $1 million. Chuy’s 6,500-
square-foot prototype is about $200,000 more.
So far, the company has remodeled several bar-
becue restaurants, including a Smokey Bones.
“I'm looking to convert anything from 5,000 to
9,000 square feet,” Hislop says.

PICKING UP THE PACE

Although Chuy’s was created 25 years ago by

Austin restaurateurs Mike Young and John

Zapp, who have left the company, rapid growth

wasn't on the agenda. Only eight of the funky

Tex-Mex joints sprang up during their tenure.
Hislop, former chief operating officer for

Nashville, Tenn.-based O’Charley, says that
was chiefly because Young and Zapp concen-
trated on building a close-knit culture that made
staff members stick around despite a lack of
steady advancement.

“Mike and John opened a Chuy’ only when
they had someone ready to become a general
manager,” Hislop explains.

Hislop has markedly stepped up growth
since joining Chuy’s in 2007, opening four units
in 2008 and hiring 42 outside managers. This
year, he expects to open at least five more, end-
ing '09 with 17 restaurants. As he did last year,
Hislop will open restaurants in existing markets:
Austin, San Antonio, Houston and Dallas.

For good reason: New units don't cannibalize
older ones given that there are currently so few;
and the brand is still popular in spite of its age.
Chuys, for instance, earns mostly 4- and 5-star
ratings in each market on Yelp.com. The units
rang up an average of $5.2 million in sales last
year.

The concept’s popularity may be attributed
to its kitschy, offbeat decor, featuring hubcap-
lined ceilings and shrines to Elvis. “Our motto
has always been, ‘If you've seen one Chuy’ ...

)

you've seen one Chuy’s,” Hislop says, referring
to the layout, which is designed to look as if

dining rooms have been added over time.

FIESTA FARE

Made-from-scratch dishes have also contributed
to Chuy’ success, says Hislop, who describes
the food as “the old style of cooking.” The menu
features tacos, burritos, fajitas and enchiladas.
Beverages, mainly margaritas and beer, account
for 20 percent of sales.

Hislop believes such positioning will pro-
duce similar topline results in Nashville; Bir-
mingham, Ala.; Memphis, Tenn.; and Louisville,
Ky., Chuy target markets in 2010. “We will
connect the dots going down 1-65, right through
Alabama and over to I-10, which swings back to
Houston,” he says.

IN THE WORKS: To build awareness in new markets, Hislop will drive a 1933 delivery truck bearing the Chuy’s logo.




he future will be a rain-

bow. The Census Bureau
expects minorities, now roughly
one-third of the U.S. population,
to grow in number to more than
half of the population by 2042.
Since the start of the century,
Hispanics alone have accounted
for 50.5 percent of overall popu-
lation growth, according to the
Pew Hispanic Center.

True, many of you won't be here then.
And your businesses won't, either—unless
you're setting an agenda for the inevitable
shift in customers.

“If you are planning five to 10 years
ahead, you have to be thinking: Where are
franchisees coming from? Where will they

Franchisors discover

that ETHNIC AND
LOW-INCOME MARKETS
suit their expansion plans.

underserved

be located? Does my franchise development
team reflect the changing demographics? Does
my company focus on diversity, and is it inclu-
sive?” says Miriam Brewer, director of diversity
and education for the Washington, D.C.-based
International Franchise Association. About half
of IFA’s members are foodservice franchisors.

To gear up, IFA has been running one-day
diversity seminars across the country since April
2007, attracting aspiring franchisees, forward-
looking executives from growth-oriented restau-
rant companies and local officials. Says Brewer,
who organizes these events: “We like to partner
with mayors and community organizations to
bring all stakeholders together.”

A TAILORED FIT
“[Ethnic markets are] an extremely large focus for
us,” says Pam Price, vice president of domestic
development for NexCen, a two-year-old com-
pany that franchises Great American Cookies,
Marble Slab Creamery, Maggie Moo’s Ice Cream
and PretzelMaker, and that plans to introduce its
brands to underserved markets in 2009. Price
recently attended an IFA meeting in San Diego,
where she met with mayors of several cities.
“What I am learning is that [the mayors] want us
to go into areas that are economically challenged
or that have more diversity,” she explains.

Yet she first has to decide if a tiny layout she
designed for nontraditional sites such as hospi-

El Pollo Loco, the
416-unit quick-
service chain
known for its
marinated, grilled
chicken, has heen
attracting a
Hispanic audience
for 29 years.
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GROWTH STRATEGY

“We try to serve the

community, not just sell to it.”
—Antonio Swad, CEO, Pizza Patron

tals and airports will work in inner-city loca-
tions, which may involve conversion of existing
space. As it stands, her 300-square-foot to 500-
square-foot co-branded layout, which will sell
cookies, ice cream and pretzels, requires off-site
storage.

Price is eager to test the model. “I would
absolutely go into inner cities and

downtown areas if we can make the
~ numbers work,” she declares.

: Making the numbers work
is something Brewer is used to
hearing when she alerts fran-
chisors to a seminar in a spe-
cific city. “My first discussion is
all about dollars and cents,” she
savs. After that, she talks about
diversity and inclusion. “The only

way to accomplish that is having

individuals at headquarters that
mirror the changing demograph-
ics,” she adds.

COMMITMENT TO COMMUNITY
At 84-unit Pizza Patron, these
individuals are also in the stores,
because the franchisor requires
franchisees to hire Hispanic
store managers who live in the
neighborhood. “If the manager doesn't live there,
he needs to move there,” CEO Antonio Swad
explains. “That is in the franchise agreement. We

Aspiring franchisees,
many of them racial and
ethnic minorities, attend
an all-day seminar

recruit and hire people in the community who
live within walking distance of the store.”

organized by the Franchisees are not required to live in the
International Franchise area or be Hispanic, though Swad claims about
Association.

half are. Living outside the neighborhoods
they serve, however, often makes it tough for
franchisees to boost sales by engaging in events
outside the restaurant—a tactic that’s likely to
win appreciation.

“We try to get [franchisees] to understand the
work to build their business doesn’t just take
place within the four walls or by being a check-
book diplomat or buying direct-mail pieces. It
is community service. If you don’t have that in
mind, particularly in the Hispanic community,

16 | Chain Leader I April 2009




An important strategy
of Pizza Patron, which
targets Latino neighbor-
hoods for expansion, is
keeping close ties to the
communities it serves.

CEO and founder Antonio
Swad has had success
expanding a franchise
system devoted to Latino
neighborhoods through-
out the Southwest. This
year the brand debuts

in Miami, where Swad
will discover whether
Pizza Patron appeals to a

Latino market composed
mainly of Cubans and
Colombians.

Dollars or pesos: It
doesn’t matter which
form of currency Pizza
Patron customers use to
purchase menu items.

April 2009 1 Chain Leader
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Pizza Pan CEO Fred
Peters says this fran-
chised unit, in Cleve-
land’s Slavic Village, is
among the chain’s best
performers. He credits
the surrounding blue-
collar neighborhood.

LUMEY!

Chain Leader I April 2009

“We are trying to develop a model that

can go into a variety of socioeconomic situations.”
—Pam Price, vice president of domestic development, NexCen

you are not for us,” he explains.

Swad offers an example: “Say there are 200
people in a church lot. It could be a health
screening prior to school starting. The church
will do a lot of work getting kids ready for
school, physicals and things like that, that you
do not see in other communities.”

The closest Pizza Patron to the church would
arrange to supply pizzas to the volunteers and
help create a festive atmosphere by giving away
balloons and playing games. “It’s where we do
business. There is nothing too small for us,”
Swad insists.

Swad and his fran-
chisees were in a fes-
tive mood themselves
in early March, having
posted a 7.9 percent
same-store-sales gain
through February.
(The sales figure can-
not be checked inde-
pendently because
Pizza Patron is a pri-
vate company.) “At a
time when zero is the
new plus sign, we are
happy with our spot
right now,” Swad says.

He attributes strong sales to the value-
oriented menu. “I've been waiting to get the full
value of the business model,” Swad explains.
“We've always said the concept is positioned to
be pretty good, with quality food but sold at an
unbelievable value. But now, finding the lowest
price has become a necessity.”

OLD SCHOOL

On the other hand, another value player, North
Ridgeville, Ohio-based Pizza Pan, isn't having the
greatest of years. Founder and CEO Fred Peters
claims this is the first year franchisees, most of
which are in blue-collar areas of northeast Ohio,
have closed stores because of the economy.

“We're down, no doubt, like the rest of the
country,” he says. “If you were doing $7,000
to $8,000 a week and it drops to $4,000 to
$5,000, you're just getting by.”

But the entrepreneur’s expansion strategy
could keep the remaining franchisees afloat.
Peters, like Swad, opens units mainly in minori-
ty markets, where people who are rarely in hock
to credit-card companies or banks live. Pizza
Pan’s offer is also compelling: three pizzas or
slabs of ribs for one price if the order is picked
up; delivery is a two-for-one deal.

