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Introduction 

Owning and managing a successful restaurant may be beyond some people’s wildest dreams. Harlan Sanders lost his restaurant when the highway moved. With little more than a few ingredients, a pressure cooker, and his dream, he took to the road, worked hard, and built a fast-food empire. Today we call him Colonel Sanders. More recently a young man named Randy James found opportunity in the trust of a mentor named Bill Atherton and turned a small restaurant job into a successful career owning and operating restaurants and clubs from Oklahoma to Florida.

If your dream is centered on a restaurant or even a chain of restaurants, this book can get you started on the road to a wonderful reality. The opportunities in the restaurant industry are only as limited as your vision. Ray Kroc was a traveling salesman when he met Dave and Mac McDonald, the owners of a small but popular drive-in featuring hamburgers. Today, McDonald’s is the largest food-service organization in the world.

On the other end of the spectrum, a chef named Wolfgang Puck created a fine dining establishment called Spago that became internationally famous. Today, Puck owns a number of top-rated restaurants, writes cookbooks, has his own line of signature food products, and has a television cooking show reaching a national audience.

The person who said, “Plan ahead: It wasn’t raining when Noah built the ark,” probably wasn’t talking about the restaurant business, but the advice is still appropriate. Before you begin planning ahead, it’s wise to consider whether you should plan ahead. Clearly if this is your chosen profession, you will want to make plans. The most important question is, “Is this really a course you want to follow?” This book presents a number of topics and questions you should consider long and hard before taking any steps toward owning or managing a restaurant. The food and beverage industry is an exciting, challenging, and immensely rewarding career, but it’s not an industry to enter casually or without in-depth thinking and a good bit of soul-searching. So here are a few questions to help start some thinking:

• Should you own your own or franchise?

• Can you develop and implement a business plan?

• What’s your marketing plan?

• What’s your mission statement?

• Which is better: single proprietorship, partnership, or limited liability corporation?

• How will you arrange financing?

• Where is the best location and how can you acquire it?

• Can you develop a realistic budget and live within it?

• What are the applicable laws, rules, and regulations governing your operation?

• Are there sufficient suppliers and can they deliver on time and on budget?

• Can you recruit the various types of talent you will need?

• Do you know how to train people?

• Can you keep your staff motivated?

• What is your experience with inventory control?

• Do you know accounting procedures?

• Are you capable of managing different types of people and personalities?

• Do you have a support group, such as an attorney, CPA, bookkeeping service, insurance consultants, and marketing professionals?

• What equipment will you need?

• Where are the support groups I’ll need?

This is just a sample of the questions you’ll have to answer yourself or find the people and organizations that can provide them. But don’t let this list overwhelm you. This book answers all those questions—and more!


Part One

Part Two

Part Three

Part Four

Part Five

Part Six
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Asking the 
Hard Questions 

Do You Have the Necessary Knowledge, Skills, and Experience?

Can You Live the Lifestyle of a Restaurateur?

What’s Your Vision?

Do You Have a Concept or a Menu That Stands Out?

Do You Have a Mentor?
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Do You Have the Necessary Knowledge, Skills, and Experience?

Restaurant management is a terrific career. Ownership is a great vehicle for personal success and even considerable wealth. Certainly it’s a great way to make a good living, but this isn’t a business for the inexperienced. Profit margins are thin. Rapid change in trends is common. People must be managed without being driven. Government regulations can be intimidating. All of that, and more, is just part of the job, but it is important that you be able to handle that job day in and day out. Do you have the necessary talents to pull it off?

Take some time out for serious self-evaluation. What areas of the restaurant business find your experience, education, and skills lacking? Make a list of the type of information you need and find out where you can get it. Check your local colleges and universities for courses on management, marketing, advertising and public relations, the law, accounting, business procedures, the Internet, and any other area where you may be weak or not up-to-date. Read through this book, then check your list again. You may find you need to add a couple things and, hopefully, you can cut a few out as well!

Can You Live the Lifestyle of a Restaurateur?

Before you say “piece of cake,” seriously consider the commitment a restaurateur makes to his or her business. It’s rarely an eight-to-five job, certainly not during the early years. Emotionally, it’s a roller coaster for the owner and the owner’s family. Although the business can be very good, the strain can be hard for many to endure. Quality time with the family may sometimes be defined as washing dishes all night when some of the kitchen staff skips work to catch the Head Banging Chipmunks in concert. More than considering the effects on your lifestyle, you should discuss the matter in depth with all concerned.

Family Demands Must Be Balanced

The demands of restaurant management on a family can be extreme. Invest as much family and community time as you can while planning out your restaurant. At the same time, prepare your family for the time you will be investing in the business after the grand opening. You can also look for ways to involve your family in the business.

Any venture requires sacrifice, and that’s especially true during the preparation and start-up phase. Everyone expects to work long, hard hours to get a new business rolling. The problems can start creeping in when you’re still working those long, hard hours years after the grand opening. This can drain the emotional vitality out of a family or it can turn loved ones into “that guy who looks a lot like Daddy used to look.” Don’t delude yourself. The restaurant business demands a lot of time. Your family, civic clubs, recreational time, and personal life may suffer at the expense of the business.

In balance, for people who love the business, there’s nothing better. And you can achieve balance among your business, family, health, spiritual, community, and recreational lives. As the owner of a restaurant, you just may have to work a little harder to get there. Besides, even a busy owner-manager can find ways to work different aspects of his or her other lives into or around the business.

