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Economy in Precarious Position

 Employment down

 Consumer confidence still low

 Inflation escalates

 Housing slump drags on

 “Pain” from energy prices 
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% Change vs. Previous Year

Employment Slips

Source: Bureau of Labor Statistics

Aug 2007

4.8% July

2008

-0.1%

Trend troubling for foodservice
Point 

of View
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Consumer Confidence Dips to 

New Lows

Source: The Conference Board

Index
Jul 2007

111.9

Low confidence resulting in less spending
Point 

of View

Aug

2008

56.9



4

Food Inflation Continues to Rise
% Change vs. Year Ago
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Source: Bureau of Labor Statistics

6.1%

4.4%

CPI FAH

PPI Food8.3%

Highest PPI inflation since early ’80s

Operators’ margins impacted considerably
Point 

of View
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Consumer Spending on 

Discretionaries Drops

*Seasonally adjusted

Source: Merrill Lynch

Industry

% Change 

in 2Q*

Air travel -20%

Autos -20

Cosmetic/perfumes -15

Foreign travel -14

Luggage -4

Casinos -3

Jewelry -2

Amusement parks -2
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Education and Business and Industry 

Outlook

Source: Technomic

-0.5

-0.2

1.3%

Real 

Growth

2007 2008(P) 2009(F)

1.0

1.2

2.0

-7.7

-6.9

-2.3

Hurting from lower tax 

receipts, higher costs

But enrollment growing

Echo Boom entering college 

age

ñFood Smartò consumers

Proliferating options

More brown-bagging occurring

More cutbacks

But higher fuel costs result in 

population staying on-site

5.0%

5.8%

4.0%

5.5%

-3.0%

4.0%

5.5%

-3.5%

1.3%

K-12

Schools

Colleges/

Universities

Business &

Industry

Nominal Growth
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Healthcare Outlook

Source: Technomic

Nominal Growth

-1.9

-1.6

-0.2%

Real 

Growth

2007 2008(P) 2009(F)

-2.9

-2.6

-0.2

2.4

2.7

3.5

Alternative services systems 

increasing

More customer centers due 

to competition

Significant budget constraints

Losing share to other options

Restaurant quality critical

Benefiting from aging 

population

3.5%

3.5%

2.5%

1.5%

7.0%

2.5%

1.5%

7.0%

7.3%

Hospitals

Long-

Term

Care

Senior

Living
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Focus on Efficiencies, Raising Prices Are 

Primary Reactions to Higher Food Costs

Base: Operators indicating food costs have had a negative impact on their business

Source: 2008 F&O Operator Survey

 Need to provide yield improvement, waste reduction directives

 Some brands may be vulnerable

 Critical to prove cost effectiveness of value-added products

Point 

of View

% Operators Employing to Address Higher Food Costs

79%

73%

71%

56%

43%

Reduce food 

waste/spoilage

Improve yield

Raise prices

Shop more 

among distributors

Emphasize lower food

cost menu items

39%

37%

37%

32%

28%

Reduce expensive

ingredients

Switch to lower

priced brands

Reduce value-added 

product usage

Switch to distributor brands

Reduce portion sizes
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Operators Concerns & Challenges 

for the Future

Business Scenarios

4 Much higher food costs 83%

4 More intense competition from 

supermarkets, other food 

retailers

64

4 Takeout/delivery taking more 

share

51

Consumer Scenarios

4 Major chains add organics 68%

4 Consumers truly eating 

healthier

56

4 Consumers demanding 

environmentally-friendly 

packaging

46

Legislation Scenarios

4 Legislate menu nutritional 

disclosure

62%

4 Immigration reform resulting 

in severe labor shortage

36

Base: 1 to 5 Scale Used: 1 = Likely to Occur, 5 = Very Likely

Source: F&O Operator Survey

Top 2 Box
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Environment Conclusions

 No economic “light at the end of the tunnel” 

(yet)

 Economic realities particularly hard on 

foodservice

 Food cost situation very troubling

 Collaboration is important to help channel 

overcome issues!

