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Overview &
Challenge
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UBC Food Services is responsible for feeding thousands of people every day. They
operate residence dining for over 4,500 students, campus-wide catering, food trucks
and more than 30 retail locations across campus, including full service restaurants,
bakeries and cafes, and quick service restaurants through a mix of licensed, nationally
recognized chains, as well as independent concepts, which are unique to UBC. A
financially independent and self-sustaining organization, their profits are directed
back to the University to support academic programs and student experience. UBC
Food Services’ 400-employee workforce is supported with above-minimum wage
compensation and employee development programs. As a food service provider, UBC
Food Services faces intense competition from off-site restaurants, and revenue
generation can be limited by lower levels of disposable income among the majority of
their customers, as well as the preference of many potential customers to bring food
from outside campus. Despite these challenges, UBC Food Services remains
committed to being a leader in food services on campus by prioritizing, promoting,
and serving an abundance high-quality, nutritious, and affordable food options for
every meal.



UBC Food Services engaged full-time MBA students through the Business Strategy
Integration foundation course to evaluate the existing retail food services landscape
within the UBC community and to make recommendations for future development.
Food Services is an important value driver in UBC’s continuous pursuit to compete
and differentiate itself as a global top 40 university. Over the next 5 years, UBC Food
Services will be opening new operations as well as renovating many existing
locations. UBC Food Services is the largest food service operator in the UBC
community, and the impacts of their decisions surrounding food have broad
implications for the physical, social, and environmental health of the campus
community. This challenge presents an opportunity to evaluate and recommend
strategies to drive future growth. It is through a lens of developing UBC’s internal
capacities and expertise with which this project was approached.



Challenges

Customer’s
expectations
with price,
variety &
quality are ever

In 2015, 57% of
restaurants had
an average
$95,000 loss per
restaurant

Tight
competition
from AMS &

University
Village

changing

Through evaluation of client documents combined with primary and secondary
research, we found that the three biggest challenges were consistent financial
struggles from UFS restaurants, trouble reaching customer expectation, and high
competition with AMS and University Village. More specifically, 57% of UFS
restaurants had an average $95,000 loss per restaurant annually. Second, UFS’ role is
to serve the UBC community and support them to excel and compete with top
colleges across the world. However, one challenge is that customers have changing
expectations for UFS, and as such, UFS has to continue to innovate in order to
maintain its competitive advantage against tight competition. AMS presents an
opportunity for people on campus to choose from a variety of foods and also sit
down to eat in a student-focused experience on campus. University Village also
provides a wide variety of food at a cheaper price than AMS and UFS. However,
University Village has an inconvenient location because people have to walk off
campus. When looking into future opportunities for UFS, they will want to
differentiate themselves by improving NPV, becoming more flexible to match
customer expectation, and maintain a consistent competitive advantage around
convenience and price.



Overview &
Challenge

Existing restaurant running at operational loss
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Through evaluation of client documents combined with primary and secondary
research, we found that the three biggest challenges were consistent financial
struggles from UFS restaurants, trouble reaching customer expectation, and high
competition with AMS and University Village. More specifically, 57% of UFS
restaurants had an average $95,000 loss per restaurant annually. Second, UFS’ role is
to serve the UBC community and support them to excel and compete with top
colleges across the world. However, one challenge is that customers have changing
expectations for UFS, and as such, UFS has to continue to innovate in order to
maintain its competitive advantage against tight competition. AMS presents an
opportunity for people on campus to choose from a variety of foods and also sit
down to eat in a student-focused experience on campus. University Village also
provides a wide variety of food at a cheaper price than AMS and UFS. However,
University Village has an inconvenient location because people have to walk off
campus. When looking into future opportunities for UFS, they will want to
differentiate themselves by improving NPV, becoming more flexible to match
customer expectation, and maintain a consistent competitive advantage around
convenience and price.



FOOD SERVICE INDUSTRY IN
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The Food Service contractors industry is worth $4.4 CAD Billion and $248 CAD
Million; it has grown 2.1% on average over the past five years and it is expected to
grow 2.4% on the next five years. According to research, the industry is growing at a
slightly higher pace than the GDP. Educational institutions comprise the largest
portion of the food services at 28% of the market.



