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Rubio’s: Home of the Fish Taco


(1) Is there a market on the east coast for the fish taco?
According to the case study entitled “Rubio’s: Home of the fish taco,” Entrepreneurship—Strategies and Resources; Dollinger, Marc J., Upper Saddle River, New Jersey (430), as of the publishing of this case, “The Mexican food segment is still experiencing lucrative growth nationwide.

McDonald’s Restaurants offer the Filet-o-fish sandwich on their menu nationwide based on the fact that this company will not retain “staple” menu items that are not universally successful so it is certain that this is a popular item.  Proof of this strategy is that of the deletion of the McLean Deluxe, which did not achieve this type of success long term and was therefore discontinued.

Based on the popularity on the east coast as well as throughout the eastern United States of both Mexican food and fish served in a fast food environment, i.e. McDonald’s Restaurants, it appears that fish tacos would be successful on the east coast if Rubio’s decided to expand its market beyond the borders of California.
(2) Is international expansion a viable alternative?

     Based on the fact that nationwide chains such as Taco Bell have not expanded beyond the U.S. borders, it is likely that expansion within the U.S. would be the most successful marketing expansion strategy for Rubio’s at this time.


The fact that Rubio’s serves authentic Mexican food at a low price and the fact that its current restaurants are located near the Mexican border might make expansion to Mexico appear somewhat attractive since the neighboring points of travel are in tourist areas.  Based on the fact that authentic Mexican food is already available in traditional restaurants, this may or may not provide an attractive prospect.


What makes the idea somewhat attractive is that Rubio’s apparently serves its food items in an attractive trendy environment and also serves alcoholic beverages such as beer and wine.  “Most have 2,200 square feet, with a cooking area, a dining area for approximately 50 people, and an outdoor patio.” “Rubio’s: Home of the fish taco,” (427).  This may make Rubio’s attractive in areas visited by cruise lines by tourists, etc. in Mexico and especially those tourists that prefer a trendy environment, particularly in vacation spots such as Cancun, for example.

Other possible places might include the Caribbean, etc.  It appears that expansion to either Mexico and/or the Caribbean would provide the most attractive locations beyond the U.S. due to tourism and the fact that Mexican food is likely to be popular due to visitors coming mainly from the U.S. as tourists to these locations.


Also, according to “The World Almanac”—2004 edition, Food & Beverages are named as one of Mexico’s major industries.  According to this same source, the fish catch for (2002) was 1,474,667 metric tons with a population of 1,221,000 people in Mexico compared with a (2002) fish catch of 5,405,404 metric tons in a population of 294,043,000 in the U.S.  Tourism totaled $8.3 billion vs. a $900 billion total GDP in Mexico compared with $85.5 billion of tourism and a $10.4 trillion GDP in the U.S. source: “The World Almanac Book of Facts—2004,” © 2004 by World Almanac Education Group, Inc. (850, 817).

Another viable market might be that of Canada, especially in trendy spots for tourists such as Toronto, the Niagra Falls area, etc.  Canada’s GDP for 2002 was $923 billion, $10.7 billion of which was tourism in a population of 31,510,000.  Its fish catch was 1,201,955 metric tons, which is considerably less than that of Mexico on a comparative basis in proportion to the population.  

Based on the availability of the fish product in Mexico in comparison to the population and roughly equal expenditures on tourism, it appears that Mexico may be the best place for international expansion outside of the U.S. at this time. “The World Almanac Book of Facts—2004,” (768).

Availability of fish on an ongoing basis and the fact that Mexican food is already obviously popular and desired by tourists in Mexico looking for food related to the atmosphere in a trendy environment makes Mexico an attractive market.  Also, the fact that tourism on a percentage basis is a larger part of the economy compared to the overall population with roughly the same GDP as Canada also adds to the attractiveness of this possibility. In addition, the novelty of the fish taco is a good reason for Rubio’s to choose Mexico for any potential international expansion. 
This conclusion is based on the fact that the areas that are drawing tourists to San Diego, the home of Rubio’s, is also drawing the same group of tourists to also visit Mexico during their stay in the San Diego area.