“I like areas where you have people coming
and going, owners and renters, a high density
of every kind of life,” he says. He adds that the
outlet in an area of Cleveland known as Slavic
Village, which was settled in the early 1900s, is
among the 65-unit chain’s busiest. “I like older
areas in many ways,” Peters adds.




NexCen development executive Pam Price is hoping that
a three-brands-in-one model can produce a return on
investment that’s attractive to minority franchisees.

The suburbs, where franchisees have opened
several units, hold little promise for Pizza Pan.
“The houses are far apart; couples both work
and go to bed at 9 p.m.; and pizza is a Friday-
night-only treat,” he says.

LOOKING FOR OPPORTUNITY

Pizza Pan has ventured outside its region to
Colorado, Michigan and Pennsylvania, though
without much luck so far. Peters is taking
another stab at expansion outside Ohio, hiring
an area developer in Florida to introduce the
concept there. In February, a Pizza Pan opened
in densely populated Alexandria, Va., a Wash-
ington, D.C., suburb with roughly 128,000
people of various income levels.

“The economy is not bad, and there’s a ton
of traffic,” he says. “Lunch is doing better than
nighttime business.” I T

Peters likes the Washington, D.C., area, i
which includes parts of Maryland in addition to
northern Virginia. Many of the neighborhoods
are demographically similar to those Pizza Pan
does business in now. “I can open 60 to 70
stores there in a heartbeat,” he boasts.

Maybe so, but he should keep in mind the
diversity of customers and franchisees if he’s
building a business to last, advises Brewer:
“Franchisors need to be looking at who will be
supporting their businesses.” B

on the web: Are you taking advantage of
the tax benefits of operating in underserved
markets? Visit www.chainleader.com.
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Concept Smokey Bones
Bar & Fire Grill
Location Orlando, Fla.
Ownership Barbecue
Integrated Inc., an affili-
ate of Sun Capital Part-
ners, Boca Raton, Fla.
Opening Day Aug. 23,
2008 2l
Area 7,500 square feet — S
Seats 280

Average Check $16.20

Unit Volume $2.3
million*
Expansion Plans
5 remodels this year
*Chain Leader estimate

Smokey Bones' redesign captures A NEW
CUSTOMER BASE: diverse “social starters.”

hese days, there’s a different once-plain windows; green vines hang from

feel to Smokey Bones Bar & windowsills; and tall vases of birch branches
dot the dining room.

Fire Grill—or so the Orlando, Fla.-

based chain’s new owners hope. previous look—still crowd the house, but
The heavy wooden timbers and four-color there are fewer in the dining room and more

Televisions—a hallmark of Smokey Bones’

photos of babbling mountain brooks and in the bar. The bar is also festooned with wry
snowcapped peaks, which lent the interior sayings (Boneisms) suspended from banners,
a lodge look, are gone. The caramel-colored and lighting is brighter and more flattering.
wood paneling on the walls remains, but Overall, it’s a more “kinetic” look, says
now its covered with cheeky black-and-white architect Del McMillan of McMillan Design,
photographs. Red and gray paint trims the based in Ontario, Canada.
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TARGETING A MINDSET
The design changes—indeed, a total brand
repositioning—are meant to appeal to a psycho-

graphic of “social starters,” a group of fun-

loving Type-A personalities who like to try new
things and bring their friends along for the ride.
They're also meant to give diners a reason other
than barbecue to go to Smokey Bones.
“Barbecue is very limiting,” says lan Baines,
president and CEO of Smokey Bones and a mas-
termind of the chain’s 2008 purchase from Orlan-
do-based Darden Restaurants Inc. “People crave
it, but not often enough.” Plus, Baines says, he
saw opportunity in the bars that are a large, and
permanent, footprint at the 68 Smokey Bones.

1. More televisions,
louder music and
provocative pronounce-
ments the chain calls
‘“Boneisms” are meant
to make Smokey Bones’
bar a destination for
party-loving people.

2. Smokey Bones added
softer, warmer lighting
and plants to the dining
room to make it feel
different but not totally
separate from the bar.

Smokey Bones’ new
owners changed the
concept’s name and the
exterior logo to reflect
the chain’s turn away
from barbecue.
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Smokey Bones assembled a team, including
McMillan and Push, an Orlando-based market-
ing and advertising firm, to get the repositioning
started. The mandate: to play down the family
aspect of the concept and play up the energy
level, thus appealing to the social-starter psycho-
graphic, rather than a traditional demographic of
income, age and education level.

“We want to pigeonhole people a little too
tightly, putting them into an economic or age
bracket,” Baines says. The social-starter psycho-
graphic “is the bull’s eye,” he adds. “They get it.
They're the ones making it happen.”

LOSING THE LODGE

The biggest design change involved removing
the large timbers that were the signature of the
old Smokey Bones’ interior. The logs gave the
restaurants a “big, heavy feeling; not as open
and inviting,” says Pete Bell, Smokey Bones vice
president of marketing.

The logs and mountain photos also lent a
themed look to the restaurant—a look new man-
agement wanted to dispel quickly. “There was a
definite desire to move away from the log cabin,”
says John Ludwig, Push partner and chief execu-
tive officer. “They needed a clean separation after
the purchase from Darden.”

To de-lodge the look, McMillan replaced
harsh light fixtures with glowing orange pen-
dants and highlighted the photo displays with
cans and spotlights.

He outfitted the bar with more high-top
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tables and barstools, going so far as to elevate
booths on the periphery as well.

That was key to setting the tone in the
bar, Bell says. “People want to get up and
move around and visit at different tables,” he
explains. “If there are low tables and booths,
you feel you're interrupting a guest’s meal.”

To rev up the energy, McMillan festooned
the walls with a collection of 225 black-and-
white photos, each with a wry twist (the Stat-
ue of Liberty holds an ice-cream cone, not a
torch). The photos, along with the Boneism
posters (examples include “Pulled pork never
gets old” and “A good dry rub enhances our
meat. Stop laughing.”), add what McMillan
calls “eye candy” to the interior.

Redistributing televisions also helped
ramp up the energy level. Because women
indicated they’d rather not watch their hus-
bands watch TV during dinner, Smokey
Bones took televisions out of the dining room
but added them to the bar and also turned
down the music volume in the dining room.
The effect is a dining room that feels separate
but not divorced from the bar.

BEYOND BARBECUE
The first redesigned Smokey Bones opened
in Orlando in August; a second opened in

Color matters: Smokey Bones trimmed windows
with gray to signify smoke and red to evoke fire.

Plantation, Fla.,

last fall. Although
Baines won't be spe-
cific, he says the rede-
sign cost in the six figures Fa
and has resulted in positive
sales results at each restaurant, helping
to reverse a negative sales trend.

Smokey Bones has yet to survey custom-
ers, but anecdotal evidence indicates that
customers are using the restaurant for more
than barbecue. An extensive menu redesign
that focuses less on barbecue and more on
grilled meats and seafood helps “people
view us as more than just a barbecue joint,”
Baines says.

On a busy night, a look at the dining
room reveals the “social starter” set in action.
“We're seeing bigger groups come in, people
meeting after work, some of the adult social
or sports clubs,” Baines says. As a result,
alcohol sales at the Orlando store have
increased to as much as 36 percent of sales
on weekend nights.

Because social starters are by defini-
tion always looking for the next big thing,
Smokey Bones added live or DJ music on
Friday nights and devised Thursday-night
food specials to keep them coming back. B

Fanning the
‘Firestarters’

It takes a social starter to
cater to one: That’s why
Smokey Bones Bar & Fire Grill
has called on social-starting
staffers for help during the
repositioning process.
“A big part of what we've
done is on the cultural side
of things,” says lan Baines,
president and CEO of Orlando,
Fla.-based Smokey Bones.
“We had become a bit robotic
as a brand.”
Managers asked the crew
to identify eight or 10 fellow
employees whom they felt
were “life of the party”
people. These em-

ployees, a group of

about 500 from
the chain’s 68
w restaurants,
‘M were dubbed
Firestarters.
Executives
from both

Smokey Bones

and Push, its
advertising and
marketing agency,
presented the reposi-
tioning to these Firestarters at
a daylong training session.
“We connected with them,
talked to them about what
the brand is about and gave
them responsibility to spread
the culture of what we were

trying to do,” Baines says. As
a result, “we have 500 dis-
ciples out there to tap into, to
move the revitalization of the
brand along.”

on the web: Smokey Bones
promotes each unit separately
via its Web site, forcing man-
agers to go digital. Visit
www.chainleader.com.
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That Personal

Shakey’s hired a service to
translate some employee
materials into Spanish
after hilingual members of
the human-resources staff
were unable to agree on a
translation.

hen David Litchman has to
translate a weekly employ-
ee e-mail update to Spanish from
English, he uses Google’ transla-
tion application. The program
gets the job done quickly, if not
perfectly.

“Things are lost in translation, so to speak,”
says Litchman, president of Pockets, a Chi-
cago-based chain of 14 fast-casual sandwich
restaurants. “Employees laugh at me when the
translations don’t come through.”

