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GHOST KITCHENS & VIRTUAL RESTAURANTS
WHAT THE DIGITAL AGE & THE PANDEMIC USHERED IN
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hile restaurant owners strug-
nge through city ordinances
restricting dine-in custom-

ers, others poised with on-
line pick-up and deliveries are thriv-
ing.Already with the average American
adult ordering out at least once a
week, and another 20% of the young-
er Gen Z’s ordering take-out’s three
times a week, the pandemic situation
just added a great population to those
already procuring meals through digi-
tal means.

Pre COVID-19, dine-in customers
contributed to a bit over half of the
nation’s foodservice industry. Few
years ago back, digitally ordered meals
were the fastest increasing revenue
source at a rate of +20% annually, but
comprised of only 5% of all restaurant
orders. Now, experts predict that rate
will grow to take over 25% of all dine-
in sales by 2025.

ENTER,

THE AGE OF THE GHOSTS &
THE VIRTUALS

GHOST KITCHENS, sometimes called
cloud kitchens, are rental profession-
al kitchens, fully equipped, ready for
occupancy. Locations are often in low-
rent areas but in proximity to target
consumers, easily accessible by third
party delivery service staff. Each kitch-
en is usually staffed with two to three,
all of them chefs multitasking to pro-
cess orders, prep foods, and package.
Since there is no physical restaurant
associated to a ghost kitchen brand,
consumers will be hard pressed to

find the actual diner, no matter how
popular the brand.

A VIRTUAL RESTAURANT is an ex-
isting restaurant or food truck, with
space and resources set aside to be
shared - kitchen, equipment, staff, in-
gredients - as platform to launch vir-
tual branded products, or menu items
available exclusively through digital
ordering. An example would be a tra-
ditional Sushi restaurant housing an-
other business on the premises, mar-
keting a kaisen-seafood-bowl menu
under a completely different brand,
available to consumers solely through
digital ordering, and delivered by a
third party delivery services.The con-
sumer will never know that a single
kitchen may be housing multiple res-
taurant businesses.
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GHOST KITCHEN BENEFITS

* Low capital and operating expense

* Reduced layers of staff

* Ease in staff management

* No wait times for permit approvals

* Speedy set-up and launch

* Can locate anywhere

* Flexibility to change business direction
* Suitable for test marketing

* Multiple restaurant concepts from one kitchen

* Some relief from customer service duties
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FUELED BY SOCIETAL TRENDS
Ghost kitchens are the result of the
ever-growing consumers’ demand for
easy online ordering. With consumer
preferences for casual over sit-down
dining, the convenience of delivered
foods is a shoe-in. As the younger,
tech-savvy generation grows up to
fuel the foodservice industry, “digital
dining” will undoubtedly expand.

Currently:

* 31% of American adults use third
party delivery service at least once
a week

* 34% of them spend over $50 per
online order

* 59% of Millennials’ foodservice
ordersare either take-out or delivery

GHOST KITCHEN SUCCESSES

From the business owners’ POV, the
#1 driving force toward ghost kitch-
ens is the relief from the heavy finan-
cial burdens in running a convention-
al restaurant. The low start-up costs
are attractive, and the non-perma-
nent nature of the business offers
a non-binding safety net. And the
booming gig economy provides a
large pool of potential staff workers.
With COVID-19’s arrival from ear-
ly this year, many restaurants in one
way or another, are already pivoting
towards a heavier take-out/delivery
mode.

OYSTER BAH in Chicago: A popular oyster and seafood joint, is always packed
with customers. But what’s actually keeping the business profitable is their
Seaside Brand Ribs and Fried Chicken sold through an off site ghost kitchen.

GABRIELLA PIZZA in NYC: Per capita, New Yorkers spend the most on food
delivery than any other city in the US. Gabriella Pizza prepares their signa-
ture style pizza, right along with 6 other similar pizzas sold under 6 different
brands, in a ghost kitchen sharing staff, equipment, and ingredients.

FRATO’S PIZZA in Schaumburg: Pizza is their mainstay, but early last year
added 4 “restaurants” with completely different menu concepts: Halal Kitchen
serving spicy chicken gyros, Tenderlicious BBQ with chicken tenders, Cheesy
Deliciousness with salmon grilled cheese, and Butterfinger milkshakes from

their Heavenly.

NOT EVERYTHING IS ROSEY

* Several high-profile cases of fraudu-
lent ghost kitchen operations have
come to light. Ghost kitchens can
brand themselves as a well-known
restaurant and profit off of their
name value menu items, unbe-
knownst to the actual restaurant
nor the customers themselves.

* A ghost kitchen operation can get
out of hand, as was the case in Los
Angles where 27 kitchens operated

SHARED KITCHEN TYPES
COMMISSARY/

SHARED GHOST KITCHENS
Rent out ghost kitchens at a multi-
plex operated by well-funded indus-
try professionals. Resources to staff-
ing, supply sourcing, marketing, and
delivery services are available at a
price. Facilities are most likely com-
pliant with OSHA laws, state building
codes and foodservice requirements
which can be daunting for individual
restauranteurs. This is a quick, turn-
key model where business can start
right away.

INCUBATOR/

POP-UP VIRTUAL KITCHENS
Run concurrently with existing res-
taurant business to generate added
revenue streams using shared re-
sources. This offers chance to test

a hundred fifteen restaurants deliv-
ery platforms, with staff crammed
in an 11,000 square feet commis-
sary.

* The giants in the delivery services
have been known for some shady
practices. They’'ve been known to
list-forward restaurant numbers
without permission, later charging
referral fees.

out new menu concepts without af-
fecting the current restaurant busi-
ness. There are hardly no start-up
costs, however, running digital mar-
keting programs takes a skilled staff-
person dedicated to the task. Restau-
rants will need to keep their permits
to date and manage their own Dept
of Health compliancy programs.

KITCHEN PODS

Are shipping containers converted
into kitchens, rented out at econom-
ic rates. Due to their mobile nature,
pods are usually placed in areas with
laxed zoning codes, often located in
underused parking lots. Due to po-
tential safety and claustrophobic con-
ditions, kitchen pods do not provide
a comfortable environment for staff
workers.
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OYSTER BAH in Chicago
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GABRIELLA PIZZA in NYC
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FRATO’S PIZZA in Schaumburg
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e Los Angeles 213.626.9458 o San Diego 858.748.9458 e Las Vegas 702.216.2715 e Phoenix 602.455.8000 e Dallas 972.691.9400 e New York 201.933.9555 o Washington D.C. 301.927.2061 e Boston 617.469.8312 e The Cherry Co., Ltd. - Honolulu 808.422.6555 e Tokyo e Lima

BARDKZHADALRIZ Bringing the Flavors of Japan

to the People of the World

The Premier Japanese Food, Alcohol Beverage and
Restaurant Supply Specialist
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