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With more and more businesses than ever 
competing for consumer dollars, the hospitality 
industry is rife with competition. 

Restaurants today need to innovate to remain 
profitable, however many are finding this difficult 
to achieve. This guide aims to provide you with 
quick tips to help your restaurant adapt to 
changing market conditions, and have the best 
chance for ongoing success!

Welcome



A guide on profitability and 
business success.

In this section, we look at the average restaurant 

cost structure, so you can see how your business 

stacks up.
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Understanding your cost structure is an essential 

part of running a successful (read: profitable!) 

business. This is of particular importance in the 

hospitality industry, where there are so many 

variables that need to be taken into consideration.

With each restaurant, there are unique costs that 

must be factored in making it difficult to know if 

you’re hitting the right targets. Before any steps can 

be taken to increase your restaurant’s profitability, 

you need to know how your business compares.

Below is a rough guide of how revenue is generally 

split in successful hospitality businesses.1
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FOOD & BEVERAGE

As the single largest cost in the business, dry 

goods, fresh produce and beverage purchases 

account for approximately 35% of costs.

It’s easy to see why this is an area that many 

businesses struggle with. Later on, we will discuss 

some strategies that can help you maximise profit 

and reduce wastage.

RENT/MORTGAGE PAYMENTS

Whilst it would be great to never have to pay rent 
or mortgage payments, the sad truth is that for 
most businesses in the industry, this takes up 

around 10% of costs. As one of the more difficult 
costs to control, we would recommend you seek 

professional advice on how best to negotiate 
your commercial lease terms, the next time your 

renewal rolls around.

WAGES

As the second largest expenditure at 25%, staff 

costs are another hefty, but unavoidable element 

in your budget. 

This incorporates costs such as wages, 

superannuation, penalty rates, WorkCover, and 

any other expenses involved in keeping your staff 

on the ground. As the fastest growing costs in 

the hospitality industry, it’s more important than 

ever to have your staff working to the best of 

their ability. Look out for more tips later on in this 

guide on how to manage your staffing budget.
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PROFIT
The end game for every business is profit. But the 
reality is, profit is becoming harder and harder to 
achieve in the hospitality industry. Reports show 

businesses are more likely to absorb growing 
ongoing costs rather than passing them on as 

price increases, for fear of driving their customers 
away. Profit levels are trending down due to this, 

currently sitting at around 7%.

So what can you do about it? Read on to find out!

OTHER 

Administration and miscellaneous running costs 
are one area of the business that can be easier 

to manage. These costs cover things such as 
insurance, utilities, breakages, accounting, waste 

management, and other general expenses of 
running the business. They can be surprisingly 

high, and at 16% on average, these costs are one 
of the highest for business owners. Tips on how 
to reduce some of these miscellaneous costs are 

included later on in the guide.
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In order to remain competitive, 
you’ll need to stay up-to-date.

Keeping in the loop of things such as legislative 

changes, not only will ensure that you are abiding 

by the law, but will also make sure you don’t get 

stung with an unforeseen cost later down the track.

Perhaps not as official, but just as important, is 

the need to stay on top of industry trends and 

forecasts. Here are a few key insights into the 

industry in 2015.2
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CONSUMER SPENDING PER 
MEAL IS DOWN3 

The relative proportion of discretionary 
income that the general Australian population 
is spending on eating out per meal is trending 

down. This means that a lot of high-end 
restaurants are beginning to compete for 
the traditional clientele of casual dining 
establishments, and as a result, they are 

needing to lower prices to compete. 

Therefore, medium-priced restaurants are 
likely to see more competition for their 

consumer dollars, so if you’re among them, 
you should be putting your best food forward!

CASUAL DINING 

Traditional casual dining restaurants are also 
facing more competition as the trend for 

higher quality food matures. Pubs, cafes, and 
taverns are figuring this out and adapting 

quickly, rebranding as ‘gastropubs’ to meet 
these consumer perceptions.4 

Since medium-priced establishments account 
for the largest portion of consumer dollars 
spent every year, it is clear that everyone 

wants to have a piece of the consumer pie, 
making the sector more cutthroat than ever.

