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The industry comprises chain and 
franchised restaurants engaged in 
providing food services to patrons 
who order and are served while 
seated (i.e. waiter or waitress service) 

and pay after eating. These 
establishments may provide this type 
of food services to patrons in 
combination with selling alcoholic 
and other beverages.

The�primary�activities�of�this�industry�are

Full-service restaurant operation (waiter or waitress service at tables)

Chain full-service restaurant operation (directly owned and operated by owners)

Franchised full-service restaurant operation (under franchise agreements with franchisers)

72221 Fast�Food�Restaurants�in�the�US
Establishments in this industry provide food services where patrons generally order or select items and pay 
before eating.

72211b Single�Location�Full-Service�Restaurants�in�the�US
Businesses in this industry operate single restaurants usually run by the owner.

72241 Bars,�Nightclubs�&�Drinking�Establishments�in�the�US
Operations in this industry prepare and serve alcoholic beverages and establishments are known as bars, 
taverns or nightclubs.

Industry�Definition

Main�Activities�

Similar�Industries

Additional�Resources

About�this�Industry

For�additional�information�on�this�industry

www.restaurant.org�
National Restaurant Association

www.rimag.com�
Restaurants & Institutions magazine

www.census.gov�
US Census Bureau

The�major�products�and�services�in�this�industry�are

Asian restaurants

Casual dining full-service restaurants

European restaurants

Latin American restaurants

Middle Eastern restaurants

Pizza full-service restaurants

Traditional American restaurants
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Products and services segmentation (2011)

39.4%
Casual dining full-service 

restaurants

7.6%
Latin American 

restaurants

19.7%
Asian restaurants

1.3%
Middle Eastern 

restaurants

12.1%
Traditional American 

restaurants

10.2%
Pizza full-service 

restaurants

9.7%
European 

restaurants

SOURCE: WWW.IBISWORLD.COM

Key�Statistics�
Snapshot

Industry�at�a�Glance
Chain�Full-Service�Restaurants�in�2011

Industry�Structure Life Cycle Stage Mature

Revenue Volatility Low

Capital Intensity Medium

Industry Assistance Low

Concentration Level Low

Regulation Level Medium

Technology Change Medium

Barriers to Entry Low

Industry Globalization Low

Competition Level High

Revenue

$55.0bn
Profit

$3.5bn
Wages

$17.1bn
Businesses

33,839

Annual�Growth�11-16

3.1%
Annual�Growth�06-11

-0.3%

Key�External�Drivers
Consumer�spending
Consumer�
sentiment�index
Competition�from�fast�
food�restaurants�
Healthy�eating�index
Households�earning�
over�$100,000

Market�Share
Darden 
Restaurants Inc. 
 14.4%

Brinker 
International Inc. 
 7.1%

CBRL Group Inc. 
 4.6%

p. 21

p. 4

FOR ADDITIONAL STATISTICS AND TIME SERIES SEE THE APPENDIX ON PAGE 32

SOURCE: WWW.IBISWORLD.COM



WWW.IBISWORLD.COM� Chain�Full-Service�Restaurants�in�the�US February 2011  4

Key�External�Drivers Consumer spending
Factors that influence the growth of 
personal consumption expenditure also 
influence the industry. During a 
recession, any spike in unemployment 
generally leads to declines in 
consumption levels. Conversely, when 
personal consumption expenditure is 
high, consumers will be more likely to 
spend money on eating at restaurants. 
This driver is expected to increase slowly 
during 2011, providing a potential 
opportunity for the industry.

Consumer sentiment index
Changes in consumer sentiment have a 
significant effect on household 
expenditure on discretionary items, 

including restaurant dining. During a 
recession, demand increases for lower-
priced value products from operators. 
This driver is expected to increase 
during 2011.

Competition from fast food restaurants 
Apart from continuing strong 
competition in the industry, competition 
from other food-service providers, 
including accommodation establishments 
and some quick-service restaurants, 
threatens operators. Competition from 
other food service providers also tends to 
increase during a recession because these 
operators seek their share of household 
expenditure on meals. This driver is 
expected to increase during 2011.

Executive�
Summary

The Chain Full-Service Restaurants 
industry has experienced a major 
slowdown due to reduced consumer 
spending amid a struggling economy. In 
the battle over consumers’ shrinking 
budgets, restaurants are increasingly 
losing to home-cooked meals or fast-
food restaurants. The average consumer 
is spending less on luxuries like eating 
out, and they are purchasing lower-
priced items when they do eat out. 

Consumers are also becoming 
increasingly health conscious. While 
major restaurants have responded by 
expanding the number of healthy 
options on their menus, the general 
trend toward healthy eating has hurt 
many of the less healthy chain 
restaurants. As a result, IBISWorld 
estimates industry revenue has fallen at 
an average annual rate of 0.3% to total 
$55.0 billion over the five years to 2011.

Stronger operating conditions are in 
sight as consumer expenditure rebounds. 
After revenue declined 2.7% to $52.2 
billion from 2008 to 2009, it has picked 
back up with growth of 3.1% in 2010 and 
expected growth of 2.1% in 2011. While 
the industry is currently experiencing 
stronger operating conditions, firms will 
still need to contend with customers who 
are hesitant to part with their money. 
Industry operators that meet these 
challenges will be in a stronger position 
when economic growth returns to 
pre-recession levels. Most major chains 
are also investing in international growth 
as part of their long-term strategy. For 
example, in October 2010, Darden 
Restaurants signed an area-development 
agreement with one of the Middle East’s 
largest restaurant franchising companies, 
their first foray outside of the United 
States and Canada. Many of these foreign 
markets have huge potential for growth 
and long-term profitability. In light of 
such opportunities, industry revenue is 
forecast to grow at an average annual 
rate of 3.1% to reach $64.0 billion 
through 2016.

Industry�Performance
Executive�Summary�� |�� Key�External�Drivers�� |�� Current�Performance
Industry�Outlook�� |�� Life�Cycle�Stage

� In the battle over consumers’ shrinking 
budgets, restaurants are increasingly losing
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Industry�Performance

Trends As the economy fell deeper into a 
recession and unemployment numbers 
rose, consumers became more selective 
about how they spent disposable income 
from 2007 to 2009. In 2009, consumer 
spending declined 0.6%, and luxuries like 
eating out were among the first 
expenditures to go. Some consumers cut 
out restaurants from their budgets 
entirely and opted to save money by 

eating in. This trend reversed slightly 
when consumer spending increased 1.6% 
in 2010, and the reversal continues with 
spending expected to increase an 
additional 2.4% in 2011. The economy 
improved over the course of 2010 as 
some of the fears surrounding it 
subsided. As a result, IBISWorld 
estimates more consumers will treat 
themselves to restaurant trips in 2011.

Current�
Performance

Over the past few years, adverse 
economic and social conditions have 
battered the Chain Full-Service 
Restaurants industry. Contributing 
factors include weakened consumer 
spending, the rapid rise in 
unemployment and, to a lesser extent, 
society’s increasing awareness of the 
health risks associated with a high-fat, 

salt and sugar diet. In the face of these 
obstacles, the industry has largely tried 
but failed to respond to changing 
consumer preferences. As a result, 
IBISWorld expects revenue to have 
fallen at an average annualized rate of 
0.3% per year and total $55.0 billion 
since 2006 despite an expected 2.1% 
growth surge in 2011.

Key�External�Drivers
continued

Healthy eating index
Consumers are becoming increasingly 
aware of issues related to weight and 
obesity, fatty food intake and food safety 
issues. This driver is expected to increase 
during 2011, creating a potential threat to 
the industry.

Households earning over $100,000
Full-service restaurants tend to draw 
their customers from higher income 
households. This driver is expected to 
increase slowly during 2011.

In
de

x

100

60

70

80

90

1602 04 06 08 10 12 14Year

Consumer sentiment index

SOURCE: WWW.IBISWORLD.COM

%
 c

ha
ng

e

4

−1

0

1

2

3

1604 06 08 10 12 14Year

Consumer spending



WWW.IBISWORLD.COM� Chain�Full-Service�Restaurants�in�the�US February 2011  6

Industry�Performance

Trends
continued

Consumers who kept restaurants in 
their budget still chose lower-priced 
items than they would have prior to 
the recession. Others opted for cheaper 
dining options like fast food. These 
trends in reduced spending and 
substitution have forced restaurant 
chains to compete with each other in 
order to convince consumers that they 
can get the most bang for their buck at 
their particular restaurants. As a 
result, competition has intensified, 
with restaurant chains focused on 
taking existing market share from each 
other rather than trying to win a larger 
share of a growing market, as was the 
case in years past.

Consumers are becoming increasingly 
health conscious, and major restaurants 
have expanded the number of healthy 
options on their menus in response. For 
many chains, the health factor has 
become a cornerstone of their marketing 

strategy and has enabled them to target a 
new segment of the market and renew 
interest in their products. For example, 
Brinker’s Chili’s restaurants have started 
offering “Guiltless Grill” options to 
appeal to health-conscious customers.

International growth is now 
becoming a part of many major chains’ 
long-term strategy. For example, 
Darden Restaurants signed an area-
development agreement with one of the 
Middle East’s largest restaurant 
franchising companies in October 2010, 
their first foray outside of the United 
States and Canada. Many of these 
foreign markets have huge potential for 
growth and long-term profitability.

