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Rainforest Cafe,
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AS if on cue. a simulated thunderstorm at the Rainforest Cafe at
the Mall of America begins to rage just as Steve Schussler enters.
That Schussler should find himself in the middle of a sudden
downpour seems appropriate. given that he is the man who start-
ed it all. Schussler’s entrepreneurial dream come true has been
causing quite a storm all over the country, especially for investors
who have seen their investment grow tenfold in just lwo years,
Amid the restaurant’s squawking exotic birds, simulated danc-
ing gorillas, and talking trees. Schussler talks about the ever-
growing competition among
which has been one of the theme restaurants. which seem to

hattest stocks around, is poised for aggressive be cruppiug up everywhere these
expansion. While some question whether this davs. Instead of thunderstorms
theme restaurant isn't just another craze, and wildlife. some restaurants of-

others, including founder Steve Schussler, fer movie stars, race cars, and

r COMCC

Elmstrom

pt really does hold water, fashion models.

Schussler guides a visitor to the
mall's fourth floor on an impromptu, unannounced tour of Planet
Hollywood to show how its clientele differs from that ol his
restaurant. Planet Hollywood, he says, is an “OTO"—a restaurant
that draws people “one time only”™—and says its customers are
typically young. urban, and single. Rainforest, on the other hand.
draws people of all ages who will come back again and again if
the restaurant can provide great food, he says. “People come once
for the ‘wow,” and they come back for the food,” he says.

For investors, of course, that is a key question. Will those peo-
ple keep coming back for more? Or in the end, will Schussler’s
restaurant chain—Ilike the real-life rain forest—be threatened
with extinction?
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Strong legs

Mo one dispules that Ramforest Cafe hos been
raining money for the past three years. The
Mall of Amenca restaurant, which opened in
1994, still has long lines a1 most times of the
day. And nearby Bloomingdale's ncknowl
edges that the restaurant has boosted its sales

A Ramforest Cafe ot Dispey World in Orlan
do grosses a whoppimg 533 million annualiy
putting it on par with some of the nation’s
busicst restauranis

Adlding 10 the restaurant’s prafitability i the
sile of souvenirs, such as ran forest-theme
shirts, hats; and stuffed animals, Such sales ac-
count for about one-fourth of Runforest’s rey
enues and carry higher profit marging than the
T

Through the first three quarners of 19497, the
company posted revenoes of 5735 million and
net income of $8.3 million. The company’s
stock reflects the success: a S1O0.000 invest-
ment in 19955 initial public offering would be
waorth o cool $1.1 million today

The 42-yvear-old Schussier—a short, stocky
man who has never been shy about being in the
spollight—is now the company’s semor vice
president of development and marketing, con-
ceding that it’s better to have corporate types
running the operation

Schussler’s office sits right next (o the CECYs
office in the company’s Hopkins headguarters
His walls are covered with press clippings and
pictures of Schussler hobnobbing with Presi-
Ted Kennedy
Prump. In one corner of the office is one of

dent Clinton and Donald

achussler’s pet exotic birds. One wall—his
wall of shame™—includes {ramed articles
from his days running the now-defunct Juke-
Box Saturday Night, a downtown Minneapolis
restaurant thot experimented with nude danc-
ing in its final davs, Schussler’s wall collection
includes a 1995 article from the [ormer Twin
Cittes Reader’s 7Got Ot of Town™ issue, urg-
ing Schussler 1o take his shiick elsewhere

That's not something Schussler intends 1o do
He expects 1o continue with the company as its
top marketing person [or as long 85 i pleases
him, although he hints that he probably has an
other entreprencurial venture or two left in
him. “1 didnt spend 17 years of my life to de-
velop something, see 11 become a success, and
then leave it,” Schussler says

He also doesn’t intend to |||."n.l.'||'l|'l another
wall of shame around Ramforest Cafie because
he says, iUs not just another trendy concept

Rainforest Cale hos leps,™ he sovs
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The growing forest

Some analvsts worry, however, that customers
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mienl”—is becoming o crowded field. These

divs, the theme restaurant segment includes
such stalwarts as Flunet Hollvwood and Fird
Rock Culk
AllStar Cale, an auto-rucing-theme NASCAR

a% well as upstarts Fashion Cale,



restaurant, and a Harley-Davidson restaurant.
Another local upstart, Hotel Discovery, is
planning an adventure-theme restaurant at the
Mall of America.

Allan Hickok, a senior analyst with Piper
Jaffray, gives Rainforest’s stock a "buy™ rating
but says he is keeping an ¢ve on the long-term
performance of the company’s restaurants.
*How will 0 Rainforest Cafe behave in its third
or fourth year?” Hickok asks. “T don't know,
There hasn't been o Ramnforest Cafe that's
been open three or four years.”™

Even Rainforest’s own stock registration
from 1995 pointed out such a concern (o polen-
tial investors: “Frequently, restaurints, particu-
larly theme-oriented restaurants, experience a
decline of revenue growth or of actual rev:
cnues as the restaurant’s “initinl honeymoon’
expires and consumers tire of the related
theme.”

Schussler claims the restaurant’s food—
mustly American dishes with clever names—
will bring customers back for more. But eritics
have given the food mised reviews, often fo-
cusing'more on the restaurant’s ambiance.

Bul it’s not food critics who will keep the
cash registers ringing. In Ramforest’s customer

surveys. 6 percent of the respondents have

been to the restourant before and 90 percent
say they will come again. Those people aren't
coming in every week, thought the surveys ilso
show that an average diner makes only about
three visils per yvear.