INCREASED COMPETITION

Over the past five years, despite the high business failure rate, there are more operators than ever in the 
industry, with estimated figures at around 35,000 businesses.5 As a result of this, establishments need to 

implement stricter cost controls and optimise business processes in order to maximise profits and remain 
competitive. But don’t think the boom is over yet! Tips are on industry popularity soaring in the next five years6, 

so plan now to keep your business going. 



Identifying your market is 
one of the most important 
things you need to do as a 

restaurateur.
Is it families? Higher income couples? Gen Y? 

Each restaurant will answer this question 

differently, and it’s got as much to do with your 

venue as it does with the surrounding area. 
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DON’T MAKE ASSUMPTIONS

It’s important for long-term restaurant success 
to look at the overall state of your restaurant’s 

clientele – and not to make assumptions 
based on who you’d like your clientele to be. 

What is their socioeconomic background? 
Is it a family area? These types of questions 
will help you hone in on who your realistic 

target clientele is, and you can then work on 
crafting an offering that resonates with that 
audience with respect to price, food, service, 

and atmosphere.

KNOW WHAT THEY WANT

Once you’ve nailed down your target market, 
you can then look at other consumer trends. 

One major trend to be aware of is people 
integrating eating out into their daily routines 
more often, but not spending as much during 

each dining experience.7 

Consumers are looking for cheaper options 
where they can; and due to this, consumption 

of premium alcohol is trending down, as 
consumers try to make their dollar go further 
by favouring local, more affordable options.8 

Capitalise on this trend by ensuring you’ve got 
a killer local wine list!

PROVIDE SOLUTIONS TO THEIR NEEDS

Consumers are being more health conscious than ever and there is a growing expanse of healthy food trends 
in the foodie subculture. We’ve all seen the rise in popularity of Paleo diets, raw food, as well as vegan and 
gluten free options. This shows an overarching awareness of consumers about their overall health, and the 
success of many of the franchises adopting these options is proof this trend is gathering momentum. Whilst 

nobody would suggest to change your offerings completely, adapting your menu by adding some healthy 
options to suit the growing health conscious consumer, will likely pay dividends.

“Not everyone is your customer.”
- Seth Godin, Marketing Author & Entrepreneur.



Reducing your running costs 
is fundamental to restaurant 

profitability.
Many a restaurateur will tell you it’s not as easy 

as it appears. As we’ve previously discussed, with 

increased market competition, it’s becoming 

harder for businesses to stay afloat, and effectively 

controlling costs will be one of the key ways that a 

business will be able to remain successful during 

the next five years. Here are some of our top tips.
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TAKE CARE OF YOUR 

By making sure your equipment is regularly 
serviced, you can ensure you get the most 
from your equipment. Look at getting air 

conditioning and fridges serviced each year 
coming into summer. This will help them run 
more efficiently (read: cheaply!) and will also 

help to avoid any breakdowns, especially 
when it’s hot outside when there is more 

stress on the system.

SHOP AROUND FOR DEALS 
ON YOUR UTILITIES

Often commercial utilities hurt the business’ 
bottom line, and it can be difficult to lower 

running costs when certain appliances need 
to be on for a good portion of the day, for 

example fridges, air conditioning and kitchen 
exhaust fans. Try shopping around for deals 

with other gas and electricity providers to see 
what offers they can make. 

EQUIPMENT AND FIXTURES

FIND THE RIGHT FINANCE OPTION

If you’re just starting up, make sure you investigate your options when you look to get your equipment, as 
there can be many implications to your running costs. This doesn’t just apply to new start-ups; even established 

businesses need to replace equipment now and again. 

Renting is a great way to go, as it is counted as an operational cost instead of an expense liability, not to mention 
you can claim 100% of the rental payments as a tax deduction. 

Silver Chef’s Rent-Try-Buy® financing solution is a good option, as it frees up your capital and has flexible terms, 
so that if the piece of equipment you choose turns out not to be right for you, you can return it after 12 months.

