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November 8, 2009

At Ruby Tuesday, Casual Dining Dons a Blazer 

By DAVID SEGAL
Maryville, Tenn.

IF you heard Sandy Beall order lunch at a Ruby Tuesday here one recent afternoon, and didn’t know he’s the founder and chief executive of this casual dining chain, you would assume the guy has serious issues with appetite control.

“Bring the New Orleans seafood, bring the herb-crusted tilapia, bring the cheddar burger,” he tells a waitress, in a Tennessee drawl.

“How do you want that cooked?” she asks, scribbling as fast as she can.

“Medium. And bring a rack of ribs.”

“Half or full?”

“Full,” replies Mr. Beall. “The full is prettier.”

All this as waiters whisk away a pile of appetizers that includes a jumbo lump crab cake, guacamole, tortilla chips, a chicken wing sampler, Asian dumplings and the punningly named Thai Phoon shrimp, described on the menu as “the perfect storm of texture and flavors.”

It’s a lot of lunch for two people, especially because Mr. Beall (pronounced “bell”) is hardly going to lift his fork. But he hasn’t ordered this orgy of meat, seafood and sesame peanut glaze because he’s feeling peckish. He has summoned this spread because he’s feeling proud.

For the last two years, Mr. Beall has spent upward of $100 million of his company’s money in a grand, all-consuming campaign to upgrade the brand — its food, its service and, most recently, its décor, which for a long time was dominated by faux Tiffany lamps and rummage-sale bric-a-brac. Now Ruby Tuesday features leather banquettes and dark varnished wood, and the wait staff is clad in hipster black shirts and black pants. The new menu includes upmarket fare, like lobster tails, and offers suggestions about which wine will work with your dish.

“Pairs well with Penfolds Koonunga Hill Shiraz,” it says under a picture of the surf and turf.

The menu is a long way from the burger-and-beer joint that Mr. Beall, then 21, created in 1972 on the campus of the University of Tennessee, where he was a student. 

If he’d picked any other moment during his years atop this international empire of 896 restaurants, the makeover might have merely been very hard. But the recession started right about the time that those faux Tiffany lamps were yanked from the ceilings. The chain has been trying to transform itself into the fancier, pricier alternative to much larger rivals like Applebee’s just as consumers have been hoarding their dimes.

Americans eat 20 million meals a week at casual-dining chains, according to Technomic, a restaurant consulting firm — a number second only to fast food.

The companies that gave the world such singular creations as riblet platters, Southwestern egg rolls and dessert shooters stay so keenly attuned to our appetites and urges that you could tell the story of our country’s ever-evolving, slightly twisted love affair with food and commerce with a collection of menus from Chili’s, T.G.I. Friday’s and their ilk.

When Ruby Tuesday began its self-enhancement drive, it hoped merely to join a slightly posher neighborhood, the place where Olive Garden and Outback Steakhouse live. But by commencing just before the bust and sticking to its strategy, the company has become an object lesson in recession-era economics, demonstrating both the perils and possible upsides of pushing lobster in an age of chicken pot pie.

THE company is haunted by the stark metrics of its trade: Ruby Tuesday’s same-store sales are down about 8 percent from last year, when it closed 54 restaurants. With traffic flagging, a war of discounts and specials broke out in the middle of last year, and the chain started offering buy-one-get-one-free deals — a k a “Bogos” — to get customers in the door.

Wall Street began to worry that the company would break its debt covenants, and Ruby Tuesday shares, which traded as high as $33 a few years back, fell to 85 cents in March. A side of the creamy mashed cauliflower cost about three times as much.

Goodbye, Ruby Tuesday?

Not quite. 

The stock has rebounded to $6.54, and the company has raised money to pay down debt. Even if a sense of imminent doom has passed, however, nobody is yet calling Mr. Beall’s makeover a success. 

The company says that traffic is up in the most recent quarter, but according to Technomic, same-store sales at Chili’s, Applebee’s and Ruby Tuesday have fallen at roughly the same rate, suggesting that diners either haven’t heard about the changes or can’t taste the difference.

“You ask people in surveys why they chose one casual dining chain over the other and they’ll say, ‘because the line was shorter,’ ” says Ron Paul, the president of Technomic. “Ruby’s is trying to break out of that, and Sandy’s point is correct — if and when people decide to go back to casual dining, you need to give them a reason to do it. Based on the numbers, though, Ruby Tuesday has a long ways to go.”