Better product yield

Optimizing offering strategies

More effective sourcing

Reformulate carefully



Tapping into the Consumer Mindset
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Consumer Mindset Has an 

Impact on Foodservice Behavior

Value Orientation

Lifestyle Enhancement

Flavor Desire/Interest

CSR Centric

1

2

4

3

Informed Choices5
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Mindset #1: Value-Orientation

 Consumers cash strapped, more price 

conscious

 Higher food prices an issue, but empathetic

 Increasingly looking for deals

Cutting back, especially in FSR

 Still willing to pay more for quality/premium
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Most Consumers Don’t Blame the FS 

Venue for Increasing Menu Prices

ñWhat are the main reasons you think prices at 

restaurants are increasing?ò

(Select all that apply)

82%
74%

62%

49%

31%
25%

Increasing Cost of

Gasoline

Increasing  Cost

of Ingredients

Overall State of

the Economy

Inflation Rising Wages FS Venue Wants

to  Make More

Money

Source: Technomic Consumer Pricing Survey 2008
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Pinched Consumers Gravitate Toward 

Deals

0%
1%

6%

1%
0% -1%

SON 2007 DJF 2008 MAM 2008

Deal Non-Deal

Traffic % Change Vs. Year Ago

Proliferation of dealing by fs venues occurring as consumers are 

attracted to deals

Dealing further compresses operator margins

Point 

of View

Source: NPD Group
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Premium, Portion, and Fresh Still 

Resonate Strongly with Customers

69%

49%
46%

41%
34%

11% 10% 10% 9%

Use of

Premium

Meats

Larger

Portions

Use of

Fresh-

Baked

Bread

Use of

Premium

Cheese

Use of

Premium

Bread

Use of

Organic

Meat

Use of All-

Natural

Bread

Use of All-

Natural

Toppings

Use of

Organic

Toppings

Source: Technomic Consumer Pricing Survey  2008

ñWhich would influence your decision for a 

higher-quality sandwich?ò

(Select all that apply)
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Mindset #2: 

Lifestyle Enhancement

 Consumers turning to foods that enhance 

quality of life

 Fresh

 Fats

 Functional foods

 Nutrients/supplements

 Food safety

 Choice

Organic

 Natural
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Nutritional Role Varies by Age Wave

Older consumers stick to traditional health foods and younger 

consumers add the good-for-you

Point 

of View

15%

13%

13%

25%

31%

38%

34%

37%

51%

Avoid

Carbohydrates

Reduce Fat

Intake

Avoid Trans

Fat

Millennials Gen X Boomers

Base: 1,501 consumer respondents

Source: Technomic, Generational Consumer Trend Report (2008)

Which of the following do you do on a regular basis?
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% Interested in Organic in Menu Categories*

Interest in Natural/Organic Menu Items High

*Consumers having purchased natural/organic products within last 90 days

Source:  2007 Technomic Natural & Organic Study

68%

64%

59%

55%

44%

38%

51%

Salads

Entres

Sandwiches

Appetizers

Soups

Desserts

Beverages
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ÅMost racially and ethnically diverse. While taste preferences may be 

more sophisticated, they are also more universally shared

Base: 1,501 consumer respondents

Source: Technomic, Generational Consumer Trend Report (2008)

Mindset #3: Flavor Desire

Millennials

ÅLargest percentage of foreign-born consumers with the greatest 

difference in flavor preferences

īAs Gen X ages, same traits as seen in Boomers apply

Generation X

ÅLeast diverse group, as they continue to age taste and smell 

deteriorate

Boomers
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Millennials Most Willing to Try New Foods but 

Older Generations Can also Be Persuaded

 Innovation should have a broader focus with specific generational 

considerations. Experimentation through LTOs is a great way to 

test innovation

Point 

of View

67%

56%
51%

Millennials Gen X Boomers

Base: 1,501 consumer respondents

Source: Technomic, Generational Consumer Trend Report (2008)

As I have gotten older I am more willing to try new foods
(Top 2 Box = 5&6 on a 6-Point Scale)



