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Scale savvy
A sudden drop in revenue taught 
Robert Hoehn of IdeaScale a hard 
lesson: Choose your customers wisely. 
EMILY HOEVEN, 24

Can the beet and goat 
cheese salad appearing 
on hundreds of menus 
explain what’s going so 
wrong in San Francisco’s 
restaurant industry? Some 
leading chefs say it can. 
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to ‘bear’
As it aggressively courts 
California companies, 
Texas wonders if it’s going 
to import California’s 
problems as well.  
MARK CALVEY, 22
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Boulevard has it on the lunch menu with pre-
served lemon and watercress. Diners at Per 
Diem get it with their cheese whipped. Zuni  
Café offers its version on toast.

The beet and goat cheese salad is a staple for hun-
dreds of San Francisco’s nearly 5,000 restaurants. But 
beyond its role as a customer favorite, the ubiquitous 
salad embodies the severe challenges the city’s culinary 
industry is grappling with today.

A relentless staffing shortage, fi rce competition 
and rising labor, healthcare and real estate expenses 
has made profitably operating a restaurant — wheth-
er full service, fast casual or anything in between — 
a near-impossible endeavor. All that’s on top of the 
$750,000 on average that it takes to open a restaurant 
in San Francisco.

So what does a humble beet salad have to do with 
any of this?

“People are scared to open in San Francisco and 
scared of the amount of money they have to come up 
with,” said Mourad Lahlou, a Michelin-starred chef 
about to open his third restaurant in the city. “If you 
open a restaurant and don’t have people with a lot of 
cooking skills, chefs make something really simple.

“You want someone to show up for an interview, hire 
them, and have them be able to immediately make the 
food,” he said. “The only way to do that is with simple 
food. It’s a beet salad with goat cheese that they’ve made 
at the last few places they’ve worked at.”

The signs extend beyond the salad plate to the pro-
liferation of restaurants serving quick food that’s cheap 
and easy to make by an inexperienced staff.

“It’s not because people aren’t creative,” Lahlou said. 
“Th y can’t have something on the menu that takes 
three months to learn and perfect. They need to have 
simple stuff, and it’s why people are opening more piz-
za and burger places. It’s easier and more feasible. It’s 

A crippling labor shortage and 
skyrocketing costs are taking 
a toll on S.F.’s menus — and 
perhaps on its culinary reputation
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‘If you open a restaurant and don’t have people 
with a lot of cooking skills, chefs make something 
really simple ... Th y can’t have something on the 
menu that takes three months to learn and perfect.’ 
MOURAD LAHLOU, chef
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why people complain about the sameness of food in 
the Bay Area.”

Th t sameness is a worry for a city that over the last 
few decades has built a reputation around the world as 
a culinary mecca.

“Th re’s a lot at stake in terms of San Francisco’s rep-
utation and the innovation chefs think they can employ 
in food,” said Gwyneth Borden, executive director of the 
Golden Gate Restaurant Association, pointing out that 
restaurants are one of the top four reasons visitors cite 
for traveling to the city. “Th re’s a fear (that) as prices 
rise, restaurants that weren’t built for the current cost 
structure will have a hard time surviving.”

Shelf life
Longtime Bay Area Chef Traci Des Jardins has one piece 
of advice for restaurateurs hoping to follow in her foot-
steps: “Don’t open in San Francisco.”

Since opening the acclaimed Jardinière more than 
20 years ago, Des Jardins said she has watched as prof-
its plummeted from a high of 15 percent to 3 to 5 per-
cent a few years ago. Today, she said she’s lucky to be 
breaking even.

“It’s a struggle, and we’re all just trying to figure out 
what works. I love it, and there are lots of reasons why 
I want to stay in business, but any other business per-
son wouldn’t go near it,” she said. “To be as profitable 
today as I was 20 years ago, my prices would have to be 
a lot higher than they are, but I can’t do that because 
then no one would come anymore.”

Caught in that squeeze, more chefs are going the 
tried-and-true route of simplifying menus or opening 
pizza, burger or ramen restaurants with significa tly 
less risk.

“I never thought I’d hear myself say ‘it’s all about the 
return of the chicken,’ but here we are,” Borden said 
of popular fast-casual openings like the Bird, RT Rotis-
serie or the Organic Coup. “Comfort food travels well, 
and you don’t have to explain chicken, ramen or pizza 
to people. You can’t go wrong if you execute them well.”