Consolidation�and�
profit

Since 2006, industry employment has 
fallen at an average annual rate of 0.6% 
to total 1.3 million. The drop directly 
relates to the recent decline in revenue 
and some consolidation of 
underperforming locations by major 
operators. Similarly, establishment 
numbers are expected to fall marginally 
at an average annualized rate of 0.01% to 
33,839 over the five years to 2011. During 
the last decade, many operators also 
invested in and acquired other specialty 
chains, though many have divested from 
them in order to focus on growing their 
core businesses during the five years to 
2011. Examples of this trend include 
Darden selling its Smokey Bacon stores, 
Brinker selling Romano’s Macaroni Grill 
and CBRL selling Logan’s Restaurants.

Competitive pressure and declining 
demand are forcing companies to 
consolidate their operations and 
streamline employment. In 2007, 

Darden acquired LongHorn Steakhouse 
and Capital Grille restaurants. 
Meanwhile, DineEquity acquired 
Applebee’s. The trend toward 
consolidation indicates that major 
players are realizing the benefits of 
economies of scale and attempting to 
gain a competitive advantage through 
acquisition and growth. As a result, 
IBISWorld estimates that, on average, 
there will be 39 people employed per 
industry establishment, with each 
employee earning an average of $12,915 
in 2011 (compared with 40 people 
earning $12,581 in 2006). At the same 
time, industry profit margins are falling 
or remaining flat at best. Profit has 
declined because of lower sales volumes 
and customers opting for lower-priced 
items (thereby reducing revenue), high 
levels of competition in the domestic 
market, and the industry reaching 
saturation levels.

� Declining personal income 
has led consumers to cut 
luxuries like eating out
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Industry�Performance

Changing�trends Consumer research has highlighted 
changing tastes recently. Trends include 
a decline in the popularity of French, 
German, Scandinavian and soul foods 
and a shift toward Italian, Mexican, 
Japanese, Thai, Caribbean and Middle 
Eastern foods. Continuing changes in 
immigration patterns will also influence 
new flavors, meals and choices. 
Restaurants must stay on the cutting 
edge of these trends to adapt to their 
customers’ changing tastes.

Many domestic operators will continue 
to expand internationally or dust off their 
international and domestic expansion 
plans shelved since 2007. International 
expansion is projected to be a major 
source of revenue and profit growth for 
major players through 2016. Asia and the 
Middle East are regions where the 
industry has failed to make a significant 
imprint on the market, and operators are 
hoping to experience aggressive growth 
in these untapped regions.

Industry�
Outlook

IBISWorld forecasts the Chain Full-
Service Restaurants industry to resume its 
long-term growth trend from 2011 
onward, with industry revenue growing 
2.6% in 2012 to total $56.4 billion. Chain 
full-service restaurants will benefit as 
unemployment rates decline and 
consumers begin to spend money again on 
luxuries like eating out. Furthermore, 
personal consumption expenditure is 
forecast to increase at an average 
annualized rate of 2.3% over the five years 
to 2016. As a result, IBISWorld forecasts 
industry revenue to increase at an average 
annualized rate of 3.1% and total $64.0 
billion during the same period.

Despite the return to long-term 
growth, intense competition will likely 
continue during the next five years. A war 
will be waged with significant price-based 
competition and an increased emphasis 
on the regular introduction of new 
products. Most chain restaurants will 

expand their current product line and 
introduce healthy alternatives. Major 
operators will offer non-red meat 
products (such as chicken and pasta) and 
provide a variety of other meal options, 
including fresh salads, as they seek to 
expand revenue and profit.

Consolidation�and�
profit
continued

Overall, competition in this industry 
and from the wider food-services 
industries will remain brutal, putting 
further pressure on profit margins. 
Restaurants placed in the middle of the 
industry are continuing to face significant 
competition from establishments above 
and below them in terms of average menu 

item price. In any subdued economic 
growth period, while all segments of this 
industry are affected, restaurants placed 
in the middle market are affected more, 
with competition increasing from the 
lower and upper industry segments since 
the latter industry has leeway to reduce 
menu prices dramatically.
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Industry�Performance

Changing�trends
continued

Over the next five years, industry 
profitability will marginally improve 
because of ongoing competition in the 
low-growth, saturated domestic market. 
From 2011 onward, the rebound in 
industry revenue as menu prices and 

average checks rise are forecast to 
improve profitability. Operators that 
experience stagnant profit levels 
domestically will likely double down on 
international expansion in order to grow 
company-wide profit margins.

Establishments�and�
employment

While the domestic economy is 
projected to improve, operators will still 
compete ferociously for their share of 
revenue. Consolidation among operators 
has been occurring for some time and is 
projected to continue, though new 
growth opportunities will offset those 
losses. Over the next five years, the 
number of establishments is forecast to 
increase at an average rate of 1.2% per 
year and total 35,883.

Despite the long-term trend of 
declining wages due to automation of the 
food preparation process, wages and 

employment will likely increase through 
2016. This growth will partially occur 
because of the industry’s recovery from 
depressed wage and employment levels 
resulting from the recession. Industry 
employment is projected to grow at an 
average annual rate of 1.3% and total 1.4 
million by 2016, but the increasing use of 
casual employees to meet peak customer 
service periods will partially inflate 
employee numbers. Meanwhile, the 
average industry wage is projected to 
increase from $12,581 to $12,915 per 
worker between 2011 and 2016.

General�trends It is anticipated that chain full-service 
restaurant operators will continue to 
invest in technology. This includes the 
use of websites, text messages, Facebook 
and e-mail for contacting customers and 
making bookings. Technology 
investment will also involve improving 
back-of-house operations and systems. 
These technologies will include 
electronic customer ordering, labor 
scheduling and electronic product 
ordering systems. These systems are 
designed to increase customer service, 
labor productivity and, therefore, profit 
margins. Even with high-tech 
equipment, quality staff training at all 
levels will remain critically important.

Through 2016, operators will contend 
with further food handling and safety 
regulations as well as the expansion of a 
total nonsmoking policy instituted by 
government legislation. Successful 

operators will need to be aware of 
planned regulatory changes. Operators 
must also monitor changes in their 
customers’ desires from their particular 
restaurant chain. Important elements 
include the range and price of menu 
items, some increased flexibility in 
cooking arrangements and service, 
ambiance, and high-quality food at a 
value. The more successful operators will 
consistently meet these expectations.

Operators will also continue to review 
any underperforming domestic stores. As 
economic activity improves, restaurants 
will place less emphasis on value offers 
and specials; however, industry 
competition will always remain brutal 
due to industry saturation. Individual 
chains that continue to focus on the total 
meal experience, including choice, 
flavors, ambience, service and hospitality, 
will perform better than average.
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Industry�Performance
Industry saturation is occurring in 
all food service industries

Profit margins are low, due to significant 
priced-based competition on menu items

Growth will occur only from garnering market share 
and revenue from other food service industries

Life�Cycle�Stage

SOURCE: WWW.IBISWORLD.COM
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Potential�Hidden�Gems
Future Industries

Quality�Growth
High growth in economic 
importance; weaker companies 
close down; developed 
technology and markets 

Time�Wasters
Hobby Industries

Maturity
Company 
consolidation;
level of economic 
importance stable

Shake-out

Shake-out

Quantity�Growth
Many new companies; 
minor growth in economic 
importance; substantial 
technology change

Key�Features�of�a�Mature�Industry

Revenue grows at same pace as economy
Company numbers stabilize; M&A stage
Established technology & processes
Total market acceptance of product & brand
Rationalization of low margin products & brands

Single�Location�Full-Service�Restaurants
Frozen�Food�Wholesaling

Fast�Food�RestaurantsDairy�
Wholesaling

Bars,�Nightclubs�&�Drinking�
Establishments

Chain�Full-Service�Restaurants
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Industry�Performance

Industry�Life�Cycle This industry is in a low growth phase 
currently and has possibly now reached 
its saturation point, or is very close to it, 
in the domestic market. The limits of 
population size within a city or town 
which can profitably support a franchised 
or other outlet is starting to be reached 
and competition for high profile 
operating sites in other areas is 
significant. Over the 10-year period to 
2016, industry value added, which 
measures an industry’s contribution to 
GDP, is expected to grow at a rate of 0.7% 
per year, while GDP is expected to grow 
at a rate of 2.0% per year.

There is significant consolidation 
occurring, with major franchised 
operators taking over other multi-
establishment or franchised stores in 
other full or quick service categories to 
their own to achieve growth. There are 
also significant market and consumer 
changes, with increasing demand for 

healthy foods and choices; away from 
high fat, high salt and super-size meals, 
as the obesity epidemic continues to rise. 
Significant price-based competition is 
continuing to occur, as operators strive to 
capture an increasing market share in a 
slow growth domestic market. Given the 
state of the domestic market, major 
franchised operators are currently 
receiving most of their sales growth from 
expansion of their overseas operations, 
particularly in China. This will now 
accelerate further, with global recession 
abating from 2010 onward.

However, there is currently still a 
growing number of households with high 
disposable income of $50,000 or above 
in the key 35-to-55-year-old and baby 
boomer groups. Many have only limited 
time to cook, so they are searching for 
good value, quality meals and 
convenience and service in a hospitable 
and friendly environment.

�This industry 
is Mature
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Products�&�Services

This industry includes chain and 
franchised full-service restaurants 
only. Overall, the much broader 
Full-Service and Limited-Service 
Restaurants industry can be separated 
into the following: full-service 
restaurants (34.0%), quick-service 

restaurants (or limited or fast food) 
(31.0%) and other restaurants (35.0%).

