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Loyalty Trumps Price According to SMG Market Research

The purpose of this RR Think Piece is to share conclusions from a SMG white paper (market research)
which we believe is very actionable for today’s restaurant operators.

The conclusion of this research (which is based upon surveys of actual consumers) is that loyalty
generated by excellent customer experience trumps price in terms of generating repeat business -
even in times of recession.

Interestingly, one of the main problems with discounting is that customers are perturbed more by a
return to the original pricing than they are appreciative of the original discount. Resultantly, discounts
only make sense as a way to generate new trial but it is excellent customer experience that keeps them
coming back and telling others to join them.

We take this to mean that restaurant brands are best served by focusing on operational execution (i.e.
good food served hot and fast in a clean, attractive store) rather than focusing on price points (i.e.
dollar menus). In the end, customers attracted by price are the least brand loyal, and therefore, least
profitable. Of course, this is not to say that price points are not important. Price does play into the
customer experience equation — it is just that it is only one part of the equation. So value brands need
to incorporate lower prices and premium brands are ok with premium prices — just as long as they each
remain within the realm of reasonableness.
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SERVICE MANAGEMENT GROUP, INC. (SMG) Service Management Group is the leading
customer experience analytics agency that improves multi-unit performance for global restaurant brands.
The company captures and critically appraises the customer and employee metrics that deliver financial
results. By helping everyone from the CEO to the store manager understand the factors that define a
superior customer experience, SMG develops a prescriptive set of actions that improve operations and grow
brands. For more information, please visit www.smg.com.

Make Restaurant Research your outsourced research department. Leverage our extensive network and
expertise at a fraction of what it would cost for you to do your own due diligence/business
intelligence/benchmarking the right way. For more information, please contact us at (203) 405-1901
or info@ChainRestaurantData.com.
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Includes major lenders, investors, major US restaurant chains, operators and industry consultants.
Please check www.ChainRestaurantData.com for a partial client list and customer testimonials.

More About Us

Restaurant Research LLC leverages an extensive network of industry players as part of its annual
Concept Benchmark Analysis due diligence process for 22 large US restaurant chains. Also, RR tracks
store level data for all major chains with system-wide sales in excess of $1B across all major restaurant
segments in order to produce 11 key Industry Data Topic reports.
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Disclaimer of Liability: Although the information in this report has been obtained from sources Restaurant Research®
LLC believes to be reliable, RR does not guarantee its accuracy. The views expressed herein are subject to change without
notice and in no case can be considered as an offer or solicitation with regard to the purchase or sales of any securities.
Restaurant Research’s analyses and opinions are not a guarantee of the future performance of any company or individual
franchisee. RR disclaims all liability for any misstatements or omissions that occur in the publication of this report. In
making this report available, no client, advisory, fiduciary or professional relationship is implied or established. This report
is intended to provide an overview of the restaurant industry, but cannot be used as a substitute for independent
investigations and sound business judgment.