Litchman says he will use another approach,
the paid services of a bilingual employee, when
he translates Pockets” employee training manual
into Spanish, a crucial move because about
70 of his 100 employees are native Spanish
speakers.

“Translating programs are fine but not per-
fect,” Litchman says. “When it comes to an
operations manual we will send to franchisees, 1
want to make sure it’s perfect.”

Language experts say he is right to use a
real brain, rather than a virtual one, to translate
the manual. Even though translation software,
which produces what linguists call “machine”
translations, was first developed six decades
ago, it still does not measure up to a human
brain’ abilities.

Translation “is not a technology-driven
thing,” says Donald DePalma, chief research offi-
cer at Common Sense Advisory, a Lowell, Mass.-
based international research and consulting
firm. “Human translation is, in every way, the
way a chain should go.” Even translations done
by a sophisticated program such as Language
Weaver, developed at the University of Southern
California, do not compare with translations
generated by a bilingual person, says DePalma,
who holds a doctorate in linguistics.



TOUCH

Online translation software, he says, will
produce a “close enough” version for small com-
munications, but 100 percent accuracy is desir-
able for material longer than a sentence or two.
“Pay to have a company translate materials,” he
recommends, adding that the cost is about 25
cents per word.

A TECHNOLOGICAL ASSIST
While relying on their own bilingual abilities,
translators do get some help from technology.

At MultiLing, a Provo, Utah-based translation
service, translators are professionals who trans-
late from English into their native language, says
Marketing Director Emmanuel Margetic.

A new project starts with a by-hand transla-
tion, conducted while the original document is
fed into proprietary software. As the translator
works, the software creates a translation memory
base that catches repeated phrases and auto-
matically translates them. The memory saves
the translator the work of retranslating oft-used
phrases and also ensures consistency throughout
the document.

The database also lets revisions of docu-
ments—say, an updated employee manual—
progress more quickly, as well as stay true to the
original version.

Nevertheless, the translated document is
checked multiple times for accuracy.

WHICH SPANISH?

Tampa, Fla.-based The Melting Pot hired Multi-
Ling about a year and a half ago to translate its
English training manual into Spanish, says Laura
Lachapelle, the 140-unit fondue chain’s director
of training and education.

“When I got here, everything was in English,”
says Lachapelle. “The feedback from franchisees
was that they needed Spanish, because a lot of
the heart-of-the-house staff spoke Spanish.”

Lachapelle chose MultiLing based on pric-
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ing and the company ability to translate into
several languages and produce videos in other
languages.

After handing over the English version of the
manual, the translators at MultiLing had a ques-
tion for Lachapelle: Which Spanish? Spanish,
like American English, boasts different dialects,
from Castilian, which is spoken in Spain, to
Puerto Rican and Cuban-modulated versions.
MultiLing had to know which version would be
appropriate for Melting Pot employees.

Lachapelle says the answer was “soap opera”
Spanish, a version that American Hispanics
would be likely to hear on Telemundo or anoth-
er Spanish-language network.

The finished product, for which Lachapelle
says the chain paid a “reasonable” sum, has
helped employees who may speak English but
be more comfortable with Spanish feel more at
home at work.

“If someone’s not there to translate, they can
read [materials] on their own,” she says. “They
feel more part of the restaurant environment.”

Melting Pot’s next translation adventure will

New technology helps, but the best
LANGUAGE-TRANSLATION SOFTWARE
is a bilingual human brain.

Chicago-based Pockets uses
Google Translator for weekly
e-mail updates, but founder
David Litchman has hired a
bilingual employee to trans-
late the 14-unit chain’s train-
ing manual into Spanish.
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Shakey’s English-language
training has helped several
employees rise to
management.

Shakey’s uses the
(Thirst for Knowledge)
training program in
English only; since its

be in French to accommodate employees at
planned restaurants in western Canada.

launch in 2005, it has
helped 88 Spanish-
speaking employees
become proficient in
English.

THE WRONG MUSHROOM

Shakey’s, the Alhambra, Calif-based chain of 55
pizza restaurants, also used a service to translate
some materials, including the employee hand-

book, to Spanish from English.
Human resources, which includes several
bilingual employees, tried unsuccessfully to do

Gained inTranslation

Why bother with translation, especially if a staff seems to be
conversational, if not entirely fluent, in English? Gaélle Callnin,
marketing director at Virtual Words Translation, a Denver-based trans-
lation service, offers three reasons:

1. COMFORT LEVEL. Although native Spanish speakers may be con-
versant in English, they're usually far more comfortable reading impor-
tant documents, such as benefits or legal information, in Spanish.

2. LEGAL REASONS. If an employee claims problems with, say, a
contract, and the information was given to him in his own language,
the employee cannot claim that he was failed due diligence, Callnin
explains.

3. IT’S A GOOD BUSINESS PRACTICE. Employees who can read ma-

terials in their own language tend to train better, and better-trained
workers stick around longer, Callnin says.

Chain Leader I April 2009
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the job itself: “The six of us got together and
could not agree on verbiage,” says Becky Black,
vice president of operations, franchise support
and new store openings at Shakey’s. “One word
can mean multiple things...we agreed that this
was not the best use of our time.”

Black chose Los Angeles-based American
Language Services to translate employee policy
changes and other important documents for
Shakey’s. Black lauds the company’s accuracy:
“It’s very frustrating to have a communication
go out and have team members pick it apart
because it's not accurate,” she says. She recalls
“horror stories” from a previous job, including
confusion that resulted over the use of the wrong
Spanish word for “mushroom.”

Surprisingly enough, the company does not
translate training materials into Spanish. Instead,
Shakey’ uses Sed de Saber (Thirst for Knowl-
edge), an in-English training program geared to
making Spanish-speaking employees proficient
in English. Since its launch in 2005, 88 Shakey’s
employees have graduated from Sed de Saber,
and several have been promoted to management,
Black says. B

BlG idea A bilingual

employee reviews Shakey’s
paid-for translations, just to
double-check accuracy.
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Because guests
have such varied
expectations for what
mole should taste
like, Qdoba Mexican
Grill transformed it

original
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Quick-service restaurant chains
search for menu items that
APPEAL TO ETHNIC PALATES
and mass markets alike.

reated, Ted Stoner had a flash of inspi-
ust knew how to make mole work on our




Back from the culinary
training tour, Stoner put the idea
to work, blending the ingredients that had
already been used in Qdoba’s mole (toasted
squash seeds, chocolate, chiles) and adding
some new ones to make ancho chile barbe-
Ccue sauce.

Launched in 2007, the sauce has been a
big hit at 476-unit fast-casual burrito chain
Qdoba. It’s featured on the Ancho Chile
BBQ Burrito, $6.49, and as an add-on for 49
cents. “It sells double what we did with the
mole,” says Stoner.

Hitting that sweet spot—the area of over-
lap where dishes appeal to the palates of a
specific ethnic demographic and to the mass
market—is the ultimate aim for quick-
service menu makers.

ETHNIC SPECIFIC, MASS APPEAL

Take KoGi Korean BBQ-To-Go, a fledgling
chain that sells “Koreanized tacos” through
two mobile trucks and a taco stand in a Los
Angeles bar, and which an eye on Chicago
and San Francisco.

KoGi’s core recipe—short ribs marinated
in ginger, garlic, green onion, spices and
sesame oil—is very traditional Korean. But
putting the grilled, chopped meat on a grid-
dled corn tortilla and serving it from a fleet
of roving taco trucks publicized on Twitter
is not. The concept has mass-market appeal,
says Communications Director Alice Shin,
adding that some of KoGi’s most loyal fans
are second- and third-generation Korean-
Americans.

The same is true at Rasoee, the Toronto-
based, quick-service East Indian chain
that is scheduled to open in America this
summer and has up to 40 stores planned
for Chicago. “The children of families who
immigrated to North America from East
India are very cosmopolitan and love our

concept,” says
Mike Craig, president
and CEO of the three-unit
chain. “While their parents may

cluster around an ethnic neighborhood

and frequent independent East Indian restau-
rants, their children are more likely to live,

eat and shop in the neighborhoods we plan to
bring these restaurants.”

The recipes for Rasoee’s dishes are authenti-
cally East Indian, but the spice level is milder to
appeal to a broader audience. Rasoee adds spice
to order if a guest wants to kick up the heat.

LATINO LEANINGS

Likewise, concepts designed to draw a Latino
demographic, such as Pizza Patron and El
Pollo Loco, say their menus include flavors
that appeal to recent immigrants as well as
Latino-Americans who were born here or have

(Above) Rasoee, the
Toronto-based quick-
service East Indian
chain slated to arrive in
Chicago this summer,
lets guests dial up heat
levels for the food to
order.

Chicken Carnitas are
the most successful
nongrilled LTO in El
Pollo Loco’s history.
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Lime and Pepper Wings,
a Latino-targeted

spin on lemon-pepper
chicken, are Pizza
Patron’s most popular
wing variety.