FOOD SERVICE INDUSTRY IN U.S.

North American Food Trends

U.S. FOOD SERVICE INDUSTRY GROWTH BY
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Millennials more likely to care about the ethics of their foods
Importance of sustainability, organic and local

More likely to eat out at fast casual restaurants

Values over Value

Increased focus on Vegetarianism and Alternative Proteins
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Cross-Industry research demonstrates what UFS can learn from other colleges and
other industries that are similar in scope, yet different in design. Comparing
Washington University in St. Louis, Airport OTG, and Westfield Shopping Mall, UFS
can learn developing systems for nutrition and high quality, convenience,
digitalization, sustainability, and social experience from the primary to mature stages.
The Mall provides the best experience around convenience, nutrition and quality, and
digitalization, which also emphasizes the importance of the fast casual concept,
noted earlier in the slides.



UBC MARKET AND COMPETITORS
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Food services market size in UBC is an estimation based on population, average
spending per meal, and purchase frequency at UBC; in our estimations, the market
size amounts to $62 million, of which UBC Food Services accounts for roughly 58%.
UBC Food Services’ main competitors are the Nest and UBC Village; both have a wide
variety of offerings in a single location, and while the Nest is more focused on a fast
casual concept, the Village offers cheaper meal options. In a survey we performed to
assess how UBC Food Services stands against them in different attributes such as
price, quality, service, and location we noticed that it scored the lowest in terms of
price, quality, and service.
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UBC is home to staff, faculty, graduate students, and undergraduate students who
come from all parts of the world. About 65% of people on campus are undergraduate
students around the ages of 17-22, 15% are graduate students around the ages of 23
to 34, and staff and faculty combined make up about 21% of people on campus,
whose ages range from 25 and above. Given this population, UFS should focus on
trends around Millennials (aged 18 to 34) and adults who also have the disposable
income to eat out more frequently than students.

Internationally, although UBC has a population of 70% Canadians, Vancouver as a
location is extremely diverse and has a large international presence. Recently elected
President Santa Ono has made it clear that he wants to increase the international
prowess of UBC. In order to align with President Ono’s strategic vision, UFS should
look to consistently increase the variety of their food offerings to provide an
international flavor.
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For UBC FS, with an average
spend of $11 per meal, customer
grades Price & Quality the least

Findings — Based on limited 50 respondents

Near UBC Loop, The Nest, University Village, Near Sauder

PR Locati
ocation and South Campus

Meals/day 2 Meals / day
Days/week 3.3 days / week
Types of Food Such as sushi, the deli, pizza, burger, sandwiches, salad....
Average spend per meal S$11.1
Ratings for UBC Price: 5; Quality: 6; Location: 7.82; Service: 6.45

To learn more about customers, primary research was collected from people on
campus that asked them the following questions:

* Do you eat at campus? Yes No
* If you don’t, why so?
* If you do, where do you usually eat?
* How often do you eat on campus?
* What do you value more about eating on campus?
* What type of food do you like the most? (includes vegetarianism)
* What concept (food truck, cafe, etc) do you like the most?
* Please evaluate from 1 to 10 food on campus, AMS and Student Village on the
following aspects: (1 being the worst, 10 being the best)
* Price, Quality, Location, Service
* How much are you willing to spend for a meal?
* What % of your earnings are you willing to spend in food?
* Activity on campus:
* Undergrad, Grad, Faculty

10



The customer

Comments

“...A blend of Cafe and Restaurant, where please can have cafe like ambience and

ewConses restaurant like food choices...” Grad
o “... We need more restaurants that can eliminate queues. As a student we have to
Elg::::::s rush to grab a bite and things get frustrated if one need to stand for 30min to get an
unsatisfactory meal ...” Grad

S “... There should more places like Mercante, where one can enjoy eating, meeting with
isting Options friends and study...” Grad

