Objective
To address questions relayed by the Village President, Village staff requested that BDI provide the
following information on the potential redevelopment of the former Bess Hardware site into a new
standalone restaurant:





Current restaurant market conditions and trends
Restaurant concepts that might fit Bess site or an existing Downtown Glenview building
Costs associated with a new Bess site restaurant development
Economic sustainability considerations for Downtown Glenview restaurants

Executive Summary
This report documents data BDI’s gathered on current local, regional and national restaurant market
conditions and trends and offers guidance on investing in a potential Downtown Glenview restaurant
building. This executive summary highlights key findings and notes the report pages where there is more
detailed analysis associated with each topic. The data supplement appendix provides demographic and
market data that may inform other Downtown Glenview businesses and answer additional questions.

Existing Market Conditions (pages 4, 9-11)





In the Chicago area, there have never been more restaurants. The number of leisure and
hospitality establishments (the majority of which are restaurants) has increased by 7% in the last
five years and by 21% since 2007.
Glenview’s recent growth through adding apartments that appeal to these younger, high
restaurant spending residents could be an opportunity for additional restaurant spending.
Glenview’s market share (Restaurant sales/Resident Restaurant Spending) calculation confirms
the village currently attracts significant spending from outside of the community, but
opportunities exist for solid concepts to attract sales from the region where Glenview currently
obtains less than 6% of spending.

Most Important Restaurant Trends (pages 5-8)








Off-premises sales is the most important 2018 trend for full- service restaurants. Off-premises
annual sales are currently estimated at $43 billion and projected to increase to $76 billion by
2022.
Another hot trend is chef-driven restaurants that choose urban locations with access to clusters
of high-income locals, urban center employees, and tourists, including cultural and convention
visitors, and in proximity to other high-quality restaurants.
The rise of new, non-traditional competitors such as grocerants, grocers serving food and drinks
in a dedicated dining area within their store; movie grills, such as Old Orchard’s CMX; and
morphing spaces—concepts that are coffee shops in the morning, serve lunch, and end as wine
or whiskey bars.
The industry trend with the most impact on restaurant operations is the shortage of available
workers and related, rising wages.
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Restaurant Concepts and Development Costs (pages 11-14)






Destination Restaurant with a unique concept occupying 8,000 to 10,000 square feet and having
approximately 400 seats.
o Examples: Coopers Hawk Winery, Pinstripes, Yard House.
o Preliminary Development Costs Estimate: $5.1 million
Local upscale dining concept with approximately 250 seats in a 5,000 square foot building.
o Examples: Jameson Steakhouse, Hackney’s, Egg Harbor.
o Preliminary Development Costs Estimate: $4.3 million
Remodel a vacant commercial space to add the ventilation and plumbing necessary to support a
5,000 square foot restaurant.
o Examples: Ten Ninety, Gusto’s
o Preliminary Construction Cost Estimate: at least $250,000 but could be more.

Conclusion
When Rich Melman, the founder of Chicago’s Lettuce Entertain You restaurant group, was asked to
explain the challenge of opening a restaurant, he replied: “Lots of capital is required, and you don’t
know if it will work until it opens.” BDI believes this high cost and inherent “concept risk” makes new
restaurant construction too risky for community investment. However, BDI does recommend that
Glenview seek opportunities to partner with investors proposing additional dining in Downtown
Glenview. The highest return on investment would be realized from financial incentives that make
vacant commercial space suitable for restaurants. That investment recognizes the permanent business
mix change caused by Internet shopping.
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Introduction
Glenview’s Downtown is where residents and visitors find independent businesses and access the civic
center of downtown which includes local businesses, Library, Metra, and places of religious worship.
With changes impacting commercial clusters everywhere, Village leaders seek to preserve and enhance
its Downtown to improve the services that it provides to residents, fit new models for commercial
development, and maintain the Downtown’s positive impact on Glenview’s regional image. BDI was
charged to document current market conditions and specifically examine the opportunity for Village
investment to create a building that would provide a location for an economically sustainable
Downtown Glenview restaurant. BDI was asked to look at both existing vacant space and a site locally
known as the Bess Hardware property that is documented in Figure 1.

