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INTRODUCTION
Retail stores are not alone in reinventing 
themselves. Restaurants are also looking 
at what’s working and what needs to be 
changed based on consumers’ shifting 
habits. Virtual kitchens, commonly known 
as cloud or ghost kitchens, are stripped-
down commercial cooking spaces with 
no dine-in option. Functioning as hubs 
for online delivery and catering orders, 
they circumvent the need for costly 
culinary buildouts in premium locations. 
An increasing number of restaurants are 
considering the virtual kitchen model, 
as delivery, catering and carryout are 
growing in popularity and revenue share. 

As prime real estate becomes less 
necessary for restaurateurs, there is 
likely to be a reallocation of space to 
accommodate delivery and catering 
facilities as well as fleet vehicles.
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Let the Hunger 
Games Begin
Food Service Delivery Takes a Bigger 
Slice of the Pie 
2019 is the year of the ghost kitchen, 
symbolizing major growth in the food 
service delivery market. According to a 
report by Adroit Market Research, the 
online food delivery market is a $34 
billion industry and is projected to reach 
$90.1 billion by 2023 globally. 

Back in 2013, delivery orders accounted 
for 6.1% of total food service spend 
– and most of this was confined to 
traditional fast-food segments such 
as pizza. Last year, delivery orders 
accounted for 7.6% of spend, with many 
more delivery services taking place in 
the full-service food service segment. 
By 2022, we forecast that food-service 
delivery will account for 8.9% of all food 
service spend. Over the 10 years from 
2013 this represents 62.5% growth.

Full-service delivery is the new 
battleground
Thanks to a variety of new apps and 
delivery providers such as DoorDash, 
Grubhub and Uber Eats, it is easier for 
consumers to order full-service meals. 
These apps are used by quick service 
restaurants (e.g.  McDonalds, Taco Bell, 
etc.) as well as full-services restaurants. 
Some quick service restaurants have 
developed their own apps because of 
the volume of transactions. For example, 
Domino’s Pizza has a proprietary app 
and hires their own delivery drivers to 
maintain quality and control. To stay 
relevant, restaurants will need to rethink 
how they offer convenience by way of 
delivery to their customers. The ghost 
kitchen provides an alternate solution 
to easing the pressure of managing 
production for in-house dining by 
focusing solely on the fulfillment of 
customer deliveries. 

Over the next five years, the spend on 
delivered meals from quick service 
restaurants will grow by 29.3%. 
The equivalent spend at full-service 
restaurants will grow by 40.2%.

Proportion of U.S. food service sales which are 
made via delivery
Source: GlobalData food service market model

Value of the U.S. food service delivery market broken down by quick 
and full service restaurants
Source: GlobalData food service market model

TOTAL VALUE 
2013: $24.8 billion 
2022: $48.8 billion 

Growth: +62.5%
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Quick-service restaurants:
Value of delivery market

2018: $25.7 billion 
2022: $33.2 billion 
Growth: +29.3%

Full service restaurants:
Value of delivery market

2018: $11.2 billion 
2022: $15.7 billion 
Growth: +40.2%
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Easy and Affordable – Time Scarcity/Efficient and Effective 
Many consumers feel time-poor because of long working hours 
and commutes, family responsibilities and active social lives. They 
therefore seek out convenient products and services, to make the 
most efficient and effective use of their scarce resource. These 
two trends are key drivers of growth in the delivery sector, with 
consumers increasingly relying on these services to save time.

Evolving Landscapes – Demographic shifts 
Increasingly busy lifestyles are driving demand for quick and easy 
meal solutions both in-home and out-of-home. Aggregator sites 
and delivery-focused operators’ value proposition taps into feelings 
of time-scarcity in dual-income households and appeals to younger 
consumers seeking novelty and variety.

 

Smart and Connected – Hyper-Connection 
In an increasingly technology-enabled society, consumers 
seamlessly integrate the use of multiple technologies into their 
buying behavior. This extends to aggregators and delivery-focused 
operators such as Postmates, Uber Eats and Domino’s, with their 
online platforms, mobile apps and user rating and review systems.

Comfort and Uncertainty – Cocooning
The cocooning trend reflects consumers’ need to spend 
more time at home and increases their desire to have out-
of-home experiences within the comfort of their own homes 
(‘insperiences’). Although this drives more budget-pressed 
consumers to cook their own meals from scratch, the cocooning 
trend also fuels strong growth in delivery takeaway among time-
conscious consumers seeking ultraconvenience and a restaurant-
quality meals without hassle.

What Consumers Want
Identifying the Key Drivers in the Meal Delivery Boom…
Consumers find it more convenient to order food for delivery than carryout and are drawn to the new online 
food-delivery platforms.  

Taste, Speed and Quality 
Taste tops the list of 
considerations when consumers 
are choosing food delivery. 
Online reviews can make or 
break a business and 35% of 
diners said they are influenced 
by online reviews when 
choosing a restaurant, as stated 
by Toast.  

