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NOWHERE, HOWEVER, IS 

CHANGE MORE PROFOUND 

AND COMMONLY EXPERIENCED 

ACROSS THE HOSPITALITY 

INDUSTRY THAN IN REVENUE. 

Change. It would be hard to find a more appropriate word to describe what you, 
as a business owner within the hospitality industry, experience on a regular 
basis. Menus vary from one day to the next; chefs, baristas and waiters come and 
go, making it difficult to find long-term staffing solutions; and product offerings 
are often experimented with and expanded upon in the battle to innovate, meet 
industry trends, and establish differentiation from the competition.

Nowhere, however, is change more profound and commonly experienced across 
the hospitality industry than in revenue. Seasonal factors, the competitive 
landscape, changing consumer behaviour and the unpredictable nature of the 
economy are just a few elements that impact revenue in one way or another. 

As your business fluctuates according to the state of the market, flexibility is the 
key to ensuring long-term sustainability and growth. By the end of this white paper, 
you will know how to stay alive in the hospitality game, by ensuring key areas of 
your business remain flexible enough to deal with the constant changes that the 
hospitality industry brings. 

INTRODUCTION
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STAFF

Despite the Fair Work Commission’s 2014 review of the industry’s minimum wage 
in which penalty rates were lowered by 25%1, wages currently account for 25.7% of 
hospitality-industry costs2. In an effort to reduce these costs, more and more business 
owners are employing casual, rather than full-time, staff. The advantage of employing casual 
staff is that it reduces costs by way of you being able to adjust your staffing levels according 
to shifting demand, instead of paying for full-time workers who may or may not be required 
to handle the varying workloads.

In addition, considering the high staff turnover rate for the hospitality industry, it’s not 
surprising that many hospitality businesses struggle to find and retain good employees. 
Quite apart from its fluctuating impact on customer service levels, the cost of recruiting and 
training full-time staff can have a significant impact on cash flow and profit.

Fortunately, many people prefer casual work because flexible hours fit with their lifestyle. For 
employers, it means you need not have as many staff on shift when business is slow, and when 
you’ve a full house - during peak season, for instance - you can put more people on to meet 
demand.

It’s a win win!

The key to getting the staffing right in your business long term, is to stay flexible by bringing 
on casual staff to enable you to scale up or down according to market conditions.

1  Ferrier Hodgson’s 2015 Hospitality Insight Report

2  IBISWorld Industry Report H4511a Restaurants in Australia, July 2015, Lauren Magner.
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Your ability to adapt to economic changes is an ever-present factor in your success. 
Sometimes we don’t even see a downturn coming, e.g. the Global Financial Crisis of 2007-08. 
Even without an economic downturn of such mammoth proportions, smaller, more everyday 
economic glitches can leave many businesses struggling to maintain cash flow and meet their 
financial obligations. In the hospitality business, sometimes it’s wise to prepare for the worst 
and hope for the best, to ensure you’re ready to adapt to any eventuality.

That said, there are some predictable economic variations, as in the highs and lows of tourist 
season, or school and public holidays. Business owners who want to maximise profit (and who 
doesn’t?!) need to make every effort to implement sound cost controls, e.g. minimising waste, 
buying seasonal products, anticipating your staffing requirements, and so on. 

Remember to take the changes which come with the calendar and seasons into account when 
you’re forecasting your sales, expenses, and staffing requirements. For instance, February 
is the shortest month, with the fewest operating days. Depending on location, seasonality 
may play a big part in your revenue and staff requirements, particularly in popular holiday 
destinations like the beaches or the snowfields. In fact, 25 per cent of business owners in 
regional areas report their trade as seasonal, i.e. they receive 60 per cent of their income in a 
period of less than three months.1 In these situations, it’s even more important to think ahead, 
and adapt your plans accordingly, like putting aside some of the profits you make in the busier 
months to ensure you can cover costs when business isn’t quite so good.

In addition, buying meat and produce, as well as dry goods and liquor, etc. is one of the biggest 
expenses for hospitality businesses. Adapting your menu according to seasonal availability is 
a great way to tackle this financial challenge and reduce your outgoings wherever possible, as 
is avoiding bulk buys of food which may convert to unnecessary waste if not used before its 
expiry date.2

1  Ferrier Hodgson’s 2015 Hospitality Insight Report

2  IBISWorld Industry Report H4511a Restaurants in Australia, July 2015, Lauren Magner.

ECONOMY AND SEASONAL FACTORS
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Given the amount of new and existing hospitality outlets, the industry can be categorised 
as highly fragmented – mostly made up of small businesses which employ fewer than 20 
people. In fact, in Australia there are relatively few hospitality businesses that employ more 
than 100 people1. In addition, the standard of service and offerings has never been higher, 
and the speed of the changing trends in customer expectation can sometimes seem like a 
blur. As a result, competition is fierce. There are ways, however, to stay competitive – and it 
all comes down to staying flexible.