The restaurant business demands a lot of time. Your family, civic clubs, recreational time, and personal life may suffer at the expense of the business.

You May Get Lonely

It’s lonely at the shop. Although the owner may be surrounded by family, friends, good associates, loyal customers, and a wonderful staff, ultimately someone has to make the major decisions. Leadership requires responsibility, and that can be tough. Consider your ability to make and live with tough decisions. What’s it like to fire a longtime loyal employee because the economy has tanked? There are hundreds, thousands of tough decisions an owner or manager has to make, and they never stop coming. This is a career for people who thrive on challenge and responsibility.

Your personal income can take a real hit. Starting any new business requires enough money to operate until the business makes a sufficient profit to stand on its own. One of the greatest mistakes people beginning a restaurant make is to go in undercapitalized. Make sure you have enough in the bank to keep going through the lean months…or years. You may have to use your savings to keep things operating or keep the family expenses up with a spouse’s second income.

You’ll Have to Meet and Greet Your Customers

A manager or owner must be a personable individual who enjoys meeting and greeting people. If you aren’t a “people person,” you must either develop it or select your staff to compensate for your lack of ability in this area. Personality is as important as portions in building customer loyalty.

Everyone likes to feel welcome and that their patronage is important. Many people will choose one establishment over another simply because that’s where they find a friendly smile and a “glad to see you.”

We know of many instances where an individual or a family will allow others in a restaurant line to go ahead of them just so they can be served by a specific waitress or waiter. That’s called loyalty, and it should be returned. Strong relationships build long-term business and a lot of personal satisfaction. And never underestimate the power of “thank you” and “we appreciate your business.”

What’s Your Vision?

Is your vision to have a small place where a core group of loyal customers gather for fellowship as well as for the food? Do you want to earn enough to take care of your family? Is your goal to build something to pass along to your children and maybe even your grandchildren? Perhaps your goals are loftier than that. Do you want to own and manage the finest upscale restaurant in your community? Your area? Your state? Are your goals headed more toward building a business empire through franchising? Perhaps you’re even considering the possibility of creating such a powerful concept that you can begin your own franchise operation. Is it possible that your idea could be the next McDonald’s or KFC?

All things are possible in the restaurant business. Colonel Sanders lost his one restaurant when the highway moved and he had to make a living out of his car selling pressure cookers. Ray Kroc, founder of McDonald’s, started with a single hamburger stand he bought from someone else. The family-run restaurant not too far from your home or place of business has been operating successfully and serving happy customers for years, perhaps decades or even generations. Whatever you want to do in this business, you can do. The key is picking the right direction and following your heart (but using your head).

Do You Have a Concept or a Menu That Stands Out?

You want individuals, families, and groups of people to come to your restaurant. To ensure that, you have to have a good reason for those folks to hop in the car, drive across town, and wait in line for “their” table. People may try out a new restaurant for any number of good reasons:

• It’s a new restaurant.

• You’re the nearest place at mealtime.

• Someone called a meeting or family get-together there.

• He or she likes to experiment with new types of food.

• Someone just liked the looks of the place.

• They walked in by mistake and are too embarrassed to walk out.

Whatever the reason is okay, but the important thing is to get these folks back as regular customers. Basically, you do that two ways: your concept and/or your menu.
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Restaurant Highlights 1999–2000 

Americans love dining out. According to the National Restaurant Association (NRA), food service locations in the United States exceeded 595,000 units in 1994. The fastest-growing segment of the industry is the theme restaurant. The year 2000 was the industry’s ninth consecutive year of sales growth. According to the NRA, 48 percent of adults state that restaurants are an important part of their lives; 39 percent say restaurants permit them to be more productive; 53 percent place convenience as a priority; 88 percent say dining out is fun; and about 10 percent have surfed the Net to review a restaurant’s menu.

Restaurant sales are projected to hit the $577-billion mark in more than 1 million restaurants by the year 2010. This will represent about 53 percent of the consumer’s expense for food. Dining out is an American tradition that appears to be growing.



Consider Your Restaurant’s Concept

Randy often says, “Success isn’t rocket science. All you need to do is be unique, work hard, and serve people what they want.” The “unique” part is your concept of the type of restaurant you want to own or manage. An ethnic concept might be your cup of (oriental) tea. Or you might want an old-fashioned “greasy spoon,” where the neighbors congregate for the gossip as much as for the food. Some people would prefer high-end restaurants with fine china and linen tablecloths. Perhaps you’d like an ultra-modern glass-and-brass dining establishment. Or a down-home steak house with sawdust on the floor and clipped businessmen’s ties nailed to the roof. Your concept is a vision of your restaurant. Is it one that will draw customers again and again?

It’s never too early to start visualizing how your restaurant will be laid out and how you want it to look. An Italian restaurant can be a bare-bones arrangement of used tables and chairs, old Italian festival posters on the walls, and a menu that’s no more varied than “thick crust or thin.” It can be a small, cozy family institution with red and white checkered tablecloths, candles held in used wine bottles, and an owner who loves to sing “Figaro.” An Italian restaurant can also be built on the upscale model, featuring linen tablecloths, the town’s best chef, exclusive wines, and a dessert tray that reinvents the meaning of calorie. Which fits your vision?

Start seeing that vision come into reality. Begin thinking about the layout of your tables and kitchen and how you’ll manage the traffic flow. Put yourself in your customer’s eyes and take a mental look around. Do you like what you see? If not, start working on ways to make changes. A little creative visualization early on can turn a potentially harsh reality down the road into a pleasant one.