According to Euromonitor 
International, the most popular form 
of restaurants by industry revenue are 
casual dining full-service restaurants 
that offer a large variety in menu items 

�Products�&�Markets
Supply�Chain�� |�� Products�&�Services�� |�� Demand�Determinants
Major�Markets�� |�� International�Trade�� |�� Business�Locations

KEY�BUYING�INDUSTRIES

9901� Consumers�in�the�US�
Households are the key drivers of demand for this industry’s products.

KEY�SELLING�INDUSTRIES

42242� Frozen�Food�Wholesaling�in�the�US�
This industry supplies frozen food products to restaurants.

42243� Dairy�Wholesaling�in�the�US�
Dairy wholesalers supply dairy products to restaurants.

42244� Egg�&�Poultry�Wholesaling�in�the�US�
This industry supplies poultry products to restaurants.

42246� Fish�&�Seafood�Wholesaling�in�the�US�
This industry is involved in the supply of fish and seafood products.

42247� Beef�&�Pork�Wholesaling�in�the�US�
Beef and pork wholesalers supply meat and meat products.

42248� Fruit�&�Vegetable�Wholesaling�in�the�US�
Restaurants get fresh fruit and vegetables from this industry.

42281� Beer�Wholesaling�in�the�US�
Beer wholesalers supply restaurants with beer and ales.

42282� Wine�&�Spirits�Wholesaling�in�the�US�
This industry supplies wine and distilled alcoholic and other beverages to restaurants.

Supply�Chain

Products and services segmentation (2011)

Total $55.0bn

39.4%
Casual dining full-service 

restaurants

7.6%
Latin American 

restaurants

19.7%
Asian restaurants

1.3%
Middle Eastern 

restaurants

12.1%
Traditional American 

restaurants

10.2%
Pizza full-service 

restaurants

9.7%
European 

restaurants

SOURCE: WWW.IBISWORLD.COM
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Products�&�Markets

Demand
Determinants

Various factors can stimulate or reduce 
demand for services supplied by this 
industry. Firstly, the industry is sensitive 
to any factor that affects the growth in 
household disposable income from which 
restaurant and dining expenditure is 
financed by consumers. Household 
disposable income growth is sensitive to 
labor market growth (e.g. spikes in 
unemployment like in 2009), tax and 
interest rates, and high gas prices. 
Changes in consumer sentiment are also 
an important influencing factor. These 
factors have been the main driver behind 
the reductions in real industry revenue 
since late-2007, commencing with the 
subprime mortgage crisis and leading to 
the recession and the associated spike in 
unemployment to the end of 2009.

The changing age structure of the 
population is also influencing industry 

change. Baby boomers, aged between 35 
and 55 years, are a major group affecting 
industry revenue growth. The group is 
influential through its high numbers and 
high disposable income available to 
spend on restaurant meals. US census 
household expenditure data indicated 
that households with income of more 
than $50,000 account for about 70% of 
the total personal expenditure on food 
eaten away from the home. Of this group, 
those households in the highest income 
quintile provide about 30% of the total 
away-from-home food expenditure. The 
pressure of work and associated lack of 
time is another important factor driving 
the highest household income group to 
spend time in restaurants. The high-
income group seeks convenience and 
time savings, while maintaining a healthy 
diet and trim waistlines.

Products�&�Services
continued

with no general specialty. However, 
the remaining share is composed of 
restaurants that offer a particular 
cuisine. The most popular is Asian 
(19.7%); traditional North American 
restaurants like Chili’s, Red Robin and 
Applebee’s that serve foods like 
barbecue ribs and steak (12.1%); 
sit-down pizza restaurants with full 
service (10.2%), European (9.7%); 
Latin American (7.6%); and Middle 
Eastern (1.3%).

The growth in particular restaurant 
types mirrors post-World War II and 
more recent immigration patterns into 
the United States. However, the 
adoption and acceptance of ethnic foods 
by the population in general is also 
significant as tastes develop and people 
become more adventurous in trying 
other cuisines. Higher rates of global 
travel and increased exposure to new 

cultures have also driven growth in the 
popularity of ethnic cuisine.

Chinese and Asian, Mexican and more 
recently Middle Eastern foods are 
increasing in popularity, however, Middle 
Eastern food is its initial growth stage 
and expanding from a low base. There 
are discrepancies between levels of ethnic 
population and ethnic food revenue. The 
Hispanic population accounts for nearly 
15% of the total population, and for 7.6% 
of total industry revenue. In contrast, the 
reverse applies for the Asian American 
population, which comprises 4.5% of the 
total population but with a far higher 
share of industry revenue. Overall, the 
highest revenue growth potential still 
remains with traditional North American 
restaurants. These offer a range of foods 
at varying menu price points; therefore, 
they are able to cater to a wide range of 
customer tastes and needs.
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Products�&�Markets

Major�Markets

Every age group and income level dines 
out. However, the extent to which they 
dine out can be projected based on age 
and income level. Households that make 
less than $50,000 per year spend 36.6% 
of their food budget on dining out. 
Households that make between $50,000 
and $75,000 per year spend 42.4% of 
their food budget on dining out, while 
households that pull in more than 
$75,000 per year spend 45.7% of their 
food budget on dining out. For 
households making less than $50,000 
per year, that amounts to an average of 
$1,626 per year, while those making 
between $50,000 and $75,000 dollars a 
year spend an average of $2,711 a year 
dining out. Households making more 
than $75,000 per year spend an average 
of $4,490 per year dining out. The more 
money a household makes, the more 
money they spend on dining out

Broken down by age, people aged 
between 18 to 25 spend 46.4% of their 
food budget dining out, an average of 
$2,351 per year. People 25 to 30 years old 
spend 44.8% of their budget (or an 
average of $2,668 per year) dining out. 
Those between 35 to 50 years old tend to 
spend 42.3% of their food budget dining 
out, which amounts to an average of 
$3,165 per year. People 50 to 65 years old 

spend 42.8% of their budget dining out 
(an annual average of $2,991), while those 
65 or older spend 37.0% of their food 
budget dining out (an average of $1,926 
per year). Market segmentation in this 
industry has been static over the past five 
years. Younger patrons (18-25) spend a 
larger portion of their budget dining out, 
but also have less money to spend. As they 
get older, their incomes grow, but 
increased culinary prowess as well as 
higher marriage and parenting rates result 
in them to spend a smaller percentage of 
their food budget dining out.

When consumers of any age group or 
income demographic increase their 
dining out and spending rates, it 
benefits restaurants and eating 
establishments of all types. IBISWorld 
research indicates that approximately 
43.7% of all dining revenue in 2010 will 
be spent at full service restaurants (both 
chain and independent), while fast food 
restaurants will make up the additional 
56.3% of revenue.

Taking notice of the changing needs 
and dining experiences of key segments 
within the population is one of the secrets 
for success of any venture, including 
restaurants. It is also particularly 
important if the restaurant attracts a 
large component of its guest from one 

Major market segmentation (2011)

Total $55.0bn

64%
Households with 

incomes above $75,000

23.1%
Households with incomes 

below $50,000

12.9%
Households with incomes 
from $50,000 to $75,000

SOURCE: WWW.IBISWORLD.COM
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Products�&�Markets

International�Trade The industry primarily services the needs 
of the domestic market. The industry is 
comprised of a small number of large 
global players with a mix of company-
owned and franchised outlets, and a large 
number of small businesses that service a 
particular town or suburb. The domestic 

market is increasingly becoming saturated 
with outlets. Therefore, some major 
operators are continuing to invest 
internationally through franchises. This 
includes Brinker International and 
DineEquity, Inc. (owner of Applebee’s 
Restaurants and other franchised brands).

Major�Markets
continued

particular market segment. The 
importance of this is indicated below.

A market research study undertaken in 
2008 by Restaurants and Institutions 
Magazine, highlights some important 
differences in choosing a restaurant by 
the Generation Y (aged 26 years or 
younger), Generation X (ages 27 to 41), 
baby boomers (aged 42 to 60 years) and 
mature (aged 61 years plus) diners.

For instance, mature diners are more 
likely than others to try new restaurants 
or a new dish for a weekday meal. The 
restaurant experience is also seen more 
as a social and family occasion, and 
mature diners like to share it with family 
and friends, or coworkers.

While 28.4% of Generation Y prefers 
to use technology to place orders and 

pay for meals without interacting with 
counter staff, this is only important to 
18.1% of Generation X, 12.1% for baby 
boomers and 7.5% for matures. 
However, 29% of Generation Y 
consumers indicated that they prefer to 
book restaurants where the chef 
interacts with guests, compared with 
17.8% of baby boomers.

Most people in the Generation X and Y 
groups like to check a restaurant’s menu 
prior to making a reservation. This being 
said, about 25% of these generations then 
indicated that they often liked to make 
changes to menu items that they order, 
compared to 14.5% of mature diners. 
Also, a half of younger diners like to 
create combinations of small entrees to 
make a meal.
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�Products�&�Markets

Business�Locations�2011
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�Products�&�Markets

Business�Locations Given the nature of this industry in 
meeting the food-service needs of the 
consumers, the industry is located 
according to population and income 
distribution for each region.