The best approach is to never let your guard down when it comes to identifying your 
competition, determining their strengths and weaknesses, and pinpointing how you are 
different. Once you’ve established this, you’re ready to tailor your offer to counter your 
competitors’ strengths ahead of time, in an attempt to ensure your customers don’t go 
elsewhere. You might find you need to change your menu items in order to offer customers 
the flavour sensations that will entice them away from your competitors. If so, consider your 
equipment requirements. Have they changed too? Can you access the finances required 
to update your kitchen equipment? Does your rental or leasing agreement allow you to 
upgrade or return? Similarly, your competition might install more efficient point-of-sale 
technology which means they can deliver faster, more reliable service. To stay competitive, 
you might need to look at installing technology of your own. Sure, it will mean a steep 
learning curve but staying flexible is all about being prepared to change according to the 
demands of a competitive landscape.

Remember, the hospitality business is tough, and there will always be new players entering 
your market. You need to be able to be flexible in order to maintain your customer foothold. 
Unfortunately, if you stay still for very long, you risk being left behind.

1  Ferrier Hodgson’s 2015 Hospitality Insight Report

COMPETITION
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It’s inevitable that your business will be impacted by the economy, the seasons, or shifting 
consumer trends. Fitting out your café or restaurant with the right equipment is one of the biggest 
expenses you’ll have when starting your business and in order to stay ahead of the competition, 
it’s imperative you continue to invest in the right equipment to meet changing trends and ensure 
your back-of-house is running efficiently, keeping your customers happy and coming back time and 
time again. As your business changes, so will your equipment requirements. So while purchasing 
equipment is an option, it also means you’re stuck with it, whether you like it or not. It is also a very 
large investment and eats into your cash flow. To allow for greater flexibility, there are other choices 
available to you. These include renting and leasing. Both allow you to save your capital and keep your 
options open.

Renting

Renting your equipment means you won’t have to outlay a huge lump-sum, and that means you can 
hold onto your savings for other important expenses. It also allows you to work out if the equipment 
you have is right for you by renting it initially.  Plus, if you choose a rent-to-buy solution, you will have 
the added benefit of being able to decide whether or not to purchase your equipment at the end of 
the agreement at a reduced cost.

A hospitality equipment rental company like Silver Chef, is faster and easier to deal with than the 
banks, will require far less paperwork and evidence than applying for a bank loan, and you won’t have 
to put your house on the line as collateral!

Renting allows you to try the equipment first, and change it if you need something different. Another 
key benefit to renting is that nothing is recorded on your balance sheet – which means it won’t affect 
your ability to borrow in the future.

Silver Chef funding solution is a perfect example of how the right financing package can give you the 
flexibility you need to adapt your business to both your customers’ tastes, consumer trends and the 
shifting economy. You can rent the equipment initially while you work out if the equipment is right 
for you.  You can then purchase the equipment any time, upgrade any time, or just keep on renting. It 
means you know exactly how much money you’re using each week to manage your costs and you can 
return any equipment you don’t need at the end of the 12 month agreement without incurring any 
penalties, or change to a long-term rental option at 12 months, and work towards ownership of the 
equipment. 

EQUIPMENT
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Some key differences between renting and leasing

This table compares the Silver Chef Rent-Try-Buy® Solution to a traditional leasing situation.

Rent-Try-Buy® Traditional Leasing

Minimum term 12 months 3-5 years

Tax deductible payments Yes
On Interest portion and 

Depreciation of asset

Off balance sheet Yes No

Upgrade anytime Yes No

Purchase anytime Yes Yes (may incur penalties)

Payments Weekly Monthly

Here’s an example of one Silver Chef customer experience:

“Sam opened his first café in the CBD and needed to fit it out. He was struggling to get all the finance 
he needed. He had no business industry experience and, as a result, had heard the banks wouldn’t 
touch him. He’d also heard about Silver Chef’s funding option, how quick the application process 
was, and how easy they were to deal with. He had his sights set on getting a large pizza oven and 
promptly signed a 12-month agreement with Silver Chef to supply it. He received the equipment, but 
it turned out he didn’t end up using it at all, largely because his customers were mainly office workers 
who didn’t have time to wait for pizza during their lunch breaks. Instead, they preferred good coffee 
and meals on-the-run. He changed his menu to suit their tastes and got a new coffee machine with 
Silver Chef’s help, but it meant the pizza oven would sit dormant and take up space. Fortunately, 
the equipment funding agreement allowed him to return the pizza oven at the end of the first year 
without any penalty.”