Figure 1

The material that follows summarizes the data gathered by BDI and offers guidance on investing in a
potential Downtown Glenview restaurant building. It also documents BDI’s comments about other
considerations that could be important in evaluating a potential restaurant use for the Bess site or a
currently vacant property, including restaurant trends. The data supplement appendix provides
demographic and market data that may inform other Downtown Glenview businesses and answer
additional questions.
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Existing Market Conditions
A clear understanding of the national, regional, and local market conditions is key to developing a
realistic plan that both supports existing restaurants and identifies market friendly new restaurant
opportunities for Glenview.

Sales
Nationally and industry-wide, the restaurant sector is experiencing unprecedented change. U.S.
restaurant sales were projected at $799 billion for 2017. Fine dining and the upscale casual dining
segments have exhibited the strongest sales throughout 2017 and into the first quarter of 2018. The
casual and fast casual dining segments experienced 1% declines in sales during 2017. However, this
decline has reversed in first quarter 2018, leading to optimism for 2018 sales growth. In the Chicago
area, there have never been more restaurants. The number of leisure and hospitality establishments
(the majority of which are restaurants) has increased by 7% in the last five years and by 21% since 2007.
There were 24,500 such establishments at the end of first quarter 2017. 1
Glenview is at the center of a group of fully built-out communities, with restaurant sales totaling $437
million. For the past five-years, the sales split among the communities has been relatively consistent.

Glenview
Northbrook
Niles
Wilmette
Morton Grove
Northfield
Total Sales

Total Restaurant Sales Split by Community
2013
2014
2015
2016
32%
32%
34%
30%
23%
23%
24%
25%
24%
23%
24%
22%
9%
9%
4%
10%
9%
9%
10%
10%
3%
4%
4%
3%
$385,036,676 $400,446,816 $394,809,224 $436,590,934

2017
31%
25%
22%
9%
10%
3%
$438,853,817

Source: Illinois Department of Revenue 2016 Sales Tax Report; BDI
Table 1

These sales include all types of restaurants, from quick service to fine dining. Glenview obtains a large
share of sales both because it offers the full range of restaurant concepts and its businesses are exposed
to high average daily traffic on Waukegan Road, Willow Road, and Milwaukee Road. Most notably, The
Glen and Willow Creek Shopping Center have high volume, large format, restaurant concepts such as
Wildfire, Yard House, IHOP and Steak n Shake. In 2013, Glenview’s restaurant sales were $122,918,442,
and in 2017 its restaurant sales were $135,587,649, a 10% increase, while sales in the whole region
increased by 14%. The slower growth rate in Glenview can partially be explained by the transition in The
Glen Town Center restaurants and Glenview’s lack of significant new development, such as Northbrook’s
Northshore 770 on Skokie Boulevard. The national faster growth in restaurant sales is explained by
markets where the population is growing, and young singles are spending more on eating away from
home. Glenview’s recent growth through adding apartments that appeal to these younger, high

1

John Nicolopoulos, “Top Trends in the Restaurant Industry to Watch in 2018.” RSM Insights. March 13, 2018.
Peter Frost, “Is Chicago’s Dining Boom Over?,” Chicago Magazine, December 19, 2017.
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restaurant spending residents could be an opportunity for additional restaurant sales. The challenge is
identifying the restaurant most likely to fit Downtown Glenview and be economically sustainable.

Trends
In addition to sales and unit growth, broader industry trends, reflecting new customer, or guest,
behaviors, and transforming operations, are occurring and affecting restaurants of all sizes and formats
in all locales. These same trends often have multiple facets, based on how guests perceive their dining
experience and how operators adapt, innovate and succeed. These broader market trends include:

Off-premises
The continued growth of off-premises sales was cited as one of the most important 2018 trends for fullservice restaurants. Off-premises annual sales are currently estimated at $43 billion and projected to
increase to $76 billion by 2022. Online orders represent about 43% of all food deliveries. This trend is
not just the result of Millennial purchasing; Generation X (ages 35-44) is also a major user of ordering
and delivery services.
Ordering and Delivery Users by Age