“As a restaurateur, my job is to basically control  
the chaos and the drama. There’s always going  

to be chaos in the restaurant business.”
- Rocco DiSpirito, New York-based chef.
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ASSESS YOUR LIGHTING 
NEEDS

Look at your lighting systems – do you need 
incandescent lighting? Lighting is a major 

contributor to running costs in the hospitality 
industry, so it pays to be savvy and assess 

your options. 

There are many lighting options (such as 
LED bulbs, T-8 fluorescent light systems and 

compact fluorescent lamps) that reduce 
running costs, and last longer than traditional 
lights. Give your electrician a call to find out 

what might work best for you!

ENCOURAGE FLEXIBLE 
STAFFING ARRANGEMENTS

If you haven’t already, consider a move more 
towards casual employment arrangements 
with floor staff – this allows more flexibility 
and will be an integral part allowing your 

business to manage one of the costs more 
important to profit margins. Just be careful 
to remember the human side of employee 

management - you don’t want to lose 
employees because their shifts keep getting 

cut! Incentive programs have been found 
to be a good way to not only encourage 

employees to work to a high standard, but 
they can also help employee retention as well 

- more on this later! 

AUTOMATE PROCESSES

Are there a lot of processes in your business that require manual execution? You might be spending more on 
staff than you really need to as a result. Doing an audit of all of your daily processes across different sections 

of the business is a great way to assess if there are ways to automate traditionally labour-intensive tasks. 

For example, do you have a person who seems to be consumed with making coffees, which takes them away 
from other jobs? This could show an opportunity to reduce labour with a fully automatic espresso machine, 

freeing up your staff to perform tasks that have better return on investment. 

This could also apply in other areas of the business, with things such as dough rollers, cocktail dispensers, 
and digital ordering screens. Just remember to calculate how long the new equipment will take to be repaid in 

reclaimed labour hours, and calculate ROI from there to see whether it will be worth it for your business.
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MINIMISE FOOD WASTE

Food wastage is a huge problem in the hospitality industry, and can increase your overall operating costs 
– some even estimate by as much as up to 2% of your revenue! It can arise from a variety of situations, 

from overstocking and poor forecasting, to the way the kitchen operates at service time. Most prevalent 
in mid-range operations, there are a few ways you can encourage your kitchen staff to reduce food 

waste. Our favourite ideas are below.

         GET CREATIVE WITH THE MENU

Encourage your chefs to get creative with the 
menu if there are products in surplus supply to 
avoid produce becoming unusable. This often 
works well by using offcuts and surplus produce 
to create a menu special. The issue of extra stock 
is most often a problem when there is a lack of 
consistency across menu items, for example, 
when many items do not share common 
ingredients. 

By designing your menu in a way that shares 
common ingredients across many menu items, 
you will not only minimise prep time, but also 
lessen the risk of particular products not being 
used, should sales of one menu item be less than 
anticipated.

 
          CONSIDER A FOOD RECYCLING SYSTEM

Do you have a lot of organic matter that just 
gets taken to the tip? Many top restaurants are 
leading the way in environmental sustainability 
by installing food recycling systems, such as the 
Closed Loop Recycling system, which recycles 
food waste into compost. 

If you’re a garden-to-table establishment, this 
can be a great way to not only cut down on your 
garden running costs, but it can also be a great 
unique selling point for your business! Other 
restaurants sell their compost for a small fee, and 
eventually their system will pay for itself, whilst 

also simultaneously reducing their waste output, 
lessening the need for frequent rubbish collection 
(saving even more money!).

 
          JUMP ON THE ‘LEAF TO ROOT’ TREND

Not only is the ‘leaf to root’ or ‘nose to tail’ 
concept trendy, but great news is that it’s good 
for your bottom line too! Encourage chefs to use 
offcuts where possible, whether it’s using potato 
skins to make a soup or garnish, or meat fat in a 
new and creative way. It all counts! This not only 
helps to get more bang for your buck, but also 
cuts down on other costs, such as waste removal.