Put yourself in your customer’s eyes and take a mental look around. Do you like what you see?

Think about Your Menu

It’s not too early to begin outlining the type of food and beverages you’ll be serving. The amount of questions that require answers will probably surprise you. For example, if you’re opening an Italian restaurant, will you want to serve pizza? Will your customers want traditional pizza or gourmet? Thick crust or thin? Should you include calzones? Pizza means a pizza oven. Should the oven be the standard gas-powered unit or a brick oven? Fine wine goes with fine Italian food. Wine means a wine list, wine storage, wine glasses, and a liquor license. You’ll have to find sources and suppliers and apply for the appropriate permits well before opening day. Do you plan to serve beer? Should you go with domestic brands, feature Italian or European beers, or a mix? Should you offer draft beer? If so, that means more equipment, space for beer barrels, and a freezer for beer mugs. You see, each decision leads to an entire lineup of more questions, all needing answers and some requiring specific action.

A menu is also a powerful draw. Again, ethnic restaurants from Indonesian to Italian, Moroccan to Mexican, or Southern to sushi are extremely popular throughout the country. Keep in mind that all types aren’t popular in all locations. We doubt if there are many sushi bars in Alabama or Wyoming. The Lucky Dog carts in New Orleans do a great business, but you don’t see many of them in Chinatown or outside the gated communities of Scottsdale. That gets back to another part of Randy’s quote. Place your vision in a location where people want to share it.

What type of menu do you want to prepare? What type can you prepare? Can you and are you willing to change your menu to meet the changing desires of a fickle public? A certain clientele will always want “meat ’n taters” while another will insist on strictly continental. And there are gradations and combinations of all types in between. Your menu is a critical element of your success and deserves the utmost attention. What do you have to offer? Will the public buy it—repeatedly?

Your concept and/or your menu will dictate many decisions affecting the success of your business. For example: They make a statement that will attract or repel potential customers. “All right! This burg finally has a place to eat sushi.” Or, “Raw fish! Sorry, darlin’. You put some batter on that thing, deep-fry it, and then maybe I’ll eat it.”

Each will, to a point, dictate your location. If your menu contains words such as brie, truffles, or coq au vin, you probably will not want to locate next to the junkyard or the hog-rendering plant at the edge of town. Each will influence the direction of your marketing plan. Generally, there’s just no use in buying, preparing, advertising, or publicizing grits and hog jowls with collards and cornbread to a gated community with million-dollar homes owned by people who make Frasier Crane seem rather dowdy. To a great extent your concept and menu will determine the design, look, and atmosphere of your restaurant. Flaming torches, carved Tiki gods, and waiters in colorful Hawaiian shirts will only confuse the patrons of Vito’s Portabella, Pizza & Pasta.

Your concept and menu will affect your selection of personnel. Regardless of skill, experience, and personal charm, you will not find fat, bald men with moustaches carrying trays at Hooters. Servers at Mom’s Greasy Spoon may only need four skills: a good memory, a pleasant personality, the strength to carry heavy plates, and an ability to laugh at the same joke several hundred times a year. The server at a continental restaurant in an upscale community will have to be fully trained in the skill and art of serving food.

Your concept and/or your menu are the building blocks of your success. You have many options. Just make sure that your foundation is solid before you start building.

Do You Have a Mentor?

One of the best steps you can take as you think about running a restaurant is to find a mentor. Team up with someone who is successful in the business—someone who loves being a manager of a restaurant—and learn directly from his or her personal experience. That’s one of the fastest ways to learn the ins and outs of a complex and ever-changing business.


[image: 3]

A Bit of Perspective on Profitability 

You may have heard about slim profits and the difficulty in maintaining a profitable operation in this business. That can happen, but there are always two sides to a story. The U.S. economy dipped into a slump prior to and during 2001, yet this industry outperformed the overall economy that year. For example, eating/drinking establishment sales increased 4.4 percent on a year-to-date basis. The sales gain for the overall economy was 3.4 percent. During that same period, employment increased 1.4 percent compared to the 0.6 percent gain in the overall economy.

Restaurants aren’t recession-proof, but as a rule they are affected less than the rest of the economy. During the past thirty years, the national economy posted only five years of negative growth. According to a report from [image: m]www.restaurants.org, within that same period, the restaurant industry posted only three years of negative growth, and those losses weren’t larger than 0.2 percent.



Look for Successful Role Models

Finding a good mentor is not as difficult as many think. Lots of top people are delighted to help someone on the way up. They’re flattered at the respect and attention and they feel a sense of accomplishment and pride when the people they help out achieve success. Look around for successful restaurateurs and make an approach, either via an introduction by a third party or by just introducing yourself in person. Many business leaders aggressively seek out talented people to mentor. Don’t be discouraged if you get turned down a time or two. Just keep researching and making contact, and your mentor will show up.

Remember that Mentoring Is a Two-Way Street

Mentoring is a two-way relationship, one that can last a lifetime. Always be on the lookout for ways to return the favor. Too often young people on their way up get a good start and then forget about those who helped them get that start. It’s unfortunate and shows a lack of gratitude and basic human decency. On a practical level, it’s also bad business.

Here’s one last word on the subject—avoid negative “mentors.” Every business has a number of people more than willing to tell some young person how rotten things can be. “You don’t want to be in this business, kid. It’ll break your heart.” Such “expert” advice isn’t worth the hot air it takes to blow it. Unsuccessful people in any business just love to share their misery. It seems as though they seek to justify their own failure by doing their best to see others fail, too. Your mentor should be someone who is successful, enthusiastic, and in love with the job.