Figure 2

The off-premises trend encompasses two aspects—ordering and delivery options for established
restaurant locations, such as those offered by UberEATs, Grub Hub and Door Dash, and “ghost”
restaurants. The expansion of off-premises options reflects ongoing growth in curbside pick-up, drivethru’s, catering, and delivery for restaurants of all formats. Chicago’s most well-known restaurant group,
Lettuce Entertain You Enterprises (LEYE) uses multiple delivery services for its restaurants across its
varied formats. In downtown Libertyville, nearly all of their 27 restaurants, which are all independently
owned, use UberEATs for both delivery and catering. Designated parking off Milwaukee Avenue
accommodates drivers and loading. (Restaurateurs indicate that finding and procuring the proper
packaging for delivery is often a bigger challenge than working with ordering and delivery services.)
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The popularity of these ordering and delivery options has also altered the definition of what constitutes
a restaurant. Virtual, or “ghost,” restaurants do not require a storefront, but are locally regulated as
restaurants. Their operations are similar to a commissary kitchen. Ghost restaurants offset the costs of
ordering and delivery services with much lower occupancy costs. Without dining and storage areas,
some ghost concepts occupy as little as 200 square feet. Ghost restaurants do not require high cost
storefronts in trendy neighborhoods to attract customers, so operators can open anywhere accessible
for their order and delivery services to reach their customers. In turn, the order and delivery firms
actively market and promote these ghost restaurants. These partnerships are now expanding and
evolving. Door Dash recently developed a San Francisco area kitchen suitable for four concepts; area
restaurateurs with “brick and mortar” locations operate two of these concept spaces as ghost
restaurants. UberEATs provides data to their ghost operators to enable better customer targeting based
upon user search trends. LEYE has created two delivery-only concepts using existing restaurant kitchens,
both in urban locations in other markets. 2

Chef-driven
These dining concepts reflect the culinary vision of a recognized chef and can vary significantly in
operating scale. Internationally known celebrity chefs either license or own and operate restaurants of
varied formats in major cities throughout the world. Locally and regionally, chef-driven concepts are
either the vision of a talented chef with partners and investors or the partnership between experienced
restaurant operators, investors, and a well-regarded chef. Most of these restaurants promote local
sourcing and an identifiable cuisine. Regardless of structure, these chefs and restaurant operators
choose locations in trendy or emerging urban neighborhoods and corridors. These locations provide
access to high-income locals, to urban center employees, and to tourists, including cultural and
convention visitors, and proximity to other high-quality restaurants. These restaurants also serve as
destinations with a “cool” factor, attracting customers from throughout that same metropolitan area.
Often, ownership is expressly committed to certain city neighborhoods, locating several restaurants on
one or two blocks. This commitment is evident in Chicago along Randolph Street/Fulton Market,
Milwaukee Avenue in Wicker Park and Logan Square, in River North, and in emerging areas like
Avondale. For the major Chicago restaurant groups, expansion to other cities versus to Chicago’s
suburbs is the basis for future growth. A local example is the Boka Restaurant Group’s (Girl and The
Goat, Little Goat, etc.) plan to expand beyond their 16 restaurant concepts in Chicago, likely opening a
restaurant in Los Angeles, by 2020.

Untraditional, or non-traditional, competition
New competitors for traditional restaurants, regardless of format, continue to emerge. The rise of
grocerants, grocers serving food and drinks in a dedicated dining area within their store, provides
flexibility for consumers and the ability to sell higher margin products (foods prepared on-site and wine,
beer, or cocktails). Movie grills, such as Old Orchard’s CMX, allow moviegoers to have dinner and drinks
at the movie theater, again providing consumer flexibility while attracting larger audiences. In

2

Liz Wolf, “Ghost Restaurants and the Impact on Commercial Real Estate.” VTS Blog, March 26, 2018.
Thomas Franck, “Home Food Delivery is Surging Thanks to Ease of Online Ordering, New Study
Shows.” CNBC Investment Blog, July 12, 2017.
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Cincinnati, Kroger recently opened its second Kitchen 1883, a standalone full-service restaurant. (Both
are adjacent to stores with separate entrances and operations. This venture is the work of Kroger’s
Culinary Innovation Team.)3 In addition, many limited service, fast casual restaurants are morphing
throughout the day--starting as coffee shops in the morning, serving lunch, and ending as wine or
whiskey bars, typically with a small food menu. The impact of the “all day menu” has been identified as
an emerging trend in New York City after recent high-profile conversions of fine dining restaurants to
“all day” fast casual concepts. Regardless, each of these new approaches intends to provide a unique
experience, to be casual and flexible for customers, and to focus on capturing “a [market] share of the
stomach” for ownership.