 
         MANAGE YOUR WASTE MINDFULLY

Getting rid of general waste can be up to 150% 
more expensive than disposing of recyclable 
materials, due to the government landfill levies 
that are passed on from waste management 
companies to their customers.9 

You need to look at your waste removal costs 
holistically; the additional cost of recycle waste 
removal might be offset by the savings gained 
by minimising your general waste costs. Yes, it 
might seem like a lot of effort, but the change 
in processes will likely pay dividends later. Also 
don’t be afraid to shop around when it comes to 
waste providers, and keep on top of negotiating 
rate increases – it can save you more money than 
you think!
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Here are some ideas to get 
more dollars in the bank.

Since profit equals revenue minus expenses,  

finding ways to boost your potential revenue is 

another important way to boost your restaurant’s 

profits.
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IMPROVE YOUR SEATING 
PLAN

Well planned seating arrangements in your 
restaurant can increase the number of 

customers that can be served at any one time. 
Also ensuring you have the right balance of 
table sizes can further help maximise the 
number of people you can seat at any one 
time. This means you should analyse your 
sales reports to see what group sizes you 

most commonly attract, and set up your floor 
accordingly. 

Also ensuring you have enough smaller tables 
for individuals and couples so they don’t take 
up a larger table, will also help make the best 

use of your seating capacity. One tried and 
true strategy is to use smaller tables that 
can be arranged together to make larger 
arrangements, giving you the flexibility to 

adjust your seating arrangements according 
to the daily demand.

EXPERIMENT WITH YOUR 
CABINET LAYOUT

Whether it’s on a dessert trolley or in a cake 
cabinet, the physical placement of items 

can make a huge difference in sales rates. 
Experiment with where you are placing 

your food on display, and set up a system 
to track the sales rates of items in different 
locations to strategically place your higher 

revenue generating products at the highest 
converting locations. This can also be used 

two-fold to reduce product wastage by placing 
those shorter shelf life products in the higher 
turnover positions. It might just make all the 

difference!  

INCREASE TABLE TURNOVER

If you find you’re generally at capacity a lot of the 
time and can’t fit more tables into your floorplan, 

then increasing your table turnover could be a 
great way to try and gain more revenue. 

Look at training staff to become more efficient 
and provide better service speed to help reduce 

wasted time during the customer’s dining 
experience. Also limiting your menu options can 

be a great way to help speed up the decision-
making process of customers; whilst helping to 
avoid the often troublesome problem of floor 

staff attending tables more frequently than 
required during the ordering process. 

PLAY WITH YOUR MENU

Menu design is one thing that can have a 
huge impact on customers’ decision-making 
process. Play around with the design of your 
menus by highlighting those products that 
contribute the most ‘profit dollars’. This will 
reduce the number of covers required, and 

ease the stress of needing to get more people 
through the door. 

Often entrees, desserts, and coffees are most 
profitable, so highlighting selected options 
in these categories can help push people to 

extend their dining experience past the basic 
‘main meal only’ order. Another great tip is to 

put wine and beer suggestions with each main 
dish; these can have a surprisingly big impact 

on high profit margin beverage sales!
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LOOK AT YOUR INGREDIENTS AND BEVERAGES

Some ingredients are able to be marked up more than others, so when planning out your menu, 
consider using cost-effective ingredients to maximise profit margins.10,11 This is not to say that you 

should instruct your chef to only develop the most profitable dishes possible, but if you are strategic, you 
can reap the rewards of integrating these ingredients where you can.

Potatoes

approx.  
1000% markup

Soft Drink

avg.  
800% markup

Coffee

avg.  
500% markup

Wine

avg.  
250% markup

Fresh Juice

avg.  
800% markup

Salad Leaves

avg.   
600% markup

Pasta

approx.   
800% markup

Eggs

approx.   
700% markup
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This even extends to your beverage options on the menu – whilst imported wines can naturally be 
charged at a higher markup, consumers are trending toward more affordable, local varieties. It’s a good 
idea to balance your beer and wine list, just as you do your menu, to ensure there’s a great mix of low 
and high profit items to give the diner enough choice.12,13,14 Even offering premium bottled water as an 

option for the table, can result in some good revenue dollars!



