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The U.S. restaurant industry faces a perfect storm of interconnected challenges that are 
systematically destroying profitability. This whitepaper identifies seven critical pressure points, what 
we call “The Unlucky 7” that are pushing operators to the brink:

•	 Rising Labor Costs – Wages up 25% while margins shrink

•	 Staffing Shortages – 2M workers lost, never returned

•	 Cost of Goods & Hidden Waste – Food costs surging 2-4% annually, proteins up 15-20%

•	 Unpredictable Economic Forecasts – Consumer spending shifts threaten stability

•	 The Hermit Crab Effect – High rent turnover cycles killing concepts

•	 Concept Fatigue – Trendy ideas burning bright then fast

•	 Burnout – Mental health crisis driving talent exodus

Each challenge compounds the others, creating a death spiral for traditional operations. However, 
artificial intelligence (specifically inventory management, predictive analytics, and operational 
automation) offers a path to resilience. This paper presents both the crisis and the solution, with 
actionable strategies for operators ready to adapt.

I started my restaurant career in Massachusetts when minimum wage was $8/hour. My boss would 
clock me out before I finished mopping because margins were that tight. Years later, that restaurant 
closed, not because of bad food or poor service, but because the numbers simply stopped working.

That story is playing out across the U.S. right now.

The restaurant industry is facing an existential crisis. Operators are caught between rising costs they 
can’t control and customers who won’t tolerate higher prices. The traditional playbook: work harder, 
cut corners, hope for better days, no longer works.

This whitepaper examines seven interconnected challenges threatening the industry’s survival, and 
presents a technology-driven framework for fighting back.
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Challenge #1: Rising Labor Costs 
The U.S. restaurant industry is in the midst of a structural shift, driven in large part by escalating 
labor costs. Over the last decade, wages in the hospitality sector have seen a significant rise due to 
minimum wage legislation, heightened competition for workers, and broader economic pressures. 
While wage increases are essential for improving worker quality of life, they have created major 
financial challenges for restaurant operators. Rising labor costs are tightening already thin profit 
margins, prompting restaurants to raise menu prices, shorten operating hours, or reduce staff- 
fundamentally reshaping the industry’s landscape.

Wage Growth Outpacing Inflation
Between 2019 and 2024, average hourly earnings in the leisure and hospitality sector rose by nearly 
25%, compared to about 20% inflation growth.1

Many states and municipalities have implemented minimum wage increases, some targeting $20/
hour by 2026.2,3

Labor Shortages Driving Competition
The hospitality sector lost over 2 million workers during COVID-19, and many have not returned, 
citing long hours, physical demands, and better opportunities in other industries.4

Restaurants are competing with retail, warehousing, and gig economy jobs, which often offer 
comparable pay with more flexibility.5

1    Hospitality workers’ wages are rising faster than high earners’ in most states	

2    These 15 States And Cities Can Expect Minimum Wage Increases

3    Minimum Wage Rates by State [2025]	

4	 The Persistent Urban Shortfall in Leisure and Hospitality Employment

5	 Rising Inflation Leads More Workers to the Gig Economy

https://stateline.org/2024/01/09/hospitality-workers-wages-are-rising-faster-than-high-earners-in-most-states/
https://www.blackenterprise.com/15-states-cities-minimum-wage-increases/
https://www.paycor.com/resource-center/articles/minimum-wage-by-state/
https://www.federalreserve.gov/econres/notes/feds-notes/the-persistent-urban-shortfall-in-leisure-and-hospitality-employment-20230728.html?
https://hospitalitytech.com/study-rising-inflation-leads-more-workers-gig-economy
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Challenge #2: Staff Shortages
More and more workers simply don’t want to work in the restaurant industry. Once a cornerstone of 
the American economy, the restaurant industry now finds itself under siege as workers increasingly 
seek remote jobs and flexible lifestyles.

The industry carries a long history of abuse, from toxic work environments to grueling hours that 
push employees to their limits. While I worked in various roles throughout the industry there 
were always unrealistic expectations that both staff and management had to deal with. In many 
restaurants, when a staff member falls ill, another fills in. Managers often work beyond their 
scheduled hours without compensation. This cycle perpetuates a culture that prioritizes business 
needs over personal wellbeing.

In many industries, such as investment or retail, employees enjoy every national holiday off. In 
hospitality, however, holidays often mean longer hours and even more work. While most people say, 
“Thank God it’s Friday,” those of us in the industry treat Friday like a Monday, the start of our busiest 
stretch. And the so called “slower” days are rarely restful. They’re filled with inventory counts, 
bookkeeping, deep cleaning, and staff training. These relentless conditions have pushed many who 
once loved the industry to seek opportunities elsewhere.

Labor Turnover and “Exiting” Trends in Hospitality
Hospitality’s high quit rate: The industry has one of the highest worker turnover rates of any sector, 
with about 4% of hospitality workers quitting every month, underscoring a continuous churn rather 
than stable growth.1

2024 turnover spike: The number of employees leaving the hospitality industry in 2024 was 204% 
above the national average quit rate, spotlighting an acute exodus in comparison to other sectors.2

Demographic shifts: Workers under age 30 now make up just 39% of the hospitality workforce 
(down from 44% in 2020), indicating a shrinking younger talent pool.3 

1	 Hospitality Labor Shortage: How Technology Is Filling the Gaps

2	 Leisure and hospitality top list of industries with highest quit rates in US

3	 Hospitality industry could face 8.6M workforce shortfall by 2035: WTTC

https://www.cihms.com/en/labor-shortage-in-the-hospitality-industry/
https://www.hrdive.com/news/industries-with-highest-quit-rates/721216/
https://www.hoteldive.com/news/hospitality-industry-workforce-shortfall-wttc/802451/
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Labor Turnover and “Exiting” Trends in Hospitality (continued)
Skill shortages: About 71% of U.S. hospitality employers reported shortages in guest-facing and 
digital roles. There’s also a growing demand for leadership and supervisory skills: 45% reported 
such gaps, up from 37% in 2022.1