Labor issues
The industry trend with the most impact on restaurant operations is the shortage of available workers
and related, rising wages. Labor costs for typical restaurants have increased from an average of 30% to
an estimated 35-36% in 2017. The improved economy has given workers greater jobs options, resulting
a less interest in food and beverage industry jobs. The high cost of labor also makes it difficult to
compete with the grocers who serve food, as they have limited labor costs and the quality of food can
be similar to that of a typical restaurant operation.
Immigration has been important to the industry’s labor force, and the ongoing national immigration
debate and declines in immigration have affected the available labor pool. According to a recent study
by TDn2K’s People Report, nearly 75% of restaurant companies reported being understaffed in front-ofhouse positions. For back-of-house positions, the situation is even worse. Back of the house positions
like dishwashers, crucial to all restaurants, have been particularly hard to fill. Many restaurant groups
are now offering employee benefits, such as health insurance, to attract and retain workers. In the
Chicago area, new restaurants have delayed opening due to the inability to hire workers. Some
operators are considering fast casual concepts requiring smaller numbers of workers. The hiring issue
has become more problematic for suburban restaurants, given the lack of access to reliable
transportation at times required by their staff. Suburban restaurateurs are working with the Illinois
Restaurant Association to develop programming to address these labor concerns.

“Guest facing” technologies
Technology is increasing efficiencies and enhancing the diner or guest experience. This begins with
online reservations through reservation systems, such as Open Table, Reserve, or Tock, through seating
and payment. Integrating order and delivery systems, including services like UberEATs, with restaurant
Point of Sale (POS) systems is another way of providing a seamless and positive guest experience. The
goal is to ensure that customers can conduct and view every step of their order’s process on their
mobile phone. The use of tablets and kiosks in fast casual concepts eliminates the counter and the
perceived divide between the employee and server. Some of these same fast casual concepts have also
gone cashless to facilitate ordering. In going cashless, several full-service restaurant groups have formed
partnerships with Open Table, Yelp, and other services to communicate that cash will no be longer
accepted. Their tipped workers receive debit cards loaded with their tips for immediate access after
each shift.

3

Mark Hamstra, “Kroger’s Culinary Efforts Seen Ramping Up in 2018.” Supermarket News, 2/14/17
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Role of media
All restaurants and owners want traditional and electronic media coverage, and social media and its
management have become crucial to restaurant success and to communicate the uniqueness of their
guest experience. This trend affects all restaurants of all types. Social media, including monitoring online
reviews, is a major part of each unit’s marketing, promotion, and public relations work. Fine dining
restaurants use social media to research their guests and their likely preferences in advance of their visit
to the restaurant to provide a personalized experience. National and local industry media, such as Eater
and online food content producers, focus on producing lists of the newest, hottest, or “best”
restaurants. This focus often ignores restaurants that have operated successfully for several years. The
challenge for the most successful restaurants is marketing and promotion after the “hot” period
subsides.

Food halls
The proliferation of food halls is expected to triple by 2020, according to Cushman and Wakefield. This
trend has been driven by multiple factors—the success of combined retail and restaurant concepts, such
as Eataly, the growth of the foodie culture among Millennials, and the ongoing morphing within
restaurant concepts and operations. Food halls provide restaurant operators and property owners with
significant flexibility. From a restaurateur perspective, operating a small concept (similar menu as would
be found in a food truck) at a food hall has less risk. For property ownership, replacing one food vendor
with a small space is less problematic than replacing a full-service restaurant. There are some indications
that the food hall concept is being overbuilt, given the concepts are large and require access to
significant pedestrian traffic. The first suburban food hall (41,000 SF) opened recently in Tysons Galleria
near Washington, DC. It is too early to determine whether or not it will succeed.

