


the globe, the issue of labor has become

ne
From back-of-house kitchen operations to wait
staff, many restaurants are struggling to find well-

trained and service-oriented people to do the job.

As competition for the patronage of customers
iNCreases, restaurants try to distinguish themselves
by better training staff in order to offer consistent
service.But in many parts of the world, restaurant
employment is seen as a stop-gap, a temporary
or even a menial position. And because it is

frequently poorly paid, staff tends to be transitory.

We asked our U.S., European and Asia Pacific
columnists to provide an insight into the labor
issues in their regions. Each has taken a slightly
different squint at the same issue with some
interesting results.

he key drivers in the success of a restaurant.
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e decades-long expansion of the U.S. dining-away-

e market, most workers still regard foodservice jobs

It, demeaning and generally undesirable.Why has this

situation developed, and what steps can be taken to improve

staff recruitment, retention and career development?

By Mitchell Schechter

For many years, foodservice industry analysts have
debated why employment in restaurants and noncom-
mercial operations is regarded so differently in America
and abroad. Unlike Western Europe, where both front-
and back-of-house positions are typically regarded as
worthwhile, well-compensated permanent careers, food-
service jobs in the U.S. are most often perceived as menial,
poor-paying and without sufficient prospects to evoke
workers’ long-term commitment.

The reasons for this perception are uniquely Ameri-
can and include a social consciousness that equates
serving others with historic servitude (especially among
African-Americans); a belief that restaurant and food-
service jobs almost never offer benefits or wages suf-
ficient to support a family; and that “flipping burgers,”

washing dishes or bussing tables are low-skill tasks with
negligible societal value and thus unworthy for a com-
petent, self-respecting adult.

Though such attitudes toward foodservice employment
have come into being in America over the past century,
it’s useful to ask now if they are still accurate. Or have the
emergence of celebrity chefs, popular shows on the Food
Network and Americans’ on-going love affair with dining
out led to a new respect for and willingness to work in the
foodservice industry? To learn more, we spoke to two
seasoned operators and a veteran MAS consultant.

Jim Wulforst, whose professional credentials include
the director’s job in the Dining Services department at
Duke University, the current presidency of SFM and ex-
tensive experience in B&I foodservice management, en-
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tered the industry originally as a student, “simply because
I had to make some money; I needed a job.” Despite his

rise to the leadership of a $29-mil-
lion/year, 26-operation program,
Waulforst still characterized rank-
and-file foodservice jobs as typi-
cally “the last resort of workers
with poor skills and low self-con-
fidence.” He added that foodser-
vice employers continue to hire
less-skilled or untrained workers
to keep payrolls low enough to
preserve existing menu price
points, a must for many operators,
in Wulforst’s opinion, at a time of
intense competition.

Because such a high percentage

of U.S. foodservice jobs are available at QSR and other
chain locations, where labor is usually less-well compen-
sated and trained, turn-over rates in the American indus-
try far outstrip those at most European operations. “Most
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Hire Minded: A Special Report on Labor

“Ours is a low-wage occupation.
Many workers must rely on tips
and too many receive no benefits.
What that means is that for
most employees foodservice is not
seen as a profession, it’s a job,
with low prestige, minimal train-
ing and few prospects for ad-
vancement.” — Claudia Scotty,
FCSI, Envsion Strategies, U.S.

U.S. workers just don’t want to stay, unless there’s a union
to negotiate higher wages and ensure benefits,” Wulforst

commented. “Those who work
for us as an alternative to receiv-
ing social assistance often find
the jobs too hard or humiliating.
Those who like the work usually
want to become chefs and open
their own restaurants, so getting
a productive effort from and
keeping entry-level staff is a con-
stant challenge.”

