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Restaurant Hiring May Lead the Way to Wider Job Gains

By SHERRI DAY

The restaurant industry has gone on a hiring spree over the last four months, suggesting that broader gains in the job market could be on the way.

Since the beginning of August, the restaurant business, which includes everything from McDonald's to corner bars to four-star restaurants, has accounted for 18 percent of the 300,000 jobs created in the nation.

[image: image1..pict]Some economists say that an increase in low-wage jobs, which include most restaurant work, indicates that the job market over all will soon bounce back. During the economic doldrums of the early 1990's, hiring began to increase in the restaurant industry about six months before job creation began taking off. The striking fact of this economic recovery, like the previous one, has been how long it has lasted without igniting job growth.

"Things appear to be picking up," said Jared Bernstein, a senior economist at the Economic Policy Institute, a liberal research group in Washington. "But given their continuing caution about labor costs, employers are more likely to hire low-wage workers, including restaurant workers, than they would be to commit to a permanent hire in the manufacturing industry or the white-collar sector."

The restaurant business, which has about $420 billion in annual sales in the United States, accounts for 6.6 percent of economic activity and has 11.7 million workers, according to the National Restaurant Association. When consumers are willing to spend more freely, the business tends to benefit directly. "Dining out is generally considered a discretionary item," said Richard D. Rippe, the chief economist at Prudential Securities. "As income rises, there's more willingness to do that. Now, as we begin to get a little better employment cyclically and as consumer confidence gradually improves, I think that would be a plus as well."

While wages are relatively low for restaurant workers, , not all the jobs are at the bottom of the wage scale or always without benefits. Even burger restaurants pay new hires well above the federal minimum wage, which is $5.15 an hour.

The fastest-growing category includes nonalcoholic beverage and snack shops like Starbucks and Dunkin' Donuts, according to the National Restaurant Association.

Much of the growth, though, is coming from what are called fast-casual restaurants like Applebee's, Chili's Grill & Bar and Red Lobster, which have become popular with consumers more interested in a full-service meal than a burger on the go. These family-friendly restaurants are springing up more often than fast-food outlets. That is partly because McDonald's and Burger King have opened fewer restaurants in the last year to concentrate on increasing sales at existing ones.

Entry-level jobs in coffee shops and table-service restaurants typically offer higher wages than their fast-food counterparts and some even offer benefit plans, restaurant stock analysts said. Restaurant companies, which are competing against one another to attract and retain workers, are offering incentives like job training and the prospect of promotion to management as well.

Darden Restaurants, which owns Red Lobster, Olive Garden and Bahama Breeze, said it planned to open about 70 restaurants by the spring. Each will have about 100 workers, and hourly employees can qualify for a medical plan. The company has also created an internal Web site with information for workers on topics like handling personal finances and managing stress.

At Brinker International, which owns Chili's, Romano's Macaroni Grill and On the Border, employees are given flexible hours and time off to participate in charitable events. The hiring demand is evident in Cherry Hill, N.J., an affluent suburb of Philadelphia, where restaurants encircle the large shopping mall, which includes Macy's and Strawbridge's.

At Outback Steakhouse down the street, there is a help-wanted sign in the window. Jeff Arnold, the owner of the Cherry Hill restaurant, said he had hired 70 people since September and is still looking for workers, even though he is not short of staff.

"I'm always hiring because if someone good comes in the door, I'd be a fool to turn them down," Mr. Arnold said.

Stephanie Maddox, the general manager for a nearby Chili's restaurant, said that she, too, was hiring, citing competition for workers.

"Other restaurants open in the area all the time, so we always have a sign up," Ms. Maddox said. "In the past six months, a Bahama Breeze has opened around us; Applebee's has opened up; there's a Subway down the street." Employees, Ms. Maddox added, often "want to try out different things; they might think the grass is greener on the other side."

If curiosity sets in, there are plenty of opportunities for restaurant workers to switch employers. Consider the growth in coffee shops, where sales have grown rapidly.

Worldwide, Starbucks opens an average of three restaurants every day. It hires 200 employees a day, offering health benefits and stock options to many of them in the United States. So far in 2003, Dunkin' Donuts has opened about 500 restaurants, mostly in the United States, adding some 15,000 workers to its payroll. Because the shops are owned by franchisees, the company said it could not say how many provide health benefits, though some local operators do.

Mike J. Whalen, the area general manager for Dunkin' Donuts in Cherry Hill, said he had been adding to his staff since January. He offers medical benefits to full-time and hourly workers.

"We just added espresso," Mr. Whalen, said. "When they go national in January, we're probably going to need somebody just to run that machine. They don't have to be young people — just fast."

Some economists cautioned that hiring by restaurants has not always been a precursor to a brighter job market. In several economic recoveries before the 1990's, the overall job market improved before restaurant hiring resumed. The current wave of restaurant hiring could also lose steam, economists said, if business activity does not continue to build.

"What we don't see are hires in manufacturing and professional services," which tend to be higher-wage jobs, said Mr. Bernstein, the economist.

Restaurant companies are usually loath to disclose what they pay because of competition. According to the Bureau of Labor Statistics, wages of hourly restaurant workers rose in October to about $7.74 an hour, or 1.6 percent, from the month a year earlier. Some restaurateurs in search of workers are more willing to describe how much their employees make. At the Chili's in Cherry Hill, hostesses can make $9 an hour. Hourly workers at the nearby Dunkin' Donuts make about $7.50 an hour, a manager said.

These businesses, with plenty of competitors nearby, not only want to attract workers but to stem the high turnover endemic in the industry. At restaurants where the average check is less than $25, there is about a 65 percent turnover rate among hourly employees, according to the National Restaurant Association.

"When you survey operators about their greatest challenges, labor supply and quality is always a big challenge for them," said Hudson Riehle, the senior vice president for research at the National Restaurant Association. "Consequently, you've seen the industry invest more in training the employees. When you have more employees that are actually trained on working in restaurants, the skill level is increased and the wage level generally follows."

The search for employees who view the restaurant industry as a possible career has at least one McDonald's franchisee near Cherry Hill scouting for management recruits. Edward Baim, who owns 11 McDonald's restaurants in southern New Jersey and Philadelphia, makes recruiting trips to local colleges and vocational schools and promotes jobs in the food industry whenever he can.

"It just boggles my mind when we see all these things on TV about people who are out of a job," Mr. Baim said. "I can point to people in my organization that started as a burger flipper and are now making $70,000."

He added: "Anybody that really wants to work could find a position. I've probably got two or three open right now."