Primary research demonstrated that the specific needs of customers are to develop

new concepts, eliminate queues, and improve existing options. Combined with
qualitative and quantitative data provided by UFS current surveys, these needs stood

out as significant to improve consumer experience. Although not all customers would
be satisfied, as UFS brainstorms new ideas for the future, successfully supporting
these issues first should be their top priority.
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The Lean Startup Method is an approach to product development which addresses
the negative outcomes of the costly, wasteful, out of touch approach to product
development which is used by most large companies. The LSM, which focuses on
testing hypotheses, developing a minimum viable product, gathering useful feedback
to prove or disprove the hypothesis, then modifying the product a little bit (iterate),
or a lot (pivot) in response to customer feedback. The lean methodology helps
entrepreneurs avoid developing their ideas in a vacuum where they are absent of real
customer experience and validation for the idea. The approach is iterative which
means that product attributes are changed in response to customer feedback, then
the product is reintroduced to the customer to elicit more feedback. If small
iterations to the product do not yield improvements to the product and better
response from customers, the entrepreneur will scrap the old idea and pivot to a new
idea. New hypotheses are developed in response to customer feedback at each
iteration or pivot. The entire methodology is designed to minimize efforts and costs
associated with bringing bad ideas to market. The strategy has become more
mainstream and has seen a lot of growth in the way of early stage company
accelerator programs or startup accelerators, which have grown in the U.S. at an
average annual rate of 50 percent per year since 2008 (Brookings). The goal of these
accelerator programs is to develop a viable business concept from an idea within 3
montbhs.



Financial Implications — Lean Kitchen

Initial Investment —$455

Three scenario-based estimations

Purchases per hour 20 30 40

We considered 2 3% CAGR, 2% inflation rate and a 10% discount rate

For the Lean Kitchen recommendation, we estimated an initial investment of $S455K,
which includes the construction, equipment, furniture, and signage dibursement. We
computed three scenario simulation combining the curent average spending per meal
with three different transaction per hour rates. Assuming that the local would take a
year to build, it would begin to operate in 2018. In the end, in a five-year projection, if
we consider 20 purchases per hour and 30 purchases per hour, NPV would be
negative, while with 40 meals per hour, the NPV would be high. However, the Lean
Kitchen would not serve as a profit generating center but as a hub for future
outperforming restaurants



Recommendations

With Lean Kitchen, UBC Food Services could lower the expected loss of opening a
restaurant

Restaurant Openings with Lean Kitchen - Expected Profit Value 5-year (2018-2022) Projection
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With the Lean Kitchen, UFS could lower the expected loss of opening a restaurant and
increase the probability of it being profitable. Currently opening a restaurant results
in expected value of -5532K, while not opening a restaurant results in a loss of $475K.
Nonetheless, with the Lean Kitchen higher profit growth can be achieved and UFS can
over turn the expected value of -5475 to -$368 for the lean kitchen as compared to
the respective expected value of current restaurants.



Overview Risks and
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Lean 2017 -Location
Kitchen

- Construction

- Promotion

2018 Prioritize Concepts to Test

- Open Lean Kitchen

- Promotion

- Test new concepts on 3-mo cycle
- Feedback

- Launch or Do Not Launch

- Test New Concept...

The initial step in implementing the Lean Kitchen is to choose a location. Because the
Lean Kitchen is not intended to be a profit center for UFS, the opportunity cost of
putting it in a location with heavy foot traffic is high. However, if it is located in a low
traffic area on campus, there will be risk of few visitors, thereby reducing its
effectiveness as a customer-feedback focused innovation center. Once the location
has been determined, construction, pre-promotion, opening, and subsequent
product testing can occur. Testing of food concepts and feedback collection can occur
in 3-month cycles, in accordance with the average timeline for new company startup
accelerators.



TECH APPLICATION

The Customers can use the mobile application to check the waiting time, get the
navigation to the restaurants, the more important, pre-ordering can be accomplished
via this application system. It would reduce the waiting time as customers can order
online and set the pick up time, furthermore, it will help restaurant to better utilize
their labor resources and avoid peak time chaos. In addition, the feedbacks can be
collected instantly through the mobile app.