Figure 3
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Logical Markets
Glenview residents are justifiably proud of their commercial success and actively seek a better
connection to their Downtown, but Downtown business must serve a larger market. Glenview residents
are projected by demographers to spend nearly $75 million on restaurant meals, but current sales in
Glenview restaurants is $133 million. Clearly, successful businesses are attracting from a market larger
than just Glenview residents. Current consumer behavior research suggests that the non-resident
market most important to the success of Downtown Glenview is a destination market within a 30minute drive, the “Smart Phone Market.” Potential customers search that geography for dining
experiences using apps such as Google Maps and Yelp pressing a directions icon to learn how to travel to
highly rated businesses.

Glenview Market
Glenview customers can be divided into those who can easily walk to the potential restaurant site and
those who are more likely to drive to Downtown Glenview. The “Pedestrian” market, a half mile walk, is
depicted in the Figure 4 map.

Figure 4
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Figure 5 illustrates the geography of the 30-minute drive time “Smart Phone” market.

Figure 5

The stores and restaurants attracting “Smart Phone” market through a highly rated product could give
Downtown Glenview a distinctive character that differentiates it from other shopping alternatives.

Market Comparison
Table 2 provides a basic comparison of the demographics of these markets and restaurant spending
information.
Glenview
Population
Average Household Size
Pop Density/Mile
Median Age
Per Capita Income
Employees
Resident Restaurant Spending
Restaurant Sales
Glenview’s Market Share (Sales/Spending)

Pedestrian

Smart Phone

45,964

4,304

1,658,475

2.7

2.4

2.6

3,276
47.0

5,469

5,016

46.6

38.9

$61,368

$70,042

$41,684

2,430

1,049,497

30,166
$73,321,500
$132,883,702
181.2%

$7,467,381
1780%

$2,401,433,190
5.5%

Source: 2014 Experian, Inc. All Rights Reserved, Alteryx, Inc., BDI
Table 2

Glenview’s market share (Restaurant sales/Resident Restaurant Spending) calculation confirms that the
village currently attracts significant spending from outside of the community, but opportunities exist for
solid concepts to attract sales from the region where Glenview currently obtains less than 6% of
spending.
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Table 3 illustrates that Glenview’s 30,166 employees provide a stronger daytime market than
surrounding communities other than Northbrook:
Table 3

Northbrook
Glenview
Niles
Morton Grove
Wilmette
Northfield

Employees
52,869
30,166
15,846
10,575
10,446
7,776

Source: 2014 Experian, Inc. All
Rights Reserved, Alteryx, Inc., BDI

Higher per capita income in the pedestrian and community markets helps to support more high
quality/higher cost restaurant concepts that attract more distant customers seeking more sophisticated
products.

Restaurant Concepts and Development Costs
Restaurant concept development begins with a thorough pro-forma. The development of any restaurant
pro-forma works backwards, using a series of decision points to identify the optimal restaurant layout to
achieve profitability and unit size. The menu determines the kitchen size and the labor required for
operations, both in the front and back of the house. Determining how much of a bar is needed is part of
this same analysis. For example, if a restaurant’s bar emphasizes cocktails and is projected to sell 1,000
cocktails on a busy night, this sales level has implications for multiple square footage requirements—bar
seating, storage for glassware, bar supplies, and product, the costs of sales, and labor and training,
including such basics as how many dishwashers are needed to wash cocktail glasses. This same,
thorough upfront analysis dictates the check size needed for profitability, and the square footages and
build-out costs required for the kitchen, dining and welcome area, bar, and storage for all parts of the
operation, restrooms, and staff and common areas. Experienced restaurateurs typically conduct these
pro-forma analyses multiple times using varied programs addressing all operating pitfalls to ensure that
their pro-formas are as realistic as possible for operating and financial purposes. Once a pro-forma has
been vetted, the appropriate restaurant size, or floor plan, needed to support projected profitable
operations is understood.
The concept analysis that follows looks at three preliminary concepts. The Bess site size with its
proximity to 700 Metra parking spaces could support a destination concept restaurant similar to
Cooper's Hawk Winery & Restaurant or City Works Eatery and Pour House. With both concepts recently
built in Wheeling at locations where they share parking with other uses, they are useful examples of
vetted concepts that could be models for a potential Glenview restaurant. These 8,000 to 10,000 square
foot restaurants have approximately 400 seats and require some self-parking, but also typically provide
valet parking that uses nearby lots. Since both concepts already have nearby locations, the actual
destination concept that might choose this site would be a different, successful transplant from another
region just as The Glen’s original Bravo and Mitchells restaurants were based in Columbus, Ohio. If the
new restaurant on the Bess site were to rely on self-parking, it could support a local upscale dining
11