It’s important to remember the help you received from your mentor once you build your own success story. That’s the time to start doing a little mentoring of your own.


[image: 2]  Every Restaurateur Leads a Team 

You must know how to recruit top talent, and that’s no easy task. More than that, you have to know how to manage and motivate that talent. Personnel turnover is inevitable. Finding talented replacements and blending them into an existing organization is a skill in itself. For example, sometimes newcomers are welcomed with open arms by the staff. Other times they’re greeted with cold shoulders or even hostility. “How dare the boss replace good old Bert with her!” Personnel problems have a way of finding their way directly to your bottom line.

The food and beverage business, more than many others, is a people business. As a base of loyal customers and as loyal employees, they are the lifeblood of your success.
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Deciding Which Type of Restaurant You Want to Operate

Okay, so you have a powerful idea, therefore your time has come. You want to own and/or manage your own restaurant. The challenge is to turn that ephemeral dream into a solid and profitable reality. We’ve covered some of the initial steps in Chapter 1. Now is the time to make a major decision. Should you own your own place or invest in a franchise operation? Only you can make that decision. Whichever route you choose, realize that it is a long-term decision, one with many serious benefits and consequences. It’s not something to be taken lightly. Invest the time and money for consultation with your attorney, accountant, financial advisor, and business friends you trust.

Before making the decision, let’s take a brief look at the types of restaurants from which you can choose.

Invest the time and money for consultation with your attorney, accountant, and financial advisor.

A Café or Grill

These are the small, blue-plate special outfits often found in rural communities and around industrial and commercial areas. They are frequently called “greasy spoons,” which is for the most part a title of fondness. Patrons are blue-collar workers, office workers, and salespeople on the road, people who want a lot of good, basic fare at fair prices. Tablecloths, if present, are usually oilskin. Plates are thick, white, and heavy. The napkins are paper and are dispensed at the table from a metal canister next to the squirt bottles of ketchup and mustard. Menus must be basic, limited, and full of popular dishes. The owners realize that because profit margins are slim, they must get people in, serve them quickly, and move them out so other patrons can take their places. Wait staff can be surprisingly professional, and their personalities often draw more repeat business than the menu. Cafés and grills are generally single operations and are not franchised.

Fast Food

These are for the most part regional and national franchise operations: McDonald’s, Burger King, Wendy’s, and a host of others. Food items are ordered in bulk and delivered by company-owned trucks or from rented fleets. Many menu items are stored in the freezer and are not prepared until ordered. The goal is to provide meals and snacks as quickly as possible to as many people as possible. The menu in a franchise operation in Boca Raton will be identical to the menu in Bakersfield, Boise, and Baton Rouge. In a sense, the market for a local franchise can be considered national, although only in the sense of tourists or businesspeople passing through.

Labor costs must be kept in control. Cooking skills are at a minimum and generally consist of taking French fries out of the fryer before they turn into toothpicks. Service skills are also at a minimum, because the servers generally just take items handed from the cooking area, put them in a sack, take the customer’s money (hopefully with a smile), and move on to the next person in line. Patrons in a sense serve as waiter and waitress. Paper napkins, straws, and plastic utensils are distributed from an area separate from or placed on the counter. Plates, if needed, will be plastic. The average cost of a meal will usually be lower than at a café or grill. Catering to America’s need to drive and to get back on the road, many franchise operations feature drive-through windows.

A Family Restaurant

These are usually larger and more upscale versions of the café or grill and are dependent upon local traffic and repeat business. Some national chain operations also fit into this category. Olive Garden or Chili’s aren’t really fast-food joints. As more and more families have two wage earners, these operations have grown in popularity. Not only do mom and pop have less time to shop for and prepare meals, they have a bit more disposable income and can afford to eat out more often. Many menus feature special sections featuring children’s meals at reduced prices as an inducement to the family trade.

You will find all types of family restaurants, from general purpose operations offering a little bit of everything to ethnic dining specializing in a single type of cuisine. The menus will be more varied than at a grill or fast-food restaurant and may feature luncheon specials or specials of the day. Alcoholic beverages are served in many family-style restaurants. Cloth tablecloths may or may not be in place. Napkins may be cloth or paper. Waiters and waitresses are friendly, fast, and well-trained. Mealtimes will be considerably longer than time spent in a fast-food franchise or a café. Because there are so many family restaurants in so many categories competing for the same customers, the owner faces a real challenge in making his or her place something special that will draw repeat customers. 	Often this special something is the personality of the owner or manager. Family restaurants are single operations but are also being franchised.
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Restaurants Can Do Well in a Recession 

Despite a recent trend in which families reduced the amount of expenses out of the home, the restaurant business has pretty much remained stable, according to a survey by Restaurants and Institutions magazine published in 2002. More than one-fourth of survey recipients reported they had eaten out more in 2001 than in 2000. Just over two-thirds of the recipients stated they planned to visit restaurants at the same frequency of the previous year. Mitchell J. Speiser, restaurant analyst for Lehman Brothers, Inc., said, “Americans are just going to continue to eat out, whether in good times or bad.”

The experience has become part of everyday life. The nation’s healthy appetite for restaurant dining points to a healthy business environment for the industry for some time.