While crediting the rise of ce-
lebrity chefs with improving
public awareness and apprecia-
tion of the foodservice industry,
Waulforst also cautioned that few

young culinarians actually have the skills, personality
and contacts to join the small galaxy of today’s cooking
stars. Of those who do, “too many either burn out or
surrender to their egos, overspend, neglect the basics and
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Hire Minded: A Special Report on Labor

wind up losing their restaurants,” he pointed out. “It's
tough to live glamorously when you have to work 70
hours a week to make sure your business succeeds.”

To better the lot of the majority of foodservice employ-
ees, Wulforst believes that managers must move statf into
new jobs as often as possible, both to demonstrate the
existence of a career path and to help maintain worker
morale. “Our price points will always limit our wages,”
he stressed, “so we have to do all we can to improve staff
members’ job satisfaction and professionalism.”

For Claudia Scotty, FCSI, CEO of MAS consultancy
Envsion Strategies (and a former QSR and hotel foodser-
vice manager), the reasons for the labor inadequacies in
the U.S. hospitality industry begin with the fact that “ours
is a low-wage occupation. Many workers must rely on
tips and too many receive no benefits. What that means,”
she noted, “is that for most employees foodservice is not
seen as a profession; it’s a job, with low prestige, minimal
training and few prospects for advancement.”

Scotty added that this scenario is being reinforced
by the ongoing “dumbing down” of back-of-house
operations, a trend most prevalent in the market-

dominating chain concepts. “Automating equipment
and cooking processes may well be good for cost-control
and product consistency, but it’s terrible for people’s
careers because workers have decreasing opportunities
to learn new skills once they enter the commercial
foodservice market,” she commented.

The origin of the current, mostly dysfunctional labor
situation in American foodservices, according to Scotty,
is restaurateurs’ historic preference to pay minimal
wages so menu prices can remain low enough to appeal
to the broadest possible cross-section of potential custom-
ers. “This is a long-standing model in the American in-
dustry,” Scotty observed. “If our restaurants paid staff on
par with their counterparts in Western Europe, we might
see menu prices go up by 20 percent at mainstream fam-
ily restaurants. It would be hard to get the industry as a
whole to support that kind of change.”

The most positive trend, she adds, is a continuing rise
in culinary school enrollments and the popularity of
celebrity chefs, “It’s those guys on the Food Network
who've awakened more people to the importance of good
nutritious foods and the ways they’re prepared.”

Structural Concepts
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One well-known culinary luminary, Steven Jayson,
VP/corporate executive chef for the Universal Studios
Resort Group in Orlando, FL, believes that while the
negative stereotypes of the past remain at least partly true,
anew paradigm is beginning to appear in U.S. foodservice.
“The fact that chefs can now be media stars is definitely
increasing the renown of our industry, especially among
middle-class urban young people,” he said. “One good
thing about foodservice is that our operations are ubiq-
uitous; we’ve got jobs to offer on nearly every street
corner, so people usually find it easy to find employment
with us. Getting them to stay and grow, however, has
always been another matter.”

Fortunately for Jayson and the staff who work with
him in over 50 Universal Orlando operations, his parent
company has chosen to demonstrate that it values all its
employees by offering both competitive wages and fam-
ily-oriented benefits packages. In addition, noted Jayson,
who started 25 years ago as a dishwasher and was taught
to cook by a restaurant chef, his employer has increased
its support for foodservice staff training.

Hire Minded: A Special Report on Labor

“Now, we move employees more often into new posi-
tions to help them gain new skills, and also pay tuition
reimbursement if they enroll in job-related education
courses,” he explained. “As a result of all this, we're at-
tracting more young people from the growing culinary
school enrollments who tend to perform better and stay
longer because they have some idea of what the industry
is all about from their educational experience.”

Though Jayson admitted that many U.S. kitchens
remain “sweat boxes, hardly livable environments,” he
added that he himself would re-enter foodservice if
given a second opportunity to build a career. “The work
is hard and exacting, sure, but every day is a different
adventure and I love the challenge of it,” he remarked.
“At the end of the day, this is a wonderful industry, filled
with good and talented people. Besides, where else can
you learn skills that ensure you’ll never go hungry an-

other day in your life?”