The industry is generally 
concentrated in the same proportion 
as the population across all regions. 
However, establishments in the 
Southeast and Southwest regions tend 
to be slightly larger in employment 
terms than the average, while those in 
the Mid-Atlantic and West tend to be 
slightly smaller than average. This may 
be due to a slightly higher share of 
franchised establishments in the 
former regions, as well as higher levels 

of competition in the latter ones. 
Within regions, cities and towns, 
however, population densities and the 
level of average household incomes 
across regions would be expected to 
affect the distribution of full-service 
restaurants, with a larger number and 
concentration in or near higher 
household income areas.

Establishment size and location is 
also influenced by the number of 
franchised operators in a particular 
region, as well as demand from 
domestic and international tourists. 
This level of geographic concentration 
is, therefore, not expected to change 
significantly in the near future.
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Cost�Structure�
Benchmarks

The Chain Full-Service Restaurants 
industry has struggled recently with 
declining revenue as demand for the 
industry’s services have fallen due to the 
global recession. The industry has high 
product turnaround, but with low profit 
margins, which makes it susceptible to 
any adverse changes in demand 
(including any recessionary declines). 
Changes in household preferences, in 
household disposable incomes and other 
health and food safety concerns also 
influence demand.

Industry profit is based upon earnings 
before income tax recorded by industry 

operators. Profit will vary between 
players depending upon the size of the 
firm, with larger operators generally 
benefiting from economies of scale. 
IBISWorld estimates that in 2011, the 
average industry firm will obtain profit 
equivalent to 6.3% of revenue. Typically, 
the major costs for the industry are the 
cost of food and beverages sold and 
wages paid. A significant labor input is 
required in all aspects of the business 
including cooking, order taking and 
serving and clean up.

Food and beverages are usually 
purchased from wholesalers, 

Key�Success�Factors Access to multiskilled and 
flexible workforce
Access to suitably skilled and trained 
staff on hourly rates is required to meet 
peak customer demand periods.

Ability to quickly adopt new technology
Adopting new employee training, 
kitchen and customer-related 
technology can increase productivity 
and lower labor costs.

Fast adjustments made to 
changing regulations
It is important that industry players 
monitor changes to government 
regulations in areas such as food safety 
and handling.

Proximity to key markets
Being in a good location and 
understanding what customers need 
from the restaurant can drive 
customer traffic.

Ability to control stock on hand
Controlling orders, stock and food 
waste, which are major cost areas, can 
improve profit.

Adoption of a commercial focus
Understanding and meeting what 
customers desire from restaurants helps 
attract business. Maintaining a high 
level of hospitality ensures positive 
word-of-mouth recommendations and 
repeat customers.

Market�Share�
Concentration

It is estimated that for 2011, the four 
largest industry players will account for 
less than 30.0% of available market 
share, providing this sector with a low 
level of concentration. The 
concentration level is due to the vast 
array of chain and franchised restaurant 
operators and food concepts, as well as 
the extensive number of sites they 

operate. The industry is made up of a 
number of very large chain and 
franchised operators that have 
establishments spread nationally and 
even internationally. Given the 
industry’s nature, particularly its 
fragmentation by food types, the level of 
industry concentration is not expected 
to change in the near future.

Competitive�Landscape
Market�Share�Concentration�� |�� Key�Success�Factors�� |�� Cost�Structure�Benchmarks
Basis�of�Competition�� |�� Barriers�to�Entry�� |�� Industry�Globalization

Level�
�Concentration in 
this industry is Low

�IBISWorld identifies 
250 Key Success 
Factors for a 
business. The most 
important for this 
industry are:
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Competitive�Landscape

Basis�of�Competition Internal competition
Although there are indications of 
price-based competition within the 
industry, restaurants also compete on 
the basis of location, food quality, style 
and presentation, food range and 
variety, ambience, hospitality and 
service in all other regards.

Restaurants are involved in 
marketing the meal experience and, 
therefore, it is important that the 
owner-operator understands the 
positioning of the restaurant in the 
marketplace, the clientele they are 
attracting, or wanting to attract and the 
meal experience. Most importantly, the 

restaurant must consistently deliver on 
customers’ product expectations.

Research by the National Restaurant 
Association indicated that choice of 
portion size is important as is the 
availability of a doggie-bag, since a high 
proportion of the younger generation 
has been found to order larger portion 
sizes and request a doggie-bag, so that 
they can use the excess for another 
meal on another day. Varying portion 
size also meets the value-for-money 
criteria sought by many customers. 
There is high customer demand to be 
able to customize orders and to be 
allowed to choose the type of sauce on 

Cost�Structure�
Benchmarks
continued

particularly from operators that can 
guarantee both prompt delivery and 
the quality of foodstuffs. Fluctuations 
in the cost of food and liquor 
significantly impact industry revenue 
and profit. In the short term, many of 
these cost increases cannot be passed 
on to the consumer or client. 
Therefore menus, portion sizes and 
other inputs into food service have to 
be continually monitored. Beverages 
are generally higher margin menu 
items that food. The other major 
source of inefficiency is wastage, due 
to fluctuations in demand, oversupply 
of meals or excess ingredients that 
cannot be used and are subsequently 
spoiled. IBISWorld forecasts that in 

2011, purchases will account for 28.8% 
of an average firm’s revenue.

Wages are high due to the labor-
intensive nature of food preparation, 
cooking, serving and cleaning up. Over the 
last five years, labor costs have increased. 
These costs include wages and benefits, 
such as health, workers’ compensation 
and unemployment insurance. Menu 
prices and industry profitability are 
affected by the labor intensity, since the 
cost increases cannot simply be passed 
directly onto consumers in the form of 
higher prices, especially given the weak 
economic conditions and rising 
unemployment levels. Wage costs 
incurred by the industry will account for 
31.1% of an average firm’s revenue in 2011.

Industry�Costs�and�Average�Sector�Costs■�Profi�t
■�Rent
■�Utilities
■�Depreciation
■�Other
■�Wages
■�Purchases

Industry�
Costs�
(2011)�

Average�Costs�
of�all�Industries�
in�sector�(2011)�

6.3
Profit

28.831.123.24.4

3.9

31.526.824.94.5

2.5
SOURCE: WWW.IBISWORLD.COM

0 100%2.3

4.5
5.3
Profit

Level�&�Trend�
�Competition in 
this industry is 
 High and the trend 
is Increasing



WWW.IBISWORLD.COM� Chain�Full-Service�Restaurants�in�the�US February 2011  19

Competitive�Landscape

Barriers�to�Entry With the franchise component of the 
Chain Full-Service Restaurants 
industry, the barriers tend to be lower, 
given that an operator can both lease 
premises and equipment, furniture and 
fittings from the franchisor, which 
lowers the initial capital costs, outlays 
and borrowings. Also, franchisors 
provide training, food and beverages 
and some financial and accounting 
functions for a proportional share of 
revenue from their franchisees. This 
lowers operational costs, but can also 
minimize some risks, especially for 
inexperienced hospitality industry 
persons entering the industry. 
However, individual franchisees still 
carry much of the day-to-day 
operational and management risks 
associated with their own business.

Industry concentration is low, with 
the top four players expected to garner 
under 30% of available market share in 
2011. This is an indication of the array 

of food concepts and styles available in 
this industry, with no individual major 
player being dominant.

While industry regulation and 
licensing is significant, from health and 
food-service regulations, to licensing for 
sales of liquor, as well as general 
occupational health and safety issues 
(particularly in relation to safety in the 
kitchen operations), these do not extend 
any insurmountable barriers to either 
entering or operating in this industry.

Basis�of�Competition
continued

the side, the cooking oil or margarine 
or butter used and that food be cooked 
without salt.

External competition
Competition to this industry arises 
from other food-service areas, 
including limited service restaurants, as 
well as independent full-service 
restaurants, which can sometimes 

provide a more homely and friendly feel 
to the dining experience, with guests 
able to directly interact with the owners 
and the chef (who may be the same 
person); something that may be 
missing with standardized franchised 
and chain operators. Other competition 
is derived from consumers deciding to 
cook more in-home meals, particularly 
during gloomy economic times.

Barriers�to�Entry�checklist� Level
Competition High
Concentration Low
Life Cycle Stage Mature
Capital Intensity Medium
Technology Change Medium
Regulation & Policy Medium
Industry Assistance Low

SOURCE: WWW.IBISWORLD.COM

Level�&�Trend�
�Barriers to Entry 
in this industry are 
 Low and Steady
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Competitive�Landscape

Industry�
Globalization

Globalization measures the extent to 
which this industry operates on a global 
scale. The majority of operators in the 
industry are regarded as having a low 
level of globalization. This is because 
most are US owned and earn the 
majority of their sales from domestic 
activity. There are, however, some large 
chain and franchised restaurant 
operators (including Brinker 
International and DineEquity, Inc.) that 
have established operations 
internationally. Due to significant 
competition and the expected subdued 
domestic growth opportunities, a shift 
toward international operations is 

expected to continue. There are currently 
no major internationally controlled 
operators in this industry.

Global expansion is anticipated to 
continue as restaurants focus on specific 
areas of expertise, and food concepts 
and styles held by each major operator. 
This offers them the opportunity to 
raise the pace of revenue growth, 
employment and earnings. This is due 
to far less direct competition in many 
developing and high-growth countries 
along with the added attraction that 
some of these countries have 
significantly expanding middle-income 
households (such as China).

Level�&�Trend�
�Globalization in 
this industry is 
 Low and the trend 
is Increasing
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Player�Performance Darden is the world’s largest full-service 
restaurant company. The Orlando, 
FL-based company was first publicly 
listed in 1996 and served over 392 
million meals in fiscal 2010. It operates 
under a variety of brands and offers a 
variety of food and menu items at 
different price points designed to meet 
guests’ needs. Over time, it expanded 
through new stores, concepts and 
acquisitions. However, as economic 
conditions weakened recently, it resorted 
to disposing of some of its 
underperforming stores and brands.