Last month, for the first time in its 37-year history, this media-shy company allowed a reporter to visit what is officially called the Ruby Tuesday Support Services Center, here in Maryville, just south of Knoxville. It’s a modern, three-building complex, with more than 35,000 square feet of cubicles, classrooms, test kitchens and roughly 370 very cheerful employees. If you have always assumed that every casual chain restaurant has a nerve center and idea laboratory, you’re right — and this is what it looks like. 

A group of chefs work on the first floor in the main building, confecting and painstakingly market-testing the next “craveable,” as standout dishes are known. And the company is stepping up its already extensive training program, called Wow-U, flying in managers weekly from across the country and preaching an astoundingly detailed catechism of rules, etiquette and sales tactics known as “the Ruby Way.”

The trick is for the company to elevate its image without alienating those customers who actually liked the dowdier original. Mr. Beall, a supremely confident man, sounds unworried.

“We lost about 5 percent to 8 percent of our base by upgrading, mostly at lower income levels,” he says with a shrug. “Very few people miss the roller skates on the wall and the bad food.”

PAT PETERSON is teaching “Service Engagement” in front of about 60 Ruby Tuesday managers. Like a lot of the lecturers here, he’s been with the company for more than a decade; he started as a part-time cook and is now director of quality and innovation.

Mr. Peterson has boundless energy, and he paces back and forth in front of his students — most of them men in their 30s and 40s — shouting and gesticulating like a TV pitchman selling a Miracle Mop. He is recounting a night when two guys came into a Ruby Tuesday wearing Budweiser trucker hats. A waitress approached and asked something foolish: Want to try the sangria?

“What did the Budweiser brothers want?” Mr. Peterson shouts at the class.

“Bud,” the class replies in improvised unison.

“A cold beer, right! They couldn’t have been more clear about that if they walked in with a buzzing neon sign that said ‘Give me a Budweiser!’ If you want to get really frisky you might have sold them up to a Sam Adams handcrafted draft or something like that, but I wouldn’t have gone anywhere near sangria. Because these are not sangria people.”

His audience nods.

“And when I approach that table with sangria, then I’m making clear from the very beginning, this is about me winning a contest or my manager is bugging me about selling sangria, or whatever it is. ‘Hey, I don’t care what you want. I’m going to nudge you to what I think you need.’

“Does that make sense to everybody?”

Class: “Yes.”

“Is it something we want to be doing?”

Class: “No.”

“Is it something we’re doing every day?”

Class: “Yes.”

“Exactly! And we’re going to have to break out of that.”

When people say the restaurant business is tough, they are usually referring to the challenge of running only a single restaurant. So how do you run 896? And how do you run 896 as you trade up virtually every protocol, ingredient and recipe, not to mention the uniforms, cutlery and ambience?

Now add this wrinkle: Ruby Tuesday employs 43,000 people, and its annual rate of turnover is currently 100 percent. That doesn’t mean that everyone leaves in a given year; many of the managers stay for a long time. But there’s enormous churn on the rungs below.

“And 100 percent, that’s really good,” says Robert LeBoeuf, whose Ruby Tuesday title is chief people manager. “Three years ago, we were at 135 percent.”

This rotating staff must be tightly managed, but it is never supposed to sound overly scripted. As with every casual dining chain, Ruby Tuesday embraces the upside of fast-food uniformity (identical meals, no matter which restaurant you visit), but wants none of its downsides (a sense of prefab cooking that is delivered by programmed servers).

So while the company has thick orientation and training manuals, the point of Wow-U is not to rehash the regulations. It’s to acquaint managers with the art of improvising within those regulations, so they can teach underlings to do likewise.

Ruby Tuesday will spend as much as $2.5 million this year on Wow-U, much of it to fly managers here and put them up at the Ruby Lodge, a rather luxurious inn that until recently wasn’t open to the public.

The managers will commute at 7:45 a.m. to the Support Services Center in a faux trolley with “Ruby Tuesday” painted on the side. In the evenings, they will be served elaborate meals, including dishes like crostini and cornmeal-crusted oysters, items unlikely to show up at a Ruby Tuesday.