22

Zone of 

Innovation

To have cross-generational appeal the right mix of flavor 

innovation is required

Point 

of View

Customizable 

Flavor Profiles

Ways to Adjust 

òSpiceó Levels 

Up or Down

New Spin on 

Old Favorite by 

Adding Unique 

Ingredients

Zone of Innovation
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Mindset #4: Corporate Social 

Responsibility Demands

 Charitable support

 Community 

development

 Diversity

 Equal rights

 Health insurance

 Immigration reform

 Working conditions

People

 Animal welfare

 Environment

Planet

 Fair trade

 Local sourcing

 Nutritional disclosure

 Organics

 Response to nutritional 

concerns

Product
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CSR Goes Mainstream: 

A Convergence of Many Factors

 Women shop/care for 

kids and families

 Aging boomer

 Conscious Gen Y

 Age of distrust

 Media focus

 Food network elevates 

perceived “knowledge 

solution status” of 

chefs and restaurants

 Influencers and 

activists

73

0

100

Self

100 = highly responsible

ñHow socially responsible do 

you consider yourself?ò
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Will eat there if 

convenient

30%

Do not 

consciously try 

to eat there

21%

Don't know 

which ones are 

or aren't socially 

responsible

29%

Will go out of my 

way to eat there

20%

Social Responsibility Does Impact 

Behavior

ñWhich statement best summarizes your behavior with respect 

to restaurants that are socially responsible?ò

Today, CSR can be a point of difference

 Tomorrow, it will be a òmust haveó

Point 

of View

Source: Technomic Consumer Survey



26

Mindset #5: Informed Choices

 Learn from various sources

Want detailed information on menu items

 Impacts food selection
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Consumers See New York Nutritional 

Disclosure Law as a Positive

No

14%

Yes

86%

No

16%

Yes

84%

ñDo you consider this a 

positive move?ò*

ñDo you read nutritional 

information on menus?ò**

*Base: New York Consumers aware of the calorie disclosure ordinance

**Base: New York Consumers visiting a restaurant with posted nutritionals
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Consumers Want Nutritional 

Disclosure

20%

39%

36%

42%

40%

40%

11%

35%

47%

42%

45%

46%

31%

74%

83%

84%

85%

86%

I do not want to see prominent nutrition

information on menus or menu boards

I know how many calories I need a day

Nutritional information on menus is helpful

when I am making ordering decisions

Nutritional information on menus will have a

positive impact on overall health and nutrition

Sodium content data should also be posted

more prominently

Fat content should also be posted more

prominently

Somewhat Agree Completely Agree

Base: 299 New York Consumers

4-point scale: Completely Agree (4) ïCompletely Disagree (1)



“Beyond Restaurants Business”
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Core Segments Represent Almost $120B

2007 Total U.S. Sales 

= $631.8B

2007 BL U.S. Sales

= $118.2B

*Includes retail hosts, lodging, airlines, military, corrections, all other

** Includes government (non-military bases)

Note: Data includes alcohol

Source: Technomic

Restaurants

$426.1B

67%

CBLs

$118.2B

19%

Other

$87.5B*

14%

Healthcare 

$20.6B

17%

Education 

$27.7B

24%

Vending/

OCS 

$25.9B

22%
B&I** 

$21.7B

18%

Recreation 

$22.3B

19%
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FSMs Increase Control of Market

Segment 2001 2006 2012 (F)

B&I 75% 75% 77%

Colleges & Universities 55 57 60

Recreation 35 36 38

Healthcare 20 23 27

K-12 15 18 22

Share of Volume Controlled by FSMs

Source: Technomic
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Diverse Segments Face Similar 

Challenges 

 Labor/staffing optimization

 Need to compete with restaurants

 Holding line on food costs 

 How to grow revenue

 Keeping menu “fresh”

 Interaction with host organization
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$152

$1,050

$590

$490

$290

$180$160

LSR FSR Colleges Hospitals Schools* B&I Nursing

Homes

Major Beyond Restaurant Sectors 

Have Higher AUPs than Restaurants

Average Annual Unit F&B Purchases

(000s)

*Per District

Source: Technomic, Inc.
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Consumer Pool and Expectations

 High degree of repeat 

business: frequency, 

incidence, multiple dayparts

 Consumers needs evolve 

during time spent on site with 

primary business of host 

client 

 Business cycle entwined with 

client’s primary business

 Expectations high for 

culinary variety and value
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The FS Venues Compare Favorably with Both 

Home and Restaurants Across Key Attributes

Vs. Home
Vs. 