As of May 30, 2010, Darden operated 
through subsidiaries 1,824 restaurants 
in the United States and Canada. In the 
United States, they operated 1,790 
restaurants in 49 states (the exception 
being Alaska), including 666 Red 
Lobster, 717 Olive Garden, 331 
LongHorn Steakhouse, 40 The Capital 
Grille, 25 Bahama Breeze, and 11 
Seasons 52 restaurants.

The company owns all of its restaurants 
in the United States and Canada and had 
30 licensed restaurants in Japan and 
Puerto Rico. In late-2007, it acquired 
RARE Hospitality International Inc., 
which owned the brands LongHorn 
Steakhouse and The Capital Grille. In May 
2007, the company announced that it 
would sell its 73 Smokey Bacon stores and 
close a further 54 stores and two Rocky 
River Grillhouse stores immediately, with 
an expected pretax charge of $260 
million. In November 2007, it 
subsequently announced that the stores 
were sold to Sun Capital Partners Inc.

Recent performance
Over the five years to fiscal 2011, 
company revenue is expected to grow at 
a rate of 5.6% per year, with revenue 
forecast to grow 5.4% to $7.5 billion in 
fiscal 2011. For fiscal 2010, sales fell, 
while net earnings rose. Overall sales 
from continuing operations fell 1.4% 

�Major�Companies
Darden�Restaurants�Inc.�� |�� Brinker�International�Inc.�� |�� CBRL�Group�Inc.
Bob�Evans�Farms�Inc.�� |�� DineEquity�Inc.�� |�� Other�Companies

68.4%
Other

Darden�Restaurants�Inc.�14.4%

Brinker�International�Inc.�7.1%

CBRL�Group�Inc.�4.6%

Bob�Evans�Farms�Inc.�2.8%

DineEquity�Inc.�2.7%
SOURCE: WWW.IBISWORLD.COM

Major�players
(Market share)

Darden�Restaurants�
Inc.��
�Market share: 14.4%
 Industry�Brand�Names
Red Lobster 
Olive Garden 
LongHorn Steakhouse 
The Capital Grille 
Bahama Breeze 
Seasons 52

Darden�Restaurants�Inc.�–�fi�nancial�performance

Year*
Revenue�

($ million) (% change)
Net�Income�

($ million) (% change)

2005-06 5,720.6 8.4 338.2 16.4

2006-07 5,567.1 -2.7 201.4 -40.4

2007-08 6,626.5 19.0 377.2 87.3

2008-09 7,217.5 8.9 371.8 -1.4

2009-10 7,113.1 -1.4 404.5 8.8

2010-11** 7,500.0 5.4 N/A N/C

*Year�end�May;�**Estimate
SOURCE: ANNUAL REPORT
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Major�Companies

Player�Performance Brinker is a Dallas, TX full-service 
restaurant operator and has been in 
operation since 1966. It is among the 
largest restaurant chain operator in the 
United States. At the end of fiscal 2010, it 
owned or franchised 1,550 
establishments spread across the United 
States and internationally, with a total of 
about 120,000 employees. Its brands 
include Chili’s Grill & Bar, On the Border 
Mexican Grill & Cantina and Maggiano’s 
Little Italy. In December 2008, the 
company sold a majority stake in its 
Romano’s Macaroni Grill stores, but 
retained a 19.9% stake.

It offers various food styles under a 
number of brands and has undertaken a 

number of acquisitions and strategic 
divestments. In August 2008, it sold its 
Macaroni Grill concept and stores to Mac 
Acquisition LLC, an affiliate of private 
equity firm, Golden Gate Capital.

Recent performance
Over the five years to fiscal 2011, 
company revenue is expected to fall at 
an average annual rate of 7.9% per year 
to $2.8 billion, with revenue forecast to 
decline 3.8% in fiscal 2011. In fiscal 
2010, revenue collapsed by 21.1%, due 
to a decline in comparable restaurant 
sales. Restaurant sales fell largely due 
to a sharp decline in store traffic at 
Chili’s, but partially offset by a rise in 

Player�Performance
continued

and some restaurant sales declined 
2.6%. The company had to cope with a 
very challenging economic and 
consumer environment over the year, as 
consumers remained cautious. Towards 
year end, however, the company 
witnessed some improvement in 
general performance, as customers 
began returning. Company revenue is 
expected to grow 5.4% in fiscal 2011.

In fiscal 2009, while sales rose 9.0%, 
net earnings fell slightly, despite an 
additional trading week in the reporting 
period compared to the previous year. 

Profit was affected by integration costs 
associated with the RARE Hospitality 
International acquisition. Sales also 
rose due to a 4.2% rise in restaurants 
over 2008. Overall, the company 
reported fewer people dining out and 
significant discounting by competitors. 
It continued to trade on providing 
quality service and value.

For fiscal 2008, total sales rose, 
influenced by the acquisition of RARE 
Hospitality International Inc., which 
owned the brands LongHorn Steakhouse 
and The Capital Grille.

Brinker�
International�Inc.�
�Market share: 7.1%
 Industry�Brand�Names
Chili’s Grill & Bar 
On the Border Mexican 
Grill & Cantina 
Maggiano’s Little Italy 
Romano’s Macaroni Grill

Brinker�International�Inc.�–�fi�nancial�performance

Year*
Revenue�

($ million) (% change)
Net�Income�

($ million) (% change)

2005-06 4,151 10.7 212 32.5

2006-07 4,377 5.4 230 8.5

2007-08 4,235 -3.2 52 -77.4

2008-09 3,621 -14.5 79 51.9

2009-10 2,858 -21.1 138 74.7

2010-11** 2,750 -3.8 N/A N/C

*Year�end�June;�**Estimate
SOURCE: ANNUAL REPORT
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Major�Companies

Player�Performance CBRL was founded in 1969 in Lebanon, 
TN. In fiscal 2010, the company operated 
595 Cracker Barrel Old Country Store 
restaurants across 41 states. The concept 
for these stores is based around providing 
a country-style menu of steak and ribs. In 
early 2006, the company began testing a 
new Cracker Barrel prototype that 
provides additional seating and 
operational flexibility. It offers various 
food styles under a number of brands and 
in 2007 CBRL sold its Logan’s 
Restaurants branded stores.

Recent performance
Over the five years to fiscal 2011, 
company revenue is expected to decline 
at an average annual rate of 1.2% per 
year, with revenue forecast to grow 3.5% 
in 2011. In 2010, total revenue rose only 
1.6%, but net income improved by 29%, 
to a margin of 3.5%. During the second 
half of year, the company reported that 

comparable store sales increased, driven 
by higher store traffic.

In 2009 the company reported a 0.7% 
fall in revenue, but no change in net 
income. Over the year comparable store 
sales decreased 1.7%, despite a 2.9% 
higher average check due to increased 
average menu prices. Comparable store 
retail sales were also down, but by 5.9%. 
While it was able to lower food cost 
inflation and operating costs, it 
encountered higher impairment and 
health-care costs. CBRL continued to 
offer its customers value, by providing 
higher quality food at a fair price.

In 2008, revenue from continuing 
operations increased 1.4% to $2.38 
billion, with comparable store sales of 
0.5%, due to a 3.4% higher check, but 
there was a decline in guests. On a 
comparable week’s basis, sales fell 0.3%.

In May 2008, the company reported 
a lower-than-expected third quarter 

Player�Performance
continued

traffic at Maggiano’s. Menu price rises 
assisted in offsetting some of the 
reduction in revenue.

For fiscal 2009, total revenue fell to 
$3.6 billion, while operating costs and 
expenses declined 15.2% to $3.5 billion, 
or 97.0% of revenue, as the recession hit 
and stores closed. Net income was 

$79.2 million, a margin of 2.2%. During 
the year, margins were affected by 
unfavorable commodity price movements, 
but it focused on reducing wastage and 
offering value menu items. Revenue was 
affected by the closure of 55 stores and 
the sale of a further 198 restaurants, of 
which 189 were Macaroni Grills.

CBRL�Group�Inc.�
�Market share: 4.6%
 Industry�Brand�Names
Cracker Barrel Old 
Country Store

CBRL�Group�Inc.�–�fi�nancial�performance

Year*
Revenue�

($ million) (% change)
Net�Income�

($ million) (% change)

2005-06 2,643.0 2.9 116.3 -8.1

2006-07 2,351.6 -11.0 162.1 39.4

2007-08 2,384.5 1.4 65.6 -59.5

2008-09 2,367.3 -0.7 65.9 0.5

2009-10 2,405.0 1.6 85.0 29.0

2010-11** 2,490.0 3.5 N/A N/C

*Year�end�July;�**Estimate
SOURCE: ANNUAL REPORT
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Major�Companies

Player�Performance Bob Evans was founded in 1946 in 
Gallipolis, OH. In fiscal 2010, it owned 
and operated 569 Bob Evan’s full-service 
restaurants, primarily in the Midwest, 
Mid-Atlantic and Southeast regions. The 
company also has 146 Mimi’s Cafe 
restaurants, primarily in California and 
the western states. It offers a country-
flavor menu.