Revamped Rice

Chain Leader I April 2009

BlG idea Qdoba gets input from its

Hispanic employees. They serve not only as a
resource for authentic dishes, but if they like
the dish, they get behind it and sell it.

lived here a long time. “We're always looking
for products that have universal appeal that we
can turn the knobs on to make more authentic
Mexican,” says Jon Miller, director of research
and development for Costa Mesa, Calif.-based El
Pollo Loco.

Crunchy Tacos, $1.79, illustrate Miller’s
point. “Hard-shell tacos are everywhere but are
very Americanized,” he says. Going one better in
authenticity, Miller added a piece of equipment
to El Pollo Loco’s line that crimps thick corn
tortillas filled with citrus-marinated chicken into
the classic taco shape while they are deep-fried.
The result, launched a year ago, is very much
like a taco Dorado bought from a street vendor
in Mexico.

More recently, taking an authentic Mexican
marinade and applying it in a new way was a
move well-received by El Pollo Loco’s
guests. Chicken Carnitas, which are

marinated in cit-
rus and garlic before being

baked and then deep-fried to order, launched in
January and have become the most successful
nongrilled LTO in the 400-unit chain’ history.

Before developing the dish, Miller carefully
surveyed Hispanic guests, who make up 50 per-
cent of El Pollo Loco’s customers, “to make sure
they didn't think it was a crazy idea,” he adds.
“Carnitas are normally fish or pork, so this was
a little bit outside the box.”

The Chicken Carnitas are available on a
taco or burrito, in a bowl or as an entree plate.
Prices range from $1.79 for the taco to $5.99
for the entree.

Andy Gamm, director of
brand development for 85-unit
Pizza Patron, says spicy and
citrus flavors are very popular
with the chain’s Hispanic cli-
entele. “We sell more jalaperios
here than anybody,” he jokes.
La Mexicana, a $6 12-inch
pizza topped with chorizo,
ground beef, onions, bell pep-




per and jalapetios, is the
chain’s third-best-selling
entree. The company’s

Lime and Pepper Wings,

$5 for eight pieces, a Latino
spin on lemon-pepper
poultry, is the most popular
of three wing varieties. And
the jalaperio-spiced ranch dip-
ping sauce for the Queso Sticks
{breaded mozzarella fingers), $3 for
five Ppieces, is a top choice.
Pizza Patron also does limited-time offers
that are culturally based. Because the concept’s
guests are largely Catholic, it offers multi-cheese
or even fish-topped pizza specials during Lent.
Seasonal pizza promos also give the chain
the chance to experiment. Last summer’s La Bar-
bacoa, $8.99, topped with slow-cooked, spiced
and shredded beef and fresh tomatoes, was the
most successful LTO yet. Coming up, “Adobo is
a possibility we've been looking at,” says Gamm.
“And we may also do a pizza with refried beans
spread on the crust instead of sauce.”

WHAT THE BIG BOYS DO

Unlike niche concepts, huge QSRs like McDon-
ald’s prefer the continuity that comes from sell-
ing one menu nationwide. Nonetheless, they do
pay attention to ethnic demographics and some-
times offer regional dishes designed to appeal to
a specific palate.

Keeping its finger on the pulse of big groups
such as the African-American and Hispanic mar-
kets, McDonald’s has dedicated teams within
management that specialize in understanding
and marketing to the tastes of both. Comments
from these teams prompted development of a
2007 addition, the Southwest Salad, $4.73, and
2008% Southern Style Chicken Biscuit, $2.10,
and sandwich, $2.96.

“The chicken sandwich resonated very
strongly with our African-American demo-
graphic and in the South,” says Dan Coudreaut,
executive director of culinary innovations,
McDonalds USA. “But we were delighted to find

Pepitas are popular with
Latinos but didn’t have the
mass appeal to make it onto
McDonald’s Southwest Salad.

L Mns,, Time
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that that chicken at breakfast
not only has breadth and depth with
this audience but with the mass market.”

Still, Coudreaut says ingredients that appeal
to a target demographic sometimes don’t work
for the mass market. Pepitas, toasted pumpkin
seeds, were originally intended as a topping for
the Southwest Salad, “because they're very rele-
vant with the Hispanic market,” Coudreaut says.
“But the general audience was put off by those.”
McDonald’s went with tortilla strips instead.

But while mass appeal is important, McDon-
ald’s does offer regional choices. The Spicy
McChicken sandwich is a special item sold only
at 2,000 restaurants in the Southwest. B

Pizza Patron uses
limited-time offers
to feature Hispanic
favorites. La Bar-
bacoa, topped with
slow-cooked, spiced
shredded beef, was
the chain’s most
successful yet.

Toasted pumpkin
seeds, very popular
with Hispanic guests,
were originally planned
as a topping for McDon-
ald’s Southwest Salad.
The tortilla strips that
replaced them are

still relevant with that
demographic but have
mass appeal.
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Chile FACTOR

Qdoba Mexican Grill's n Western states where the
NEW CHILE VERDE STEW " green chile is greatly revered,
is patterned after hearty, it’s cooked into a mild chile verde
south-of-the-border recipes. sauce and served over burritos,

beans and rice. But in his travels
A blend of roasted

Anaheim, poblano and throughout Mexico, Ted Stoner,
Jalapefio chiles with director of strategic product
onion, garlic, tomatil- )

los and tomatoes, development for Wheat Ridge,

Qdoba’s Chile Verde is
its spiciest dish yet.

Colo.-based Qdoba Mexican Grill,
sampled heartier renditions
of chile verde that blended
a variety of roasted green
chiles with tomatillos,
onion, garlic and herbs
to make a stand-alone

soup Or stew.

“South of the border, chile
verde is an earthy, warming
stew with a lot of flavor,
which I thought would be a
great cool-weather LTO for
Qdoba,” Stoner says.

He roasted Anaheim,
poblano and jalapetio chiles

and combined them with
sauteed onion and garlic,
made a roux, and added
stock, tomatillos and roasted
tomatoes. He added chipo-
tle chili powder and green chili
powder for extra kick and chunky
green peppers for texture.
The Chile Verde, which went into
test at 100 of Qdoba’s 475 units in March,
is doing well. A week after introduction, 95
percent of guests surveyed gave it a “good” or
“great” rating for flavor; 93.5 percent said they
would buy it again; and 20 percent said they
would visit more frequently for the dish.
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TASTES LIKE HOME

Qdoba is testing the dish in Boston,
western Michigan, the Seattle area and
Colorado. Stoner says, “I knew we had a
winner when a gentleman from Hidalgo,
Mexico, tasted it and broke out in a big
smile, saying, ‘Tastes just like something
from home.”

Although chile verde recipes often
include pork, Qdoba chose to keep its
version vegetarian. “We have had good
feedback on our bean and grilled vegeta-
ble recipes, which are meatless, so it was
a natural to keep this recipe vegetarian,
t0o,” says Stoner.

Guests can order a cup of Chile Verde
ladled over rice and black or pinto beans
for $3.29 or add grilled vegetables for
an entree at $5.79. Topping entree-sized
bowls of Chile Verde with shredded pork,
adobo-marinated chicken, beef or steak
costs $6.69. Both the cup and entree por-
tions can be dressed up with a choice of
five salsas, tortilla strips, cheese and sour
cream.

BY THE BOWLFUL
Stoner says he had a hunch that offering
another “bowl” entree would do well for
Qdoba. Thirty percent of guests already
order their burritos “naked,” in a bowl.
He had experimented in the kitchen
with a chile verde sauce that could be
added to burritos. “But we would have
had to make it too incendiary to have

enough flavor and flow-through with all of

the other ingre-

SNAPSHOT

dients in a bur-

rito,” he says.

Concept

Qdoba Mexican Grill [ Chile Verde

Headgquarters finishes out the

Wheat Ridge, Colo. 2009 test well,
Qdoba plans to

2008 Systemwide Sales
$450 million™ (fiscal
year ended Oct. 2008)

offer the stew
for two to four
months each
year as a cold-
weather alterna-

Units 476

Expansion Plans

701in 2009

i rtill
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Restaurant chains of

all stripes have taken

Latin cocktails as their

own, LEADING TO
NEW BLENDS and

authentic innovation.

210101 CWISt

he margarita has become
ubiquitous. Orlando, Fla.-
based The Olive Garden offers
an Italian Margarita, adding
amaretto to the standard blend
of tequila and orange-flavored
liqueur. Ninety-Nine Restaurants,
a 117-unit casual chain based in
Woburn, Mass., offers a margar-
ita with tangerine and grapefruit
juices. And PE Chang’s China
Bistro mixes up the Organic
Agave Margarita with agave
nectar, lime juice and tequila.

Other Latin cocktails are following in the
margarita’s footsteps. Scottsdale, Ariz.-based
PE Changs has also taken on the mojito, the
Cuban cocktail of rum, lime juice, soda and
muddled mint, with its Asian Pear Mojito,
adding “a hint of pear.” Japanese teppanyaki
chain Benihana and its sister concept RA
Sushi also menu a version of the mojito. And
Ninety-Nine offers a Blueberry Mojito.