Also, tourists will tend to frequent restaurants with a familiar name in international markets.  This has been proven by the international popularity of McDonald’s in tourist areas in international markets that want to find out about the nuances associated with trying a familiar restaurant in an international market—generally these locations also have a trendy atmosphere with familiar foods in an environment that somewhat reflects the uniqueness of the international market.
According to the 1999 Time Almanac, San Diego, the home of Rubio’s has as its popularity the fact that “Its magnificent climate and proximity to Mexico have made tourism a significant part of the city’s economy,”—and those same tourists will likely visit Mexico during their stay and frequent the same familiar trendy restaurants, and especially those with outdoor patios, beer gardens featuring premium beers and wines, etc. source: “Time Almanac 1999 © 1998, Information Please, L.L.C. (784).
Assuming that such expansion is feasible, the company must then determine how to establish operations in distant locations.
(3) Should the company consider franchising, licensing agreements, partnerships, or even join ventures?

If Rubio’s decides to enter Mexico, the partnership, joint venture or wholly owned subsidiary choices might be viable alternatives due to the proximity of possible locations in Mexico to San Diego—Rubio’s current location, and the ability to later turn those or additional locations into franchised or licensing agreement forms of ownership.
Utilizing a partnership strategy would, of course, require an investment of either a domestic or international partner.  If this strategy is employed, it appears that it would be a viable strategy on an international basis by an organization already investing in the tourism portion of the chosen international economy.

According to the text—“Entrepreneurship—Strategies and Resource,” one of the dangers of partnerships that is often unanticipated is that partners are agents for each other.  The actions of one partner can cause unlimited personal liability for all the other partners.  This is referred to as joint and several liability.  “Entrepreneurship—Strategies and Resources,” (276).
In this instance the joint venture might be a better alternative since (1)  Resources are commingled when the joint venture is formed, and (2) the ownership rights in a joint venture require negotiation. “Entrepreneurship—Strategies and Resources,” (97).
Additionally, a joint venture is:

· Created by two or more independent organizations
· For a specific purpose

· Over a set period of time

Source: “Entrepreneurship—Strategies and Resources,” (343).

        If indeed, the Mexican bordering tourist locations as well as vacation spots such as Cancun, etc. are viable considerations, this alternative would be a strong choice due to the fact that business decisions would be required to be agreed upon by parties in both locations and both would be required to negotiate before moving forward on any decisions regarding changes, etc.  Compared to existing locations to reflect the areas and needs of specific locations outside the U.S.

          The other alternatives mentioned above as possibilities for expansion include licensing agreements or franchising.  “Under a licensing agreement, the entrepreneur contracts with the parent company to produce a product or service or to employ a system or technology.”  “Entrepreneurship—Strategies and Resources,” (97).  This type of arrangement would be most useful if the locations were already operating a similar existing business and wanted to change the format to the new business.

Based on Mexico as the chosen possible international market and the unique menu items associated with this organization including alcohol licensing for beer and wine, it does not appear that there would be organizations in the same business that are associated closely enough with Rubio’s menu items and style of doing business as well as name recognition associated with tourist from San Diego to warrant this form of business.


The last choice mentioned above is that of a franchising agreement with any new locations as well as the possibility of expansion through company owned stores (not mentioned above).

Certain types of businesses are appropriate for franchising.  The first and primary requirement is a successful series of pilot stores, locations, or operating units.  The franchisor bears the cost of developing the formula during the pilot period.  The franchisor must learn enough about how to make the business a success to be able to train others to be successful, too.  “Entrepreneurship—Strategies and Resources,” (355).


Important things needed by the franchisee as part of the agreement include:

(1) Proven locations

(2) A credible top management source that can assist the franchisee during the start up phase as well as with contingencies and emergencies.

(3) Skilled field support staff to train new franchisee locations in the field.

(4) Ability to make use of a recognized trade name, products, uniforms, décor of locations, etc. that is already considered recognizable to “at least some of the potential patrons.”

(5) A proprietary manual that is extensive enough to identify proven methods of operations and management

(6) Training programs—both on-site and in the classroom format.

Source: “Franchise Requirements,” Entrepreneurship—Strategies and Resources, (357).


Based on the above information, it appears that Rubio’s meets all of the other requirements and would have the ability to create training manuals and provide the appropriate training, if indeed they were able to find interested franchisees—which appears to be a strong possibility based on the fact that the company already has existing pilot stores to serve as guidelines for the franchisee and has enough knowledge, as mentioned above, to provide adequate training.


Comparing the choice of licensing to franchising, which appears to be a viable choice (franchising) for new locations within the United States borders, it appears that franchising would be the best choice domestically at this time and that joint ventures would appear to be preferable for the proposed international locations in Mexico tourist areas.

