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\DATE: August 17, 2010 
 
TO: Foodservice Industry Friends and Colleagues 
 
FROM: Bellwether Food Group 
 
RE: Chain Restaurant Same Store Sales (SSS) 2nd Quarter, Calendar Year 2010 
 
The 2nd Quarter 2010 SSS reports  
In businesses today, the path to success and the characteristics that create the environment for 
excellent performance, reflect the complexities that drive consumer brand preference. This 
applies equally to chain restaurant operators and manufacturers. In short, the days of having 
only great food or only great products as the primary drivers of success, are over. 
 
Something simple – like better execution (after properly defining the elements, then measuring 
and focusing on those elements) in customer service, can help drive positive sales, as evidenced 
by Starbucks +9% performance – which Howard Schultz attributes in part to the fact that “We 
posted the highest levels of customer satisfaction in Starbucks history.” 
 
We see that geography matters specifically as it relates to unemployment levels, and under 
employment. This is especially true in places like California, Nevada and Florida; teenage 
unemployment is well above the national average, and as high as 30% in some markets. This 
has hit those chains with a heavy presence in these markets very hard. 
 
Beyond the basics of good products, good value, and great service — the chains that are 
outperforming the rest of the industry seem to have one or more of these characteristics: 
 
1. They are newer brands, with newer facilities and menu offerings and/or they have 

upgraded/updated their menu/restaurants — very appealing to younger consumers 
(Chipotle, McDonald’s, Starbucks, Panera, BJ’s) 

 
2. They have new product news, something new/unique — a reason for the chains to 

communicate with their regular users. Often times, it is beverages. (McDonald’s, Panera, 
BJ’s) 
 

3. They tend to be strong in discretionary consumer occasions — the special treat. Younger 
consumers will spend a higher percentage of their income on food occasions away from 
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home as it is an important part of the social element for younger consumers and they’re not 
yet homeowners. (Panera, Chipotle, Starbucks) 

 
At the same time, some brands are really having a very difficult time — Sonic is a case in point. 
Over that past two years, their sales trends are down in the 12% range, which is beginning to 
make some wonder if the brand needs a makeover. We have similar concerns about Arby’s and 
Chili’s (two year trends of negative -14% and -13% in sales) and the overall health of the 
franchisees. 
 
Beverages Driving Performance 
At times, food manufacturers lose sight of the fact that the foodservice operators’ profit 
structure is very heavily influenced by the beverages. The beverage side of the business is 
becoming the game changer, and McDonald’s is leading the way. McDonald’s is quite 
successfully establishing themselves as innovators in beverages within the competitive set —
the new Smoothies, McFrappes, sweet tea, and of course, the espresso=based beverages.  
 
In looking at most of the other segments, such as Casual Dining, if you take the margaritas, beer 
and wine out of a Chevy’s, Chili’s, Carrabba’s or On the Border, you would see a much less 
profitable business. One great example is Buffalo Wild Wings. 40% of sales are beverage 
alcohol, and the chain is hugely profitable. One of the reasons for the ongoing struggles in 
Family Dining is that they have the highest beverage no sale issues in the business. There are 
still many consumers that skip the beverage, especially at lunch. At the higher brands such as 
Morton’s, Capital Grille and Ruth’s Chris, the wines are an important driver of not only profits, 
but customer satisfaction. 
 
Finally, many chains are beginning to realize their competition is, in many cases, something 
other than another restaurant or food at home — it is electronics, software, back to school and 
other competition for that discretionary consumer dollar. Yet, better or really improved 
products matter, as evidenced by the sustained improvement at Domino’s. Pizza Hut has also 
benefitted from this halo effect. Domino’s has done an excellent job with their message (they 
admitted they needed to do better on product) and the numbers show it for the second quarter 
in a row. 
 
 
 
Accepting the Reality Industry Maturity 
Is flat the new up? Many restaurant brands are simply stating that they expect continued 
declines for 2011 (Bob Evans) or are expecting flat to modest results for the balance of 2010 
(Papa John’s). 
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What this means for manufacturers is two things: 
 
1) Operators will innovate. The question is whether the innovation is in product offerings or 

the service experience.  
 

2) The other issue is the risk adverse attitude of many chain restaurant management teams. 
Many management teams may be less inclined to take risks on the menu or in switching 
suppliers, as a mistake can cost someone their job.  