“They want us to experience a really exceptional level of food and service, so we’ll bring that spirit back to our restaurants,” says one manager, drinking a beer on the veranda of the lodge after dinner one night. The company prohibits managers from speaking to the news media, so he declined to give his name.

Managers can make $50,000 to $60,000, as well as bonuses of up to $20,000, the company says, and if the group visiting this week in October is typical, they are an upbeat, motivated bunch, well versed in the language of the brand.

A good manager, for instance, is “LnC,” which stands for “large and in charge.” A shift leader is called “FoH,” for “front of the house.” Checklists are known as “the Ruby Walk.”

Like all good business cultures, this one evolves with the times, and inevitably the recession has had a big impact.

“I read guests’ complaints,” Mr. Peterson tells the class, “and there’s about 400 a week that I read.” 

These days, almost all contain a variation on this statement: “In this economy you can’t afford to treat me this way.”

“How many have seen that?” he asks.

Everyone in the room, it seems.

“Absolutely. It’s a common theme through everything we’re doing.”

For a while, Ruby Tuesday servers were instructed to offer “silent service,” which meant a minimum of interaction with guests. But that, Mr. Peterson explains, is out of sync with the times.

“In a poor economy, people need a retreat,” he half-yells at the class. “So what happens when they walk into a Ruby Tuesday? What are they looking for? An escape! And that’s O.K.”

He turns on his hospitality voice: “ ‘You’re more than welcome. Come on in. You’re going to have a good time.’ There’s a monetary value to being that place. A huge monetary value.”

THE genesis of the Ruby Tuesday upgrade can be traced to a conversation that Sandy Beall had with his son, who attended the California Culinary Academy.

“About four years ago, he said, ‘Dad, you know what is wrong with Ruby’s, don’t you?’ ” recalls Mr. Beall as he nibbles on the New Orleans seafood. “I said, ‘Oh, no, wise one of 28 years.’ He said: ‘Garbage in, garbage out. You can’t have great food if you don’t buy great product.’ ”

A slight, 59-year-old-man who is dressed this afternoon in a Canali houndstooth sport jacket, Mr. Beall has a somewhat aristocratic bearing, an impression reinforced by his affinity for equestrian fox hunting and tennis, which he describes as his only passions other than family and Ruby Tuesday.

He says he has never spoken to a reporter for a profile, but swears that shyness has had nothing to do with it. He’s just never understood what’s in it for Ruby Tuesday, and it seems a distraction from the hundreds of tasks forever at hand.

“I don’t know why you’re here, actually,” he says wryly. “Now, somebody could argue that you can create more value by being more visible, and sell the company or sell yourself.”

Yes, the Richard Branson approach.

“Disgusting,” he sneers. Smiling contritely, he leans into a digital recorder. “Richard,” he says, “I’m kidding.”

The son of a chemical engineer, Mr. Beall was a real estate and finance major who happened into a Pizza Hut, looking for work, and ended up managing three franchises. The owner became a mentor and, after he had a heart attack, sold the restaurants back to Pizza Hut and gave Mr. Beall $10,000 worth of Pizza Hut stock.

“He said, ‘Keep it for two years and it’ll be worth $20,000,’ ” Mr. Beall recalls. “I said, ’Should I work for Pizza Hut?’ And he said, ‘No, start your own business.’ ”

Instead of getting his undergraduate degree, he took a quick trip to Manhattan, where he scoped out restaurants, including an early iteration of T.G.I. Friday’s. He decided to serve “hamburgers shaped like softballs” as well as soup, salads and beer. He was never much of a Rolling Stones fan; the name for his restaurant was suggested by one of several fraternity brothers who were co-investors.

“I wasn’t that hip of a person,” Mr. Beall says.

The place was busy from Day One, but it took six years for Mr. Beall to start making real money because he opened a new Ruby Tuesday at a pace of about one every nine months. To quicken the pace, he sold the company in 1982 for about $15 million to Morrison Restaurants Inc., which ultimately sank about $250 million into expansion plans. He remained in charge of operations, and in the following years Ruby Tuesday added more than 500 restaurants.

In 1996, he helped orchestrate a reverse buyout, splitting Morrison into three companies, one of which was Ruby Tuesday. Nine years later, he dropped “Bar and Grill” from the name, and the upgrade was on.