Vacancy rates: In Q1 2025, the U.S. hospitality sector posted an overall vacancy rate of 5.8%, 
double the national private sector average of 2.8%. Specific roles like front desk and skilled kitchen 
had elevated vacancy rates of 7.1% and 6.2%, respectively, with summer peaks spiking vacancies 
even more.2

1	 AHLA: 65% of surveyed hotels report staffing shortages

2	 North America: 2025 Mid-Year Hospitality Workforce Trends and Challenges

https://hotelbusiness.com/ahla-65-of-surveyed-hotels-report-staffing-shortages/
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Challenge #3: The Cost of Goods & Hidden Waste
Rising food costs have emerged as one of the most critical threats to the restaurant industry. As 
restaurant owners navigate an already complex post-pandemic environment, the compounding 
pressures of inflation, supply chain disruptions, and global market volatility have eroded profitability. 
With food costs rising between 2-4% annually and some categories, such as proteins, dairy, and 
grains, spiking by double digits, restaurant owners face shrinking margins, heightened operational 
challenges, and limited pricing flexibility. 

In this environment, controlling the cost of goods is no longer just about negotiating better vendor 
contracts or adjusting menu pricing; it also requires addressing one of the industry’s largest hidden 
expenses: food waste. Studies show that restaurants can lose up to 4–10% of purchased food 
before it even reaches the guests, whether through spoilage, overproduction, or portioning issues. 
Every bit of waste directly inflates COGS, cutting into already thin margins. By implementing strict 
inventory management, accurate forecasting, standardized portioning, and waste-tracking systems, 
operators can significantly reduce losses. Not only does this preserve profitability in the face of rising 
costs, but it also promotes sustainability, an increasingly important factor for today’s guests. For 
many restaurants, minimizing food waste is now one of the most effective strategies for offsetting 
escalating food prices and maintaining financial stability. 

The Scope of Rising Costs
The U.S. Department of Agriculture has forecasted food-at-home and food-away-from-home prices 
to increase between 1.9% and 3.5% in 2025, on top of historic spikes since 2020.

•	 Proteins: Beef and poultry costs up 15–20% year-over-year.1 

•	 Dairy and Cheese: Up 22% compared to pre-2020 pricing.2 

•	 Grains and Oils: Prices surged by over 18% in the past 
two years due to global export instability.3

Restaurants historically operate on razor-thin margins of 5–10%. With food typically comprising 
25–35% of revenue, any sustained increase in ingredient costs immediately destabilizes profitability.

1	 Livestock, Dairy, and Poultry Outlook: April 2025

2	 Farmers received larger slice of retail Cheddar cheese price in 2022

3	 World food prices hit two-year high on rising edible oil costs among other commodities: FAO

Livestock, Dairy, and Poultry Outlook: April 2025
https://www.ers.usda.gov/data-products/charts-of-note/chart-detail?chartId=106608&utm_
https://millingmea.com/world-food-prices-hit-two-year-high-on-rising-edible-oil-costs-among-other-commodities-fao/
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The Financial Burden on Restaurants
For independent operators and small chains, rising food costs have proven particularly devastating. 
Many report having to:

•	 Reduce menu size to streamline purchasing and reduce waste.

•	 Switch suppliers or pursue hyper-local sourcing to mitigate pricing swings.

•	 Shrink portion sizes as a way to maintain pricing without alienating customers.

•	 Pass costs to customers through higher menu prices- though with limits, 
as inflation-weary consumers are eating out less frequently.

The combination of rising costs and weakening customer traffic results in a negative cycle. Which is 
raising menu prices risks reducing volume, while absorbing costs erodes already slim margins.

Industry-Wide Implications
Restaurant Closures: Mid-tier casual dining concepts and small businesses are particularly 
vulnerable, with closures accelerating as operators struggle to keep up with costs.

Menu Homogenization: Increased costs discourage experimentation and seasonal offerings, 
reducing variety across the industry.

Strain on Workforce:  As margins compress, operators have fewer resources to invest in wages and 
benefits, further fueling labor shortages.

Consumer Behavior Shift: More diners are choosing at-home meals, meal kits, or quick-service 
restaurants over full-service dining for a more economical option.
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Challenge #4: Unpredictable Economic Forecasts
The food and beverage sector is particularly vulnerable to continual fluctuations in goods prices. The 
causes stem from political factors, geographical conditions, and overall inflation. Margins that are 
already tight, now must struggle with the ever shrinking size of their profits. Could they raise prices? 
Of course they can, but this will only further deter guests that regularly visit their establishments, 
who assume these changes are based on greed. Instead of the inevitable truth that owners need 
to make a living and work hard to get there. Raising prices will shave down consistent business 
and catch closer scrutiny of the overall cuisine and concept. In other terms, it will attract negative 
reviews, which will eventually harm the business. 

When a restaurant owner rents a space, there is always an element of risk. You can’t fully know 
whether the business will be profitable or if things will work out as planned. This uncertainty applies 
to many types of businesses and decisions. However, in the context of the American public, there’s 
an ever-present theme of economic instability. The economy moves up, down, and sideways, and 
with those shifts, consumer behavior can change dramatically. A customer who once dined out 
two to three times a week, might cut back to just two to three times a month, to save money and 
tighten their budget. As a result, committing to long-term leases or locking yourself into a restrictive 
agreement, for an extended period, can be a daunting decision.