Additionally, if franchising is chosen (for example, for expansion to the East Coast) issues to be addressed and questions to be resolved before the actual opening of a Rubio’s franchise location might include some or all of the following:

(1) Franchise Fee—(how much to charge on a per unit basis)

(2) Royalties—(whether they should be a % of gross sales or variable based on a sliding scale determined by the increases in sales, etc. over time).

(3) Quality Control—(what to do if a given location is not meeting standards and how to measure and determine compliance to these standards) should locations be monitored by company personnel to ensure quality control, etc.?

(4) Advertising (what is the cost of advertising in new markets outside of those associated with Rubio’s existing locations and what types of media should be used, how should the ad budget be determined, etc.)

(5) Offerings—(should Rubio’s franchisees offer the exact same products as those offered at existing locations?)

(6) Equipment—(will the locations prepare food items needed to make the finished product or contract for those items outside of the store location—this will determine some of the equipment needs)

(7) Location—(where should the new franchised locations be placed—should the franchisor provide the financing or aid associated with this process.
(8) Operations—(what should signs look like? Hours of operation?  Maintenance requirements, handling, should new locations look exactly like the original locations?  Should personnel policies be the same as regions of the U.S. vary by location?  Should international policies reflect the varied culture of  these locations?

(9) Reporting—What types of reports will be required by the franchisor of the franchisee?  How often should these reports be submitted?  Should there be auditing or sanctions for not filing reports?

(10) Dispute Resolution—How should dispute resolution be resolved?  How should equity be determined in solving these issues?

(11) Termination—How should termination of the franchise be determined?  What causes “just cause” of the termination of an offer and can sanctions be used as an alternative to termination in some instances?

Source:  “Entrepreneurship—Strategies and Resources,” (359).


In conclusion, provided that all of the details could be negotiated and all criteria could be met, it appears that, as mentioned above, franchising would be the best strategy for new locations in the U.S. and for those outside of locations in Rubio’s current immediate area.  Joint ventures would be the proposed strategy for any international locations, which as mentioned above, are the proposed locations in Mexican vacation spots.
(4) Should the company attempt to remain a closely held, family organization?

Rubio’s can remain a closely held, family organization and gain additional 

operating funds through its own expansion of company owned stores as well as through options such as franchising and joint ventures as mention above as a source to gain new capital.

“Often, in order too go from well-off to rich, the founders of the venture must take the firm public.  This type of financing creates significant wealth because it capitalizes earnings, at a multiple (the price earnings ratio).  ‘Going Public’ is done through an investment vehicle known as the initial public offering (IPO) and with the aid of an investment banker.”  “Entrepreneurship—Strategies and Resources,” (230).


Before “Going Public,” however, the firm should gain established awareness of the organization, preferably on a nationwide or at least regional basis to allow for a greater pool of educated investors who are actually personally familiar with the firm.


This awareness can be established through the creation of franchising agreements that increase the number of locations and create added exposure of the firm and its offerings in order to ensure the success of the IPO.


According to the text, “Entrepreneurship—Strategies and Resources,” “For many entrepreneurs and top managers of entrepreneurial companies, the process and event of going public mark the culmination of years of hard work, public recognition of success, and long delayed financial rewards.”  “Entrepreneurship—Strategies and Resources,” (230).


Going public too soon may result in the loss of control over the company or possible take over attempts. “Entrepreneurship—Strategies and Resources,” (233).


In conclusion, until such time that Rubio’s expands it organization beyond its 12 location presence in the San Diego area or introduces new distribution channels to include an area large enough to provide the level of awareness and interest necessary to support an IPO and sustained long term investment growth in the organization, Rubio’s should continue with its planned expansion of company-owned locations and remain a closely held family organization until expansion beyond the San Diego are occurs.  Alternatively, Rubio’s may focus its attention on expanding its channels of distribution.
(5) Should Rubio’s manufacture its fast-food products for distribution in non traditional outlets?
A minor wedge that partially exploits a market venture is that of creating or modifying  distribution channels for an existing product.  A major wedge would only be created by this situation if the product or service being offered is new or if there is parallel competition where there are others with the exact same product with only minor variations.  Source:  “Entrepreneurship—Strategies and Resources,” (92-96).

In this particular instance, if Rubio’s introduces its most popular item such as the Fish Taco as an offering to supermarkets and grocery stores, it appears unlikely that this would be a problem since Rubio’s apparently has the only Fish Taco product being marketed and sold as a prepared food, so parallel competition should not be a concern in deciding whether to utilize this strategy to add a distribution channel for Rubio’s products.