He was fighting for a bigger slice of a shrinking pie. According to Malcolm M. Knapp Inc., a consulting firm that tracks the restaurant industry, total year-over-year sales have been slowing in the casual dining chain category since 2005, and this year will be the first since the firm started collecting data in 1991 that total sales turned negative.

The best a company can do now is steal customers from competitors. And the best customers to steal are the wealthiest ones, because they are actually spending.

“What he did was a pretty bold move,” says Malcolm Knapp, founder of the firm. “He looked over the horizon and said, ‘I have to get the higher-end demographic.’ He made a decision strategically, that that’s the sweet spot of the market.”

The average check — for lunch or dinner — at Ruby Tuesday is now about $11.50. Mr. Beall hopes to raise that by $3 in coming years and to raise the daily guest count from 360 per restaurant back to 400, where it was before the recession. Given the fixed overhead costs, this is a business that works only when you put “butts in seats,” as executives here are fond of saying.

“Look at this dish,” says Mr. Beall, pointing to the Thai Phoon shrimp. “The shrimp are 11 cents each. There’s probably 12 shrimp in that dish. So that’s $1.32 in food cost. Plus the lettuce, plus the sauce. That’s about $1.60. You sell it for $8.” 

The key, says Mr. Beall, is buying in quantities large enough to keep the food price down — which in this case means buying 30 million shrimp at a time.

Is it possible to cook fresh, delectable meals at these volumes? Taste-testing with the company president didn’t seem the ideal way to experience a typical meal, so a few days ago this reporter paid a visit to the Ruby Tuesday in Times Square. The Thai Phoon shrimp was actually the standout dish, though think about it: you could batter, fry and pour sweet syrup on a tire and it’d be a chewy delight. On the downside, the salmon Florentine was salted into oblivion, and the ice cream that came with a strawberry puff pastry dessert did something mind-blowing: it sat on a plate for 20 minutes without melting.

Even the waitress seemed utterly amazed.

GIVEN the scale of the business, adding or subtracting any dish from Ruby Tuesday takes months. It’s a process led by the boyish and easily excitable Peter Glander, a former sous-chef at the Modern, the Danny Meyer restaurant at the Museum of Modern Art in Manhattan.

His career path may seem bizarre for a gourmet, but Mr. Glander gets to cook, in effect, for about 300,000 people a day. The downside is that food-related decisions at Ruby Tuesday are highly collaborative and extensively customer-tested, which means a lot of time can elapse between the inspiration for a dish and its rollout.

Consider one of Mr. Glander’s more recent creations: the pretzel bun.

“It was this idea in my mind,” he says, standing in the test kitchen one afternoon. “People know they like pretzels, but they rarely order them. It’s just a great flavor and texture.”

A vendor in Chicago was found who could mass-produce the bun; then its shape, texture and size were tweaked for weeks. Eventually, the bun was rolled out to a limited number of restaurants, tested and then tweaked some more. Last Wednesday, five months after he proposed it, the bun finally hit all the chain’s United States restaurants.

Subtractions from the menu are handled the same way.

“Some things lose luster,” says Mr. Glander. “Like the chocolate tall cake. It’s this cake that is extremely rich, and when I came over a year ago, this was the holy grail of the dessert menu. It was like, there will never be anything happening to this piece.”

“We’d had it for 10 years at least,” says Andy Scoggins, vice president of culinary and beverage.

“In that time we’ve introduced cheesecake,” says Mr. Glander.

“And Italian cream cake,” says Mr. Scoggins. “And a yogurt parfait. And as we put these other desserts to tests, the scores were so high, and the tall cake scores were so low, it was a no-brainer.”

The same day the pretzel bun joined the menu, the tall cake was retired.

It isn’t among the desserts Mr. Beall orders at the Ruby Tuesday lunch bacchanalia, which happens a few weeks before the tall cake’s farewell. Instead, he asks for the blondie à la mode, the chocolate molten cake and the cheesecake. Each is like a parade float — so large and so colorful it makes you laugh.

The outsize dessert is a staple of the category, one that Ruby Tuesday will stick with, along with cheddar fries and cheeseburger quesadillas. At the same time, the company is betting $100 million that the decade-old foodie craze in the more affluent ZIP codes of this country can be sold, in a mass-market variation, to Middle America.

“If you really care what you put in your body, Ruby’s is a good place for you,” says Mr. Beall, as the wait staff clears away the plates. “If you don’t care, hell, go to Hardee’s.” 
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