Speed of delivery takes second 
place, with an optimal wait 
time no more than 60 minutes 
according to McKinsey & 
Company. The need for speed 
puts pressure on restaurants 

to turnaround orders quickly 
without compromising on 
quality: something that can be 
difficult when trying to manage 
the demands of a kitchen 
from in-restaurant diners. 
Quality of food is a major 
factor when it comes to online 
ordering for delivery and can 
help consumers select one 
restaurant over another. Cost 
trails in fourth place, as delivery 
diners are consciously aware 
and prepared to pay extra for 
the convenience. 

Key Consumer Trends Fueling the Food Delivery Market
Source: GlobalData Insight

What’s important to consumers when getting meals delivered? 
Source: GlobalData consumer panel (U.S. consumers who have 
restaurant food delivered to home at least once a month, n=1,295)

RESPONSES %

Taste of the meal 89.6%

Speed of the service 73.4%

Quality of the food 72.6%

Cost of the service 70.1%

Professionalism of delivery staff 64.2%

Packaging and presentation 55.0%
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How Supermarkets are Pivoting 
to Compete for Convenience
The Rise of Meal Kits

Overall, 59.1% of those who regularly 
order meals for delivery (or carryout) 
are conversely spending less on food 
from grocers and supermarkets. 
Saving time is likely a key factor, as 
home prepared foods are replaced by 
restaurant deliveries. As a result, food 
brands and supermarkets are working 
to win some of those dollars back by 
providing convenient solutions such as 
meal kits and on-the-go food options. 

The U.S. meal kit market size is 
projected to reach $14.2 billion by 
2025, according to a report by Adroit 
Market Research. Frontrunners 
in the meal kit delivery segment 
—  services like Hello Fresh, Plated 
and Blue Apron —have taken an 
increased share of the market, offering 
customers easy and convenient 
ways of cooking food in less time. 

Major grocers, such as Walmart and 
Meijer, are building automated mini-
warehouses inside their stores and 
opening “dark stores,” which are 
locations that look like supermarkets 
but are closed off to consumers, to 
make deliveries and prepare pickup 
orders. Albertsons and Stop & 
Shop are testing automated “micro-
fulfillment centers,” partnering with 
logistics companies to maximize 
space in-store and expand online 
options. Micro-fulfillment centers 
save groceries delivery costs as 
they provide an advantage over 
large, centralized warehouses often 
located in rural and suburban areas 
far away from retail corridors. As 
the delivery trend grows, we predict 
traditional food and grocery players 
will feel the pressure to compete.

What has been the impact on your total spend at grocers and supermarkets as a result of 
having meals delivered? 
Source: GlobalData consumer panel (U.S. consumers who have restaurant food delivered to home 
at least once a month, n=1,295)

5.2%
8.6%

27.1%

39.4%

19.7%

Spending a lot more Spending a bit more Spending about the same Spending a bit less Spending a lot less
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Rise of Food Delivery  
Ghost Kitchens: Problem or Solution?

While meal delivery has increased 
demand for restaurants, it has also 
created issues and concerns – mainly 
because many businesses are not 
configured or geared up to cope with 
the extra orders. The main concern 
comes from the unpredictability of 
delivery orders, which can make it hard 
for kitchens to cope. When that demand 
gets high, operators have a very 
difficult time keeping up. 

Operators are also concerned about margins and profitability. 
The most common way to manage delivery is with 
commission-based delivery apps that lean toward partnering 
with restaurants for an incremental share of the profit. 
Delivery apps typically charge operators between 15% to 
30% of the order total as part of commission fees, putting a 
lien on restaurants’ already thin profit margins. In the future, 
we may see the sector filter down as economics come into 
play. 

Some ways of managing margin pressures include: pushing 
up delivery costs, moving to dark kitchens or shared spaces, 
creating a more cost-effective packaging, reducing waste 
from deliveries by improving quality with better packaging 
including temperature control, and implementing variable 
delivery charges for low/peak hours.  
 

Ghost Kitchens: Problem or Solution? 
Restaurants are Receptive to Ghost Kitchens

As counter-service brands wrestle with rising rents (and 
shrinking margins), some are ditching the dining room 
experience altogether and buying into the virtual kitchen 
model. Some restaurants are receptive to ghost kitchens 
– 80.6% of operators view ghost kitchens as a necessary 
solution as delivery becomes the norm.  

Despite the potential, most restaurants interested in ghost 
kitchens never mention cost savings. Rather, it appears to 
be an opportunity to alleviate the demand of delivery for a 
specific location, or where chains are concerned; tapping 
into a new market. However, they are less sure about 
those operated by third parties than they are about those 
they operate themselves. Most operators would need to be 
convinced of operational standards and procedures at third-
party kitchens before they even think about using them.