Sangria, the Spanish drink of red wine,
fruit juices, soda water, fruit and sometimes




Spice LPT
Drink Menus
ow that Americans are accus-
tomed to sipping mojitos and
caipirinhas, the next wave of Latin
drink exports is ready to wash up on
mainstream beverage menus. Cool,
fruity recipes such as batidas, horcha-
tas and aguas frescas offer distinctive
options either in nonalcoholic forms
or in fun variations spiked with spirits.
Meanwhile, micheladas open the
door for all kinds of zesty beer-based
refreshments.
BATIDA: Like the better-known caip-
irinha, these fruity, milkshake-like
drinks also star cachaca (the Brazil-
ian spirit distilled from sugar cane),
blended with fresh fruit juice (or fruit
purée) and ice. Common additions
include sugar, sweetened condensed
milk and/or coconut milk.
HORCHATA: These creamy, milky-look-
ing drinks, which originally hail from
Spain but are popular throughout Latin
American, actually don't traditionally
contain milk at all. Instead, they're
made by steeping nuts, grains (such as
rice) and chufa (“nuts” that are actually
the tiny roots of an African plant) in
water. Typically served cold or at room
temperature, they are sweetened with
sugar and often spiced with cinnamon.
MICHELADA: These Mexican beer

Rice-water-hased
horchatas have
not yet caught on,
but they could be
an opportunity.

Sangria (oppo-
site) has been
altered to include
wines of all types,
including sake.

Mojitos—mud-
dled mint in lime
juice and soda—
also have many
new iterations.

brandy, has also been
the victim of modifi-
cation. Miami-based
Benihana and RA Sushi
serve Sake Sangria made

with plum wine and sake. ﬁ
Tampa, Fla.-based Italian chain
Carrabba’s mixes up Italian San-

gria with its Italian house wines, both
red and white, while its sister concept,
Outback Steakhouse, offers New South
Wales Sangria with Australian cabernet,
brandy, apples, and pineapple, mango
and orange juices.

FUTURE TREND?
Nonalcoholic Latin beverages have not

caught on in mainstream restaurant
chains, but they may offer an opportunity.

RAISING THE BAR
To differentiate its Mexican menu, Con-
solidated Restaurant Operations’ upscale-
casual concept Cantina Laredo allows
customers to choose the tequila used from
a menu of about 40 premium varieties for
a $2 up-charge on the $8 Casa Rita.

The premium tequila menu is
arranged by type: Superior, ranging from
$22 to $35 a glass, have been aged in oak

Concepts that offer unique sodas or
juices can take a cue from Pollo Camp-
ero. The Guatemalan quick-service chain
serves aguas frescas, fruit-infused puri-
fied waters in flavors such as tamarind,
mango, hibiscus and passion-fruit-guava
in its 48 units in the United States.

King Taco, with 19 restaurants in the
Los Angeles area, also serves a variety
of aguas frescas, as well as horchata, a

“cocktails” often pack a little heat.
They feature a changing lineup of
ingredients but always begin with beer,
lime and salt and often are spiked
with hot sauce, Worcestershire, Maggi
seasoning and/or soy sauce. In some
variations, tomato juice and clam juice
are mixed in as well.

AGUA FRESCA: The lightest and
perhaps most-refreshing of these

barrels for more than three years; Ariejo,
or “aged,” priced $8 to $14, have been
aged in oak barrels for more than a year;

sweetened rice flour beverage, and atole, a Latin imports, aguas frescas typically
contain just water mixed with puréed
(or simply mashed) fresh fruit and a
little sugar. Herbs or flowers sometimes
are stirred in as well. Unlike smooth-
ies, ice is not a standard component,
nor are the water and fruit typically

blended together.

thick Mexican drink with masa, water or
milk, and fruit or sugar. The chain’ atole
Reposado, or “rested,” $8 to $11, aged in  flavors include vanilla, strawberry, coco-
white oak barrels for at least two months;  nut, walnut and cinnamon.
and Plata, or “silver,” tequilas are fresh Taco Diner, Irving, Texas-based M
from the still and range from $7 to $10.
The 22-unit, Dallas-based chain also

offers a tequila flight: the customer’s choice

Crowd Restaurant Group’s five-unit, fast-
casual Mexican concept, serves Mexican

te dulce, tea heavy with tea and sweeten- By Allison Perlik, senior editor of Chain Leader

of three premium tequilas, except those ers. Operators could position te dulce as a sister publication Restaurants & Institutions

from the Superior menu, for $20. Latin twist on chai. B
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Maestro Chente sings with all his might about tasty chicken
while violins, guitars and Mexican trumpets play.

many cooks in the

KITCHEN

El Pollo Loco uses music, language and personality
to speak to its CORE HISPANIC CUSTOMERS.

SNAPSHOT

Concept El Pollo Loco
Headquarters Costa
Mesa, Calif.

Units 167 company-
owned, 249 franchised
2008 Systemwide Sales
$558 million

Average Unit Volume
$1.7 million

Average Check $9.31
Ad Budget $4 million for
Hispanic campaign

Ad Agency
Cruz/kravetz:IDEAS,
Burbank, Calif.
Expansion Plans

20in 2009
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M eet Chente, Fidel, Paco

and Rigo. These are four
fictitious cooks who man the grill

at El Pollo Loco. Each has a different
personality and musical soundtrack.
The very social Paco, for example,
plays merengue pop, while uber-
control freak Chente gets down with
a genre called “Mexican regional.”

The quartet is at the center of a Spanish-
language ad campaign launching this spring for
Costa Mesa, Calif.-based El Pollo Loco, a quick-
service chain known for flame-grilled chicken.

“The cooks are the heart of it,” says Maite
Quilez-D’Amico of both the ad campaign and
the 416-unit chain. Quilez-D’Amico is president
and chief creative officer of Cruz/kravetz:IDEAS,
El Pollo Loco’s Burbank, Calif.-based ad agency.
“They really do have cooks in the restaurant. It is
a true property of El Pollo Loco.”

The 34-year-old chain has long courted
a Spanish-speaking clientele, and it also has

Synthesizer and organ music lets Fidel show off his attention to detail
behind the grill.

emphasized its flaming grill in its marketing. In
fact, the brand began in Mexico and was brought
to the United States in 1980.

But this campaign takes it up a notch. “We
are elevating what they do to the level of mas-
ter,” adds Quilez-D’Amico, noting that each of
the four cooks is called “maestro.”

The campaign, which highlights the chain’s
behind-the-grill cooks, is more than simply a
translation of general market spots to Spanish.
While there is consistency with the overall brand
message, the Spanish-language campaign is its
own creative and concept, filmed in Mexico City,
and was developed to speak to employees and
customers in a language they’d understand. An
estimated 99 percent of cooks behind the grill at
El Pollo Loco are Hispanic, says Mark Hardison,
vice president of marketing for El Pollo Loco, so
the spots are designed both to reflect them and to
speak to them.

FISCALLY RESPONSIBLE

Thanks to the uncertainty of the U.S. economy,
El Pollo Loco is trying to be more fluid with its
ad spending in 2009 than in previous years.




The super-social cook Paco hefriends the grill, as well as
trumpets, bongos and timbales.

Hardison says: “We are not abandoning our A DIVERSE AUDIENCE
broadcast effort in this economy.” El Pollo Loco will spend $4 million on its His-

Instead of planning the whole year in panic advertising efforts, as compared with $10
advance, the chain is planning quarter by million for its general market campaign. But the
quarter. El Pollo Loco has worked with Cruz/ Hispanic business does not play second fiddle to
kravetz:IDEAS for its Hispanic advertising for the English-language campaign, which will be
a decade, which should make it easier for the created later this year.
team to make changes throughout the year. “We are consistent in the messaging we

The team shot enough film for 11 different use—the message is the food,” Hardison says.
spots, so it will have flexibility as needed. The “We use the same food photography. The focus
commercials will air on Univision, Telemundo, is on the grill, which is the first thing guests see
TeleFutura and other Spanish-language broad- when they walk in the restaurant. They show the
cast outlets, and they may serve to introduce passion we have for grilling chicken.”
new menu items throughout the year in addition The Spanish-language spots have a tagline,
to being used for straight brand building. “Que rico pollo,” which roughly translates to

“tasty chicken,” a common phrase that makes

MUSIC MAKER sense for the brand mission in both languages.
What is certain is that the spots, when they air, In addition to the four chefs, the campaign
will have a unique sound. The team created a will feature ads with four different El Pollo
soundtrack using music that is popular with a Loco customers—a housewife, a male worker,
cross-section of Hispanics, not just Mexicans, a woman at an outdoor party and a kid in an
Hardison adds. urban environment—each savoring the brand’s

“Music is the spark in these spots. We built core product.
the spots to the music rather than put the music Adds Hardison: “We recognize that these on the web: View the
to the spots,” he says. The music was written spots are a morale-booster for employees. But El Pollo Loco commercials
specifically for El Pollo Loco, and the lyrics echo  first, they are for our customers.” B at www.chainleader.com.

the brand message. In fact,

the music was so catchy that
Hardison was asked to burn a
CD for his kids.