THE POWER OF INFORMATION

r 9 S Preparation / Labor Utilization

=

Pre-Order Reduce Waiting Time

According to the Operational Triangle theory, the operation information could help to

maximize the operation efficiency and reduce the burden in capacity and inventory
(labor capacity in this case).

Furthermore, the data through the application will be analyzed in terms of the
customer satisfaction, preferences and restaurant operation efficiency. It would give

the management team more clear picture on operational defects and the upcoming
trends.



Tech Application

INITIAL INVESTMENT

WITH $19,500 ANNUAL MAINTENANCE IN 5 YEARS

The initial investment for the tech application is about $97500, with 4% of risk free
rate and 16% of the risk premium rate, the expected return on investment is 83% in 5
years, the sensitivity report shows the positive outcome even though the growth rate
and discount rate vary in certain
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2017 Startdeveloping the Online

Website and Mobile
Application

Advertising: online and
restaurant signage

2018  select three restaurants
with highest waiting time

Monitor the Operation
and collect feedback

2019 Update the Mobile
Application
Monitor the Operation
and collect feedback

Start utilizing the app in
other restaurants

The Tech mobile Application takes one year to develop and test in 2017,and in the
end of 2017 advertising should be started via both online and the restaurant signage,
in the beginning of the 2018, the three restaurants, with the highest waiting time
based on the historical data, should be selected to implement the application, and
the operation should be monitored consistently, and feedbacks from both customers
and restaurants employees should be collected and analyzed in the monthly basis. In
2019, the application system should be updated based on the user experience and
operation feedback from 2018, and if the outcome reaches the expectation, the
application system should start to be implemented in other restaurants.



Risks and
Contingencies

AMS has already
got the mobile
application, but

customer cant pre-
order. Thereisa
high chance that
AMS can go
forward and

The new
restaurant coming
out the of lean
kitchen would out
perform the
existing restaurant
through depleting
customers traffic

There is high
probability that the
ideas or concepts
out of lean kitchen
would not live up
to the expectations

Conversion or
adoption of the
technology
application would
not be significant
enough to get
traction from
customers

implement pre-
ordering system

from the later

Cannibalization
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There are several risks behind launching the lean kitchen pre-ordering mobile
application, particularly in regards to current players and dynamic market
expectations —

1)

2)

3)

4)

Competitors — UFS has to cognizant of competitors following its lead. Especially, in
regards to mobile technology that AMS currently uses. Currently, AMS doesn’t has
a pre-ordering functionality, however, if UFS realizes a upward trend of its use and
benefits, AMS can go forward and implement the same strategy.

Cannibalization — The successful new concepts can attract more foot traffic from
the UFS’s current restaurants, leading to decrease in revenue from the later.

Lean Kitchen — Although the upcoming concepts from lean kitchen would be
based on various iterative processes or tests, however due to dynamic market or
changing customer’s expectations, there is a high chance that these concepts
would not survive or appreciated by the customers

Tech conversion rate — The success of pre-ordering mobile technology is highly
based on the customer’s adoption to it. Although use of mobile tech is crowded
with lot of successful applications that are highly visited or utilized by customers,
the conversion can be a huge deterrent.
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In order to prevent
cannibalization, UFS has
UFS has to make sure to crate unique value The ideas or concepts
to develop user- proposition for new from the lean kitchen
friendly and robust concept, which is should be started at a
technology platform different from current low-scale
restaurant’s value
proposition

Maintaining/Creating

In regards to identified risks, there is some key steps or measure UFS can take —

1) Robust Platform — The mobile pre-ordering system has to be robust, minimum
viable and matching with user’s expectations. This would lead to higher
conversion rate and would create a barrier to entry for the competitors.

2) Uniqueness — UFS has to make sure there are no “me-too” upcoming restaurants
from the lean kitchen, excluding the creation of similar restaurant as a chain. If
there is no conflict of product offerings and each existing restaurant has it unique
value proposition such as location or convenience, then there is a minimum
chance of cannibalization

3) Lean Kitchen — UFS has to make sure that the new idea or concept is primarily
launched at a small scale level. Nonetheless, going forward, in regards to its given
success, UFS can scale up the new concept’s volume or even product offerings.

