RE-THINK AND RE-START:
ADAPTING YOUR BUSINESS TO
UNLOCK LONG TERM SUCCESS
Adapt : Plan : Skills : Costs : Government Support
Those businesses that survive will be fighting
for the attention of the consumer, but
consumer habits and attitudes have
changed. Taking time to reconnect with the
consumer to understand their requirements
will enable businesses to identify how they
might differentiate their offering and
effectively adapt their business practices.
This can be done in a number of ways, such
as; social media, online surveys and real time
feedback.
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The hospitality sector has spent the past
twelve months reacting to the challenges
posed by the COVID 19 pandemic. Business
owners responded swiftly by availing of the
grants, reliefs and funding/lending available
to them. However, without revenue to build
the war chest necessary to see a business
through the winter months of January and
February many businesses that were thriving
pre-pandemic are now facing the prospect
of not being able to reopen when
restrictions are finally lifted.

We are likely to be living with social
distancing for some months to come and as
a result, the use of technology will become
even more important e.g. checking in on
arrival, ordering and payment. These
processes are likely to become the new
normal, at least in the short to medium
term. By adopting such technology,
businesses are likely to improve operational
performance and profitability, however,
adopting new technology always comes with
an additional cash cost.
To rethink your business operations takes
time and with many companies limited in
their resources, it is vital to prioritise the key
areas that need to adapt to contribute
immediately to your recovery process.
Whether this is your online and digital
presence / offering, advertising approach,
supplier needs or physical space, immediate
action in these areas will be the foundation
of your future growth.

Adaptability

Strategic Planning

Those businesses that have sufficient cash
reserves are likely to bounce back, with
many analysts predicting a short term miniboom when restrictions are lifted. This may
cause its own issues with insufficient
capacity, complicated further by any
ongoing social distancing measures.

Many businesses will have undertaken a full
operational review at the outset of the
pandemic and we have been working with
our clients to assist them with their strategic
planning; specifically, can the business be
made leaner and more efficient? This is
particularly relevant around the three major
cost
categories
within
hospitality
businesses’; food and drink for resale; staff
costs; and property.

There is no doubt that businesses will need
to adapt their operating models for both the
medium and long term as well. Businesses
which are over-geared, with significant debt
servicing costs and underinvested sites, may
struggle to bounce back.

Supply Chain Management
It may be possible to renegotiate supplier

terms or consider alternative suppliers
to improve performance. However, given
the uncertainty of what future trading could
look like, and the number of variables an
operator will have to deal with, it may be
sensible to maintain existing supply chains
and goodwill for the time being. We must
also remember that the supply chain has
very much worked with the industry during
the pandemic and undoubtedly they will
continue to do so as the sector reopens.

Employment
The extension of the furlough scheme to
September 2021 will continue to provide
businesses with the ability to retain key staff
and manage costs. During this extended
period, consideration should also be given to
the development of multi-skilled employees
to improve efficiency and reduce costs. Your
staff will be at the heart of the recovery
process and it is therefore essential that they
are involved in your recovery planning and are
motivated.

"Businesses are now concentrating on making their operations
resilient.....until such times as businesses can start trading again,
continued Government support will be essential."
Property Costs
For many businesses in the sector, a
significant cost will be in relation to
property. Open and honest communication
with landlords and other stakeholders is key.
Many landlords will have their own financial
obligations to meet. Landlords have had
restrictions placed upon them regarding
enforcement action, with the Government
recently announcing a further extension of
the moratorium until the end of June 2021.
Renegotiating lease terms with a landlord
may not be simple. Should landlords agree
to reduce the ongoing future rent payable,
they will look to amend other terms of the
lease, such as the extension of the lease
term and build in the recovery of the rent
they have forgone in 2020 into the
extended lease. They may also look to
remove tenant break clauses or build in a
profit participation clause.

Reopening on a sustainable basis
Businesses are now concentrating on making
their operations resilient. However, until
such times as businesses can start trading
again, continued Government support will
be essential. As part of the NI Hospitality
Industry Response Group, we have been
actively lobbying Government for financial
support for local businesses, which has
helped safeguard many jobs within the
sector. The recent announcements by the
Chancellor and the Economy Minister are
very much welcome and provide additional
breathing space for business recovery plans
to be implemented:
> An extension of the 5% VAT rate for
hospitality businesses to the end of
September 2021 and a further interim 12.5%
VAT rate to the end of March 2022;
> Further 12 month’s business rates holiday
to 31 March 2022;
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> An extension of the furlough scheme
to 30 September 2021 (full furlough until
the end of June, with businesses
having to contribute 10% of the wage
cost in July 2021, increasing to 20% in
August and September 2021);
> UK Self-Employment Income Support
Scheme (SEISS) fourth and fifth grants
confirmed;
> One off business re-start grants for
hospitality businesses; and
> An extension of the COVID Restrictions
Business Support Scheme (CRBSS) and the
Large Hospitality and Tourism Business
Support Scheme (LHTBSS) beyond 31st
March 2021.
A critical point for hotels, restaurants and
bars will be when a normal trading
environment emerges and how that will
impact their underlying cash position,
particularly when creditors attitudes begin
to shift from being supportive, to looking to
reduce their exposure.
The sector must also be ready for when
Government schemes begin to taper off.
Ultimately, successful businesses adapt and
there will be significant opportunities post
pandemic for profitable, invested business
which have the correct funding structure
and the right customer offering.
We have seen first-hand the resilience
shown by businesses within the sector and
the desire to do what is needed to get
through this very challenging period.

HERE AT BDO NORTHERN
IRELAND WE ARE COMMITTED
TO HELPING THE LOCAL
HOSPITALITY INDUSTRY AND
WE LOOK FORWARD TO
BRIGHTER TIMES AHEAD WITH
YOU.