concept with approximately 250 seats in a 5,000 square foot building. Many of the chef driven concepts
recently built in Fulton Market are this size. As a third alternative, a restaurant remodel concept seeking
to reach the Glenview market could remodel an existing location and pay approximately $18 per square
foot in rent. A review of existing vacancies suggests that remodeling to provide grease traps and
ventilation would be necessary. The analysis that follows provides $100,000 for that change and
additional remodeling, but assumes acquisition of a used kitchen, which is common in remodel projects.
Table 4 estimates the pre-opening investment in a building, kitchen, furnishings, and parking that would
support the destination, local, and remodel options.
Table 4

Destination Concept
(8,000 square feet)
$1,959,791

Local Concept
(5,000 square feet)
$1,030,852

Remodel Existing Space
(5,000 square feet)
$100,000

$300,000

$250,000

$125,000

$40,000

$25,000

$25,000

$597,858

$653,243

Total Investment

$2,897,649

$1,959,095

Land

$2,225,000

$2,225,000

Building construction
Kitchen
Furnishings
Parking @ $6000/space

$0
$250,000
$0

Sources: http://www.buildingjournal.com/construction-estimating.html ; Village of Glenview; BDI.

Because “free” land is a common development incentive, the balance of this analysis looks at both a
scenario that includes land value and a scenario that assumes that the land is the Village’s contribution
to the restaurant development.
The key to a restaurant’s economic sustainability is sales that cover all costs and provide a return on
investment sufficient to interest investors in undertaking the development. When that condition is met,
a development is “market driven.” Table 5 estimates the sales that are necessary to provide a return on
investment that might interest investors. The remodeled space already has investors who built the
space and set rent as their required return. Table 5 calculates a return on the investment (ROI)
associated with the values in Table 4 to set the sales necessary to make each concept market driven.

9% ROI (rent)
Sales that meet 6% rent ratio

Destination Concept
(8,000 square feet)
$260,788

Local Concept
(5,000 square feet)
$176,319

$4,346,474

$2,938,643

$543

Sales/Square foot

$588

$32.60

Rent per square foot

$35.26

Remodel Existing Space
(5,000 square feet)
$112,500
$1,875,000
$375
$22.50

With Land Included in Investment
9% ROI (rent)
Sales that meet 6% rent ratio

$461,038

$376,569

$112,500

$7,683,974

$6,276,143

$1,875,000

$960.50

$1,255.23

$375

$57.63

$75.31

$22.50

Sales/Square foot
Rent per square foot
Sources: Baker & Tilley, Restaurant Benchmarks, 2016; BDI

Table 5
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Baker & Tilley’s restaurant benchmarks publication reports that its profitable full-service restaurant
clients typically have sales of $350 per square foot. The Boka Group, Chicago’s premier developer of
chef driven restaurants, has four concepts with total sales that exceed $10 million and sales per square
foot of $500 to $1,200. Those concepts are meticulously planned and located in “hot” urban markets
such as Fulton Market. A market driven restaurant concept built on the Bess Site would need a concept
strong enough to attract sales per square foot like the top performing restaurants in the United States.