21
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Appendices — Business Canvas: Before

Partners Key Activities Value
* Outside * Sell food Proposition
franchises * Create businesses  + Convenience
* Labor Unions on campus
* Farms who * Food for
provide food to students to
us stay focused on
* Wholesale Food Key Resources their studies
Providers * Labor
* Space
* Food
Cost Structure

* Customers buy our food on campus

Customer Customer
Relationships Segment
* Students * Undergrad
* Franchises students
* Grad students

* Faculty
* Visitors on

Channels campus

* On campus Sales

Revenue Streams
* Profits from sales
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Appendices — Business Canvas - After

Partners Key Activities
* Outside « Sell food
franchises * Create businesses
* Labor Unions * Collect online
* Farms who information from
provide food to customers
us
* Wholesale Food Key Resources
Providers * Labor
* Food * Space
Entrepreneurs * Food
* Technology

Cost Structure

* Customers buy our food on campus

* Lean Kitchen Revenues

Value
Proposition
* Convenience
on campus
* Food for
students to
stay focused on
their studies
* Innovation
* Convenience

Customer Customer
Relationships Segment
* Students * Undergrad
* Franchises students
* Grad students
* Faculty
* Visitors on
Channels campus
* On campus Sales * Westbrook
* Outside Village
Presentations customers
and Talks * Vancouver

residents who
want to try new,
innovative food

Revenue Streams
* Profits from sales

* Can sell the prototypes to other campuses
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Appendices - Value & Assortment are least graded in current online

surveys
Performance of UBC Food Service Against Key
Attributes
Hungry Nomad - -
Tim Hortons (DL) - .
Point Grill
- - HQUALITY
The Loop - - Value
School of fish - - ¥ ASSORTME
NT
Perugia - . = FRIENDLY
FAST
Mechante - .
CLEAN
That's Thai - -
Ikes café - .

0% 20% 40% 60% 80%  100%

Comments

“.. Great place for lunch; excellent
food choice. | wish there were more
places like Nomad on campus,
offering some real meal ...”

“...  was extremely disappointed
with what | saw at Mercante. | was
only there for ~25 minutes yet | saw

that Mercante staff were not
following basic hygiene standards.

“.. The fish tacos at School of Fish
are good, but 59 for 2 small tacos is

captive market, but this should be
seen as a responsibility as well as

H

|

|

|

E ridiculous. | realize that you have a
|

|

1

| ;

! an oppo:tumry
i

|
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Appendices - Financial Performance Matrix
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Appendices - Tech Application Implication

Growth Rate: 17% (in 2018), and 5% (from 2019 to 20122

Year t pmt ov RO
2017] 0 97500 -97500)
1 1228098.25
2019 2 1535162.70]
202 3
2021 a
2022] 5
[Discount Rate | 02 INPVin 5 yr | 809258173 ]
Growth Rate: 10% (in 2018), and 5% (from 2019 to 20122
Year t cf pmt DV ROI
2017 0 97500 -97500) |
2018] 1] 51763.41 048
2019 2 469
202 3 1316
2021 a 2385
2022 5 1337418.80) 35.94
iscount Rate | 02 InPy in 5 yr | 3866421096 ]
from 2018 to 20122
Year pmt ROI
0 97500
1 911
2 : -11.48)
3 } 211626.57 962
a 992441.2§l 587604.90 .71
5 1705293.81 885676.17 232
[Discount Rate | 02 INPvin s yr | 49883126
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Appendices - Tech Application Implication

ROI Sensitivity Analysis

5% 10% 15% 20%

5% 55.98 46.34 38.73 32.66

5 10% 86.74 73.15 62.34 53.63
g 17% 129.81 110.69 95.39 83.00
5 20% 148.26 126.77 109.56 95.59
25% 179.03 153.59 133.16 116.56

