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Evolving Industry
What the closure of white tablecloth restaurants in the Twin Cities really means

Dennis
Monroe

Editor’s note: Each month, Dennis
Monroe reviews a new restaurant’s
business proposition, based on his
years as a business attorney and
former CEO of a local multi-concept
restaurant company.

O ONE COULD BE SADDER
Nthan | am about the recent
closures of three fine-dining
restaurants in Minneapolis. Not
only was | a frequent and extremely
satisfied guest over the years, but |
also had close personal and working
relationships with the owners behind
the restaurants.
+ Masa, D’Amico’s top,
Mexican restaurant
- La Belle Vie, Tim McKee’s crown
jewel restaurant
« Vincent: A Restaurant, Vincent
Francoual’s classic  French
restaurant
This month’s column offers my
business observations on the closure
of these three restaurants, what the
consumers seems to be saying with
their so-called white-tablecloth veto
vote, and what appears to be working
today in the Twin Cities (and any metro
area).

upscale

Revenue Issues

From a business standpoint,
generating revenue is the pressure
cooker in which a higher-end

restaurant finds itself. It needs people
to come to the restaurant on a regular
basis (rather than just for a special
occasion). While patrons of special-
occasion restaurants tend to spend
freely, there are only so many special
occasions in diners’ lives.

The first issue for high-end
restaurants is volume. Masa and
Vincent had high-profile sites, and
my guess is their landlords came to
expect high volumes, which can only
be achieved with a flock of regular
weekly and monthly diners.

Two things that hurt revenue for
these restaurants:

1. Ease of access. | live in the North
Loop of downtown Minneapolis.
| know the downtown area well,
but for several months getting to
La Belle Vie was difficult because
of the ever-present street
construction. (I had to use my
GPS navigation and come into the
back of the restaurant.) Getting
to La Belle Vie on a weeknight
for a 6 p.m. reservation was a
challenge many diners may have
thought twice about attempting.

2.Construction. Nicollet Avenue
in Minneapolis was torn up this
summer. Both Vincent and Masa
had a lot of noise going on in
front of their restaurants. During
the very season people like to
sit outdoors or by the windows,
the loud noise made for less than
desirable seating.

All three restaurants received high
praise from the people who dined
there and from the press, so it was
a surprise to the consumer to see
the doors of these restaurants close.

What is the consumer looking at and
why were revenues down?

Cost Factor

All three restaurants had first-class
(and world class) chefs, servers and
cooks. As we know, the labor market
is tight. La Belle Vie turned out to be
a training ground for some of the
best chefs in town. That alone creates
higher than expected labor costs.
Servers trained at La Belle Vie have
gone on to the newer restaurants in
town.

What do all of these
restaurants have in
common? They have a
neighborhood feel
to them.

Turnover is common in the serving
staff of high-end restaurants. Even
though there were many loyal servers
at these restaurants, at some point
the servers need volume, as that is
how they make their money. If a hot,
new restaurant is attracting people
and generating higher volumes,
servers can be lured away.

Competition

The recent restaurant openings
in the Twin Cities are chef-driven
concepts or unique restaurants akin
to neighborhood bistros. Many are
the second concept from an already
successful team. These hot, trendy
restaurants are attracting people
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from the suburbs, as well as from their
neighborhoods. With a large number of
consumer publications all touting the
latest, greatest openings, it's difficult for
established restaurants to compete for
ink.

Normally there is a one- to two-year
honeymoon where if the buzz is out
there, everyone wants to dine at the new
restaurant. Bar La Grassa started out as
a neighborhood restaurant, but is still
having a strong run. Spoon and Stable,
Meritage, Revival, 4 Bells, Third Bird and
other restaurants have maintained their
original buzz. What is unique about
these new restaurants? They are not
necessarily special-occasion restaurants
or weekend destinations. Diners want to
go there during the week.

What do all of these restaurants have
in common? They have a neighborhood
feel to them. The food is upscale; the
décor is casual, but stylish. The service
is professional, yet friendly. They radiate
approachable elegance. And while
they’re not as expensive as a La Belle

Vie, the bill can rival white-tablecloth
restaurants, if one is tempted into trying
several different dishes.

The latest restaurant that epitomizes
this new approach is Eastside. Eastside
has neighborhood flair, and is blessed
with a large apartment complex above
the restaurant, which creates a natural
watering hole for the residents around
Third and Washington.

I've reviewed the economics of many
of the restaurants, and the one thing that
stands out is frequency of use and number
of table turns. Very few of the restaurants,
except for 4 Bells, are large venues.

Another feature that aids their success
is they have a number of different eating
areas (including private dining/event
areas), making them multi-use facilities.
If they need to close areas off, they have
separate rooms to accommodate larger
parties.

Having a number of different revenue
sources is important, such as getting
people in for brunch (hot right now)
and offering Sunday night comfort food,

like hamburgers. Some offer catering.
Takeout is another source a true high-end
restaurant can’t offer.

New restaurants are looking at the
broader-based revenue streams. The
three restaurants that closed all had
events, but were not designed for the
way today’s diner likes to dine.

My hope is that tastes in the Twin Cities
will be broad enough to have another
La Belle Vie, Vincent and Masa. The
consumer is not quite there yet. But my
expectation is that the owners behind
all three concepts will use their immense
talents to open a 3.0 version of their
mainstays. [

Dennis L. Monroe is a shareholder and Chairman
of Monroe Moxness Berg PA, a Minneapolis-
based law firm specializing in multi-unit franchise
finance, mergers and acquisitions, and taxation.
In addition to this column, he writes a monthly
column for the Restaurant Finance Monitor and
is often quoted in industry publications. He
was CEO of Parasole Restaurant Holdings from
2009 to 2011. You can reach him at dmonroe@
mmblawfirm.com.