Recent performance
Over the five years to fiscal 2011, 
company-wide revenue is forecast to 
grow 1.2% per year. Restaurant revenue 
is expected to grow 0.4% per year over 
the five years to fiscal 2011. In fiscal 
2010, total revenue from all activities fell 
by 1.4%, while the net income result was 
a more pleasing $70.3 million, after a 
loss in the previous year. For the 
restaurant segment, same store sales for 
Bob Evans fell 3.5% over the year, while 

Mimi’s Cafe experienced a more 
dramatic decline of 7.2%. Combined 
same-store sales fell 4.5%. Overall 
restaurant revenue declined 2.0%, as the 
economic situation remained dire.

In fiscal 2009, revenue in the 
restaurant segment fell 0.4% to $1.44 
billion, but operating income crashed 
83.7% to $12.8 million. The company 
introduced new labor management 
systems to increase productivity and 
reduce labor costs. Food input costs, 
however, continued to rise. Due to the 
impact of the worsening recession, 
same store sales fell at both Bob Evans 
and Mimi’s Cafes.

During fiscal 2008, total revenue from 
all activities rose 5.0% to $1.74 billion. 
While restaurant segment sales increased 
4.3% to $1.45 billion, operating income 
for the restaurant segment displayed 
little change from the previous year. 

Player�Performance
continued

profit due to reduced customer traffic, 
higher food costs and lower sales at its 
gift shops. It also blamed the slower 
economic growth, weaker job market 
and rising gas prices. At the end of the 

quarter, it operated 576 Cracker Barrel 
Old Country Store restaurants and gift 
shops across 41 states. Net income fell 
to $10.4 million, compared to 
$12.3 million previously.

Bob�Evans�
Farms�Inc.�
�Market share: 2.8%
 Industry�Brand�Names
Bob Evans 
Mimi’s Cafe

Bob�Evans�Farms�Inc.�(restaurant�segment)��–�fi�nancial�performance

Year*
Revenue�

($ million) (% change)
Operating�Income�

($ million) (% change)

2005-06 1,335.7 8.6 70.5 22.2

2006-07 1,385.8 3.8 78.6 11.5

2007-08 1,445.0 4.3 78.7 0.1

2008-09 1,439.1 -0.4 12.8 -83.7

2009-10 1,410.0 -2.0 85.1 564.8

2010-11** 1,361.9 -3.4 N/A N/C

*Year�end�April
SOURCE: ANNUAL REPORT
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Player�Performance DineEquity Inc. was formerly known as 
IHOP, but with the acquisition of 
Applebee’s in November 2007, it 
restructured its operations and changed 
its name to DineEquity Inc. There are 
more than 2,000 (1,609 franchise 
operators, 398 company-owned) 
Applebee’s restaurants now across 49 
states, 15 countries and one US territory. 
It was originally founded in 1980 in 
Atlanta, GA. The company also has over 
1,400 (1,443 franchise operators, 12 

company-owned) IHOP restaurants in 50 
states and internationally throughout 
Canada, Mexico, Puerto Rico and the US 
Virgin Islands. The company aims are to 
provide excellent customer service, food, 
at value prices.

Recent performance
Over the five years to fiscal 2011, 
company revenue is expected to fall at a 
rate of 3.7% per year to $1.1 billion, with 
revenue forecast to decline 17.8% in fiscal 

Player�Performance
continued

Overall, net income rose 7.2% to $64.9 
million. The company benefited from the 
implementation of more effective cost 
management, particularly of labor, 

despite high commodity prices and 
minimum wage rises. During the year, 
the company also introduced Deep Dish 
Dinners at a starting price of $5.99.

Bob�Evans�Farms�Inc.�(all�activities�segment)��–�fi�nancial�performance

Year*
Revenue�

($ million) (% change)
Net�Income�

($ million) (% change)

2005-06 1,584.8 8.5 54.8 48.1

2006-07 1,654.5 4.4 60.5 10.4

2007-08 1,737.0 5.0 64.9 7.3

2008-09 1,750.5 0.8 -5.2 -108.0

2009-10 1,726.8 -1.4 70.3 N/C

2010-11** 1,680.0 -2.7 N/A N/C

*�Year�end�April;�**Estimate
SOURCE: ANNUAL REPORT

DineEquity�Inc.�–�fi�nancial�performance

Year
Revenue�

($ million) (% change)
Net�Income�

($ million) (% change)

2006 1,337.9 10.0 80.9 -20.5

2007 N/A N/C -0.5 N/C

2008 1,613.6 N/C -169.2 33,740.0

2009 1,414.0 -12.4 9.2 N/C

2010* 1,350.0 -4.5 5.4 -41.3

2011* 1,110.0 -17.8 N/A N/C

*Estimate
SOURCE: ANNUAL REPORT

DineEquity�Inc.�
�Market share: 2.7%
 Industry�Brand�Names
Applebee’s Bar & Grill 
IHOP
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Other�Companies Buffets Inc.
Estimated market share: 2.6%
This company is privately owned and 
operates under Buffets Inc. In 1999, 
the company was purchased for $643 
million by private equity/investment 
firm, Caxton-Iseman. In September 
1996, Buffets Inc. and HomeTown 
Buffet Inc. merged.

In January 2008, the company filed 
for Chapter 11 reorganization. It largely 
blamed external economic factors, 
particularly the decline in discretionary 
spending among its core customers. Also 
significant were high gas and energy 
prices, its huge debt service loads on 
adjustable interest rate debt, lower 
consumer sentiment and the general 
economic downturn. Other factors 

identified were the subprime mortgage 
crisis, the effect this was having on 
residential property valuations, as well as 
high food and increased minimum wages. 
In April 2009, it re-emerged with $257 
million in finance to continue operations 
under its agreed restructure plan.

Buffets’ restaurants have a scatter 
buffet system, which allows for a wide 
selection of food and easier access than 
traditional buffets. The main cuisine is 
traditional home cooking, which includes 
salads, soups, entrees and desserts. Old 
Country Buffet and HomeTown Buffet 
managers attend the college located at 
the Buffets Inc. headquarters in Eagan, 
MN. In college, managers learn the 
importance of quality control and 
restaurant management as the company 

Player�Performance
continued

2011. In fiscal 2010, company revenue is 
estimated to have fallen 4.5% while net 
margin slips to 0.4%. For fiscal 2009, 
revenue in the restaurant segment fell 
0.4% to $1.44 billion, but the operating 
income crashed 83.7% to $12.8 million. 
The company introduced new labor 
management systems to increase 
productivity and reduce labor costs. Food 
input costs, however, continued to rise. 
Due to the recession, same-store sales fell 
at Bob Evans restaurant and Mimi’s Cafe.

During fiscal 2008, total revenue from 
all activities rose 5.0% to $1.74 billion. 
Restaurant segment sales increased 4.3% 
to $1.45 billion. Operating income for the 
restaurant segment showed little change 
over 2007. Overall, net income rose 7.2% 
to $64.9 million. The company benefited 
from effective cost management, 
particularly of labor, despite high 
commodity prices and minimum wage 
rises. It introduced Deep Dish Dinners at 
a starting price of $5.99.

Buffets�Inc.�–�fi�nancial�performance

Year
Revenue�

($ million) (% change)
Net�Income�

($ million) (% change)

2006 928.6 4.2 -4.8 118.2
2007 1,387.5 49.4 -105.5 2,097.9
2008* 1,350.0 -2.7 N/A N/C
2009* 1,300 -3.7 N/A N/C
2010* 1,250 -3.8 N/A N/C
2011* 1,200 -4 N/A N/C

*Estimate
SOURCE: ANNUAL REPORT AND IBISWORLD
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Other�Companies
continued

seeks to always deliver outstanding value, 
variety, and good quality food. Tahoe 
Joe’s is known for Sierra Mountain 
Dining, high quality and its relaxing 
atmosphere. Most establishments are 
either in strip shopping centers or malls.

In early 2008, it operated 626 
restaurants in 39 states. Its brands 
include: Ryan’s, Fire Mountain, Old 
Country Buffet, HomeTown Buffet and 
Tahoe Joe’s Famous Steakhouse 
Restaurants. Since the company is 
currently private, it does not disclose 
earnings (and has not since fiscal 2007).

Denny’s Corporation
Estimated market share: 1.2%
This company currently operates under 
the Denny’s Corporation brand after 
changing its name from Advantica in 
2002. All locations trade under the single 
brand of Denny’s, which provides a family 
eat-in concept. Denny’s Corporation is one 
of the largest restaurant companies in the 
United States.

At the end of 2009, the company had 
233 company-owned restaurants and 
1,318 franchised and licensed stores; a 
total of 1,551. Denny’s restaurants 
operate in the US, Canada, Costa Rica, 
Guam, Mexico, New Zealand and Puerto 
Rico. Denny’s America’s Original 
Breakfast Diner is the nation’s largest 
family-style restaurant chain in the 

full-service, mid-scale segment in terms 
of market share, number of units and US 
system-wide sales. In 2001, it sold both 
its Coco’s bakery items stores and 
Carrows family dining restaurants.

Recent performance
Over the five years to fiscal 2011, 
company revenue is expected to fall at an 
average annual rate of 10.4%, with 
revenue forecast to grow 1.7%. In fiscal 
2010, revenue is estimated to have fallen 
8.6% and operating income is estimated 
to have grown 32.2%.

During 2009, Denny’s sold 30 
company-owned restaurants to 
franchisees and opened 11 new stores 
(one company owned and 10 franchised). 
The company now franchised 82% of 
total stores. As same-store sales fell, it 
increased advertising and promotional 
expenditure and offered value meals 
in an attempt to improve store traffic 
flows. Earlier it launched its Real 
Breakfast 24/7 menu.