Discount Rate (risk free rate 4% + risk premium ra

25%
27.75
46.54
72.85
84.13

102.92

30%
23.76
40.71
64.45
74.63
91.59

5% 10% 15% 20% 25% 30%

5% 5,457,988 4,517,836 3,776,115 3,183,927 2,705,943 2,316,260

5 10% 8,457,240 7,132,057 6,077,955 5,229,200 4,538,119 3,969,624
g 17% 12,656,194 10,791,967 9,300,531 8,092,582 7,103,165 6,284,333
Ol 20% 14,455,746 12,360,500 10,681,636 9,319,745 8,202,471 7,276,351
25% 17,454,998 14,974,721 12,983,476 11,365,018 10,034,647 8,929,715

NPV Sensitivity Analysis

Discount Rate (risk free rate 4% + risk premium rate)
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Appendices — Lean Kitchen Implication
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Appendices — Lean Kitchen Implication

Curent

Expected
Expected Expected decision

Decision  Invest t Outcome Probabilit profit value value Growth rate

Profitable 043 $450,360  $193,655

pen -5455,000 -$532,095
Non-
profitable 0.57 -$475,000 -$270,750

With Lean kitchen (same probabilities)

Expected
Expected Expected decision
Decision Investment Outcome Probability profit value value Growth rate

Profitable 043 $510,513  $219,520 5.0%
Open -$455,000 -$506,230

Non-

profitable 0.57 -$475,000 -5270,750
Do Not Open -$475,000
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Appendices — Lean Kitchen Implication

With Lean kitchen (turning 2.36 restaurants into profitable)
Expected
Expected Expected decision Growth
Decision Investment Outcome Probability profit value value rate
Profitable 047 $510,513  $239,941
-5455,000 -$466,809
Non-
profitable 0.53 -$475,000 -$251,750

Do Not Open -$475,000

With Lean kitchen (turning 8.26 restaurants into profitable)

Expected
Expected Expected decision
Decision Investment Outcome Probability profit value value

Profitable 0.57 $510,513  $290,992 5.0%
Open -$455,000 -$368,258

Non-

profitable 0.43 -5475,000 -5204,250
Do Not Open -$475,000
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Appendices — Porter’s Five Forces

* AMS, University Village, and Barriers of
Westbrook Village New Entry
*+ People bring in food from home

Supplier

Competitive

Power Rivalry

Supplier Power

Location = when people are
on campus, they are limited
by what they can buy off

.

campus Threat of
P ; Substitution
+ Convenience of the
locations

.

Meal plans tie students into
eating on campus

&

Barriers of New Entry - Low
* Hard for outside companies to
enter the competition due to
limited space and control over
areas from UFS

* People can bring their
own food from home
Buyer for much cheaper
Power * Buyers can easily go to
competitor locations

Threat of Substitution - Moderate

* People who bring in food from
home

+ People can change their diet for
something UFS does not
provide which could present a
market opportunity
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Appendices — Customer Drivers

meerenes

Convenience

Healthy & Cost
Effective

Good Quality

Multicultural

<

)
Jd
D

Q0 &

Comments

“..Mercante is a best place, you can order and have a good
ambience, one can focus on studies as well...” Graduate Student

“... Price is a key drivers, as | dont want to spend more than what
I am getting, and being a student you often run on tight budget
.. Undergrad

“...For me choosing a place to eat is highly dependent on both
cleanliness & quality of food...” Undergrad

“...Multicultural Place that can offer healthy and fast service...”
Undergrad

33



Appendices — Customer Pains
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“..The nest usually held events which is annoying as it attracts non-
eating crowed and that leads to lot of noise...” Grad

Comments

“... There is a lack of alternatives - Tripe O, A&W & McD are alike in
offerings...” Undergrad

“...Affordable places that can offer quality of food. Though UBC is
quite a dense university, surprisingly there are not enough options
that resonates with students expectations. A dine in proper full range
restaurant was opened at the Nest, but was expensive and not at all
efficient with timing, so it got closed...” Undergrad

“...Can only go to restaurant which is closer to the sauder building,
there should be more food options near Main Mall (definitely apart
from Food Trucks & Bento)...” Grad
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Executive Summary

In October 2016, UBC Food Services (UFS) engaged MBA students to evaluate the existing retail
food services landscape within the UBC community and to make recommendations for future
development. The results are presented herein. Recommendations are based on identification of the
key issues affecting UFS’s future growth.