That's why many of the company’s restau-
rants are located in or near tourist meecns—ithe
Mall of America, Disney World, and down-
town Chicago—where people are more likely
0 eat ot a special-cvent restaurant like Rain-
torest. New Rainforest Cafe locations will open
this year at the MGM Girand in Las Vegas and
in Times Square in New York, and Disney
World will get its second Rainforest Cafe.

But while the Mall of America store has
bien regularly posting sales increnses, the ¢om-
piany’s second-oldest restaurant hasn’t been
faning quite as well, Runforest’s Woodfield
Mall store outside of Chicago opened in late
1995 and by the first quarter of 1997 posted a
15 percent decline in sales. During the third
quarter of 1997, sales at the Woodfield Mall Jo-
cation had stabilized a bit but were still down 3
percent from the previous year.

Even 2o, Rainforest’s CFO Mark Robinow
snys the restaurant continues o pall in sales of
$12 million o vear and is still one of the top
grossing restaurants in linos. “Most restau-
rants would kill to have that kind of volume.”

The Woodheld and Mall of America loca-
tions are the only two of Runforest's 16 restau-
rants that can be measured by same-store sales,
The twa have combined to post a 0.4 percent
rise in same-store sales so far this yvear. But
company officials note that their restaurants
typically open to capacity crowds; it's in-
evitable, they say. for sales 1o decline some-
what in certain locations.

One analyst, Craig Bibb of Paine Webber in
New York, isn't too worried about same-store
sales. Roinforest, he says, has several more
years of strong expansion ahead of it before
he'll be concerned about the long-term stability
of the franchise. That's why Rainforest is one
of Bibb's top stock picks,

The company expects 10 have 1 maximum of
ubout 75 Ranforest locations and is also work-
ing on o *B* concept for smaller cities that
could eventually add a couple hundred more
restaurants to the chain. 1t's all part of a strate-
gy the company hopes will create a long-lasting
restaurani concepl. proving that the Rainforest
is ol just a fid,

“I think Rainforest Cale will be here 100
vears from now,” Schussler says.

More than
a restaurant

People weren't saying such things when Schus-
sler came up with the Rainforest idea more
than a decade ago, He was running JukeBox
Saturday Night, the once-popular nighiclub
that eventually filed bankruptcy, at the time.

That restaurant had been lauded nationally
for its oldies muosic and '57 Chevy sticking out
from the building above the entrance. But
when the oldies-but-goodies theme became a
bit too old, the restaurant struggled and Schus-
sler turned to i sure-fire money maker: naked
wormen,

He says he reluctantly brought in nude danc-
ing in 1991 1o try 1o resuscitate the business.
The resulting uproar, however, made Schus-
sler—the former head of the Greater Min-
neapolis: Hospitality Council—persona non
graia among many downtown politicians and
business leaders,

Schussler then set his sights in a decidedly
different restaurant direction: family dining.
He'd had exolic birds as pets ever since he was
a teenager and focused on a concept that
would ¢reate a restaurant out of the birds’
habital.

“I started with the dream, and dreaming is a
big part of my life and career,” Schussler says.
“Pretty soon the dream turmed into an obses-

ston. Once you decide 1o do something like
that, there’s no going back.”

That obsession led him to convert his entire
home into & mock rain forest, although 1o this
day he has never visited o real rain forest. He
knocked out one wall of the house 1o add a
greenhouse. He housed 40 tropical birds, tor-
toises, and, at one time, & baboon. On the out-
side. neighbors saw waterfalls, artificially pro-
duced fog. and neon lights and weren't happy
about i, Schussler eliims 1o have had the
largest residentinl utility bill in the state at one
point, and federal Drug Enforcement Agency
officials once visited his home suspecting him
of nefarious activities,

Schussler wasn't up to anything illegal, but
his indoor rain forest was tapping him dryv. He
was nearly broke, and his utilitiés providers of-
ten turned off his gas and electricity because he
couldn’t pay the bills. “Everyone said, ‘Wow,
what a great dream,' Schussler says. “Not a
greal business venture, but a great dream.™

Schussler pitched his idea and showed his
home to dozens of prospective investors.
Grand Casinos Chairman and CEO Lyle
Berman visited Schussler’s home several limes.
Berman would always hear Schussler out on
these visits but would never commut 1o financ-
ing the venture. “He'd tell me, ‘Stop spending
money,” ™" Schussler says.

Schussler didn't heed the advice, He hor-
rowed $6,000 from his friend and weightlifting
pariner Steve Farkas, o truck driver who was
making just $10 an hour ot the time. Schussler
borrowed another $6,000 from his grandfather
1o install greenery on his ceilings.

Berman eventually hired Schussler to help
sgt up a meore conventional restaurant at
Grand Casino Hinckley. It was there that
Schussler met the man who would be ong of
Rainforest Cale's first private placement in-
vestars: “Famous™ Dave Anderson, who has
since luunched his own restanrant chain,

After Schussler negotinted a favorable lease
deal with the Mall of America, Berman signed
on. The mall put up $500.000 for development
of the resiaurant in exchange for 5 percent of
the restaurant’s revenues, according 1o Rain-
forest officials,

The first Rainforest Cafe opened to stand-
ing-room-only crowds in October 1994 and has
expanded its seating area three times since lo
accommixdate the crowds,

“Wery quickly we realized thot we didn't just
have a restaurant, we had a business,” says
Berman, who owns 5 percent of the company
and is its largest sharcholder.