Your staff are one of your 
biggest assets.

As the adage goes, “good food can’t make up 

for bad service.” In an industry that’s rife with 

competition, customer service is tipped to become 

a key competitive element. For this reason, 

investing in your staff is as important as ensuring 

that your food is up to scratch. Here are the things 

we feel you should consider when looking at 

managing your staff profits.
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TRAIN YOUR STAFF WELL

Your staff are one of, if not the largest, customer 

facing components of your business, so ensuring 

they are representing your restaurant in the best 

possible light is critical. This goes past more than 

appearance and manners, to going that extra mile. 

Encourage your wait staff to upsell by increasing 

their knowledge of complementary beverages 

with meals, matching entrees, mains, and sides, to 

enhance your diners’ experience.

INVEST IN STAFF INCENTIVE 
PROGRAMS

Staff incentive programs (done in the right way) 
can be said to increase staff work performance 

by up to 20%!15 By setting challenging, but 
achievable goals in a way that won’t cause 

negative competition within the team is a surefire 
way to get your team motivated to put their best 
foot forward. Rewards should be decent (think 

vouchers, days off, gifts, etc.) and fairness needs 
to be at the cornerstone of any incentive program 
to ensure it achieves a positive outcome. Top tip: 
make sure you don’t tie kitchen staff incentives 

with food costs, as quality might suffer - and 
nobody wants that!

FIND THE RIGHT STAFF

Finding the right head chef is very important. 

Not only can their reputation bring people to the 

restaurant, but an established chef will be able 

to help manage a kitchen to the most efficient 

standard possible, increasing profits in the process. 

This also goes for your restaurant manager and 

floor staff. 

Your leading staff members will help set the 

standard for the rest of your team, so don’t rush the 

process of finding the right head chef and maître 

d’; find someone with not only the skills, but who 

also fits with your vision and culture. Sometimes 

recruiters and headhunters can help connect you 

with talent in ways you couldn’t ordinarily achieve, 

so keep this in mind if you are finding the process 

too difficult or time consuming.
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Reap the rewards of 
technological change.

Restaurants that have embraced technological 

changes to their operational systems are reaping 

the rewards. These are usually apparent via 

improved customer service, lower labour costs, 

waste minimisation savings and heightened 

customer experiences.16 Here are some ways 

you might like to integrate technology into your 

business.
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ONLINE BOOKING SYSTEMS

With people being online more than ever, it makes 
sense to make it as easy as possible for them to book 
a table online; and should come as no surprise that 
this is the fastest growing source of bookings in the 

hospitality industry. You don’t want to lose customers 
to competitors simply because nobody was around to 

answer the phone! 

There are many different systems you can now 
use, such as Dimmi, Obee, and ResDiary; it’s just a 
matter of checking them out and finding out what 

will work best for you. Or you can always build in the 
functionality on your website to simply send you an 

email, which your staff can reply to when there’s time.  

CONNECT FRONT AND BACK 
OF HOUSE

Many restaurants now have electronic point-of-sale 
systems that send orders to the kitchen. If you’re not 
amongst them, it could be time to get one and reap 

the rewards! It goes without saying this might be 
overkill for some smaller businesses, but if you have 
a busy, middle-range business, this could be a great 

way to enhance efficiency and productivity. By linking 
waiters directly with the kitchen, there are reduced 
wait times, less likelihood of lost orders, as well as 

less human error.17 

Some companies are even going a step further 
and providing customers with new tablet ordering 
systems that allow them to order directly with the 

kitchen. This system also allows for customised wine 
and beer pairings, based on the meals that have 

been selected, further enhancing the potential for 
added purchases. It also has the upside of reducing 

the burden on floor staff, which would result in wage 
savings in the long run!
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LOOK TO TRACK IN REAL TIME

Real time tracking software can allow you to manage 
your staffing costs in even greater detail. Instead of 

looking at your costs and labour resources at a weekly 
rate, software such as FindMyShift and Deputy allow 
you to adjust costs day-by-day, as demand changes. 