“Music is such an integral
part of Hispanic culture,”
Quilez-D’Amico says. “I was
watching the Latin Grammy
Awards and saw that [the
different types of music]
cross over very much. So we

Latin jazz lets maestro Rigo get creative.

thought it was a great way to
choreograph the message.”




Talkin’ ’bout your

FIGHTING STEREOTYPES of the young and Back then, the big age difference was between
old can avoid disru ptiOﬂS to the Workplace. the general manager and the rest of the staff.

That’s history in most markets. A sinking
economy, stagnant wages, healthier lifestyles
and an aging population have been contributing

to an age-diverse workplace in which 17-year-
olds work alongside senior citizens. Clashes are
bound to occur.

“Absolutely there’s conflict, and in many
forms,” says Cheryl Fowlkes, director of work
force diversity for Orlando, Fla.-based Darden
Restaurants.

Fowlkes cites a typical problem that arises
between semi-retired employees and young
people, who may be working their way through
college. “The Veteran thinks the Gen Xer is not
mature enough, and the Gen Xer may think the
Veteran is too old, too serious or too formal.
That can affect the ability to build teams within
restaurants,” she says.

“Veterans,” otherwise known as Traditional-
ists and senior citizens, are swelling
in number. The Bureau of Labor
Statistics reports that their presence
in the work force has been climbing,
to about 4 percent in 2008. Already, R
people 55 and older make up 6.5 \ é
percent of workers in “foodservice \ |

ut four generations in a busy
k)
restaurant and youve got expects that trend to continue.

and drinking places.” The bureau

a volatile mix—one that could
undermine the teamwork

o
— crucial to the smooth Generations at Work

At Which Wich’s .
franchise meeting in flow of service.
January, Gen Y expert
Eric Chester explained For many years, operators
I;;‘::;“ﬂ?l:va:z al:d scarcely worried about their staff’s 16-19 21.1%
who lﬁake up b ages. That’s because their employees 20-24 22.1

p the bulk 25.34 22.7
of the sandwich chain’s were mostly young and enthusias- 5- :
work force. tic about working alongside their 3544 15.8

45-54 11.9

peers. Moreover, what other age

szgz:::fs:;?:ntgl?::%s groups would work for such meager 22'64(' i ‘ll;
zmployees are 24 or y wages? Or would want to be on ANEIOIIER —
younger, and 20 percent their feet all day or all night in such Source: 2006 Bureau of Labor Statistics data
are 45 and older. a fast-paced environment?
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GENERATIONS

ECONOMIC REALITIES

That is, if they can find jobs. In today’s sputter-
ing economy, they face stiff competition from
the many young people looking for work. The
unemployment rate for teenagers, for example,
was 21.6 percent in February, according to the
bureau, a year-to-date increase of 4 percent.
Twenty percent of of all restaurant employees
are between 16 and 19 years old—about 5 times
the proportion in all industries.

Dallas-based consultancy People Report,
which tracks industry hiring and turnover rates,
says 40 percent of the chains that share hiring
data with it expect to trim their hourly work
force. “Its a talent buyers’ market,” declares Lou-
isville, Ky.-based hospitality recruiter Amanda
Hite, CEO of Talent Revolution and a former
restaurant trainer for Applebee’s franchisee
Thomas & King.

That helps explain why some operators’

enthusiasm for keeping peace among genera-
tions is waning. Asked if teaching managers
about such issues is a less important today,
Golden Corral Vice President of Human
Resources Judy Irwin says: “People seem to be
happier with their jobs, maybe because they
hear about others who don't have them. The
amount of employee issues surrounding this
subject is less.”

Yet she concedes the subject came up during
a recent management trainee meeting at head-
quarters in Raleigh, N.C., in January. “It’s not
that these issues don't arise or are not happen-
ing. But people on the whole are better manag-
ing them,” she says.

DEFEATING STEREOTYPES

Maybe that’s because for several years 483-unit
Golden Corral has hired generational consul-
tants to address general managers at conven-
tions. One of them is Bruce Tulgan, author of
Not Everyone Gets a Trophy: How to Manage Gen-
eration Y, who says the Gen Y employees likely
to be the best managers are those who get along
with fellow workers.

“Don't look for [employees] who slap people
on the back or are more confident than anyone
else,” advises Tulgan, cautioning that boomer
managers are attracted to these types. “It's not
who you want. What you want are the people
who practice the basics. They are patient about
teaching others and are able to exercise author-
ity with a smile because they are committed to
the mission of the business.”

Darden also addresses stereotypes at manager
meetings. For the past 10 years, the company
has been working to dispel assumptions about
workers, Fowlkes says. Part of Darden’s over-
all diversity initiative, a three-day course for
managers includes a module on dealing with
generational issues. This is necessary, she adds,
because the ages of employees—hourlies and
managers—span all four generations.

“We start with the basics of what the multi-
generational issues are,” Fowlkes explains. That
usually means instructors first delve into what

Coming
of Age

TRADITIONALISTS
(a.k.a. Veterans, Se-
niors) Oldest came of
age during WWII; experi-
enced Great Depres-
sion. Followed clear-cut
career trajectories, often
within same company.
Work ethic on steroids.
Ages: 64+.

BABY BOOMERS
Maijority of work force.
Typically hardworking
and competitive. Believe
younger workers must
put time in like they did
before promotion. Ages:
45 to 63.

GEN X Not particu-
larly committed to a
career (hence the term
“slacker”). Skeptical of
corporate and political
systems given scan-
dals of '80s and '90s.
Divorce rate tripled
during their childhood;
notions of family often
unconventional. Ages:
33 to 44.

GEN Y (a.k.a. Millenni-
als) Raised by working
moms and dads; doted
on and idealized, lead-
ing to sense of entitle-
ment. Social conscience
extends to “green”
movement, politics,
vegetarianism. Typically
technology-savvy. Ages:
18 to 32.
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HUMAN ASSETS

“Managers should never offer
praise [to Gen Y] for performance

that’s not praiseworthy.”
—Bruce Tulgan, author and generational expert

\

NOT qj’/

GENERATIOY y

40

For Over 90 Years, Our Customers Have Told Us

WE DO A SUPER JOB

Providing Replacement Parts and Accessories.

(EMD)

‘Frankh'n Machine Products

ement Parts, Supplies, Accessori
Phone: 800-257.7737 « 1.609.267.3700 »

REVERBERATOR
Ne.

See how we can be your hero, too.
Call us today for a copy of our 2009 catalog.

800-257-7737 ® 24-Hour Fax: 800-255-9866
FMPONLINE.COM
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managers think they

know about other age

groups. From there, they
whittle down stereotypes.
Fowlkes, for example, will
tell a manager to describe
his thought process when a Gen Y
employee calls off just before dinner ser-
vice and when a senior does the same.

“Inevitably, managers conclude the
Gen Y employee wants to party, not
work, and the Veteran is calling off
because he must be really sick,” she says.
“In reality, I tell them it may well be the
opposite.”

“Boomers mistake [Gen Y] high
self-esteem for entitlement,” offers Hite.
“They think they’re not interested in
paying their dues.”

One way to disabuse such notions,
she suggests, is to implement a mentor-
ing program. “Pairing up people from
different generations is mutually ben-
eficial for both of them. Every boomer

Enabling
the Disabled

uby Tuesday General Manager Mark
Briccetti recalls that training Tanya
Byrd was par for the course.

“Same as any other employee,” he
says. “She followed another person for
a certain number of shifts until she felt
she got it.” Byrd, who is developmen-
tally disabled, was hired nine years ago
at the Chesapeake, Va., unit. Currently
a dishwasher, she has worked in several
positions during her tenure.

“Tanya takes a bus to work and uses
her paycheck to pay for rent, food and
clothing. She loves to go to work,” says
Terri Arnold, director of public rela-
tions for Chesapeake Service Systems,
the vocational rehabilitation agency in
Chesapeake, Va., where Byrd received
training.

Briccetti, who has hired other de-
velopmentally disabled workers, says




should have a 16-year-old mentor,” Eric Chester, a Denver-based human- explains, “was to let us know how to

she declares. resources consutant, to address corpo- communicate with them.”

rate employees, franchisees and vendors What did Sinelli, who’s 40, learn?
STAYING CURRENT at its annual franchise meeting. “The “It gave me an appreciation for this seg-
Dallas-based Which Wich, a sandwich reason for bringing him in,” Sinelli ment, Gen Y.” B

chain with 75 units, doesn't offer a for-
mal mentoring program. But that doesn’t
mean CEO and Gen Xer Jeff Sinelli
hasn’t learned a thing or two from his

- "

Gen Y employees. “It’s a more colorful
generation, from jewelry to clothing to
body art,” he says. “I try to resonate with
them by wearing the same things they
do: jeans and Which Wich shirts and our
yellow and black tennis shoes.”

