Why Do They Call Hotel Restaurants “Profit Centers”?
One out of three new restaurants in this country is doomed for failure in its first two years of operation. There are at least ten good reasons why your new business will not make it. Here are three.

Location-Location-Location

It is important to acknowledge, at the onset, that if a restaurant is located in a hotel, it is probably because that amenity is required to attract and retain hotel guests; not necessarily because it’s making the hotelier any money. So before you decide to plump your bottom line with food and beverage profits, consider your hotel’s location in the big scheme of things. Identify whether or not your restaurant can capture business from your neighbors or drive-by traffic. Unless your hotel is running at 80% year ‘round, without this added source of business, your restaurant is about to become yet another statistic.

And another thing – Are you about to cram a restaurant concept down your hotel guests’ throats just because it happens to be your personal favorite? Or, have you studied your market and determined, based on a careful analysis, what the best concept would be?  Introducing an unsupported concept into the wrong location is the number one reason for restaurant failures.
Business Structure

After determining that you have a viable restaurant concept, it is necessary to estimate the total investment required and determine how you will fund it. If your hotel has been running a lackluster bottom line (the reason you’ve considered developing the restaurant in the first place), and you have not set aside a reserve for opportunities like this one, then you may have to consider a loan in order to fund the operation. Along those lines, it is a common mistake for the zealous restaurateur to build himself a Cadillac when a Chevy would have worked fine, setting himself up at the onset with fixed costs that will never be recovered. Probably the second most common reason for restaurant failure: lack of a financial plan and/or a contingency plan in order to eliminate surprises that may reduce working capital.
Personnel

If you could build the restaurant your way, pay ready cash for the construction, greet the customers with your own winning smile, purchase and cook the food the way Grandma did, serve the food like only you know how, clear, wash and put away the dishes, and finally, do the books, applying your savvy business acumen, you’d be all set, right? But that’s not the way it works. Your darling is about to be put in the hands of forty to fifty strangers and you are going to have to rely on them to safeguard your asset. Independent restaurants, hotel restaurants – doesn’t matter. This is the one area that is almost always overlooked by the would-be restaurant owner. You will have to rely on a lot of other people to realize your dream. Without exemplary hiring and training procedures, the restaurant is doomed for failure. The hotel owner’s inability to recognize his lack of personnel management skills and his unwillingness to hire experienced management is a sure way to fail – quickly.
Bottom Line Expectations

According to a national survey, during the year 2000, for every dollar earned in full-service hotel restaurants, about 61 cents went towards expenses. The truth of the matter is that most hoteliers do not realize that their restaurants are losing money because they don’t account for fixed costs like rent, insurance, utilities, etc. when they’re doing the math. Keep in mind that successful restaurants don’t sell and failing ventures don’t report their numbers to industry trends reports. 
Remember that careful planning is the key to success. Conduct a market analysis and prepare a financial plan and an operating plan. Recognize your strengths and your weaknesses. Typically, the guy with the food know-how is not the guy with the business-know-how. Hire the right team, up front, to put you on track for a success story.
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