Bakers Pride
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s influence European labor costs and flexibility in the

N Market — these can vary from medical benefits to new

some markets. And minimum wages vary markedly,

even within European Union countries.

By Bruce Whitehall

Culturally, politically and historically, Europe is a re-
markably diverse region so available comparisons show
up wide variations in areas such as labor costs and re-
lated factors like retirement age, tax rates and unemploy-
ment levels. Latest estimates of hourly rates for restaurant
workers in European Union (EU) countries by the Eurostat
research bureau range from over €20 in culinary front-
runners, France and Belgium, down to less than €6 in
much less-developed Portugal. (Current conversion rate:
U.S.§1 =¢€1.2).

Most of the other Western European EU member coun-
tries fall somewhere in between, with the high-earning
Scandinavian trio of Denmark, Sweden and Finland near
the top of the spectrum. They are followed by the Neth-
erlands, UK, Austria and Germany, all around the €14

level and Greece, Ireland and Spain around €10 to €11.

There’s a sharp contrast between these rates and those
of the more recent EU entrants in Eastern Europe, where
rates range from around €2 to €3 in Poland, the Czech
Republic, Slovakia and Hungary down to around €1 per
hour in Romania and Bulgaria. The only exception is to
be found in the ex-Yugoslavian nation of Slovenia where
rates stand around €7.4.

Such figures only tell part of the story. A common
issue for employers with interests in different countries
is the overlay of social security charges, employment
protection measures and tax liabilities. Differences are
particularly marked between big Continental econo-
mies like France, Germany and Italy and the relatively
less regulated UK. “The key question is not rates of pay
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but add-on costs,” says Robert Barnard, director of
hotel consultancy services at the PKF international
consultancy group. “The contribution which employers

have to make in much of Conti-
nental Europe is considerably
higher than in the UK, to the
extent that they can almost
double the wage costs.”

Extras come in all shapes and
sizes, like the mandatory require-
ment for employers to buy food-
service employees a new pair of
shoes every three years in Italy. An
executive at an international
theme restaurant chain cited sick
pay in the Netherlands with the
employer liable for 100 percent of
their salary for up to one year when
someone falls ill.

High levels of worker protection are to some extent a
reflection of established social policies, unionisation and

Hire Minded: A Special Report on Labor
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collective bargaining. In nations such as Germany, which
has been in the economic doldrums for several years,
concerns are starting to be felt about the implications on

long-term competitiveness of long
holiday entitlements (a minimum
of 24 workable days per year) and
overtime restrictions (maximum
two hours per day on up to 30 days
per year). “But I suspect it is going
to be fairly slow progress before the
perspective changes significantly,”
Barnard comments.

Miles Quest, spokesman for the
British Hospitality Association
(BHA), the employers’ body,
agrees. However, available statis-
tics for the British hotel industry
over recent years suggest that the

labor cost element has been rising in Britain, too, with

payroll rising from 25% of total revenue in 1997 to
nearly 30% in 2003. Factors include rising national in-
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surance and minimum wage rates which have the effect
of forcing up wage levels by impacting on the differen-
tials of other staff.

Even so, social security costs still represent a much
higher percentage of wage costs on the Continent where
they have in turn contributed to a more stable - if argu-
ably less flexible - workforce. Staff turnover has tended
to be much higher in the hospitality sector in Britain,
adding to recruitment and training costs, but there are
also exceptional factors. “The reason people come and
go so rapidly in Britain is not

Hire Minded: A Special Report on Labor

upon hospitality as a good industry. This is partly perhaps
because they are better protected but also because the
restaurant profession is generally looked upon as a career,
not just as a stop-gap while studying or when looking for
something better. However, things are changing in the
UK where the industry is getting a better and better
reputation, especially in London (where a lot of people

also like to come as a good place to gain training).”
What about the long-stated ideal of cross-border har-
monisation? So far, it’s happened more in areas like
building regulations than labor

always to do with working
conditions,” Quest comments.
“A lot of people come here to
learn English and are gone af-
ter six months.”