For 2009, system-wide same-store 
sales fell 4.8%, with a 3.7% decline in 
company-owned stores and a 5.2% 
reduction in franchised ones. While 
average guest checks rose 1.0%, the 
benefits were offset by a dramatic 4.6% 
fall in guest counts in company stores. 
This followed a 6.9% fall in the previous 
year. As a result, the total operating 

Denny’s�Corporation�–�fi�nancial�performance

Year
Revenue�

($ million) (% change)
Operating�Income�

($ million) (% change)

2006 994.0 1.6 30.3 -515.1
2007 939.4 -5.5 34.7 14.5
2008 760.3 -19.1 14.7 -57.6
2009 608.1 -20.0 41.6 183.0
2010* 555.6 -8.6 55.0 32.2
2011* 564.9 1.7 N/A N/C

*Estimate
SOURCE: ANNUAL REPORT
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Other�Companies
continued

revenue was a disappointing $608.1 
million, but net income rose to $41.6 
million due to lower cost of sales and 
increased franchise fees.

In 2008, total operating revenue fell 
19.1% to $760.3 million as the company 
continued to sell company-owned stores 

to franchisers. Sale proceeds were used to 
reduce debt. Net income was also lower 
at $14.7 million. Same-store sales for 
company restaurants fell 1.4%, and 4.6% 
for franchised ones. Overall, system-wide 
restaurants sales were down 3.7% 
(compared to growth of 1.2% in 2007).
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Capital�Intensity The industry’s capital intensity is 
determined by the ratio of capital-to-
labor costs. To calculate the ratio, 
wages and depreciation and costs from 
the cost structure are used as proxies. 
The ratio is calculated as 0.14:1. This 
implies that approximately for every 
$0.14 cents is allocated towards the use 
and replacement of buildings and 
equipment, a dollar is expended on 
wages. As such, this industry is deemed 
to have a high level of labor intensity and 
low to medium level of capital intensity. 
The industry is heavily dependent on 
direct labor input across all areas of 
functioning including ordering, delivery, 
food preparation, liquor and other 
beverage sales, cooking, serving, 
cleaning and management.

Some rise in labor productivity can 
occur from investment in technology, 
including electronic customer ordering 

�Operating�Conditions
Capital�Intensity�� |�� Technology�&�Systems�� |�� Revenue�Volatility
Regulation�&�Policy�� |�� Industry�Assistance

Level�
�The level of capital 
intensity required 
is Medium

Capital intensity
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SOURCE: WWW.IBISWORLD.COM
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New�Age�Economy

Recreation,�Personal�Services,�
Health�and�Education. Firms 
benefi t from personal wealth so 
stable macroeconomic conditions 
are imperative. Brand awareness  
and niche labor skills are key to 
product differentiation.  

Traditional�Service�Economy

Wholesale�and�Retail. Reliant 
on labor rather than capital to 
sell goods. Functions cannot 
be outsourced therefore fi rms 
must use new technology 
or improve staff training to 
increase revenue growth.

Old�Economy

Agriculture�and�Manufacturing.�
Traded goods can be produced 
using cheap labor abroad. 
To expand fi rms must merge 
or acquire others to exploit 
economies of scale, or specialize 
in niche, high-value products.

Investment�Economy
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Estate.�To increase revenue 
fi rms need superior debt 
management, a stable 
macroeconomic environment 
and a sound investment plan. 
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Revenue�Volatility

Technology
&�Systems

According a Restaurant Technology 
Study undertaken jointly by Hospitality 
Technology and Deloitte & Touche LLP, 
industry operators use technology to 
reduce labor and food costs/waste and 
increase sales. It also improves business 
processes, supports growth, maintains 
current operations, improves meal 
experiences and helps gain an advantage.

New systems are designed to ensure 
quality service and reduce customer 
waiting time. Parent companies have 
redesigned kitchen layouts and ordering 
systems in order to reduce food 
preparation times.

Another important technological 
driver is the improvement of internal 
business processes such ordering inputs; 
meal presentation; other back-of-house 
functions; and establishing e-commerce, 
especially for customer information and 
reservations systems. Customers also 

frequently use the internet and cell 
phones to view a restaurant’s menu and 
to obtain information, recommendations 
and reviews for a restaurant that they 
have not visited before.

It is anticipated that chain full-service 
restaurant operators will continue to 
invest in technology. This includes the 
use of websites, SMS, Facebook and 
e-mail for contacting customers and 
making bookings. Technology 
investment will also involve improving 
back-of-house operations and systems. 
These include electronic customer 
ordering, labor scheduling and 
electronic product ordering systems. 
These systems will be designed to drive 
higher levels of customer service, labor 
productivity and therefore profit 
margins. Even with high-tech 
equipment, quality staff training at all 
levels will remain critically important.

Capital�Intensity
continued

systems that are linked to the kitchen 
(chef and cooks). This can help to 
improve profit margins. However, 
significant direct labor input is also 
required to continue to meet customers’ 

expectations and provide a quality and 
hospitable experience. However, labor 
costs can be managed by bringing on an 
appropriate number of trained casual and 
part-time staff at peak guest periods.

Level�
�The level of 
Technology Change 
is Medium

Level�
�The level of 
Volatility is Low

SOURCE: WWW.IBISWORLD.COM
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A higher level of revenue 
volatility implies greater 
industry risk. Volatility can 
negatively affect long-term 
strategic decisions, such as 
the time frame for capital 
investment. 

When a fi rm makes poor 
investment decisions it 
may face underutilized 
capacity if demand 
suddenly falls, or capacity 
constraints if it rises 
quickly.
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Industry�Assistance The industry obtains no special 
assistance from government.

Regulation�&�Policy The regulations that directly affect this 
industry include franchising promotions 
and sales regulations by the Federal and 
State Government; minimum wage 
regulations, particularly since the 
industry is low-skilled with many persons 
being paid at hourly rates; and regulation 
of employee benefits and conditions 
including workers’ insurance and 
payment of health insurance coverage by 
employers. Also, smoking bans in 
restaurants are slowly being legislated 
across the states.

The US Food and Drug 
Administration’s (FDA) Model Food 
Code, which is a best-practice guide to 
food handling and presentation, applies 

to this industry and it is updated each 
year. These are codes only and, 
therefore, states are not compelled to use 
them, but many have introduced part or 
all of them already. Since 1996, the FDA 
regulations have set standards for 
nutritional values of individual foods and 
meals. If claims such as ‘low fat’ or ‘heart 
healthy’ are made on a menu then the 
owner must be able to demonstrate to 
officials, when requested, that there is a 
reasonable basis for the owner to claim 
this. For instance, the meal may be based 
on a recipe from a health association or a 
recognized dietary group. However 
complete nutritional information need 
not be supplied on menus.

Revenue�Volatility
continued

Industry revenue volatility is low due to 
the significant growth in demand 
continuing to come from the higher 
income households which are income-
rich, but time-poor. The industry also 
offers a range of food types, quality, 
menu prices and locations to suit guests’ 

changing tastes and needs. The general 
increase in health consciousness, with 
increasing demand for less fat, sugar and 
salt in foods, is also leading to a return to 
healthy eating. This works to the 
advantage of the industry and against 
many fast food outlets.

Level�&�Trend�
�The level of 
Industry Assistance 
is Low and the 
trend is Steady

Level�&�Trend�
�The level of 
Regulation is 
 Medium and the 
trend is Increasing
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�Key�Statistics
Revenue�

($m)

Industry�
Value�Added�

($m)
Establish-

ments Enterprises Employment Exports Imports
Wages�
($m)

Domestic�
Demand

Consumer�
spending

($)
2002 51,476 19,523 30,996 593 1,312,098 -- -- 16,246 N/A 8,021.9
2003 52,712 20,070 31,740 600 1,327,843 -- -- 16,473 N/A 8,274.6
2004 54,556 20,552 32,470 608 1,346,433 -- -- 16,737 N/A 8,532.7
2005 55,538 20,819 33,379 615 1,367,976 -- -- 17,038 N/A 8,819.0
2006 55,705 20,631 33,813 621 1,359,768 -- -- 17,106 N/A 9,073.5
2007 54,814 20,157 33,711 620 1,340,731 -- -- 16,969 N/A 9,313.9
2008 53,663 19,592 33,475 617 1,316,598 -- -- 16,783 N/A 9,290.9
2009 52,214 18,985 33,074 613 1,291,583 -- -- 16,581 N/A 9,235.1
2010 53,832 19,726 33,404 620 1,308,373 -- -- 16,830 N/A 9,389.2
2011 54,963 20,298 33,839 625 1,321,457 -- -- 17,066 N/A 9,610.4
2012 56,392 20,663 34,211 628 1,338,636 -- -- 17,322 N/A 9,885.8
2013 58,084 20,994 34,587 631 1,354,700 -- -- 17,564 N/A 10,091.9
2014 59,942 21,371 35,002 635 1,372,311 -- -- 17,863 N/A 10,359.8
2015 61,920 21,756 35,422 639 1,391,523 -- -- 18,184 N/A 10,525.2
2016 64,026 22,169 35,883 644 1,411,004 -- -- 18,512 N/A 10,761.5
Sector�Rank 4/13 5/13 6/13 12/13 4/13 N/A N/A 4/13 N/A N/A
Economy�Rank 134/691 120/691 146/690 530/687 24/691 N/A N/A 74/690 N/A N/A