Leasing

Leasing is a slightly different funding option to renting because it offers less flexibility and 
requires a longer minimum term. One of its advantages, however, is that the weekly payments 
are generally lower because it’s over a longer term. Typically a minimum term for leasing is 
around three to five years and, the price of purchasing the leased equipment is determined by 
the length of the lease term.

Another of the advantages of leasing is that your interest rate and repayments are fixed, 
which is useful for budgeting and managing cash flow. Once you enter into a lease agreement, 
however, payments are locked in for the term of the agreement. Cancelling early usually 
results in penalty charges. Assets financed through traditional leases generally sit on your 
balance sheet and may affect your equity ratio. This ratio is important if you are applying for a 
bank loan. 
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Buying premises for your hospitality business is a major, long-term 
commitment. If you decide to expand or downsize and want to move premises, 
owning might not be the best option for you – not unless you’re comfortable 
with going through the sales and purchasing process. Of course, it all depends on 
your specific requirements and where you are in your business journey, however, 
many new business owners start by leasing, giving them time to establish a strong 
customer base and reputation before taking the plunge into the world of the 
commercial mortgage.

By leasing instead of buying, you will also be able to put some capital aside for any 
fit-outs or refurbishment (remember to establish what your landlord will and will 
not allow you to do before you sign any agreement), as well as the all-important 
marketing aspect of your business. Additionally, if worse comes to worst and things 
don’t go according to plan, it will be easier to cut your losses and make your exit 
without having to overcome any financial or legal issues.

Once you’ve built up your business, you might want to move to larger premises or 
expand to a second, or even third, site. At this stage, you will be in a much better 
position to bargain with the banks, and you’ll have the added advantage of being 
able to negotiate a fixed mortgage. You’ll then know exactly how much you will 
need to set aside each month to pay off your debt and eliminate concerns about 
unexpected rent hikes.

Owning your premises also has another obvious up-side - it means you don’t have 
to ask your landlord for permission to make changes to the property, although you 
will, of course, need to ensure you adhere to all legislative requirements and attain 
the relevant council approvals.

PREMISES
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To be successful in this or any business, you need to be flexible to adapt your product 
offering to different trends in your sector and the hospitality business as a whole. 
Watch for information about shifting dining preferences and consumer behaviour in 
trade magazines, print publications, television shows, the Internet or anywhere else you 
get information. Always keep an eye on your competition. Here are some of the latest 
trends from 2015.

Health matters!

Australians are becoming increasingly concerned 
with the nutritional content of what they eat, 
with many making a concerted effort to choose 
healthier options. An abundance of information 
on clean eating, paleo diets and super foods has 
made its way into mainstream media and social 
acceptance1. For business owners, this means 
keeping a close eye on which of your products 
sell the best, or look to diversifying your menu 
to include some healthier options. Why not run 
a promotion asking for your customers’ valuable 
feedback in exchange for a discount or freebie?

The health trend is forecast to continue, but it’s not just food undergoing an overhaul 
in venues Australia-wide. Our habits are also expected to shift towards more outdoor 
activities, eating healthier and consuming less alcohol.2

Back to basics

On the whole, Australians are becoming increasingly fascinated by where their food 
comes from and the techniques used to process it. The sustainable eating philosophy 
has garnered mainstream acceptance, sparking a myriad of speciality venues to pop up 

1   Eat Drink Paleo | Delicious Paleo Recipes for Everyone. 2014. Eat Drink Paleo | Delicious Paleo Recipes for 
Everyone. [ONLINE] Available at http:// eatdrinkpaleo.com.au/. [Accessed 31 August 2014].

2   4307.0.55.001 - Apparent Consumption of Alcohol, Australia, 2012-13. 2014.4307.0.55.001 - Apparent 
Consumption of Alcohol, Australia, 2012-13. [ONLINE] Available at http://www.abs.gov.au/ausstats%5Cabs@.
nsf/mediarelea sesbyCatalogue/8EC1516064FDA974CA25772F001F6C69?Opendocument. [Accessed 31 
August 2014]
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on the scene and encouraging established businesses to expand their food and beverage 
offerings to accommodate. As technology progresses and lines of communication open, 
consumers can now literally read about the specific farm that produces the milk they 
drink3. And guess what, they love it! Using locally sourced, seasonal ingredients will 
definitely score you brownie points with your customers.