Restaurant Economic Structure (Typical Full-Service Model)
In a typical full-service restaurant, food and beverage costs (COGS) make up about 28–35% of 
sales, with food averaging 25–30% and beverages around 20–25%. Beverages generally carry 
higher margins, which helps balance the tighter food costs. Labor is the largest major expense, 
often accounting for 30–35% of revenue. This includes front-of-house staff such as servers, 
bartenders, and hosts; back-of-house staff including cooks, dishwashers, and prep workers; as 
well as management salaries, payroll taxes, and benefits. Occupancy costs such as rent, utilities, 
property taxes, and insurance typically fall in the 6–10% range, while operating expenses—covering 
marketing, repairs, supplies, technology, and administrative costs—add another 15–20%. Altogether, 
total operating expenses usually consume 85–95% of sales, leaving net profit margins tight at just 
3–6% on average. Top-performing restaurants may reach 8–12%, while many operators hover at 
breakeven or see profits of less than 3%.
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Challenge #5: The Hermit Crab Effect
Since COVID, there has been a wave of restaurants closing their doors, quickly followed by new 
operators taking over those empty spaces, like hermit crabs swapping shells. However, for every 
good idea, there are often ten bad ones. Many aspiring restaurateurs fall in love with the romantic 
notion of opening their own place. I’ve lost count of how many times I’ve heard people say, “I want to 
retire and open a restaurant.” In my opinion, few statements are more perplexing.

There has been an entire genre of television built around rescuing failing hospitality ventures with 
shows like Kitchen Nightmares, Bar Rescue, and others. These programs exist because someone, 
somewhere, decided to pour too much money into an industry that often delivers minimal returns. 
Though passion is important, essential realism cannot be overlooked.To succeed in any field, 
thorough education is non-negotiable. Even for a seasoned hospitality professional who understands 
every facet of the industry, opening a restaurant remains a calculated risk. If your only qualification 
is a love of good food, you’re gambling with your financial future; your savings would be safer in a 
high-yield account while you enjoy cooking gourmet meals at home.

The most critical first step is establishing control over your fixed costs. Never let a desirable location 
pressure you into signing a lease that doesn’t serve your best financial interests. No place embodies 
this better than New York City. Everyone dreams of owning a successful Manhattan restaurant, but 
the cost of doing business there is just as steep as the cost of living. The majority of restaurants fail, 
their spaces are re-leased, and the cycle begins again, another hermit crab abandoning its shell.

Commercial rent pressure and the resulting financial distress
A large share of independent restaurants reported rent distress in late 2024: In an Alignable survey 
summarized by Restaurant Dive, 46% of independent restaurant owners said they could not pay 
their November 2024 rent- the highest for that year.1

Small-business rent trouble remained elevated into 2025: Across all small businesses (not just 
restaurants), Alignable found 39% couldn’t pay January 2025 rent on time, underscoring a tight rent/
credit environment that also hits restaurants.2 

1	 Nearly half of independent restaurants couldn’t pay rent in November: report

2	 Optimism High for Small Business Owners in 2025, But Still Struggling with Rent

https://www.restaurantdive.com/news/46-percent-independent-restaurants-rental-deliquencies-November-alignable/735508/
https://www.alignable.com/forum/optimism-high-for-small-business-owners-in-2025-but-still
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Operators identify occupancy costs as a major profitability headwind: The National Restaurant 
Association’s 2025 commentary highlights that total input costs are ~30% higher than pre-
pandemic, with cost pressure across the P&L (including occupancy).1

Broader retail real estate is squeezing tenants: Retail vacancy hit record lows in 2024, giving 
landlords pricing power and pushing rents higher, conditions that restaurants face directly. (Financial 
Times reporting on U.S. retail real estate.)2

Turnover, closures & survival rates
Annual openings vs. closures (pre-pandemic benchmark): The National Restaurant Association 
has long noted a high-churn industry with ~60,000 restaurant openings and ~50,000 closures in a 
typical year (directionally illustrating annual turnover).3 

Recent openings remain strong (churn continues): Yelp’s 2024 industry analysis found restaurant 
openings were up ~6% (May 2023–Apr 2024 vs. prior 12 months), showing continued cycling of 
concepts (new entries replacing exits).4

NRA “State of the Industry 2025”: The association’s flagship report (and related articles) frames 
2025 as a year of cautious optimism despite elevated costs, useful for describing the operating 
backdrop.5

Leasing market context: CoStar tracking shows restaurants/bars were a notable share of retail 
leasing demand in 2024 even as rents rose—helpful for explaining why closures and openings can 
both be high.6 

1	 Elevated costs continue to pressure restaurant profitability

2	 Boom in US retail real estate defies prediction of ecommerce apocalypse

3	 Yelp Data Reveals How Affordability, Solo Outings and Immersive Experiences Are Driving Shifts...

4	 Yelp data reveals rise in self-service in fine dining restaurants and nationwide increase in tipping fatigue

5	 State of the Restaurant Industry  2025

6	 What to watch in 2025: For the first time, service-based retailers could account for more than half of all...

https://restaurant.org/research-and-media/research/restaurant-economic-insights/analysis-commentary/elevated-costs-continue-to-pressure-restaurant-profitability/
https://www.ft.com/content/dd845d85-12a6-42bd-92e2-27b9d1070232
https://trends.yelp.com/state-of-the-restaurant-industry-2025.html
https://trends.yelp.com/state-of-the-restaurant-industry-2024.html
https://restaurant.org/research-and-media/research/research-reports/state-of-the-industry/
https://www.costar.com/article/2031479557/what-to-watch-in-2025-for-the-first-time-service-based-retailers-could-account-for-more-than-half-of-all-leasing-activity
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Challenge #6: Concept Fatigue
Every business concept has an expiration date. While some ideas endure- sustained by nostalgia 
or a reputation for value- most eventually fade. The most common casualties are trendy concepts 
that flare up like sparklers, burning bright enough to capture attention but disappearing just as fast. 
Dessert-focused businesses, such as specialty ice cream or cookie shops, are classic examples of this 
fleeting success, particularly in markets like New York City. Even concepts that attempt to reinvent 
the wheel often share the same fate.