Fine Dining

Gourmet or upscale dining facilities rely heavily on high-quality food, the skills of a professional chef, and an elegant atmosphere that attracts and holds customers. Dining requires considerably more time, and the prices are the highest of the categories presented here. The cost of a meal can run from high to sums a lot of people would consider outrageous. In addition to superior meals, the restaurant may also feature cocktails, a list of unique appetizers, top-quality wines, specialty desserts, gourmet coffees, and even tableside entertainment. Management’s goal is to turn a meal into a dining experience that the patrons will want to repeat.

Many fine-dining establishments can be found in upscale hotels and resorts. Often the chef is the real star and may attract a sizeable number of “fans.” This is something for the owner to consider, because you often occupy the position of a talent scout. A great chef is a great draw—unless he or she moves on. Then the “fans” may play follow the “leaver.” 	Retaining customers when a top chef leaves is a key responsibility of the fine-dining restaurant owner. Your customers deserve the excellent service they’ve come to expect.

Obviously there are too many variables in these types of establishments to list, and some can be difficult to categorize. Is it a midsize restaurant or just a very large café? Is Big Bubbah’s Bar-B-Que ’N Brew a blue-collar roadhouse or a quirky upscale theme restaurant catering to young, upwardly mobile business types? What matters is which type attracts you. What kind of restaurant do you really want to own or manage? Once you’ve made that decision, you have to discover whether there’s anybody who’ll show up at your grand opening and if there’s a chance you can make any money managing your dream.

Staying on Top of Changes in Your Market

In a very practical sense, you have to be a bit of a psychic to run a successful business. Trends are always changing. That’s not to say you should change your concept or menu every time a new trend comes along. Crowds are notoriously fickle, and by the time you make such a radical change, they could have moved on to the latest hot fashion. By the time you install that expensive video projection system for your “Meal and a Movie” night, the crowd could be moving down the street to a competitor featuring “Dinner and a Dance.”

A good manager always stays on top of trends, but that doesn’t mean you have to follow them. It’s just common sense to know what’s going on and to make an educated guess as to where things are going. Are there any population shifts in your community that might shift your patrons with it? Will the current economy hurt or help your planned expansion? Who are the local movers and shakers, and do you want to attract or avoid them? What is the outlook for a qualified labor supply over the next three years? What happens if a supplier goes out of business? You can still visit your friendly neighborhood psychic. Of course, you’ll still have to interpret her “I see red in your future.” Does that mean you need a new coat of paint? Is she referring to tomato sauce and a need to change to an Italian menu? Or does she see the red ink of financial loss after you’ve opened up “The Communist Antipasto” down the street from the local FBI?
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Four Ps That Determine Your Restaurant’s Success 

Consider the following four Ps that determine the overall success of your operations:

• People: To be precise, your people are the ones who deliver the product to the patrons who provide the profit.

• Product: That’s the fare. Regardless of your location, your décor, your personable wait staff, and your own dazzling personality, the reason people show up at your door is to eat.

• Patrons: Patrons are those nice folks who gladly hand over their money every week to taste your fare.

• Profit: Without a profit you won’t be in business very long. Profit is the ultimate goal. That’s the way you stay a restaurateur.



Play “What If”

The best advice we can give for seeing the future is to play the game called “What if.” Just imagine all the scenarios possible, ask that simple question, and come up with sound answers. Play the game and you’ll be amazed to discover your own psychic power.

“What if” is a great way to exercise your mind and to anticipate opportunities and obstacles. The rules are simple. Think about any situation (past, present, future, real, or imagined) and ask yourself “What if?” Then answer with your best dream, worst nightmare, or most recent thought. What if we opened on the other side of town? What if we opened six months later/earlier? What if the mill closes down? What if my supplier of ______ fails to show up? What if my chef quits? What if a patron gets hurt on my property? What if a thief pulls a gun during the dinner hour? What if the senior citizens tour bus pulls up unexpectedly? What if we changed the menu? What if we didn’t offer takeout? What if we opened banquet facilities? The game can go on forever or for at least as long as you’re in business. It’s particularly helpful during the development and prior to the startup phase. There’s no win or lose, only insight. Play it and play it often. You’ll be surprised at the number of hardships you avoid and the number of hidden opportunities you discover.
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Change Encourages Repeat Business 

Friday’s has an impressive ability to keep their store sales on the increase. Besides a fun atmosphere and good food, what’s their secret? Simple. They change their menu often. It has been estimated that as many as 20 to 25 percent of restaurant patrons don’t return as often as the owners would like because their menu is stale. After watching Friday’s success, Randy started changing his menu four times a year (each season). He keeps 75 to 80 percent of his existing menu, the top sellers, and then adds some new items. He also has daily or nightly specials and tracks how well they sell. The most popular dishes are added to the regular menu. By constantly updating your menu, your customers will react with their repeat patronage.



Drive By Your Competition

Once you start in earnest, word will get out on the streets that a new restaurant is in the making. Certainly by the time you apply for permits from the city, your competitors will know that you’re planning a move into their territory. Count on the fact that they’ll be driving by to check out how your operations are progressing. There’s nothing wrong with doing a little driving of your own.

Eat at Joes. Or Luigi’s, the Kung Pao Palace, or whoever is your competitor. Get a taste of their food and beverage menu. Look at their décor and surroundings. Notice what works and what doesn’t appear to be working well at all. Make notes on things you could change or do better to make your operations smoother and to better serve your clientele. Also, conduct a little head-hunting. If you find a great waitress, bartender, or whomever, file the name away and consider making him or her an offer of employment when you need that personnel.