Also, some of the individuals that find the idea of a fish taco attractive may be individuals that prefer to purchase prepared foods in the deli or frozen foods case of a supermarket or grocery store rather than through a fast food outlet.

One of the issues explored in the text of the case “Rubio’s: Home of the Fish Taco,” is that of the nutrition aspects of Rubio’s products as well as fast food overall.  According to the case, “Although Rubio’s target market varies to some extent by store location, on the whole its market consists of young and middle-aged upscale professionals and students.  Members of these groups typically value their health and enjoy such social activities as the beach, athletic competition, musical entertainment, and dining out.  “Rubio’s: Home of the Fish Taco (427).

According to the book, Peak Performance Living, by Dr. Joel Robertson and Tom Monte, the personality described above that would likely frequent this type of restaurant is likely to crave protein rich foods including red meat, hard cheeses, eggs, poultry, etc.  “Peak Performance Living,” © 1997, Harper Collins (61).  Fish can actually  help to maintain the higher norepinephrine levels of these individuals and is also likely a popular choice for these individuals when dining out at Rubio’s.
At the other end of the spectrum are those who are generally more interested in dining out in intimate settings that are quieter with regard to the environment, etc.  These individuals, according to this text, tend to gravitate toward foods that boost both norepinephrine and dopamine including any type of fish, Tacos with beans, Tortillas with beans, Bean Burritos, etc. “Peak Performance Living,” (118-119).
Individuals who enjoy dining in a quieter setting also apparently are ideal candidates for Rubio’s products and may therefore purchase them in grocery stores and supermarkets and consume them at home rather than during visits to Rubio’s, especially during peak times of the day/year.  These individuals may visit fast food outlets less often even though they enjoy the foods serve there due to the need for a quieter atmosphere.

Based on the food products stated in the publication as being ideal for those individuals that are also more likely to visit Rubio’s less often even though they enjoy the foods served there, it appears that adding some of the products mentioned above as likely to be popular with these individuals would most likely increase the sales of Rubio’s products with only minor direct competition to its in store sales.

This group is also mentioned as likely beer and wine consumers so the novelty of the outdoor patio and the fact that Rubio’s serves alcoholic beverages may add traffic to the Rubio’s store environment due to the unique dining experience, especially if Rubio’s features imported beers and wines, etc. that make the dining experience somewhat unique.  “Peak Performance Living,” (54).  This is in contrast to the group mentioned above that is most likely to eat regularly at Rubio’s, which according to this publication, prefers hard liquor.  “Peak Performance Living, (62).

In conclusion,  the lively atmosphere of Rubio’s is likely muted somewhat by the option of the outdoor patio, so it is realistic to say that both groups would dine at Rubio’s, but that the group mentioned above as likely to visit Rubio’s less often would also be the group most likely to purchase its products at supermarket locations.  

This strategy, may, however, be reserved for a time at which Rubio’s reaches the maturity stage in the product life cycle.  It can be argued, however, based on the above data that this strategy could be utilized during the growth stage to gain additional business from consumers that would not choose the supermarket product in place of the restaurant, but instead in addition to visits to the restaurant. 

(6) Should Rubio’s centralize the preparation of some or all of its food products once the company reaches a specified number of outlets?

Rubio’s may want to centralize the preparation of some or all of its food products by market depending on the ability to maintain quality and freshness.  Switching costs may be high if the quality is not consistent on a supplier by supplier basis as well.

Additionally, intellectual property rights might be violated by suppliers who create similar products for competitors.

To fend off this problem, Rubio’s may want to create a joint venture that allows for its products to also be created by its supplier/suppliers for offerings in retail supermarkets (such as the sauce used to create Rubio’s famous fish taco.

(7) Should Rubio’s integrate its own sources of supply?


Due to secrets associated with recipes and products, Rubio’s may to some degree also decide to limit some of the integration of suppliers who may be preparing the same items with slight differences for others and due to ingredients obtained from a specific source, products sold to the competitor may therefore be similar.  This may simply be due to the use of the same ingredients but different recipes.


Uniformity of taste, however may override this concern if supplier choices are limited.  As mentioned above, Rubio’s may be able to allow its supplier to also sell its products at retail based on a joint venture with Rubio’s to prevent this type of problem.


Rubio’s might also be able to use a single item such as its sauce sold at the retail level to create awareness of the company in the minds of possible investors due to the opportunity for the addition of a distribution channel (if indeed other products Rubio’s makes aren’t going to be made available through retail grocery stores) for a popular item that will likely sell very well at the consumer level.


PAGE  
9