While some of these ideas may endure longer than expected, it’s often smarter to approach them 
with a short-term strategy, signing shorter leases, maximizing profits quickly, and then either moving 
on to a new location or periodically reinventing the concept. This allows you to return stronger with 
a well thought out  plan B, C, and beyond. Otherwise, the business will inevitably decline, as the 
online buzz and novelty wear off.

This can be frustrating, but it’s simply the reality of the market. Trends come and go, yet the constant 
remains: with the right idea, smart marketing, and strong exposure, almost any concept can achieve 
overnight success. But just like winning the lottery, that success only matters if you manage your 
money wisely and invest strategically while you have momentum.

Niche Products
~350 full-service chain locations closed amid bankruptcy in 2024 alone (many were casual/full-
service concepts built around an entertainment or niche product).

Dozens of chains & franchisees filed for bankruptcy during and after COVID; industry roundups 
list 15–20+ major chains or franchise groups over the last 5 years that either collapsed or severely 
retrenched. (Buffet, novelty, and entertainment-driven concepts were hit hard). 

Virtual / delivery-only “niche” brands have had a high failure/attrition rate because of consistency, 
ingredient complexity, and host-kitchen burden. Trade reporting documents rising trouble for virtual 
brands from 2022–2023.
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Categories of niche concepts that trended then faded
Entertainment + F&B hybrids (bowling, bocce + restaurant): expensive real estate and high fixed 
costs meant chains (even healthy revenue shares from F&B) folded or filed for restructuring.  
Example: Pinstripes (bowling/bocce + Italian) filed Chapter 11 and closed many locations.1

Buffet / all-you-can-eat / high-touch concepts: COVID accelerated closures (health concerns + fixed 
costs). Example: Souplantation/Sweet Tomatoes (buffet chain) and similar buffet concepts faced 
bankruptcy/closures in 2020 onward.2 

Single-item or novelty dessert chains (heavy reliance on one hero SKU): many scaled fast then 
stalled when novelty faded or margins couldn’t cover rent/labor — trade press lists many dessert/
novelty closures in the 2019–2024 wave. (See 2024 closure roundups.)3

Virtual/ghost brands spun from host kitchens: high early proliferation but many failed due to 
ingredient complexity, quality inconsistency, and cannibalization of host kitchen labor. Industry 
analysis flags them as a risky niche.4

Key patterns / lessons (useful if you consult restaurants)
Single-SKU or novelty = fast hype, faster obsolescence. Novelty can build rapid traffic but is hard 
to convert to long-term, repeat revenue unless the menu and experience broadens.5

High fixed-cost entertainment hybrids are capital-intensive. Vulnerable to macro shocks (inflation, 
labor) and debt.6 

Virtual brands need tight SOPs and ingredient rationalization or they’ll fail in host kitchens 
(consistent industry reporting).7 

Franchise structure matters. Many closures were franchisee bankruptcies, meaning brand viability 
can survive even when large swathes of units close- important nuance when assessing “went out of 
business.” 

1	 Bowling-restaurant chain shutters all Texas locations ahead of Chapter 11 bankruptcy

2	 21 restaurants and franchisees that have filed for bankruptcy during the COVID-19 pandemic

3	 These restaurants closed hundreds of stores in 2024

4,7	Virtual brand troubles are growing pains, not death rattle, experts say

5	 Why Design Monotony Hurts QSR Performance

6	 20 Popular Restaurant Chains That Closed Hundreds Of Locations In 2024

https://www.chron.com/food/article/pinstripes-closes-texas-locations-bankruptcy-21040927.php
https://www.nrn.com/restaurant-finance/21-restaurants-and-franchisees-that-have-filed-for-bankruptcy-during-the-covid-19-pandemic
https://www.restaurantdive.com/news/top-restaurant-chain-closures-2024/735693/
https://www.restaurantdive.com/news/virtual-brand-troubles-are-growing-pains-not-death-rattle-experts-say/696216/
https://www.qsrmagazine.com/story/why-design-monotony-hurts-qsr-performance/
https://www.eatthis.com/restaurant-chains-closing-locations-2024/
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Urban Shifts and Redistribution of Wealth in Major Metros
Similar to hermit crabs finding new shells, many remote workers have used the opportunity of 
remote work to buy affordable homes outside of expensive metropolitan cities. This shift has 
caused an exodus, moving both residents and their spending power outside of cities. The dwindling 
economic volume in cities is a sharp contrast to the profitability of suburban markets, where more 
reasonable rent structures offer a significant advantage.
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Challenge #7: Burn Out
Restaurant owners and managers are almost always overworked and underpaid. It’s an unforgiving 
industry; only those with passion and grit can stick with it long-term. This industry has a well-
documented history of addiction, early onset health issues, and depression. The simple truth is that 
many people sacrifice their lives for this type of work.

At its core, work is meant to provide for your family and for yourself. No amount of money can 
buy back lost time. Personally, I reached a point where I had to take a step back from restaurant 
operations to focus on my family. I wanted to be present for my newborn son and knew exactly what 
my schedule would look like if I stayed on the same path. Long hours, nights, and weekends. It’s a 
lifestyle that often comes at the expense of family and personal well-being.