Additional Considerations
1. Although it might be possible to execute the destination or local concept as the ground floor of
a midrise residential building, the complication of optimizing mechanical systems and parking
for both uses makes the costs the same or more than the free-standing building concept
analyzed in this report. The profitability of restaurants often depends on extended hours leading
to more high margin alcohol sales. Those hours plus the need to accommodate trash removal
and deliveries makes for a poor match with residential units in the same building. In more urban
locations such as Oak Park, concepts such as Coopers Hawk have located in high rise properties
like the 21-story Vantage Oak Park. That property also offers municipally funded parking. With
its height and more than 200 units, property amenities such as exercise, mail rooms, and party
rooms can be located as a buffer between restaurant and residential uses.
2. Whether the Village seeks to create a restaurant on the Bess Site or remodel existing vacant
space to better suit restaurants, the first step is finding an interested restaurateur with financial
backing. Signature restaurant properties are not generic but must provide the optimal space for
the pro forma or even better proven concept.
3. This report’s concept analysis concludes that a fully market driven concept would only be
feasible if the tenant produces sales per square foot equaling the sales at the most successful
restaurants in the country and indicates incentives will be necessary to attract restaurateur
interest in the Bess site. If the Village builds the restaurant and leases it to an operator, the
annual Village incentive would be the difference between the rent that provides a market return
and the rent that a desirable tenant can offer. That type of tenant will be courted by many
communities and developments, so it is unlikely to pay more rent that regional averages, a rent
of approximately $24 per square foot. Table 5 suggests that incentive may be more than 60% of
the restaurant property costs.
4. It could be argued that the Village expects a lower return on its investments that private
developers because it has a lower cost of funds. Table 6 reports the change in rent if the Village
as an investor only expected a 5% ROI.
Table 6

5% ROI (+rent)
Sales at NOI 6%
Sale/Square foot
Rent as ROI

Destination Concept
(8,000 square feet)
$257,382
$4,289,708
$536.21
$32.17
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Local Concept
(5,000 square feet)
$210,455
$3,507,579
$701.52
$42.09

Remodel Existing Space
(5,000 square feet)
$102,500
$1,708,333
$341.67
$20.50

5. The turnover of restaurants in The Glen Town Center illustrates the challenges that the industry
faces. While concepts such as the Yard House and Flight have been long lived, other initially
successful businesses closed for nonmarket reasons such as corporate decisions, inexperienced
proprietors and changes in consumer taste. Generally, rent declines as second and third
generation tenants occupy suburban restaurant space. One reason for a relative high return on
restaurant investment is this risk of concept failure.
6. Public financial incentives for new restaurants often are included in Tax Increment Financing
(TIF) districts that support a larger project. Another common incentive is free land. Sales tax
rebates are less common for restaurants because they tend to be too small to create a
significant incentive. With annual sales of $2 million in very successful restaurants and 1%
municipal sales tax, a typical sales tax sharing model of 50% returned to the business only
generates a $10,000 incentive per year. As Table 4 reveals, new constructions cost can be more
than $4 million. The value of sales tax is insignificant in covering those costs.
7. Restaurateurs have responded to incentives designed to encourage remodeling existing
businesses. For example, the Village of Mundelein reimburses owners up to 50% of the cost of
making eligible exterior and interior improvements to their property, up to a maximum grant
amount of $25,000. Champaign jump started its Downtown restaurant cluster more than 10
years ago by offering a $100,000 matching grant to any investor proposing building
improvements costing more than $500,000. There was a three-year sunset to the program and,
if the improvement was a restaurant, the $75,000 first year liquor license fee was waived.

Summary
When Rich Melman, the founder of Chicago’s Lettuce Entertain You restaurant group, was asked to
explain the challenge of opening a restaurant, he replied: “Lots of capital is required, and you don’t
know if it will work until it opens.”4 That comment summarizes BDI’s findings for this report and explains
why new, suburban full service restaurants are so risky and therefore rare.

4

Interview with Burt Wolf for “The Making of a Restaurant-Part 1.” Part 1 of a two-part series available
at http://www.burtwolf.com (Travels & Traditions, Season 17).
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Appendix
Q2 2017 Employees
Q2 2017 Establishments*

30 drivetime
minute(s)
1,049,497
69,618

Total Population
Total Households
Female Population
% Female
Male Population
% Male
Population Density (per Sq. Mi.)