Leading UK casual dining
chain, Pizza Express, has been
able to compare add-on costs
directly in franchising branches
of its mid-spend format in sev-
eral European countries. Eric
André, managing director of
Pizza Express International,
quotes the following average

add-ons to labor rates because

costs, André suggests. “But one
area which directly affects staff is
in regulations governing working
hours and safety protection. A few
years ago in the UK, anybody
could work 70 hours every week.
It is still not as regulated as on the
Continent but is coming closer.”
Pizza Express also has branches
in Hungary and Poland. “We do
extremely well there,” André com-
ments. “Labor rates are much
lower than in Western Europe,
generally. Worker protection and

| J benefits pushes up total costs,

o

of benefits and related employer
expenses: UK 12%; Spain 33%;
France 42% and Germany 46%.

. Labor Costs

Highest of all is Belgium where,
after paying staff, employers are
expected to pay over half as much again - 51% — in man-
datory extra costs.

There is an inevitable impact on operating cost mar-
gins with, for example, six percentage points typically
added to labor costs in Spain and nine per cent at French
units compared to UK units. “These extra costs are
something you have to work with,” he comments. In
terms of remaining profitable in the Continental coun-
tries, some other margins - notably food, and in some
cases property - are lower. “You just have a different
dynamic to deal with; at the end of the day, it’s possible
to balance it out.”

André believes that the varying cost structures do have
a significant effect on staff turnover. “Staff in Continen-
tal countries stay longer in their jobs and tend to look

100%

150% probably to UK levels, but costs are

average add-ons lower relative to the calibre of staff
due to benefits and
related employer
expenses

you get. It’s very easy to get good
quality staff who are willing to
learn. Education is very high: they
all speak English and at least one other language.”

Andreas Hacker, CEO, McDonald’s Central Europe,
wholeheartedly agrees. “To succeed at international ex-
pansion you need people with passion and, believe me,
there are plenty of them in eastern Europe, mostly multi-
lingual people with an outstanding education,” he told
the audience at last year’s Sth European Foodservice Sum-
mit conference in Zurich. He said that the region had
become a major people resource for McDonald’s world-
wide. “Romania has one of the best quality control levels
in the world...we have 23 store managers in Boston, USA
today from Romania and are exporting Romanian store
managers to Italy.” 52
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 Asia Pacific region has a very different set of rules when it

es to foodservice employment.Issues such as a minimum

je, labor standards, and service values vary enormously

bughout the region. And employment in the foodservice

industry ranges from intensely service-driven and well-paid to

lackadaisical and unpaid.

By Angie Tu

It’s an uphill battle for many restaurateurs in the Asia
Pacific region. In countries such as Malaysia, Singapore
and India, food and beverage provision is not accorded
much respect or treated as a real profession. It is only over
the past 20 years that Asia has come to terms with service
“which makes it a relatively new phenomenon.” says Carl
Kjellgvist, managing director of Focus, Singapore-based
foodservice and hospitality consultants. “Service has a
stronger heritage in Europe and the Americas, for sure.”
There, he adds, laws protect workers in the foodservice
industry, whereas in Asia, employees do not have the

same luxury. They cannot, for example, go on strike to
demand higher pay and they have less say in their duties.
They are easily penalized and replaced. The result is that
performance levels drop and service is often less-than-
optimum for customers who, in turn, become unpleasant.
The labor laws of countries like Singapore are pro-em-
ployer. In fact, says Kjellgvist, “It’s a dream to be an
employer here.”