When the opportunity to transition into hospitality technology arose, I seized it. That decision has 
significantly improved my quality of life, allowing me to stay connected to the industry I love while 
reclaiming the time and balance I needed for my family and myself.

Anthony Bourdain (Chef/TV host)
Anthony’s suicide in 2018 is widely discussed in the context of chef culture, 
mental-health stigma and substance use in the industry; his death spurred 
widespread attention to hospitality mental health.1

David Chang (Chef/Entrepreneur)
David has publicly discussed his struggle with depression and the high 
personal cost of restaurant life, highlighting that even successful restaurateurs 
suffer serious mental-health problems.2

1	 Anthony Bourdain’s Inner Circle Tries to Understand His Suicide in Roadrunner

2	 David Chang Opens Up About His Struggle With Depression

https://www.vanityfair.com/hollywood/2021/07/roadrunner-anthony-bourdain-documentary?srsltid=AfmBOoquRa7y0tRoG_KTvO5_nCcMjkMHiuTY-h52NLp4GBwkVqhVr4uY
https://www.eater.com/pop-culture/2018/6/14/17464800/david-chang-show-mental-health-episode-anthony-bourdain
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Laurie Woolever (memoir/industry account, 2025)
Laurie’s memoir and recent profiles describe addiction and recovery tied to 
working inside high-pressure chef/celebrity kitchens.1 

Joe Beef founders / other well-publicized chef cases
Long-documented heavy-drinking and later recovery stories illustrate a 
common arc: success in high-pressure kitchens often accompanied by heavy 
alcohol/drug use, later addressed publicly by chefs in recovery.2 

Suicide Rates & Industry Risks
According to CDC data from 20213, suicide rates within the “Accommodation and Food Services” 
sector were notably higher than the national averages. For males in this industry, the rate was 34.7 
per 100,000, compared to the overall average of 32.0. For females, the rate was 11.1 per 100,000, 
compared to the national average of 8.0. Narrowing the focus to restaurants and other food services 
specifically, the rates were nearly identical: 34.6 for males and 11.3 for females.

Turnover & Overwork Indicators

Restaurant & Hospitality Turnover (U.S.)

•	 2018 turnover rate for restaurants and accommodations was 74.9%, 
with quits at 54.2% and layoffs/discharges 18.9%.4

•	 In 2024–2025, industry average turnover was around 75%, reaching 132% 
during the pandemic in 2020, and up to 150% in fast-food.5 

1	 Feeding the soul: Laurie Woolever on food, addiction – and working with Anthony Bourdain

2	 Joe Beef and the Excesses of Restaurant Culture

3	 CDC: Suicide Rates by Industry and Occupation–National Vital Statistics System, United States, 2021, / PMC

4	 Hospitality industry turnover rate ticked higher in 2018

5	 Raleigh Magazine: Restaurant Worker Burnout

https://www.theguardian.com/food/2025/apr/06/working-with-nys-hottest-chefs-took-its-toll-on-laurie-woolever-but-nothing-prepared-her-for-anthony-bourdains-death
https://www.newyorker.com/magazine/2019/05/27/joe-beef-and-the-excesses-of-restaurant-culture
https://www.cdc.gov/mmwr/volumes/72/wr/mm7250a2.htm/
https://restaurant.org/education-and-resources/resource-library/hospitality-industry-turnover-rate-ticked-higher-in-2018
https://raleighmag.com/2025/02/restaurant-worker-burnout/
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Online Exposure, Ordering and Technology
Every restaurant, hotel, food truck, ghost kitchen, and multi-location giant faces a similar challenge: 
how to optimize technology to gather information, streamline operations, and maximize output in 
order to build marketing traction. A common theme across the industry is oversaturation. There are 
countless options, each with polarizing features and wildly different price points.

On one side, you have your POS industry leaders such as Toast, Square, Clover, Lightspeed, 
Heartland, Micros, and many more. The sheer number of point-of-sale systems on the market 
is remarkable, and their usage often varies based on geography. I’ve seen one-off systems that 
only exist in a single city, as well as tech giants so large they’re positioned to dominate the global 
marketplace. Regardless of size, all of these systems require integrations, aggregations, and 
constant troubleshooting to deal with daily crashes and operational hiccups.

On the other side of the technological track are third-party ordering platforms. These companies 
have secured a strong hold on the market through aggressive promotions and robust marketplaces 
that act as geofencing platforms to spotlight the newest and busiest restaurants. Think Uber Eats, 
DoorDash, Grubhub, and ChowNow. Each company operates under its own philosophy of what 
makes a restaurant successful. Uber Eats and DoorDash, for example, focus on maximizing their 
market presence to get customers hooked on their marketplaces. Once that happens, they funnel all 
orders through their platforms and charge commissions ranging from 20–30% on every order, taken 
directly from the restaurant’s gross sales.

This amounts to a major deduction from the revenue of restaurants already running on razor-thin 
margins. For many, this additional 30% cut makes it nearly impossible to break even. To compensate, 
businesses often pass these costs on to customers in the form of surcharges, leaving consumers to 
shoulder an additional 30% on each order. This only adds to the broader issue of rising food costs 
and inflation.

While restaurant owners rely on these platforms to receive and increase orders, many fail to fully 
optimize the technology available to them. Tools like Google advertising, social media channels 
(Instagram, Facebook, etc.), and local marketing are often underutilized. And while quality is 
essential, it’s not enough on its own to guarantee success. Business owners need to stay visible and 
top-of-mind for customers searching for “food near me.”