1,658,475
636,990
843,163
50.8%
815,312
49.2%
5,016.10

Employed Civilian Population 16+
Total
White Collar
Blue Collar

820,539
67.0%
33.0%

Age:
Age 0 - 4
Age 5 - 14
Age 15 - 19
Age 20 - 24
Age 25 - 34
Age 35 - 44
Age 45 - 54
Age 55 - 64
Age 65 - 74
Age 75 - 84
Age 85 +
Median Age

6.1%
11.8%
5.7%
6.0%
15.0%
13.8%
13.6%
13.1%
8.1%
4.4%
2.5%
38.9

Housing Units
Total Housing Units
Occupied Housing Units
Vacant Housing Units

677,396
94.0%
6.0%

2017 Demographics
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30 drivetime
minute(s)
Housing Units by Tenure
Total Households in Tenure
Owner Occupied Housing Units
Owner Occupied free and clear
Owner Occupied with a mortgage or loan
Renter Occupied Housing Units

636,990
400,173
32.3%
67.7%
236,816

Race and Ethnicity
American Indian, Eskimo, Aleut
Asian
Black
Hawaiian/Pacific Islander
White
Other
Multi-Race

0.4%
12.3%
3.9%
0.0%
70.4%
9.7%
3.3%

Hispanic Ethnicity
Not of Hispanic Ethnicity

23.3%
76.7%

Marital Status:
Age 15 + Population
Divorced
Never Married
Now Married
Now Married - Separated
Widowed

1,362,783
8.2%
34.2%
51.5%
1.5%
6.1%

Educational Attainment:
Total Population Age 25+
Grade K - 8
Grade 9 - 12
High School Graduate
Associates Degree
Bachelor's Degree
Graduate Degree
Some College, No Degree
No Schooling Completed

1,169,329
4.8%
5.5%
20.6%
5.8%
26.8%
18.3%
16.6%
1.5%
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30 drivetime
minute(s)
Household Income:
Income $ 0 - $9,999
Income $ 10,000 - $14,999
Income $ 15,000 - $24,999
Income $ 25,000 - $34,999
Income $ 35,000 - $49,999
Income $ 50,000 - $74,999
Income $ 75,000 - $99,999
Income $100,000 - $124,999
Income $125,000 - $149,999
Income $150,000 +

5.0%
3.4%
8.2%
8.1%
11.2%
16.6%
13.1%
9.9%
6.6%
18.0%

Average Household Income
Median Household Income
Per Capita Income

$108,009
$71,028
$41,684

Vehicles Available
0 Vehicles Available
1 Vehicle Available
2+ Vehicles Available
Average Vehicles Per Household
Total Vehicles Available

11.2%
39.1%
49.8%
1.74
1,109,210

*Report counts include D&B business location records that have a valid telephone, known SIC code and D&B rating as well as
exclude cottage industries (businesses that operate from a residence).
© 2010 US Census, All Rights Reserved, Alteryx, Inc.; © 2014 Easy Analytic Software, Inc. (EASI®) All Rights Reserved, Alteryx,
Inc.
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30 drivetime
minute(s)

2017 Consumer Spending
2017A Household Demographics
Total Households
Average Household Income
Median Household Income

636,990
$108,009
$71,028

2017A Consumer Expenditure (Average Household Annual) Food & Beverages Detail
Food & Beverages
Alcoholic Beverages
$574.00
Food At Home
$4,624.36
Food Away From Home
$3,545.96
Alcoholic Beverages
Alcoholic Beverages
Beer and Ale
Beer And Ale at Home
Beer And Ale away from Home
Whiskey
Other Alcoholic Beverages
Other Alcoholic Beverages at Home
Other Alcoholic Beverages away from Home
Wine
Wine at Home
Wine away From Home
Alcohol Purchased on Trips

$574.00
$226.94
$133.19
$93.76
$10.62
$91.14
$20.88
$70.26
$172.27
$112.28
$59.99
$73.02

Food: Away From Home
Food or Board at School
Breakfast And Brunch
Catered Affairs
Dinner
Food on Out-Of-Town Trips
Lunch
Snacks And Non-Alcoholic Beverages

$40.96
$356.34
$44.70
$1,578.64
$347.05
$865.83
$232.87
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