Collect and Study Information

Create your own reference book, a collection of plans, projections, concepts, notes, helpful articles and printed matter, forms, case histories, wild and crazy thoughts, and anything else you believe has potential value.

You can keep these in a yellow legal pad, the familiar three-ring binder, or in your computer. When using computer files, be sure to make a hard copy of everything. Computers crash. Software goes bad. You don’t want to lose six months or a year of valuable information. Some items that might make your list (and surely you will add more) could include:

• Restaurant industry news

• Restaurant, price, and labor trends

• Local restaurant reviews

• Trade association news

• Business and operational forms

• Case histories (failures and successes) and your analysis of them

• People and subjects to explore or who may be of assistance

• Good and bad ideas

• Information on suppliers

• Legal cases involving restaurants, lounges, and the food and beverage industry

Do Your Own Thinking

It is important that anyone beginning a restaurant conduct extensive research from as many sources as possible. It’s just as important that you evaluate the information you receive and come to your own conclusions. Often, the experts don’t get it quite right.

Restaurant Business magazine, one of the industry’s national trade journals, ran an article in July 2001 noting some of its hits and misses. Here are a few of the misses. Back in 1903, the magazine predicted that the soda fountain would surpass the saloon in popularity. Apparently the editors believed that the public would reject bourbon and booze for banana splits. When was the last time you even saw a soda fountain? In the early ’60s, they advanced the notion that “taco dogs,” wieners served in taco shells with taco-style fillings, would sweep the nation. This craze would be followed swiftly by the adoption of “taco cones,” tacos served in shells shaped like ice cream cones. Conveyor belts would permit faster more efficient customer service when installed in most restaurants, or so they said in 1958. And in 1909 the magazine noted that women would never successfully compete against men in the nation’s restaurant job pool. Currently, about half of all restaurant workers are women. These notes aren’t meant as a slap against a respected magazine. They got a lot of hits as well as misses. Rather, they’re to point out an important fact: Regardless of the reliability of your sources, ultimately the responsibility for decision-making and for living with those consequences rests on your own shoulders.

Keeping Prices Low and Quality High

Prices rise. The cost of food, supplies, and labor are always going up, and at some time you will have to adjust your menu to keep things in balance. Be sure to read your market carefully. People expect prices to rise now and then, but you don’t want to give your patrons a case of culture shock.

Watch Your Competitors

Keep an eye on your competitors. You don’t want to be too far out of line. If your read of the market tells you that you shouldn’t raise prices at the moment, there are alternatives. For example, you can alter your menu by eliminating items that the are most costly for you to prepare. Think about doing a partial menu overhaul. An updated menu can have two advantages. One, new items can spur new interest. Two, you can select menu items with lower costs, which can mean higher profit. If you can’t raise your prices you can at least lower some of your expenses.

Never Compromise Your Standards

Never, never, never compromise your standards. Always keep the quality of your food and your food service high. If costs are too high, alter your menu as suggested above. Cutting quality has a way of backfiring. A pizza restaurant that shall remain nameless once decided to advertise a two-for-one offer. That’s usually good marketing. In this case, however, the manager decided to “save money” by spreading the toppings for one pizza on two. People soon realized that they were paying for two pizzas but were really getting something far less. Business dropped off and the company lost a lot of formerly loyal customers.

Staff reductions are often necessary adjustments to market forces. If you have to cut back, you have to cut back, but don’t reduce your labor costs to the point of reducing the quality of your service. You can cut back on staff hours by letting people off as business for the day decreases. Reduce the cost of your indirect labor, such as bussers, bar backs, dishwashers, prep cooks, or hostesses. Do you really need that busser, or can the wait staff or management pitch in and clean off a few tables? During slow hours, you can let your bartender off early and allow management to handle the shift.

Don’t allow your choice of equipment to compromise your quality. Regardless of how much you saved on the “bargain,” if equipment is slowing production or causing customer complaints, get rid of it. You can easily replace equipment. Replacing a lost reputation is significantly more challenging.


[image: 2]  Think Carefully about Coupons 

Sometimes a two-for-one offer is good marketing. It’s not a tactic for every situation. Coupons or special offers must be in line with the image of your restaurant. If your theme or image will not support these type of promotions, you’re better off in the long run to avoid them. People have a tendency to equate lower prices with lower quality.
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PART ONE DECIDING WHETHER—AND HOW—YOU WANT TO RUN A RESTAURANT
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Analyzing Your Restaurant Idea

In the film Midway, about the World War II battle in the Pacific, a character played by Charlton Heston discusses the quality of naval intelligence. The intelligence officer, played by Hal Holbrook, explains that his staff estimates are based on a bit of information here, a dab of intelligence there, and a lot of creative thinking. “You’re guessing!” shouts Heston. Holbrook gives him a wry smile and says, “We like to call it analysis.” That pretty well describes a feasibility study. You gather as much information possible about your proposed business and then make an intelligent guess and/or analysis of the situation.

Understanding the Elements of a Feasibility Study

A feasibility study should consist of a review of at least the following elements:

• Geography

• Population

• The local economy

• The competition

• Local business and industry

• Tourism and conventions

• Local real estate

Geography

Where are you going to put your restaurant? You have to determine the boundaries of your trade area, the geographical limits of the people your restaurant can serve. More than 2 million people make their home in the Phoenix metro area. That’s a tremendous market. But if your Tacos ’N Taters shop is located in the east valley, chances are slim to none that folks over in the west valley are going to drive an hour just to sit down to a plate of your world-famous guacamole spuds. The distance is too far, the inconvenience is too great, and there’s lots of guacamole in between.