Let’s explore strategies to integrate across platforms and streamline operations, particularly through 
inventory management, to help address waste and improve overall efficiency.
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POS Systems and Online ordering Solutions

Restaurant Technology Approaches

Restaurants today are navigating a crowded landscape of technology platforms designed to capture 
orders, streamline operations, and expand customer reach. The most prominent solutions typically 
fall into three categories: third-party delivery marketplaces such as Uber Eats and DoorDash, direct-
ordering systems like ChowNow, and point-of-sale (POS) platforms that unify back-end operations. 
Each of these approaches comes with its own strengths and challenges, and understanding how to 
leverage them strategically is essential in a market oversaturated with options.

Third-Party Marketplaces: Uber, DoorDash, and Beyond

Platforms like Uber Eats, DoorDash, and Grubhub have become essential tools for restaurants 
looking to reach new customers. Their strength lies in their market presence and ability to drive 
volume; millions of users already have these apps downloaded, giving restaurants immediate 
exposure to a broad customer base without significant upfront marketing costs. However, this 
convenience comes at a price: high commission fees, the loss of direct customer relationships, and 
limited control over the overall dining experience. These platforms are most effective as entry 
points to attract new diners, but relying on them long term can significantly erode profits. The real 
opportunity lies in converting those first-time customers into loyal, repeat buyers through direct 
ordering channels.

Direct Ordering Solutions: ChowNow and Brand Control

Direct ordering systems like ChowNow offer an alternative that prioritizes brand ownership and 
customer retention. Unlike third-party marketplaces, ChowNow allows restaurants to retain their 
customer data, avoid steep commission fees, and foster brand loyalty through custom ordering 
platforms integrated directly into their websites or apps. This model is ideal for restaurants aiming 
to grow their brand, maximize profit margins, and maintain full control over the customer experience. 
While it may not provide the same immediate exposure as platforms like Uber Eats or DoorDash, 
ChowNow empowers operators to build sustainable, long-term relationships with their customers.
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POS Systems: Streamlining the Back End

POS systems such as Toast, Square, and Clover focus primarily on streamlining restaurant 
operations. They integrate hardware and software to manage orders, payments, reporting, and, 
in some cases, online ordering. While these platforms excel at improving operational efficiency, 
they are less effective when it comes to marketing and customer acquisition. Their marketplaces 
are generally underdeveloped compared to large third-party apps, meaning they aren’t designed 
to drive substantial new traffic. Instead, POS systems are best leveraged for their hardware and 
integration capabilities, ensuring that once customers arrive, whether through third-party platforms 
or direct channels, the operational side runs smoothly and efficiently.

Finding the Right Balance

The restaurant technology space is crowded, and no single solution fits every need. The key to 
choosing the right mix of platforms comes down to several important factors:

•	 Market presence in your area (which platforms dominate locally?)

•	 Volume-driving potential (how much new business can the solution generate?)

•	 Ownership of customer data (are you able to keep and use customer information?)

•	 Marketing abilities (how strong are the tools for building loyalty and repeat business?)

•	 Driver options and pickup logistics (how flexible and reliable are the fulfillment methods?)

•	 Commission structure (how much of your sales are you able to keep?).

In practice, many restaurants achieve the best results through a hybrid strategy: using third-
party platforms like Uber Eats and DoorDash to acquire new customers, then transitioning those 
customers to direct-ordering systems like ChowNow to maximize profitability and build loyalty. POS 
systems serve as the operational backbone, keeping everything organized and efficient behind the 
scenes.

The bottom line is clear: third-party platforms excel at expanding reach, direct-ordering systems 
are essential for long-term brand growth, and POS systems provide critical operational support. 
Choosing the right mix and knowing when and how to transition customers between these systems 
can be the difference between merely surviving and truly thriving in today’s saturated restaurant 
technology landscape.
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The Path Forward: Technology as Stabilizer
The challenges outlined in this paper share a common thread: they stem from an industry built on 
razor-thin margins now facing unprecedented external pressure. For decades, restaurant operators 
responded to crises the same way: work harder, cut corners, raise prices cautiously, and hope for 
better days. That playbook no longer works. The math simply doesn’t add up when labor costs rise 
25%, food costs spike 15-20%, and customers are more price-sensitive than ever.

What’s changed is that a growing number of operators are finding ways to fight back, not by 
working longer hours or making deeper cuts, but by fundamentally rethinking how their operations 
run. The tools to do this, artificial intelligence, predictive analytics, and operational automation, have 
finally matured to the point where they’re accessible, affordable, and actually useful. This isn’t about 
replacing the human element that makes hospitality special. It’s about removing the friction, waste, 
and constant firefighting that have always plagued restaurant operations, giving operators and 
their teams room to focus on what actually matters: creating exceptional experiences and building 
sustainable businesses.

The Shift from Guesswork to Data
I’ve watched technology promises come and go in this industry for years. Every few months, there’s 
a new “game-changing” platform that’s supposed to solve everything. Most of them don’t. They’re 
too complicated, too expensive, or they solve problems that don’t actually exist. But something 
fundamental has shifted in the last few years. Cloud-based platforms have gotten better at 
integrating with the messy reality of restaurant operations. They work with existing POS systems 
instead of requiring you to rip everything out and start over. They adapt to different concepts rather 
than forcing you into a one-size-fits-all model. And critically, they’re delivering measurable results 
that show up in P&L statements, not just in vendor pitch decks.