IVA/Revenue�
(%)

Imports/
Demand�

(%)
Exports/Revenue�

(%)

Revenue�per�
Employee�

($’000)
Wages/Revenue�

(%)
Employees�

per�Est.
Average�Wage�

($)

Share�of�the�
Economy�

(%)
2002 37.93 N/A N/A 39.23 31.56 42.33 12,381.70 0.17
2003 38.07 N/A N/A 39.70 31.25 41.84 12,405.83 0.17
2004 37.67 N/A N/A 40.52 30.68 41.47 12,430.62 0.17
2005 37.49 N/A N/A 40.60 30.68 40.98 12,454.90 0.16
2006 37.04 N/A N/A 40.97 30.71 40.21 12,580.09 0.16
2007 36.77 N/A N/A 40.88 30.96 39.77 12,656.53 0.15
2008 36.51 N/A N/A 40.76 31.27 39.33 12,747.25 0.15
2009 36.36 N/A N/A 40.43 31.76 39.05 12,837.73 0.15
2010 36.64 N/A N/A 41.14 31.26 39.17 12,863.30 0.15
2011 36.93 N/A N/A 41.59 31.05 39.05 12,914.53 0.15
2012 36.64 N/A N/A 42.13 30.72 39.13 12,940.04 0.15
2013 36.14 N/A N/A 42.88 30.24 39.17 12,965.23 0.15
2014 35.65 N/A N/A 43.68 29.80 39.21 13,016.73 0.14
2015 35.14 N/A N/A 44.50 29.37 39.28 13,067.70 0.14
2016 34.62 N/A N/A 45.38 28.91 39.32 13,119.74 N/A
Sector�Rank 6/13 N/A N/A 12/13 3/13 2/13 9/13 5/13
Economy�Rank 335/691 N/A N/A 665/691 145/690 180/690 663/690 120/691

Figures are inflation-adjusted 2011 dollars. Rank refers to 2011 data.

Revenue�
(%)

Industry�
Value�Added�

(%)

Establish-
ments�

(%)
Enterprises�

(%)
Employment�

(%)
Exports�

(%)
Imports�

(%)
Wages�

(%)

Domestic�
Demand�

(%)

Consumer�
spending�

(%)
2003 2.4 2.8 2.4 1.2 1.2 N/A N/A 1.4 N/A 3.2
2004 3.5 2.4 2.3 1.3 1.4 N/A N/A 1.6 N/A 3.1
2005 1.8 1.3 2.8 1.2 1.6 N/A N/A 1.8 N/A 3.4
2006 0.3 -0.9 1.3 1.0 -0.6 N/A N/A 0.4 N/A 2.9
2007 -1.6 -2.3 -0.3 -0.2 -1.4 N/A N/A -0.8 N/A 2.6
2008 -2.1 -2.8 -0.7 -0.5 -1.8 N/A N/A -1.1 N/A -0.2
2009 -2.7 -3.1 -1.2 -0.6 -1.9 N/A N/A -1.2 N/A -0.6
2010 3.1 3.9 1.0 1.1 1.3 N/A N/A 1.5 N/A 1.7
2011 2.1 2.9 1.3 0.8 1.0 N/A N/A 1.4 N/A 2.4
2012 2.6 1.8 1.1 0.5 1.3 N/A N/A 1.5 N/A 2.9
2013 3.0 1.6 1.1 0.5 1.2 N/A N/A 1.4 N/A 2.1
2014 3.2 1.8 1.2 0.6 1.3 N/A N/A 1.7 N/A 2.7
2015 3.3 1.8 1.2 0.6 1.4 N/A N/A 1.8 N/A 1.6
2016 3.4 1.9 1.3 0.8 1.4 N/A N/A 1.8 N/A 2.2
Sector�Rank 11/13 11/13 9/13 11/13 12/13 N/A N/A 13/13 N/A N/A
Economy�Rank 434/691 381/691 210/690 251/687 300/691 N/A N/A 416/690 N/A N/A

Annual�Change

Key�Ratios

Industry�Data

SOURCE: WWW.IBISWORLD.COM
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Jargon�&�Glossary

BARRIERS�TO�ENTRY Barriers to entry can be High, 
Medium or Low. High means new companies struggle to 
enter an industry, while Low means it is easy for a firm 
to enter an industry.

CAPITAL/LABOR�INTENSITY An indicator of how much 
capital is used in production as opposed to labor. Level is 
stated as High, Medium or Low. High is a ratio of less 
than $3 of wage costs for every $1 of depreciation; 
Medium is $3 – $8 of wage costs to $1 of depreciation; 
Low is greater than $8 of wage costs for every $1 of 
depreciation.

DOMESTIC�DEMAND The use of goods and services 
within the US; the sum of imports and domestic 
production minus exports.

EARNINGS�BEFORE�INTEREST�AND�TAX�(EBIT)� 
IBISWorld uses EBIT as an indicator of a company’s 
profitability. It is calculated as revenue minus expenses, 
excluding tax and interest.

EMPLOYMENT The number of working proprietors, 
partners, permanent, part-time, temporary and casual 
employees, and managerial and executive employees.

ENTERPRISE A division that is separately managed and 
keeps management accounts. The most relevant 
measure of the number of firms in an industry.

ESTABLISHMENT The smallest type of accounting unit 
within an Enterprise; usually consists of one or more 
locations in a state or territory of the country in which it 
operates.

EXPORTS The total sales and transfers of goods 
produced by an industry that are exported.

IMPORTS The value of goods and services imported 
with the amount payable to non-residents.

INDUSTRY�CONCENTRATION IBISWorld bases 
concentration on the top four firms. Concentration is 
identified as High, Medium or Low. High means the top 
four players account for over 70% of revenue; Medium 
is 40 –70% of revenue; Low is less than 40%.

INDUSTRY�REVENUE The total sales revenue of the 
industry, including sales (exclusive of excise and sales 
tax) of goods and services; plus transfers to other firms 
of the same business; plus subsidies on production; plus 
all other operating income from outside the firm (such 
as commission income, repair and service income, and 
rent, leasing and hiring income); plus capital work done 
by rental or lease. Receipts from interest royalties, 
dividends and the sale of fixed tangible assets are 
excluded.

INDUSTRY�VALUE�ADDED The market value of goods 
and services produced by an industry minus the cost of 
goods and services used in the production process, 
which leaves the gross product of the industry (also 
called its Value Added).

INTERNATIONAL�TRADE The level is determined by: 
Exports/Revenue: Low is 0 –5%; Medium is 5 –20%; 
High is over 20%. Imports/Domestic Demand: Low is 
0 –5%; Medium is 5 –35%; and High is over 35%.

LIFE�CYCLE All industries go through periods of Growth, 
Maturity and Decline. An average life cycle lasts 70 
years. Maturity is the longest stage at 40 years with 
Growth and Decline at 15 years each.

NON-EMPLOYING�ESTABLISHMENT Businesses with 
no paid employment and payroll are known as 
non-employing establishments. These are mostly set-up 
by self employed individuals.

VOLATILITY The level of volatility is determined by the 
percentage change in revenue over the past five years. 
Volatility levels: Very High is greater than ±20%; High 
Volatility is between ±10% and ±20%; Moderate 
Volatility is between ±3% and ±10%; and Low Volatility 
is less than ±3%.

WAGES The gross total wages and salaries of all 
employees of the establishment.
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AVERAGE�CHECK The average amount of money spent 
per check at an industry establishment.

CHAIN�RESTAURANTS Restaurants owned and directly 
operated by a single company.

FRANCHISED�RESTAURANTS Restaurant concepts sold 
to individual operators, with group ordering, marketing, 
training, financial and management support.



Disclaimer

This product has been supplied by IBISWorld Inc. (‘IBISWorld’) solely for use 
by its authorized licenses strictly in accordance with their license agreements 
with IBISWorld. IBISWorld makes no representation to any other person 
with regard to the completeness or accuracy of the data or information 
contained herein, and it accepts no responsibility and disclaims all liability 
(save for liability which cannot be lawfully disclaimed) for loss or damage 
whatsoever suffered or incurred by any other person resulting from the use 

of, or reliance upon, the data or information contained herein. Copyright in 
this publication is owned by IBISWorld Inc. The publication is sold on the 
basis that the purchaser agrees not to copy the material contained within it 
for other than the purchasers own purposes. In the event that the purchaser 
uses or quotes from the material in this publication – in papers, reports, or 
opinions prepared for any other person – it is agreed that it will be sourced 
to: IBISWorld Inc.

At IBISWorld we know that industry intelligence 
is more than assembling facts
It is combining data with analysis to answer the 
questions that successful businesses ask
Identify�high�growth,�emerging�&�shrinking�markets
Arm�yourself�with�the�latest�industry�intelligence
Assess�competitive�threats�from�existing�&�new�entrants
Benchmark�your�performance�against�the�competition
Make�speedy�market-ready,�profit-maximizing�decisions

Who�is�IBISWorld?
We are strategists, analysts, researchers, and marketers. We provide 
answers to information-hungry, time-poor businesses. Our goal is to 
provide real world answers that matter to your business in our 700 US 
industry reports. When tough strategic, budget, sales and marketing 
decisions need to be made, our suite of Industry and Risk intelligence 
products give you deeply-researched answers quickly.

IBISWorld�Membership
IBISWorld offers tailored membership packages to meet your needs.
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