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Most economies around the world are still recovering from the severe economic 
crisis during the 2007-2008 period. While stock markets are doing better, the 
global consumer is still very cautious about spending money and this is having 
profound effects on restaurant chains all over the world including South Korea.  
Let us look at what is actually happening and what some chains are doing to 
counteract these negative trends. 
 
In the United States, the casual dining sector for the most part is still 
experiencing negative same store sales but the trends are improving slowly.  
The key beneficiaries have been fast food restaurants (QSR) and fast casual.  
The fastest growing sector in the US restaurant industry is fast causal because 
the consumer is able to purchase a quality meal equal to casual dining but at 
a lower price. The consumer sacrifices service for price given that orders are 
placed at the counter and food runners deliver the meals in around 10 minutes.  
Tips are at the discretion of the diner and there is not a strong obligation to 
leave a gratuity.  Good examples of fast casual chains are Chipotle, Pei Wei 
Diner and Smashburger.  Casual dining chains like Outback Steakhouse and 
Chili’s have responded with lower priced main courses and smaller portions.  
For example, Outback is offering a 6-ounce (170 gram) sirloin steak set for 
just $9.95, about the same price as a Fast Casual meal.  Outback prided itself 
on big portions (10-12 ounces or 280-340 grams) in the past but is having to 
adjust to the new realities of a cash strapped consumer who just cannot afford 
to spend $20 anymore to eat out.  It is no secret that the lower priced player 
in the steakhouse category, Texas Roadhouse, is enjoying positive same store 
sales due to its “value for money” perception with consumers.
 
In China, leading upper casual Chinese restaurant chains (Guest Check of 
about 100 RMB or $16) in both Beijing and Shanghai are finding it harder 
to pass on rising commodity prices to their diners. When they raise prices 
accordingly they suffer significant reductions in guest counts. However, leaving 
menu prices unchanged means eroding store level margins. These chains are 
attacking the problem in the usual way with new menu items at cheaper prices, 
lower quality ingredients and smaller portions.  Some of these well known 
chains are now testing lower priced casual dining concepts with average 
spending per person in the range of Pizza Hut (60-80 RMB) to stay within the 
spending levels that diners are comfortable with. Again, the major beneficiary 
has been Chinese fast food and economical family restaurant chains who offer 
more affordable alternatives.  While the Chinese consumer food service market 
continues to grow as a compounded annual growth rate exceeding 10%, the 
fastest growing segment is Chinese QSR with annual growth rates exceeding 
15%.  
 
The situation is even more dire in Japan, where the consumer has been 
suffering for over 20 years with mild deflation and stagnant economic growth.  
The consumer food service industry has experienced annual growth of negative 
2% over the past 5 years.  Full service restaurants struggle to keep every 
customer and maintaining their existing sales is the top priority.  Meanwhile, 
the low priced counter service and take away chains are experiencing very 
strong growth.  Beef bowl, udon and bento box concepts are doing the best.  

In essence, Japanese diners now resemble emerging market consumers with 
the focus on high carbohydrate cheap meals that fill you up but have limited 
protein.  
 
South Korea is not immune from these global trends. During the 2006-2011 
period, the consumer food service industry experienced one of the weakest 
annual growth rates of any country in the Asia Pacific region at only 2.7%.  To 
some extent this is due to the maturity of the industry as well as the lack of 
real innovation but there is no question that the economy is playing a major 
part as well.  For example, the American causal dining sector is actually 
contracting in terms of number of stores, and average sales per store. Certain 
interesting standard priced full service concepts are experiencing strong growth 
but this is an exception as fast food and economical full service perform better.  
The Korean street food segment is especially dynamic given that diners can 
now experience this popular cuisine in a better atmosphere at affordable prices.  
No doubt the continuing growth of the local friend chicken and beer segment 
is a beneficiary as well.  
 
So what can restaurant chains do in the face of these weak economy trends, 
which probably will linger for a while longer?  First, they need to build strong 
goodwill and trust with their customers. Consumers, especially women, can 
easily notice if the portion sizes are reduced or lower quality ingredients are 
being used. A wiser strategy is to introduce new menu items that are more 
affordable and let the customer make the choice.  Do not let your financial 
comptroller run your restaurant chain or you will suffer the consequences!  
Second, there must be a recommitment to service. It is not wise just to cut the 
labor cost by reducing the number of servers as diners can easily see this 
as well.  Finally, chains need to focus on the long-term relationship with their 
diners and not short-term profit maximization.  In a weak economy, survival 
should be the top priority and that means delivering good food, good service 
and affordable prices to your diners. If your profits suffer in the short term then 
this is a small price to be paid to keep your goodwill and trust with your loyal 
customers. 
 
The enormous role of franchising in the Korean food service market creates 
unique challenges.  Individual franchisees must be convinced to maintain the 
standards of the chain in the face of declining sales and margins.  This is the 
time for franchisers to support the system by considering lowering margins on 
goods sold to franchisees as well as offering financial support to owners of 
struggling stores.  The old adage that “a chain is only as strong as its weakest 
link” certainly applies in our industry. 
 
Our industry has certainly faced serious challenges the past few years. How 
we respond to this “new normal” will dictate how many restaurant chains 
survive and prosper going forward. Are you prepared for the continuing 
presence of the “value seeking” diner?  Do you have a streamlined supply 
chain, simplified operations that use less labor, low build out costs?  Restaurant 
chains that are comfortable with their existing business may not be agile 
enough to survive these economic storms. How are you positioned?
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