RESPONSES % AGREEING
Unpredictable demand putting extra pressure on kitchen 84.9%

Not being able to cope with higher demand in kitchen 78.1%

Lower margins from delivery products 68.5%

Lack of control over how food is treated/handled by delivery firm 58.9%

Kitchen/facilities not designed for preparing delivery meals 56.2%

Restaurant becoming crowded with delivery firms collecting meals 49.3%

Staff not trained to prepare or cope with delivery meals 39.7%

Higher levels of dissatisfaction/complaints from delivery diners 32.9%

Operator concerns regarding food/meal delivery: what concerns do you have regarding meal delivery? 
Source: GlobalData U.S. food service operator panel (n=73)

In principle, would you be happy to use a ghost or dark kitchen for delivered meals? 
Source: GlobalData U.S. food service operator panel (n=73)

OPERATED BY A THIRD PARTY

12.3%
17.8%

39.7%

16.4% 13.7%

Very happy Happy Neutral/not sure unhappy Very unhappy

SELF-OPERATED

26.0%

43.8%

16.4%

9.6%

4.1%

Very happy Happy Neutral/not sure unhappy Very unhappy
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Ghost Kitchen Numbers will Grow

Kitchen United, a major player in the 
ghost kitchen niche, has received $50 
million in funding from Alphabet’s 
Google Ventures over the past two 
years (Restaurant Business) and is 
aiming to open 10-15 facilities by the 
end of 2019 and around 400 facilities 
over the next five years. About 
two-thirds of restaurant operators 
believe that the number of ghost 
kitchens will increase over the next 
five years; with only 14% convinced 
that that there will be fewer ghost 
kitchens than there are today.

How do feel the number of ghost kitchens will change over the next five years? 
Source: GlobalData U.S. food service operator panel (n=73)

RESPONSES %

Much more than now 19.2%

A bit more than now 42.5%

About the same as now 24.7%

A bit less than now 9.6%

A lot less than now 4.1%
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Q&A with  
Stephen O’Brien

Ghost Kitchen=
Dark Kitchen=
VIRTUAL KITCHEN

Millennials and Gen-Z are the driving force behind the shift toward 
digital ordering and delivery, as eating-in becomes the convenient norm 
to curb spending of both money and time. Five years ago, delivery 
represented 6.4% of sales revenue for restaurant operators and by 
2022, it is forecasted to represent 8.9% of total revenue. In the next 
three years, restaurants’ delivery sales are projected to grow at more 
than three times the rate of on-premises revenue through 2023. Full to 
quick-service restaurants are analyzing the foot traffic versus delivery 
to determine where to concentrate their energy, with many drifting 
away from in-dining to meet the supply and demand for delivery. 

Fooda, a workplace food service operator provides restaurant-based 
meal services to office buildings. “Our solution intended to make a 
dramatic change to the food service world and corporate dining in 
general, with a much-needed update to elevate the corporate cafeteria,” 
said Stephen O’Brien, vice president of Enterprise Sales, Fooda. 

Conceptualized as a way to combat menu fatigue in corporate 
commissaries, Fooda creates pop-up experiences with local restaurants, 
leveraging traditional and ghost kitchens to curate satellite mobile dining 
solutions. Fooda selects sites within a 2.5-mile radius of concentrated 
delivery regions, sourced from unused corporate or commercial kitchen 
leases. They then actively recruit restaurants with a proven brand 
recognition to participate in a rigorous boot camp that includes menu 
modeling and pricing strategies before adding them to the Fooda directory. 

Restaurateurs interested in investing in a ghost kitchen must consider 
the societal shift toward delivery as a convenience and how it impacts 
their overall business. While managing a ghost kitchen does eliminate 
some cost, operators will incur additional expenses to integrate delivery 
platforms and alternative serving methods to their business model. Some 
operators create a proprietary delivery platform while others partner 
with existing in-app platforms like UberEats, DoorDash, etc. Hospitality 
restaurant groups like Let Us Entertain You in Chicago and The Patina 
Group in New York are well-suited for ghost kitchens as their restaurant 
portfolio includes multi-ethnic and multi-branded regional concepts to 
satisfy the diverse customer palette. Quick-service restaurants like  
Chik-fil-A, Sweetgreens and Wendy’s are also dabbling 
in the ghost kitchen space, testing delivery and catering 
options with simpler menus and smaller spaces.

 Operators have 

to pivot, adapting 

to how society has 

changed the way 

they eat,” 
shares  
STEPHEN O’BRIEN,  
Vice President  
of Enterprise Sales,  
Fooda. 
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CONCLUSION
Earlier this year, we predicted Alibaba’s 
disruption to retail and its potential to 
influence brand innovation. The most 
notable results have been in the restaurant 
and food service vertical. As consumers 
become busier than ever, they are actively 
seeking brands and services that create 
ease in their everyday lives. Food delivery 
is expanding beyond the traditional kitchen 
through automated technologies, virtual 
restaurants and ghost kitchens. The food 
revolution will continue to grow as new 
social behaviors evolve. 

Have a favorite food experience you want 
to share? Join the conversation online and 
follow me on LinkedIn (Anjee Solanki) or 
Twitter (@AnjeeSolankiCRE) for regular 
updates and musings about commercial 
real estate and the retail industry.
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