Restaurants

Convenience 93% 93%

Variety of items offered for lunch 92% 89%

Portability 91% 91%

Variety of items offered for breakfast 90% 88%

Average size of the portions 90% 91%

Variety of items offered for snacks 89% 88%

Overall quality of the food offered 87% 82%

Variety of items offered for dinner 85% 82%

Value for money 83% 89%

Comparing the on premise FS to Home and Restaurants

% Rating Cafeteria as the Same or Better
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Two Paths Being Taken, Core & Retail
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Beyond Restaurant Operators Have 

Separated their Business into Two:

Core Retail

4Employee feeding (B&I)

4Patient feeding

4Resident meal plan

4Student meal plan 

(traditional)

4Employee meals

4Visitors

4Outpatient

4Catering

4Vending
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What Is Driving “Retail” Business?

Successful Execution of:

 Retail food courts

 “DIY” food bars

 Single serve on demand

 Natural, organic foods

 Snacking

 C-store operations

 Sampling programs, consumer advisory 

boards
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What Is Driving “Core” Business?

Successful Utilization/Implementation of:

 BOH: eg: Cook Chill, Speed scratch 

Group Purchasing Organizations (GPOs)

 Pre express pay systems

 Consumer Dining Styles Insights

 Healthy options (food & beverage)

 Delivery/Room service
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“BR” Employing Many of the Same 

Strategies as Restaurants

 Daypart expansion

 Service excellence 

initiatives

 Longer hours of 

operation

Quality upgrading

 Stronger customer 

understanding 

programs

 Technology 

employment for both 

operator and

customer

Greater menu variety

 Décor, aesthetic 

upgrading
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(Cont.) BR Employing Many of the 

Same Strategies as Restaurants

Off-premise program 

expansion

 Stronger emphasis on 

fresh

 Health and wellness 

programs 

Quality employee 

recruitment, retention

More customization, 

personalization

 CSR initiatives



Outlook
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1. Major FSMs Shifting Growth 

Strategies

Organic

Growth

Previous

Self-Op

Conversion

Stealing 

Share

Large scale

Acquisitions

Strategic

Acquisitions

Future

Stealing

Share

Self-Op

Conversion

Organic

Growth
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#2 FSMs to Grow at the expense of self ops 

Segment 2001 2006 2012 (F)

B&I 75% 75% 77%

Colleges & Universities 55 57 60

Recreation 35 36 38

Healthcare 20 23 27

K-12 15 18 22

Share of Volume Controlled by FSMs

Source: Technomic
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FSMs to Grow at a significantly higher 

rate than Self Op

5-Year Historical 

CAGR

5-Year Forecasted 

CAGR

Segment FSMs Self-Ops FSMs Self-Ops

B&I 0.2% 0.2% 2-3% 0%

Colleges 5.0 3.5 6-7 2-3

Recreation 5.2 4.9 6-7 4-5

Healthcare 5.5 1.7 8-9 2-3

K-12 8.0 3.0 7-8 2-3

Source: Technomic
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#3. Continued Efforts to Differentiate

 Historically, FSMs were viewed in aggregate

 Each FSM has pursued the same operators, 

same segments, same ways

 Going forward, FSMs have found:

 Customers are demanding differentiation

 Need for distinctive positioning and strategies
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 Website

 Materials

 Advertising

 Sales force

 Management staff

4. Continued Enhancement of Touch 

Points Between You and the Customer

Operator/

Distributor

Client 

Accounts

 On-site 

management, 

employees

 Programs

 Foods

 Brands

Patrons
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Conclusions

 No economic “light at the end of the tunnel” 

(yet).

 FSM’s to gain share.

 Customer intimacy and differentiation are price 

of entry.

 Collaboration is important to help channel 

overcome issues!



Thank You

Gary Karp

312-506-3939

gkarp@technomic.com

mailto:gkarp@technomic.com

