Sepremper, aCCOrding to e red-
eral government—restaurants
are also facing an uncertain din-
ing climate. Facing their own
COSt pressures, many Consurmners
are eating out less, and many do
so even less if menu prices go up
further. That has forced restau-
rateurs to look for other means
to address the rising costs.

“Consumers are very sensi-
tive to menu price increascs,”
said Hudson Riehle, senior vice
president of research with the
National Restaurant Association.

“Operators are reticent to raise
prices. There’s a greater empha-
sis on efficiency and on boosting
productivity.”

Tracing costs back to oil

Blame much of the food cost
increases on the booming price
of oil.

Oil prices led to gas price
increases, which in turn drove
up distribution costs and, in par-
ticular, the cost of farming. And
when the cost of farming goes
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for anything coming from a
farm animal—-Ilike, say, dairy.

“If you look at a dairy produc-
er’s cost to funcrion, gas prices
are a huge factor,” said Dick
Groves, publisher of Cheese
Reporter, a newspaper that serves
the checse industry. “Dairy
farmers in the Midwest usually
grow their own crops, and that’s
a more expensive undertaking
this year than it was a couple of
years ago. Dairy farmers in the
West and Southwest buy most of
their feed, and feed prices have
gone through the roof.”

The cost of farm milk in
October reached $21.59 per 100
pounds, 74 percent higher than it
was in October 2006. That cost
has affected prices of all dairy
products—the price of cheese,
for instance, reached more than
$2 per block twice during the
year, well over the price of the
year before when that price was
always under $1.50.

Ovther factors are contributing

INAVC 111O1C Lildll aoumica, 1oy
58 cents to $1.22. Even limes
have increased, from $11.50 to
$30 a carton, according to the
USDA.

To an extent, commodity
prices are cyclical, dependent
on a host of factors impacting
supply and demand. Some years
they increase fast, others hardly
at all. And some commodity
prices have stabilized as the year
has come to a close. Srill, Maloni
doesn’t expect prices to return
to previous levels. He believes
they’ve shifted upwards, and
will stay there.

“We do expect farmers to help
bring supply levels into better
balance,” he said. “We don’t
cxpect the prices to go back to
the levels they were earlier this
decade. They arc in the process
of shifting.”

A double whammy

In a survey of restaurants this
fall, onc out of every 10 opera-
tors listed rising food costs as a