 
 

Brand 
Same Store 
Sales Versus 

Prior Year 

Traffic 
Change 

Pricing Comments 

Limited/Quick Service 

Arby's -7.4% Flat  
Lapping a negative -6.9%, sales trending down 14% over 
two years 

Burger King   

  
BK doesn’t report until August 24

th
 (Carroll’s Corporation 

stores down 1.4%) 

Carl's Jr. (CKE) -6.1%   Over two years sales down -11.2% 

Chipotle +8.7%   Primarily incremental traffic 

Domino's +8.8%   New improved product still driving increases 

Hardee's (CKE) -1.2%    

Jack in the Box -9.4%   Lapping a -1%, despite additional advertising support 

McDonald's +3.7% 

  Featuring the popular new Frappes and value-based 
beverages 

Panera (company 
stores) +9.9% +1.9% +2.5% Favorable sales mix of +5.2% 

Papa John's +0.4%   Minor traffic increases offset by discounting 

Popeye’s -0.4%    

Sonic  -6.0%   Lapping a negative 5.4% 

Starbucks +9% +6% +3% Driving traffic and effectively raising prices 

Wendy's -1.7%    

Yum Brands Flat    

KFC -7%    

Pizza Hut +8%    

Taco Bell +1%    

Full Service 

Applebee's -1.6% -3.2% +1.6%  

BJ’s +5.3% NA NA  

Bob Evan's -4.1%  +1.9%
%% 

Traffic decline of 6% — Mimi’s Café sales down-7.1% 

Buffalo Wild Wings -0.1%   -0.9% at Franchise Restaurants (447 of the 681) 

California Pizza Kitchen -5.9%   Lapping “Thank you card” Program from 2009 
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Brand 
Same Store 
Sales Versus 

Prior Year 

Traffic 
Change 

Pricing Comments 

Cheesecake Factory +1.6%   Traffic driven 

Chili's -4.1% -6.5% +1.4% Two year trend negative -13% sales , traffic down 16% 

Cracker Barrel +0.6% -1.6% +2.2%  

Denny's  -5.9% -3.7% -2.7% New Management Team in place 

Famous Dave's +0.6%  +1%  

IHOP -1%   Higher average check, slight decline in traffic 

Longhorn  +1.8% -3%-+3% +2-3%* *Range of reported monthly traffic and pricing 

McCormick & Schmick's -4.0% -4.6% +0.6%  

Morton's +7.1% 

 
 

Bar bites program has shown traction-as have other new 
menu s items 

Olive Garden -1.5% -1%-6%* +1-2%* *Range of reported monthly traffic and pricing 

Perkins -5.7%    

PF Chang's +0.1% +2.6% -2.5% 

Some price taken, with some consumer check management 
(+3% at Pei Wei-split of incremental traffic & pricing 
increase) 

Red Lobster -4.6% -3%-8%* +1%* *Range of reported monthly traffic and pricing 

Red Robin -1.2%  +0.9% New CEO Steve Carley comes on board in September 

Ruby Tuesday's +0.3%    

Ruth's Chris +2.9%  +3.2% Traffic holding, a very positive indicator overall 

Steak N Shake +5.1%    

Texas Roadhouse +1.4%   Modest positive guest counts 

 
Implications for Foodservice Manufacturers 
Understanding the culture of the customer organization, the politics, the key players as well the 
chain’s overall business goals and objectives are critical to success today. We realize we’ve 
talked about this at length, yet many of the chains we work with, and talk to, tell us that most 
of the manufacturers are still using an old, tired, product-driven sales approach. It doesn’t work 
anymore; everyone has great products or they wouldn’t be in business.  
 
The difference between those manufacturers that are being successful in this environment and 
those that are struggling, comes down to really knowing the chain’s strategy and approach (not 
just thinking that you know). Secondly, manufacturers need to pick the chains where they have 
the best chance of success. As we’ve seen not all chains are good customers any more. Some 
will hurt your business over the long term (and your credibility within your own organization) as 
they struggle to reclaim customers and sales, others will continue to grow and expand in the 
marketplace. 
 
We’ve written incessantly about the need to segment your customers, and apply a set of 
screening criteria such as: 
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 Strategic Fit: Are the strategies, and goals of the chain aligned with your strategies and 

goals? 
 Size of the Prize: How big is the opportunity on a quantitative or relative measure? Does it 

justify the investment?  
 Accessibility: How much access do you have to those who make and influence the 

decisions? How much do you know about how the chain makes decisions?  
 Transactional / Relational: How does the account typically behave when selecting products 

in your categories?  
 Innovation Score: How important is innovation to the chain? Are they known for entering 

new categories and driving culinary innovation, or not? 
 Financial Health: Do they have cash (public companies)? Are the franchisees in trouble? Are 

they able to get financing to expand? Are they in bankruptcy? 
 
Please give any of us a call if you have further questions or comments. 
 
Regards 
 
 
 
Mac Brand, Chicago, 773-348-8420 
Rob Hardy, Boston, 617-281-5175 
Jon Jameson, North Carolina, 843-422-4285 