As a result, most look at restaurant work as a tempo-
rary measure or in local parlance, a no-choice trade.
“Societal pressure here puts a higher value on intellec-
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tual qualifications such as
law, engineering and medi-
cine. By corollary, restau-
rant service staff is regarded
as lower value,” says Ber-
nard Chan, a hospitality
lecturer based in Singapore.
“So, it becomes a catch-22
whereby the industry is not
getting the manpower it
deserves and new graduates
disdain service jobs.” He
adds, “The pay is regrettably
low because most restaurant
expenses go into rent. The
staff soon wise up and leave
in search of better opportu-
nities.” Some Asian coun-
tries, such as Korea and In-
donesia, do not encourage
tipping. But as capitalism
exerts a tighter grip, most
restaurants charge an addi-
tional 10 percent which es-
sentially goes to the opera-
tor’s kitty and not to the
staff — another de-motivat-
ing factor.

Discouraged hoteliers
and restaurant owners have
their own perennial gripes.
They spend time and energy
to train staff only to have
them leave. Vacancies are
filled by school dropouts
who have different goals.
“They see it as a job that gets
them that pair of designer
shoes. It is essentially pock-
et money. There’s no pride
and no longevity in their
tenure at the work place,”
says Chan. It’s a problem in
India too. “Here, they jump
from one chain to another for a few rupees more. The
attrition rate is very high,” laments Ram Vittal Rao,
owner, C2D: Concept to Design, in New Delhi, India.
“In fact, the worst nightmare of any operator is retaining
skilled staff.” Restaurant managers are exiting too under
pressure to meet monthly sales quotas. In India, says

Hire Minded: A Special Report on Labor
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Vittal, they often leave the industry to join the business
process outsourcing industry (i.e. call-centers) which is
constantly recruiting.

During the early 1990s, many Asian countries expe-
rienced an economic boom. But the rapid, dramatic pace
of economic development - often referred to as the
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“Asian Miracle” — came to a brutal, crashing end with the collapse of finan-
cial systems in 1997. The entire region was affected to different degrees and
most countries experienced economic stagnation. This was followed by
September 11, 2001 and SARS in 2003, adding proverbial salt to wound. The
economic conditions inevitably shrunk many pocketbooks and expense
accounts. Consumers became careful with their money and the frequency
of dining out decreased. For example, fine dining has almost disappeared
in Singapore compared to 10 to 15 years ago.

“Service has a stronger heritage in Europe and the
Americas, for sure. There, laws protect workers
in the foodservice industry, whereas in Asia,
employees do not have the same luxury. They
cannot, for example, go on strike to demand
higher pay and they have less say in their duties.”
Carl Kjellgvist, Focus Food Service & Hospitality
Consultants, Singapore

However there are bright spots in Asia Pacific where good service can be
found. In Australia, which generally is a “template” country because of its
European origins and its quick ability to assimilate western trends and prac-
tices, there is more prestige and respect for bar tending and waiting. Most see
it as a respectable career and a professional skill of which to be proud. Food
establishments are also particular about qualifications and experience. This
in turn gives the workers a sense of identity and accomplishment.

In places where tourism is significant, such as Thailand, Indonesia (spe-
cifically Bali), Vietnam, and increasingly, Burma, service is laced with heart-
warming smiles and an obliging spirit. These are places where love and respect
are key principles and it is keenly reflected in the service they provide. “Indeed,
for people in these lands, service is a way of life,” says Kjellgvist, “and they
take immense pride in pleasing their customers.”

Taiwan and Japan have a generally cordial service culture; indeed, service
is famous in Japan. People here care a lot about doing a good job when it
comes to service provision. A certain (obvious) pride comes with each of the
wait staff. They see it as their job, not degrading as their Singaporean coun-
terparts do. Also, these two countries have a larger population and competi-
tion for jobs means most people stay in jobs and try to please.

Wages in Asia Pacific are based on a variety of factors — demand vs. supply
of employment, quality of labor (trained vs. untrained), and the size of the
market (larger cities vs. towns). Minimum wage is more a Western concept
than an Asian one. In fact, in Bali, Indonesia, there are instances where service
staff are not paid at all but work for free meals. Because Asia Pacific is so di-

a

verse, a one-size-fits-all minimum wage policy does not exist. ©
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