L]

Location.

® * L3
Visibility.

o L3

Accessibility.

Sinelli recently formalized communi-
cation channels. To speak with franchi-
sees, vendors or his management team,
executives use mainstream channels
such as phone or e-mail. For employees,
they communicate through a company
blog (blogspot.superiorsandwiches.com),
which features announcements of new
store openings and company events.

Still, Sinelli isn't taking chances
when comes to understanding employ-
ees. In January, he hired Gen Y expert

employees such as Byrd are welcome
in his restaurant. “They are dependable
and grateful to have a job, and they
usually do their best,” he adds.

Asked what advice he'd give to
restaurant managers who wanted to hire
the developmentally disabled, Briccetti
says, “l would tell them if the job is
very easy, then they should be OK with

hiring them.”

Vice President - Development
El Pollo Loco

Tanya Byrd, who is

developmentally “When you open a new business, there are
disabled, stocks plenty of things to worry about. Location
the salad bar e’ . ot .
isn't one of my worries — | worked with a o
:—zlr_ldhwast:? b Wal-Mart Real Estate Manager to purchase WAL*MART
Tluse::aa uby a Wal-Mart outparcel. With high visibility,
ughe’s Z.reli- great accessipility and proven custormer Realty
able and dedi- traffic, this s a perfect spot for El Pollo Loco
cated worker,” to call home.

says General
Manager Mark
Briccetti.

www.wal-martrealty.com
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PRODUCT SOURCE

HOT SPOT
The CDW-3N Convected Drawer
Warmer from Hatco uses even,
dry heat to keep foods hot,
flavor-fresh and crisp until
served. Features include
insulated top, sides and back,
a narrow model that fits most

kitchen footprints, and a digital ABOUT THE SIZE OF IT

controller for easy programming Brakebush Brothers’ Perfect Answers are whole-muscle

and display accuracy. The unit breaded chicken breasts and tenders that are perfectly

is made of stainless-steel, with portioned with no compromise in quality, eliminating guess-
angled handles to avoid glances work during service. Perfect Answers chicken is available
from passing carts. For more in- in 2.4- and 4-ounce fully cooked fillets and fully cooked or
formation, call (800) 558-0607 prebrowned tenders, in a full range of Brakebush coatings.
or visit www.hatcocorp.com. For more information, call (800) 933-2121 or visit

Hatco Corporation www.perfectanswerschicken.com. Brakebush Brothers

WARM
TASTE TEST BREAKFAST IDEAS
The American Egg Board’s
Mediterranean merchandis-
ing guide contains four chef-
developed egg recipes as
well as merchandising and
promotional ideas. Offer
patrons variety at breakfast
with Mediterranean options
Percentage of diners who say they’re more likely while increasing the bottom
to try something new if it is served as an appetizer line. For a free copy, call
instead of a main course, according to Restaurants & (847) 296-7043 or visit ¢ Tisaiior
Institutions’ 2009 New American Diner research. www.aeb.org/foodservice. Y MEDITERRANEAN IDEAS.
American Egg Board

MASHED IN MINUTES

Potato Pearls EXCEL Redskin Mashed
Potatoes from Basic American Foods
deliver the rich, buttery flavor of sweet
red-skin potatoes with quick-prep conve-
nience. Just add water and EXCEL Redskin
Mashed Potatoes are ready in minutes.

In a recent nationwide study, the product
scored 100% in key characteristics such
as flavor, color, texture, aroma, consis-
tency, and potato-skin identity. For a free
sample and full-color recipes, call (800)
722-2084 or visit www.baf.com.

Basic American Foods
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Ethnic Specialties

FINISH LINE
Steve Phillips World Cuisines from Phillips Foods are authentic, on-trend
finishing sauces designed to create products with ethinic appeal. The launch begins with
eight sauces featuring the flavors of Thailand and India; later full dishes combining protein
and sauce will be available. Phillips Seafood Restaurants use Steve Phillips World Cuisines
Green Curry Sauce for Mahi Mahi, Thai Curry and Coconut Rice (shown).
For more information, visit www.phillipsfoodservice.com. Phillips Foods, Inc.

FLYING SAUCES

From sauces for wings and sandwiches to pasta dishes, entrees and dips, Paradise creates an
ethnic sauce to suit any menu. Paradise will match an existing sauce or create a new, exotic trend
such as Spanish-style romesco, sweet ginger-orange or adobo. Top foodservice chains capitalize
on the trends with custom sauces for pizza, pasta, marinara, hot sauce, barbecue and salsa.

For more information, visit www.paradisetomato.com. Paradise

THE WRAP ON TORTILLAS

White Wings Flour Tortilla Mixes and Conestoga Frozen Flour Tortilla Doughs from C.H. Guenther
& Son allow operators to quickly expand menus to include Mexican and Southwestern specialties.
Mixes also are available in corn varieties, while frozen doughs also are offered in 4-ounce Flour
and 1.5-ounce Flour, Whole Wheat, Cinnamon Sugar, Butter, and Southwestern Salsa. For more
information, call (800) 531-7912, ext. 6403, or visit www.chguenther.com. C.H. Guenther & Son, Inc.

RING UP SALES
Tantalizers World Rings are naturally sweet Spanish onion rings

infused with a burst of international flavor and finished with the delicate, crispy bite of
panko breadcrumbs. Available in Island Breeze, a blend of island spices and coco-

nut; Baja Lime, with zesty chile and lime; Tandoori Spice, with the sweet, smoky

and slightly spicy influence of Indian seasonings; and Steakhouse Peppercorn,

with the bold flavor of freshly cracked peppercorns. For more information,

call (800) 766-7783 or visit www.tantalizers.com. GonAgra Lamb Weston
725

NOMICS

HIGHER PROFIT IS ALWAYS
MORE THAN LESS PROFIT.

Pay 0% Franchise Royalty Fees For The First Year

PREMIUM PAPER

SCA Tissue has earned Green Seal certification on a
variety of its products, making Tork the largest away- Your profit e
from-home sanitary-paper product brand in North Ameri- | W %
ca to earn certification by both Green Seal and Ecologo. |

Because it uses
100% recycled pa- ‘
per to manufacture .: MRV

its Tork products,

SCA Tissue annual |y As Pizza Inn conti‘nues to grow, we want to share in our success by

recyc les 750 Y 000 ~ helping entr.eprgneu.rs more ea.sily achi.eve t.he American dream. Tha.t’s
‘why we're introducing the Pizzanomic Stimulus Package: franchise

tons of paper, of a Pizza Inn restaurant now, and pay ho royalty fees for the first year.

which 400,000 are | ‘ !

post-consumer. For f )

more information, ‘

. | To learn mare, call our Franchise Development - -
VISIt www.scCa.com. ) / Department at 1.800.284.3466, or visit us Plzza
SCA Tissue online at pizzainn.com/ownastore. Inn
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ENJOY A SLIGE OF
POSITIVE SALES

Be a part of a strong casual dining concept.

We've been serving great tasting pizzas for over
33 years. Our 97 restaurants currently operate
in 24 states. We also feature great tasting
pastas, calzones, burgers, sandwiches and more.
Our extensive and active bar has state-of-the-art
TV packages and features 30 beers on tap and
another 80 varieties in bottles. We also have the
best customer loyalty program in the casual
diningsegmentinourWorld BeerTour®—with over

1 million registered members.

- Positive comp sales in 2007 & 2008 YTD
« Our Food to Bar Mix is 60:40
+ Overall C.0.G.S is 25%
- We allow conversions and end-caps

- A unique concept in the casual dining segment

*These figures reflect averages of 60 company-owned restaurants
opened for at least one full year in 2007. Substantiation of these
figures can be found in our Franchise Disclosure Document. 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.

For more information, visit

www.ocfranchising.com or call us at
303.664.4200
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SPECIAL ADVERTISING SECTION

Franchise
Developer

Profiles in Growth:
Jersey Mike's Subs

ome see hardship in a turbulent economy, but others
see opportunity. Bill Mapes is the latter. He has opened

four Jersey Mike's Subs shops in the Phoenix area in the
last year, with a fifth unit opening this month. Mapes has no
qualms about aggressive expansion in today’s economy: “|
think it's an opportunity to go after market share,” he says.

Q: How is this economy conducive to expansion?

A: | saw the slowdown as an opportunity to secure better
leases and to have a better selection of employees. We
negotiated our leases up front with very aggressive terms.
We're also able to be very selective about hiring employees;
for our first three stores we took in almost 350 applications
from Craigslist alone.

Q: What about financing such
rapid growth?

A: On my leases, | was able to get
quite a bit of tenant improvement
money back from the landlord.
Instead of spending that money,

I rolled it over into my next store.
We've used that money to pay for
almost all of our equipment, so our

only out-of-pocket expense has been
the tenant improvement. And because of the economic climate,
we've been able to get very good pricing from contractors.