What, then, is the logical geographic trade area for your type of restaurant? You’ll need to evaluate such things as accessibility to interstates and major traffic arteries. Can people quickly and easily get to your parking lot? Is there enough space for a parking lot, or will you have to provide valet parking? Check out the public transit routes, too. Talk to people at the chamber of commerce and in local governments. Find out what plans are being considered or are in the works for your target area. The proposed widening of the street in front of your proposed business could mean easier access for your customers, not to mention increased walk-in trade. Of course, there’s that little problem of the year and a half of construction during which access to your property will be severely restricted. Can you manage the loss in profits during construction? Should you wait to begin till after the street is widened or should you look elsewhere? This is the type of geographical data that can make or break a business. What is the logical geographic trade area for your type of restaurant?

Population

Once you’ve taken a good look at where, it’s time to get an idea of who. It is important that you develop an accurate and in-depth analysis of your potential customer base. Head down to the local library and take a look at the U.S. Census data. The research librarian can point you in the right direction and even help you locate other facts about the community. You can also access census information from the Bureau of Census in the Department of Commerce. Local resources will include the chamber of commerce, city planning departments, zoning departments, building inspectors, real estate associations, and the local restaurant association. Speak with the city councilman for that area and don’t neglect the information gold mine of retired mayors and councilmen, who may speak more freely since they’re not up for re-election.

Make sure to evaluate the economic history of the desired area(s). Is this community or neighborhood in transition? And from what to what? Does it show a steady rise in a population with enough income to support your proposed restaurant? Determine the age group(s) living there and where the trend is heading. Will your population base still be around in ten years? In other words, can you grow with the community or will the community’s growth stunt yours? Here’s a list of other essential information.

• Number of home owners

• Number of renters (homes and apartments)

• Number of dwellings

• Type of dwellings (single-family, apartment complexes, etc.)

• Existing zoning

• Proposed zoning

• Education level of area residents

• Employment classifications of area

• Marital status of people in the area

• Average household income

• Ethnic make-up of the area

• Proposed shifts in population density

• Age breakdown of area residents

• Type of businesses moving in or out

You can find any number of professional companies that conduct this type of research. Many more companies say they do, but have very little experience. We recommend that you interview a number of professional research organizations. Be sure they really know how to conduct market research before you hire them. Ask for references and call those references. A full-service advertising agency, marketing firm, or public relations company may create award-winning brochures and radio spots, but that doesn’t mean they know beans about population density or city zoning policies. Find someone or some company with a proven track record in this specific area.

Additionally, you should conduct your own research by investing some time in the community or neighborhood. Drive around. Stop at some of the businesses. Have a beer at the local tavern or a cup of coffee at the Busy Bee Café. Talk to the waiters and waitresses, the postman, the neighborhood policeman, and anyone else who can give you some insight. Depend on your research firm for raw data and analysis, but don’t neglect the importance of your own experience, insight, and gut instinct.

The Economy

A candidate’s successful bid for president of the United States was helped in no small measure by an advisor who posted a sign in a prominent position, “It’s The Economy, Stupid!” The local economy in your chosen area is just as important. You probably don’t want to move an upscale restaurant into a neighborhood on a downward economic spiral. You could be mortgaging your business future to a bottom line that will ultimately bottom out. An honest evaluation of the economic health of the community is in order.

You’ve surely heard that the success formula for business, especially restaurants, is “location, location, location.” There’s more to success than that, but it’s certainly an essential and perhaps overriding consideration. Make a mistake in choosing your location, and you will have to live with that mistake for a long, long time. Keep in mind that even if the business doesn’t make it, you may still be responsible for the lease or purchase of that property. Does the location fit the restaurant you want to establish within it? Can the residents of the area afford to dine there, and is it likely that they will want to?

The Competition

Who has gotten in there ahead of you? This information is critical. If your type of restaurant will be the only one like it in the community, that could be great. But find out why. A German, Mexican, or Cajun restaurant might not be a good fit for a community that is rapidly being dominated by Chinese or Romanian or Moroccan immigrants. Then again, that might be just the niche the market needs to be filled. You, or your research firm, have to get in there and find out. Here’s another factor to consider: Just because there isn’t a competitively themed restaurant in the neighborhood now doesn’t mean there isn’t one on the drawing boards. Head back to city hall and see what kind of restaurant building permits are being issued.

If direct competitors are located in your target area, you can:

• Change your concept

• Consider moving to another area

• Decide to get in there and slug it out


[image: 2]  Profile the Economic Health of the Community 

While you’re down at city hall checking on zoning and population characteristics, visit the economic development offices and the city planners. Ask the people working there where the area has been, where it is, and where they believe it could be going. Check the zoning office to determine the nature of uses in the area: residential, commercial, industrial, or a mix of elements.
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Standing Together May Be Better than Standing Alone 

Don’t be afraid of competition if you firmly believe you can be competitive and maintain profitability. Also, many cities have an area or several areas called “restaurant row” in which any number of operations are run side-by-side. Often the “row” is located near a major tourist attraction or an entertainment draw. For example, you’ll often see a major shopping center ringed by all kinds of dining facilities. The same can be said for gambling casinos, sports arenas, and motion picture complexes. Whether you want a place on the “row” or a stand-alone, you must determine whether there is a sufficient market base to support your facility and that the base will be stable long enough to make your efforts worthwhile.