The operators I talk to who’ve embraced these systems aren’t tech evangelists. They’re pragmatists 
who were tired of bleeding money on waste, overstaffing, and the endless administrative grind. 
What’s compelling is that they’re seeing real improvements: tighter inventory control, more 
efficient scheduling, better visibility into what’s actually profitable on their menus. These aren’t 
transformational overnight wins, they’re the kind of steady, compounding improvements that add up 
to the difference between struggling and thriving.
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How Modern Systems Actually Work 
The best platforms don’t try to do one thing spectacularly well. They address multiple pain points 
at once, functioning as an interconnected framework rather than a collection of isolated tools. Here’s 
what that looks like in practice:

Predictive Inventory & Waste Reduction

Instead of relying on manual counts, gut instinct, and hoping you ordered enough chicken for 
the weekend, modern systems analyze historical sales data, seasonal trends, local events, and 
even weather patterns to forecast what you’ll actually need. This isn’t perfect, no system is, but 
it’s dramatically better than guessing. Operators who implement these tools consistently report 
significant waste reduction, fewer stockouts, and better relationships with suppliers because their 
ordering becomes more predictable.1 The system learns over time, adapting to shifts in customer 
behavior and flagging anomalies like unusual usage patterns that might indicate portion control 
issues or theft. For an industry where 4-10% of purchased food never reaches a guest, this kind of 
precision directly protects profitability.

Intelligent Labor Management

Scheduling has always been one of the most stressful, thankless parts of running a restaurant. You 
need enough people to handle the rush, but not so many that you’re burning money during slow 
periods. You need to balance fairness with business needs. And you need to do it every week, often 
while dealing with callouts, personality conflicts, and employees who need specific days off. AI-
driven scheduling doesn’t eliminate these challenges, but it makes them manageable by predicting 
business levels based on actual data: historical performance, reservations, local events, holidays, 
construction, weather. The result is tighter labor costs without sacrificing service quality. Just as 
importantly, employees get more predictable schedules, which means better work-life balance and, 
in many cases, improved retention.

Unified Operations & Digital Integration

Modern platforms address the fragmentation described above by unifying these disparate systems 
into a single, cloud-based ecosystem.

1	 ReFED, “Restaurant Food Waste Action Guide,” 2024.; Champion, E., “Reducing Food Waste in Commercial 
Kitchens,” Cornell University School of Hotel Administration, 2023.

https://insights-engine.refed.org/food-waste-monitor?view=overview&year=2023
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Scheduling happens in separate software or on paper taped to the office wall. Recipe management 
is institutional knowledge that walks out the door when your sous chef quits. Modern platforms 
unify these functions into a single, cloud-based ecosystem. Menus sync automatically across 
ordering channels. Sales data flows into inventory forecasting. Recipe costing updates in real time 
when ingredient prices change. This isn’t just convenient, it fundamentally changes how you run 
the business. You get a complete view of what’s happening, which means you can make smarter 
decisions faster instead of constantly reacting to problems after they’ve already cost you money.

Menu Engineering & Profitability Optimization

Not all menu items are created equal. Some are popular but barely profitable once you factor in 
prep time and waste. Others have great margins but nobody orders them. Some require expensive 
ingredients that are hard to source consistently. AI-driven menu analysis identifies these patterns 
and provides actionable recommendations: which items to promote, which need recipe adjustments 
or repricing, and which should probably come off the menu entirely. This becomes especially critical 
when food costs are volatile and you can’t just raise prices across the board without risking customer 
pushback. Understanding true profitability, not just food cost percentages, allows you to design 
menus that maximize margins without sacrificing quality or variety.

Quality Control & Consistency

Consistency is everything in this business, yet it’s one of the hardest things to maintain. Different 
cooks have different techniques. New hires need weeks or months to get up to speed. Standards slip 
when you’re not watching. Digital recipe libraries with photo references and step-by-step workflows 
help solve this problem. Every dish gets prepared to specification, regardless of who’s working 
that shift. This protects quality, reduces training time, and gives you confidence that your standards 
are being met even when you’re not physically present. For multi-location operators, this kind of 
consistency is the difference between a brand people trust and a concept that feels different at every 
location.
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From Reactive to Predictive
The real shift here isn’t just about having better tools. It’s about changing how you run the business. 
In the old model, you discovered problems after they happened: you ran out of a key ingredient mid-
service, labor costs spiked because you over-scheduled, a dish wasn’t selling and you only realized 
it after weeks of waste. In the new model, systems identify issues before they occur and flag them 
for your attention. You’re not constantly putting out fires. You’re making proactive decisions based on 
current data instead of reacting to last week’s disaster.

This predictive capability matters especially in an era of unpredictable economic conditions. When 
consumer spending shifts or supply chains get disrupted, operators using intelligent systems can 
adapt immediately, adjusting orders, reallocating labor, promoting high-margin items, all based on 
what’s actually happening right now rather than what used to work six months ago. That agility is 
the difference between surviving a downturn and going under.

What Operators Are Actually Seeing
The restaurant industry has a well-earned skepticism toward technology promises. Too many 
systems have over-promised and under-delivered. But the feedback from operators who’ve adopted 
integrated platforms is consistently positive, even from the skeptics.

They report substantial improvements across multiple areas: significant reductions in food waste 
through better forecasting, meaningful labor cost savings from optimized scheduling, and increased 
direct order volume as they successfully reduce dependence on high-commission marketplaces.1 The 
improvements vary by concept, market, and how well the system is implemented, but the directional 
impact is consistent. Perhaps most importantly, operators consistently talk about reclaiming time. 
Time previously lost to administrative tasks like manual inventory counts, schedule building, and 
chasing down orders. Time they can now spend on guest experience, staff development, or strategic 
planning. For owner-operators in particular, this shift from constant operational firefighting to actual 
business management represents a fundamental quality-of-life improvement.

1	 National Restaurant Association, “State of the Restaurant Industry 2025” ; Hospitality Technology, “2024 

Restaurant Technology Study” 

https://restaurant.org/research-and-media/research/research-reports/state-of-the-industry/
https://hospitalitytech.com
https://hospitalitytech.com
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Kitchen Cloud: A Framework in Action
This is where I need to be transparent about my own involvement. I founded Baby Chef Consulting 
to help hospitality businesses navigate exactly these challenges, and Kitchen Cloud is the platform 
I recommend because it exemplifies the integrated approach I’ve been describing. It’s not the only 
solution out there, but it’s designed specifically for the realities of modern restaurant operations: 
tight margins, unpredictable demand, and the need to do more with less.