The increasing reliance on execution rather than 
innovation has been the driving force behind simplifi d 
menus that cater to as broad a demographic as possible. 
New restaurants are also opening with business models 
adapted for alternative revenue streams such as delivery 
or a quick-service counter. Some are cutting down on 
real estate costs by eliminating kitchen space altogeth-
er by servicing them through an off-site commissary.

Chefs like Des Jardins are fine-tuning the process for 
each dish. A few, more talented cooks focus on the foun-
dational elements — the perfect sauce, a well execut-
ed protein, a flavorful broth. The rest can focus on the 
assembly rather than the actual cooking.

“Gauging what you can do as a chef based on the skill 
level around you is scary,” she admitted. “When you 
have a weak kitchen staff, you have to gravitate toward 
the things that are really sound and take less skill to fin-
ish. For us [at Jardinière], we’ve always had a good core 
group of chefs that make the foundational stuff, but to 
teach chefs the recipe and teach them how to cook, that 
seems less and less possible now. We’re all competing 
for that skilled labor.”

Back of the house
It’s ironic that San Francisco’s restaurant industry has 
been crippled by the same factors that fueled its evolu-
tion in the first place.

The expanding economy has pushed rents to lev-
els impossible for service workers to afford. Bay Area 
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THE ABCS OF SAN FRANCISCO 
RESTAURANT PERMITS AND FEES

TIME IS MONEY

Gwyneth 
Borden of the 

Golden Gate 
Restaurant 

Association:  
“You don’t 

have to explain 
chicken, 

ramen or pizza 
to people. You 

can’t go wrong 
if you execute 

them well.”

It’s an average three to six-month wait for liquor licenses 
to be issued by the California Department of Alcoholic 
Beverage Control. Restaurants are also able to purchase 
a transferred license from a previous restaurant owner, 
however, they often cost as much as $500,000 and take 
75 days to transfer.

San Francisco restaurateurs often need as many as 24 
permits to open a new eatery in the city. Building permits, 
conditional use authorizations and a sellers’ permits are 
all pretty standard, but what about the other 20 or so? 
From the obscure to the downright mind boggling, here 
are all the necessary permits — and what they’ll cost — to 
line up before opening for service:

 R Assembly ($360): Especially for popular or larger 
restaurants, those that expect to have 50 or more 
people gathered at any given time have to purchase a 
Place of Assembly Permit from the San Francisco Fire 
Department. 

 R Food service containers (penalties $100 to $500): 
Restaurants are required to provide takeout or food 
service containers that are compostable or recyclable 
under the San Francisco Food Service and Packaging 
Waste Reduction Law. 

 R Music (about $20 a month): Restaurants that want to 
have music in the background must pay a licensing fee, 
which is often charged on a monthly basis. 

 R Parking ($136 a year per vehicle): Businesses in 
residential areas can apply for a passenger vehicle 
permit that will exempt it from the posted time limit. 
Businesses can also apply for up to three permits for 
delivery vehicles with commercial license plates.  

 R Point of sale stations ($75 for the location, $14 for 
each station): Restaurants must register each point 
of sale station with the San Francisco Department of 
Public Health Weights and Measures Program. 

 R Open flames ($360): The San Francisco Fire 
Department requires restaurant operators to secure an 
open flame permit if they plan on lighting any tableside 
candles. 

 R Outdoor seating ($138 a year and $8 per square foot 
for new permits, $68 a year and $7 per square foot 
for renewals): Lucky enough to have outdoor seating 
space? Restaurants and cafes must pay for a table 
and chairs permit, an annual fee required by the city’s 
Public Works department. 

 R Signs ($175.50): Restaurants that want to install 
or change a canopy or sign on the outside of their 
building can’t just swing by a Home Depot. The 
Planning Department has a set of sign guidelines, and 
each design has to be approved.

 R Trans Fat Ban (penalties between $25 to $1,000): 
Restaurateurs have to take a close look at the 
ingredients they plan to incorporate in their menus. 
Any use of trans fat is prohibited by the San Francisco 
Department of Public Health. 