Introduction

UFS is an important value driver in UBC’s continuous pursuit to compete and differentiate itself as a
global top 40 university. Over the next five years, UFS will be opening new operations as well as
renovating many existing locations. The impacts of their decisions surrounding food have broad
implications for financial, physical, social, and environmental health of the campus community. This
challenge presents an opportunity to evaluate and recommend strategies to drive future growth.

About the Client

UFS is responsible for feeding thousands of people every day. They operate residence dining for over
4,500 students, campus-wide catering, food trucks and more than 30 retail locations across campus,
including full service restaurants, bakeries and cafes, and quick service restaurants through a mix of
licensed, nationally recognized chains and independent concepts unique to UBC. As a financially
independent and self-sustaining organization, their profits are directed back to the University to
support academic programs and student experience. UFS’ 400-employee workforce is supported with
above-minimum wage compensation and employee development programs.

Issue Analysis
Evaluation of UFS restaurant’s financial performance as well as customer behavior and preferences
through customer survey, the following issues were identified:

e In 2015, 57% of UFS locations were operating at a loss. The average loss for those restaurants,
was $95,000 per restaurant, for the year. The expected value of deciding to open a new
restaurant is lower than deciding to continue operating a restaurant at a loss. This environment
creates significant challenges for decision making.

e Customer surveys demonstrate that UFS ranks lower than AMS Nest and University Village on
key customer satisfaction attributes such as value for money, and quality. UBC Campus
population is growing at a rate of 2.6%. In order for UFS to grow beyond this rate, it needs to
increase market share by improving their competitiveness in these areas.



Recommendations
In order to address the issues of negative expected value of investments in new restaurants as well as
customer perception relative to competitors, the following recommendations are proposed:

1. Create a Lean Kitchen to test new food concepts prior to being launched
UFS can apply a lean startup methodology to developing food service concepts. A restaurant whose
sole objective is to accelerate and test new food ideas on the campus population with an intense focus
on immediate customer feedback, would act as an innovation engine for the rest of UFS

establishments.

2. Develop a mobile application to engage customers in a technology-based format.
On average, smartphone users look at their phone 46 times a day. UBC can capitalize on this human
habit by enhancing their current mobile platform to better suit the needs of customers. Creating a

platform that presents useful information such as waiting times, customer loyalty rewards, and online
pre-ordering will simplify the customer experience and therefore increase the perceived value of UFS
establishments relative to competitors.

Implications

1.Lean Kitchen: On average, UFS closes one establishment per year, triggering high costs to change
the restaurant into something new. The costs of closing and reopening restaurants on an annual basis
become substantial, especially when considering the high probability that a new restaurant will not
achieve profitability. Through its smart approach to food concept development, the Lean Kitchen will
reduce the probability of new restaurant failure. This recommendation is supported by an expected
value analysis. Building the Lean Kitchen would cost roughly $455,000 and it would take around a
year to finish it, so it would start operating in 2018.

2. Mobile App: By developing a mobile app, customers could become more encouraged to eat at UFS
locations. Given the technical complexity and financial disbursement of developing a platform of an
app and adapting restaurants to it, it is recommended to first test the app in only three locations, and
gradually employ it in other restaurants. It is also foreseen that the app development would take a year
and it would cost roughly $97,500.

Risks

The large investment in creating a pre-ordering mobile tech and establishing lean kitchen creates huge
opportunity costs. The success of the Lean Kitchen could lead to cannibalization of its existing
restaurants, and the minimal adoption rate of mobile app could render its impact uncertain. However,
UFS could create a robust mobile platform that will be implemented at a selected and at small scale
level. Further, UFS should make sure that the new ideas or concepts create a unique non-conflicting
value proposition as compared to existing restaurants, this will ensure that new restaurants would not
eat into existing restaurant’s foot traffic. UFS has a positive outlook going forward with implementing
the above mentioned recommendations, if risks and mitigation steps are clearly addressed.