Q: Have you changed your pricing to reflect the economy?
A: We always try to keep our regular subs under $7, a price we
think is comfortable for the customer. We feel that if we keep
our prices below a certain point, we'll build repeat customers,
which is important for growth. We also build value into every
customer visit, focusing on their experience and quality of
product. It's paid off. Our first three stores are typically in the
top 20 in sales companywide almost every week.

Q: How do you compete for dwindling consumer dollars?
A: Especially in an economic downturn, customers buy from
who they know. We're very active in the community with fund-
raisers and donations. Besides helping the community, it gets
our name out there in a positive light. It's paid huge dividends
with customers trying our product, and when the economy
gets good again, people will remember us first.




SPECIAL ADVERTISING SECTION

| N;JER
FmAN HISE A& WJIINMERL |

Famous Dave s prefers owners/opemfor's

N%EST experienced in full-service, casual dining &
with a desire to be Famous. Please contact &

ol
‘-, it Jim Schwitzer 800-210-4040 x1343

or jim.schwitzer@famousdaves.com
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. Frar;chise'.offer made by prospectus only. -
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Franchise Developer

THE MONEY MAKER OF THE YEAR!
SAME STORE SALES INCREASE 8.7% IN 2008!*

——

~ /,/ / ~ .
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) STARM
y

AND F’ﬁ%A‘MﬂZING FRANCH i M%NITY

Visit AlamoDrafthouseFranchise.com or call (512) 219-7800 for
more information. Minimum net worth of $1,000,000 required.

*Same store sales increase based on venues open at least 24 months during the 53-week fiscal 2008 versus the 52-week
fiscal 2007. This is not an offer to purchase a franchise. Offerings are made by Franchise Disclosure Document only.
© 2009 All rights reserved. Alamo Drafthouse Cinemas, Ltd.

INDUSTRYAEADIN G
UNTISEGUN UGS
Highest Profit Margin of any
$1Billion Restaurant Chain

26.3%

At Church’s Chicken, our efficient
new “Tower” building design
generates unit level economics
that tower over the competition.

mmm: mmm CALL 1-800-639- 3495 WWW.CHURCHSFRANCHISE.COM

Statistics for Church’s Chicken are from 2008 Franchise Disclosure Document, Item 19, and are based on 46 company owned restaurants in the “Tower” image. Statistics for restaurant industry
are from Restaurant Research LLC, Industry Data Report August 2008, Unit Level Data for $1B+ Chains (www.restaurantresearch.info). “Profit Margin” means EBITDAR (pre G&A).
©2009 Cajun Operating Company, under license by Cajun Funding Corp. This is not an offer to sell a franchise.
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VENDOR EXBHANGEJ

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

FOOD & BEVERAGE

SUPPLIES/SERVICES

Allens Inc. Back Cover. A full line of
canned, frozen and breaded vegeta-
bles. Call (800) 234-2553 or visit
www.allens.com.

Brakehush Brothers Inc. p. 12-13. A line
of chicken products from appetizers
to entrees. Call (800) 933-2121 or visit
www.brakebush.com.

Grecian Delight Foods Inc. p. 7. Makers
of artisan flatbreads, signature sauces
and spreads, and specialty meats.

Call (800) 621-4387 or visit the Web site
at www.greciandelight.com.

Red Gold Inc. Inside Front Cover. Value-
priced tomato ketchup. Call (888)
133-7225, ext. 60 or visit the Web site at
www.redgold.com/fs.

Stratas Foods p. 3. Manufacturer of

a complete line of edible oils. Call
(888) 404-1004 or visit the Web site at
www.stratasfoods.com.

BuyerZone.com p. 47. Online market-
place for buyers and sellers of business
products and services. Call (888) 266-
6766 or visit www.buyerzone.com.

Emuamericas p. 33. U.S. sales and
distribution of emu metalware chairs
and tables. Call (800) 726-0368 or visit
Www.emuamericas.com.

Franklin Machine Products Co. p. 40.
Replacement machine parts and
accessories. Call (800) 257-7737 or visit
www.fmponline.com.

Genpak p. 1. Takeout containers and
other disposable foodservice packag-
ing. Call (800) 634-1316 or visit the
Web site at www.genpak.com.

The Dial Corporation p. 33. Soap, hand
sanitizers, dispensers and general pur-
pose cleaners help ensure food safety
in commercial kitchens. Call (800) 253-
DIAL or visit www.dialdmd.com.

Wal-Mart Stores Inc. p. 41. Real-estate
opportunities. Call (479) 204-2020 or
visit www.wal-martrealty.com.

FRANCHISING

Franchise Developer p. 44. News and
opportunities for multiunit franchi-
sees. Call (630) 288-8467 or visit
www.chainleader.com.

Pizza Inn p. 43. Pizza chain is offering
franchise deals with no royalty fees.
Call (800) 284-3466 or visit the Web site
at WWWw.pizzainn.com.

EVENTS/EDUCATION

Chain Leader LIVE Inside Back Cover.
Trend-forward insights and solutions.
For more information, call (630) 288-
8235 or visit www.chainleader.com.

chainleader.com p. 27. Chain Leader
news, blogs and more are now avail-
able wherever you go. Visit the site at
mobile.chainleader.com.
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Want smaller

costs?

Time to let
BuyerZone
take charge.

Lower your credit card processing
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Executive Chef
Shane Schaibly
puts more exotic
ingredients into
the fondue pot at
The Melting Pot.

-
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ADDING
to the Pot

From classic French to Caribbean themes,
The Melting Pot’s evolving recipes for fondue
give guests something new to dip into.

comfort food with a worldly pedigree,
fondue keeps menus interesting at
Tampa, Fla.-based The Melting Pot. Chain
Leader talked with Executive Chef Shane
Schaibly about guest interest in more-
robust, pungent cheeses, internationally
themed specials and a new bar menu at the 140-unit chain.

Everybody’s interested in cheese these days.

What are you doing to keep it that way?

Every March and September, we offer a new version of the
Big Night Out, a limited-time-offer, fixed-price, four-course
menu. Each is loosely themed around a different region of
the world, and they are very popular. Sixty to 65 percent of
our guests opt for the Big Night Out.

Chain Leader I April 2009

Tell us about the one that launched in March.

Its a journey through Tuscany with a lot of traditional Ital-
ian flavors. The cheese fondue is a Quattro Formaggio, with
fontina, Gruyere, Gran Queso and a little bit of fresh mozza-
rella perlini—little, almost pencil-eraser-sized pieces.

Are your guests interested in more fully flavored cheeses?
Absolutely. Our cheese partner participates in our menu
planning, giving us the chance to pull out cheeses that most
Americans wouldn’t go for if they were at a store or even
from an a la carte menu. With fondue, you can blend [an
unusual cheese] with cheeses they're used to and get them
out there trying new things.

In March 2008 we did a Caribbean-themed fondue
with Gouda and Gran Queso, which is a local cheese that
mimics the style of Spanish manchego cheese. It has a little
more earthiness, a little more of a bite to it than mainstream
American cheeses. That fondue also included sweet Pep-
padew peppers from South Africa, which was an unusual
ingredient.

Did guests like it?

Absolutely. And so did our servers. They make the fondue
tableside, and it’s an 8- to 12-minute process. So including a
more exotic cheese gives the server a more interesting story
to share.

Your entrees are made in the fondue pot, too.

Any changes here?

There are four different cooking styles: bourguignon, which
is cooking in oil, or [cooking in] one of three bouillons:
coq au vin, mojo or court-bouillon. We don’t change these,
but the entree ingredients change. For example, the entree
course of the Tuscan Big Night Out features a Florentine
marinade: fresh garlic, rubbed sage, lemon zest, salt and

pepper.

And you're trying out a new bar-food program?

We have eight or nine restaurants in the program right
now. Its for guests who don’t want the two-and-a-half-hour
experience. Menu items include seared tuna, lobster quesa-
dillas, crab cakes, Kobe beef sliders, Tuscan flatbreads and
a cheese plate.

What else is new?

We've responded to guest requests for smaller meals. We
have a few restaurants out there offering three courses. Some
offer a shortened menu altogether. And I continue to try to
bring in new flavors. B

(o'W IAIS:H Listen to or download an extended audio interview with Shane Schaibly at www.chainleader.com.
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Southern F'avorite,
Outstanding Quality,
Popular Price.
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There’s never been a better time to buy Allens New Frozen Breaded Okra.

It’s stock-up season for Allens New Frozen Breaded Okra. Allens offers a superb quality product
and right now, supply is abundant—so it’s a perfect time to purchase. Allens rich, golden-brown
breaded Grade A Okra attracts new customers for keeps. Available in many styles, with a choice of
Heavy, Lite or Xtra Lite breading. Allens offers frozen Breaded
Onion Rings and Hush Puppies too. M

Call your Allens representative or phone Allens today Serving Up Memories Since 1926

at 1-800-234-2553, Ext. 335 for information about our PO Box 250, Siloam Springs, AR 72761
popular frozen products at very popular prices. 1_800_234_25’53’ Ext. 335 » wwwallens.com
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