Bye bye beer

Australia’s ageing population (with older 
citizens typically consuming less alcohol) has 
seen a palpable shift in attitude towards alcohol 
consumption. 

According to the Australian Bureau of Statistics, 
beer consumption has been falling for the better 
part of a decade, now reaching its lowest recorded 
levels in more than 60 years. This trend is forecast 
to continue as consumers show preference for 
quality products and a diverse offering.4

Food on the move

The food truck revolution has taken over in many cities around the world, and is starting 
to get a firm foothold on Aussie turf. Brisbane, Sydney, Melbourne, Canberra, Perth 
and Adelaide have all jumped on board this trend, with mobile vendors popping up 
everywhere.5

This trend is predicted to continue, particularly as operators vie for a limited number of 
premium locations. Mobile food vans are still considered a niche market in Australia at 
the moment, and offer operators more freedom to experiment with food menu options 
and locations. Another great benefit, of course, is that your rent costs a lot less!

3   More Australians shopping for fresh vegetables at farmers’ markets, ‘local’ food trend grows | Australian Food 
News. 2014. More Australians shopping for fresh vegetables at farmers’ markets, ‘local’ food trend grows | 
Australian Food News. [ONLINE] Available at:http://ausfoodnews.com.au/2014/03/24/moreaustralians-
shopping-for-fresh-vegetables-at-farmers%E2%80%99-markets%E2%80%98local%E2%80%99-food-trend-
grows.html. [Accessed 31 August 2014].

4   Market Research Reports & Analysis | IBISWorld AU . 2014. Market Research Reports & Analysis | IBISWorld AU 
. [ONLINE] Available at http://clients1. ibisworld.com.au/reports/au/industry/industryoutlook.aspx?entid=448. 
[Accessed 31 August 2014].

5   The Food Truck Scene | Le Cordon Blog. 2014. The Food Truck Scene | Le Cordon Blog. [ONLINE] Available at: 
http://www.le-cordon-blog.com.au/thefood-truck-scene/. [Accessed 31 August 2014].
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Staying flexible involves embracing new technologies that improve productivity and efficiency. 
That’s where Point of Sale (POS) technology really comes into its own.

POS systems can range from simple cash registers to fully automated computer systems that utilise 
handheld ordering tablets and other devices. These types of systems have many advantages. They are 
fully configurable, meaning you can add a new menu item with ease; they allow you to manage your 
cash, accounts and inventory better because of the built-in detailed reporting function; and they’re a 
great way to keep track of staff and hours. With the added capability of menu integration, POS systems 
even allow your patrons to customise and order at the table.

Also bear in mind that POS systems are evolving all the time. Do you really need a computer or can 
embracing emerging technology alternatives, e.g. iPads, deliver the same or better outcomes?

If you can’t quite afford to spend money on a POS system just yet, you might like to look into renting, or 
buying a good system second-hand. For instance, Silver Chef offers superior Certified Used equipment, 
including outstanding second-hand POS systems, for your restaurant, café or catering business, at 
some of the industry’s best prices.

Other technologies which can improve both the customer service experience and your in-house 
efficiencies include mobile phone payments, Tap N Go, Clipp, and PayPal.

Finally, more and more people are turning to the internet to order takeaway or make a reservation. 
This can be done through companies such as Dimmi, Bookarestaurant and Obee, whereby you embed a 
widget on your site that allows customers to easily reserve a table. The biggest supplier of this service 
globally is OpenTable, with 20% of all US diners seated through their platform. The service is not 
currently available in Australia though.

Are your website and processes ready to take on the new generation?

TECHNOLOGY

ABOUT SILVER CHEF

Silver Chef has provided flexible funding to its customers in the hospitality industry for 30 
years. Since the company’s inception in 1986, thousands of customers have been given the 
help they need to fulfil their hospitality dreams.

We work with small start-ups, takeaway shops, cafés, large restaurants and hotels looking to 
renovate or expand. The flexibility in our offering allows you to preserve your much needed 
cash flow, and enjoy the freedom to run your business the way you intended.

Silver Chef Limited is a public company, listed on the Australian Stock Exchange since May 
2005. It currently operates in Australia and New Zealand under two brands.

Silver Chef’s unique Rent-Try-Buy® model provides flexible hospitality equipment funding 
based on its customers’ individual and business potential.

M A S T E R I N G  F L E X I B I L I T Y   I N D U S T R Y  W H I T E  PA P E R  |  PAG E  1 1