These are also a great way to help communicate shifts 
with your staff.



Restaurants need to innovate 
in order to compete.

The industry has an unprecedented number of new 

players in the industry who are all aiming to take 

your market share. By keeping your establishment 

fresh, you can maximise your chances of retaining 

your customer base. Be open to capitalising on 

food and dining trends, and give your back-of- 

house staff freedom to interpret and reinvent 

these trends creatively. It’s all about keeping your 

customers engaged and interested! 
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REVIEW YOUR MENU REGULARLY

Keeping your menu fresh helps keep your customers engaged – it’s that simple. Use your specials menu to trial new 
options and play with pricing to see what your target market responds well to. By keeping your menu fresh, loyal 

customers won’t become bored and stray to your competitors! Often restaurants can do this well by changing menus 
seasonally, to use the best produce available at that time of year.
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RESPOND TO MARKET CHANGES

One of the most important things to remember when running a successful business is to maintain a competitive advantage. 
This is particularly important in the hospitality industry where there are so many trends that sweep through and influence 

consumer demand. This highlights the need for your restaurant to be flexible in your product offering; don’t keep doing the 
same thing just for the sake of it! You should always think of things in terms of return on investment. 

For example, if you have an extensive range of home-made gelati in a large refrigerated display cabinet, and a new ice cream 
shop opens next door, chances are your sales will drop as a result and you would no longer be getting the same return on 

investment for your gelati. For this reason, it’s great to have flexible options when it comes to your equipment that allow you 
to adapt to market changes. Silver Chef’s Rent-Try-Buy® solution gives you the flexibility you need to switch out equipment, if it 

begins to no longer be the best fit for your business, so you can remain competitive. 

“It all comes back to the basics. Serve customers the 
best-tasting food at a good value in a clean, comfortable 

restaurant, and they’ll keep coming back.”
- Dave Thomas, Chief Executive Officer of fast-food chain, Wendy’s



Always be on the lookout for 
opportunities.

In the digital age, people are increasingly relying 

on both word-of-mouth and online review sites 

in their decision-making process.18 Be on the 

lookout for opportunities to increase your online 

visibility by completing profiles on the major review 

websites such as Zomato (previously Urbanspoon), 

Facebook, as well as Google+. 

Put in place systems to respond to reviews, 

and make sure you react calmly to any negative 

reviews that might arise. If you can provide a good 

resolution to the problem, this can often outweigh 

the negative effects of the bad experience. Just be 

careful: you can’t incentivise reviews online, as it 

is against the law – you need to make your service 

really comment-worthy, in a good way!
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Your Checklist for Success

Use this check list of our top tips from the guide to help your business get on the fast-track to working smarter:

Understand Cost Structure

      Map out all of your food and beverage costs 

      Assess your staff costs, and evaluate if they represent  
      efficient operation costs

      Negotiate your lease when your contract is next up  
      for renewal 
 
 

Minimise Running Costs

      Service your equipment regularly to reduce running  
      costs and repairs

      Consider different finance options when replacing       
      equipment, such as renting

      Shop around for utility providers to get the best deal

      Bring in an electrician to assess how you can reduce  
      your energy consumption

      Automate processes where you can to increase staff  
      efficiency

      Minimise your food waste 
 
 

Maximise Potential Revenue

      Optimise your seating plan according to your most  
      popular group sizes

      Increase table turnover through staff processes

      Experiment with your display cabinet layout 

      Design your menu strategically to encourage sales of  
      more profitable items

      Utilise high profit ingredients where you can

Invest in Staff

      Find the right key staff that fit your business vision

      Train your staff well to achieve maximum efficiency

      Invest in staff incentive programs 
 
 
 

Embrace Technology

      Set up an online booking system

      Connect front and back of house with an electronic  
      Point-of-Sale (POS) system

      Track staffing costs in real time 
 
 

Remain Open to Change

      Review your menu regularly, and jump on food                
      trends where you can

      Respond to market changes to keep your unique       
      selling propositions 
 
 
 

Market Yourself!

      Get online with your marketing and engage with  

      your target markets
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