Local Business and Industry

Evaluate the nature of the businesses and industry in the area. Does the work force represent a viable market? Can you attract them to your restaurant? Do you want to attract them or are you after another market? Local business makes for good business, especially if the population likes to get away from the job during the lunch hour. Additionally, your facility might be structured to provide breakfast, lunch, or evening meeting facilities for the businesses in the area. Local business clubs are often on the prowl for a regular meeting place with good food and friendly service. Also, consider the benefits of catering lunches, meetings, and seminars for businesses in the area. Visits to the chamber of commerce and several of the local business and service clubs can provide a wealth of information. You can also pick up valuable networking contacts, potential customers, and get a taste of what the competition is serving for lunch.

Tourism and Conventions

Restaurants are always a major draw for the local tourism industry. Just look at how they are promoted in the convention and tourist bureau brochures, the city guides, phone books, and promotional handouts. Make a personal visit to the convention and tourist bureau to get a handle on the situation. What type of establishment or cuisine is the traveling public seeking? What do salespersons, managers, and executives enjoy when in town for business? What types of restaurants have drawn tourists in the past and what types have failed? Be sure to investigate the local fairs and festivals. During these times, tourists and locals tend to invest a lot of their dining funds down at the carnival. Instead of accepting your losses during those times, investigate the feasibility of joining in by opening a food booth. That’s a great way to make a few dollars and expose a lot of people to your restaurant and its fare.

Local Real Estate Market

The shape of the real estate market is a key indicator for your feasibility study. If housing starts are slow and if foreclosures are numerous, the population may be in a recession and without the discretionary funds for dining out. If the dollars are turning in the housing and rental markets, then people clearly have money and are willing to spend it. Your challenge, then, is to get them to spend it down at your place.

You’ll also need to get accurate financial data on lease and purchase costs for your building. Visit local real estate offices and commercial developers, people who have a handle on the local scene. Look for opportunities. Make contacts. And get a good picture of trends and changes occurring or expected to occur.

Include a SWOT Analysis in Your Study

Make a list of your Strengths, Weaknesses, Opportunities, and Threats— that’s called a SWOT analysis. Examine internal factors: your personal experience and knowledge base regarding the kitchen, dining areas, marketing, finance, your ability to lead, management skills, technological skills, and general knowledge of your market. Think about your contacts for suppliers, employees, and in the business community in general. Be honest with yourself about your financial base or the lack of it. Consider what you can bring to the table personally.

What constitutes your local environment, including economic, legal, political, technological, social, and cultural factors? Look closely at the competition and the demand or potential demand for your proposed operation. Conduct a thorough analysis of the neighborhood demographics, traffic patterns, access to your property, neighboring noncompetitive business, surrounding housing, current marketing trends, eating patterns locally and nationally, family make-up in the area, and the potential employee pool. Most important, determine whether there’s a real need for your restaurant in your selected area.

Searching for Information

The more you know about the business, the better you’ll be able to assess whether it is the right opportunity for you and your goals in life. Fortunately, there is a wealth of information readily available. Sources of basic information about all phases of the industry are all around you.

The main thing to remember is that you have a lot of information and resources literally at your fingertips, a phone call, or a short drive away. So log on, dial out, shift gears, and get moving!

The Internet

The Internet is an obvious first step. Log on to [image: m]www.restaurant.org, the Web site of the National Restaurant Association, for all kinds of information about all phases of the business. Tap into other subjects related to the business for additional information, such as restaurant, lounge, brew, food service, and so on for a surprising number of sources. One word of caution— not every site on the Internet has the backing of a national organization such as the National Restaurant Association. Consider the source and verify important data from other sources.

Library

Your local library is another good early step. It probably carries one or more restaurant publications or may be able to get you copies from a larger or main branch. If you can think of a subject related to this industry, there’s probably a magazine, a tabloid, or a newsletter devoted to it. These can be rather generic publications such as Restaurant Business magazine, Restaurant News, Restaurant and Institutions magazine, and U.S. Foodservice News, or they can be quite specific, such as the trade journals Tea and Coffee, Frozen Food Age, and even Meat and Poultry. Many of these and other publications will have Web sites.

Local and Regional Trade Associations

Local and regional trade associations may also provide a wealth of information. For example, Randy is a member of the Louisiana Restaurant Association. Check out your local phone book, the Internet, or a local restaurant owner for information. Chances are there’s a public information desk in the organization. Ask about upcoming trade shows. Attending one of these functions will give you exposure to the real world of owning and managing a restaurant. You’ll get to meet owners, managers, and suppliers of all kinds of equipment, products, and services. In addition to gaining valuable information, you can start building a network of professional associates.

Local Chamber of Commerce

Your local chamber of commerce will have a new business development center or at least a business information department or section. They’ll most likely have a number of relevant publications, studies, brochures, and other types of basic information. They can also put you in touch with reliable restaurateurs in your area who can act as mentors or at least provide some real-world experience. Consider meeting with their representatives of SCORE, the Service Corps of Retired Executives. This is a group of experienced, business-savvy individuals who volunteer their time and expertise to help people just like you get a good start in business.

Attending trade functions will give you exposure to the real world of owning and managing a restaurant.

Small Business Administration

Contact the Small Business Administration (SBA). This is a government agency dedicated to promoting the interests of small business. The agency runs the SCORE program, usually through the local chamber. They also run Small Business Development Centers (SBDCs), usually through a local university, which can provide advice and counsel that can be particularly valuable during your development stages. The SBA is listed in the white pages of your phone book. The administration also has a Web site, [image: m]www.sbaonline.sba.gov.
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