Kitchen Cloud operates as a unified ecosystem that connects inventory management, labor 
optimization, menu engineering, and digital ordering into a cohesive framework. The AI works behind 
the scenes to forecast demand, optimize purchasing, and identify inefficiencies, all without requiring 
you to become a data scientist or hire a dedicated tech team. For restaurants struggling with rising 
costs and staffing shortages, this kind of intelligent automation isn’t just helpful, it’s increasingly 
necessary. It provides the operational stability that allows you to focus on what you’re actually 
passionate about: hospitality, creativity, and growth, rather than constantly scrambling to keep the 
lights on.

What makes Kitchen Cloud particularly valuable is that it scales with you. Whether you’re managing 
a single location or overseeing a multi-unit operation, the platform adapts to complexity without 
requiring massive infrastructure changes or complete staff retraining. This flexibility matters in an 
industry where concepts evolve, ownership changes, and operational needs shift rapidly. The system 
you implement today should still be useful, and still be earning its keep, three years from now.

Why This Matters Now
The U.S. restaurant industry is at an inflection point. The challenges outlined in this paper, rising 
labor costs, staffing shortages, volatile food prices, unpredictable economic conditions, high 
turnover, concept fatigue, and widespread burnout, are real, structural, and not going away. Hoping 
things will return to “normal” is not a strategy. The old normal is gone.

But for operators willing to adapt, this moment also represents an opportunity. The tools exist. 
The technology is mature. The barriers to entry have never been lower.1 What’s required now is a 
willingness to think differently, to see technology not as a threat to hospitality but as a means of 
protecting and strengthening it.

1	 Technomic, “Digital Transformation in Foodservice: 2024 Industry Report”; National Restaurant Association, 
“Technology Adoption Trends,” 2024.

https://kitchencloud.ai
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I’ve spent my entire career in this industry, from being clocked out before I finished mopping 
to consulting with multi-location concepts on operational strategy. I left hands-on restaurant 
operations because I saw what it was doing to me and to everyone around me. The hours, the stress, 
the constant sense that you’re one bad week away from disaster. That’s not sustainable. It shouldn’t 
be normal. And increasingly, it doesn’t have to be.

The future of this industry will not be built on tradition alone. It will be built by operators who 
combine passion with precision, creativity with data, and human connection with intelligent 
systems. The ones who understand that hospitality and technology aren’t opposing forces, they’re 
complementary. The restaurants that survive and thrive will be the ones that figure out how to 
preserve what makes this industry special while shedding the inefficiencies that have always made 
it brutal.

The path forward isn’t about working harder. It’s about working smarter. And for the first time in this 
industry’s history, we actually have the tools to make that possible.
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Conclusion
The U.S. restaurant industry is facing one of the most challenging environments in its history. Rising 
labor costs, supply chain instability, and skyrocketing occupancy expenses are squeezing margins 
that were already razor thin. Wage growth in hospitality has outpaced inflation, yet restaurants 
continue to struggle to retain staff. High turnover, long hours, and poor work-life balance have driven 
many workers to other industries, leaving operators with chronic staffing shortages and escalating 
payroll demands. At the same time, food prices have surged, with proteins, dairy, and grains all 
posting double-digit increases. These pressures force restaurants into difficult compromises, 
shrinking menus, cutting portions, or raising prices, all of which risk eroding customer loyalty.

Adding to these structural challenges is the volatility of the market itself. Many operators, 
particularly independents, are burdened with high rents and inflexible leases, creating the so-
called “hermit crab effect,” where failed concepts are quickly replaced by new ones facing the same 
vulnerabilities. Niche and trendy concepts burn bright but fade fast, contributing to high turnover in 
dining options while reinforcing the fragility of the business model. For owners, the personal toll is 
immense: burnout, mental health struggles, and financial stress are common, and many passionate 
restaurateurs ultimately leave the industry.

Yet within these challenges lies a clear path forward. Technology, and specifically artificial 
intelligence, offers the potential to stabilize operations and restore profitability. Tools like Kitchen 
Cloud AI address the industry’s most pressing pain points: predictive inventory systems reduce food 
waste and optimize ordering; smart scheduling and training platforms ease the burden of labor 
shortages; menu engineering tools highlight high-margin items while tracking demand shifts; and 
AI-driven monitoring ensures consistency in food quality and guest experience. Beyond cost savings, 
these systems streamline compliance, track supply chain volatility, and provide actionable insights 
into consumer behavior, helping restaurants remain competitive in a fast-changing market.

The future of the restaurant industry will not be built on tradition alone, but on adaptability. 
Rising costs and evolving consumer expectations are structural realities, not temporary obstacles. 
Operators who embrace advanced technologies like AI will be better positioned to run leaner, 
smarter, and more resilient businesses. Third-party platforms can bring in new customers, direct-
ordering solutions help retain them, and POS systems ensure smooth day-to-day operations, but it is 
a forward-thinking approach and the integration of technology that ties it all together. Transforming 
fragmented tools into a unified system empowers operators to make informed decisions and 
safeguard profitability.
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At the same time, even with the most sophisticated technology, expert guidance remains invaluable. 
This is why I founded Baby Chef—to provide hospitality businesses with comprehensive support, 
from concept to full maturity, combining strategic consulting with cutting-edge technology. By 
leveraging both expert insight and AI-driven solutions, restaurants can not only survive the current 
climate but thrive in it, building sustainable, efficient, and profitable operations for the future.