 R Transit Impact Development Fee ($13.30 per square 
foot): Restaurants that increase the number of people 
in any given neighborhood may have to pay the impact 
fee to the San Francisco Municipal Transportation 
Agency. Small businesses may be eligible for waivers 
or reductions. 

 R Water and wastewater capacity charge (between 
$1,821 and $682,909): Businesses are required to pay 
a capacity charge to the San Francisco Public Utilities 
Commission if they plan to use more water than the 
previous business or resident. 



6 SAN FRANCISCO BUSINESS TIMES

COVER STORY

restaurants have a 90 percent annual turnover rate, 
according to culinary hiring service Instawork, and 
operators pay about $3,000 to rehire and train a new 
hourly employee.

The explosive tech industry has funneled millions of 
dollars of investment into the restaurant industry, but 
it’s also made the worker shortage even more severe in 
the Bay Area and beyond. The U.S. hospitality indus-
try had 844,000 unfilled positions in April this year, 
a record high. Locally, the Mission Merchants Associ-
ation reported 25 restaurant openings last year — and 
38 closures. In the 18 months ending October 2016, 16 
restaurants opened on a three-block Valencia Street 
stretch alone.

The lack of workers and growing demand have 
pushed up wages. Local governments have accelerat-
ed that process. Over the past decade, a recent Harvard 
Business School study found there have been more than 
20 local minimum wage increases in the Bay Area.

Even with those increases, industry consultant Pau-
la Brannon, the COO of Vine Solutions Inc., said it still 
isn’t enough to close the gap between what a restau-
rant employee earns and what he or she needs to live 
in San Francisco.

Stuck between rising operating costs and picky con-
sumers, local chefs have to be creative in cutting cor-
ners. Brannon said managing rising expenses comes 
down to one thing: “going back to the basics.”

“Th s is a nickel business, which means restaurants 
have to think about whether they’re ordering correctly, 
whether they’re portioning plates correctly and wheth-
er they really need that extra person during a slower 
shift. It’s about looking at basic ways to cut costs with-
out losing your edge in regards to service,” she said.

For popular San Francisco lunch spot the Plant Cafe 
Organic, that has translated into a number of recent 
changes: shortening hours so it only has to staff for one 
shift, fine-tuning the menu so ingredients are easier to 

IS S.F. STILL COOKING?
TODD JOHNSON
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Traci Des 
Jardins
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prep and closing a handful of under-performing locations.
“We’ve tried a few different business models as we’ve 

expanded, but full-service is much more expensive and dif-
fic lt,” Co-founder Matthew Guelke previously said. “We’re 
sticking with the fast-casual model and are looking to have 
future Plants with much smaller footprints. Especially in 
San Francisco and California, it’s about becoming as effi-
cient as possible.”

Order up
Des Jardins keeps her menu at the Commissary in the Pre-
sidio running like a tight ship. The mojo verde is prepped 
once and shows up in the snake river strip appetizer and the 
dry-aged steak. Ingredients like lemons, sherry, apples and 
almonds are stretched for as many different uses possible.

“It’s about having a menu that’s very formulated. With 
ramen, you’ve got your great broth and noodles that you 
can make ahead of time, so finishing is pretty simple. With 
pasta, you put the technique into the pasta and then have 
an already prepared sauce. It’s about making sure the foun-
dation is as good as possible,” the chef said.

Making each move and decision as economical as pos-
sible may help carry the industry through the tumultuous 

CONTINUED FROM PAGE 6 climate. Whether it’s a fast-casual chain in the heart of the 
Financial District or a fine-dining outpost in the Mission, 
the restaurants expected to endure the high rents, rising 
competition and staffing crisis will be the ones that not 
only focus on streamlining the business, but make food 
that people seek out.

“People are always excited about the next new restau-
rant, but how many have we lost that can’t compete in the 
economic climate?” Borden said of mid-tier, full-service 
restaurants getting squeezed out of the industry. “Th re are 
concerns about the continued cost of living [increases], but 
there are a lot of new places delivering great quality food 
and choosing to do more approachable concepts. That’s a 
good thing. It’s where the innovation is.”

CHEFS’ NEW RECIPE: SIMPLICITY

‘When you have a weak kitchen 
staff, you have to gravitate toward 
the things that are really sound 
and take less skill to finish.’

TRACI DES JARDINS, chef

TODD JOHNSON

Mourad Lahlou
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