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Introduction

At Viewpoint we provide accounting and financial consultancy services to the hospitality sector.

We work with some of London’s most exciting independent restaurants and bars, providing advice and bespoke financial 
reporting. We support them from concept to bricks and mortar, to multiple sites and beyond. We understand the very 

bones of their businesses.

The hospitality industry faced unprecedented challenges in 2020 as a result of the COVID-19 pandemic, and these 
challenges remain ongoing. Companies have been forced to make very quick decisions on how to adapt and keep 

themselves solvent in the face of lockdowns and government restrictions.

We created this report to provide insights to our client cohort and to the wider UK hospitality industry. With permission, we
have anonymised and aggregated our cohort’s financial reporting data in some key areas.  The results illuminate how the 
events of 2020 and reactions to them have affected hospitality businesses. The knowledge can be used to inform future 

actions.



Viewpoint Insight Report Q1-4, 2020
Summary

2020 was a nightmare year for hospitality. On average, the Viewpoint cohort saw a massive 39% drop in turnover compared with 2019, 
and as reported by Big Hospitality, the UK sector as a whole lost over £53bn last year.

The first national lockdown in response to the COVID-19 pandemic had a crippling effect on sales. Once lockdown was lifted, a slow return 
to ‘normal’ sales ensued. This was supported by the Chancellor’s Eat Out to Help Out scheme, the VAT reduction of 20% down to 5% on food and 

soft drinks, and by September’s hot weather and relaxed restrictions around outdoor dining by local councils. In November, the Government 
introduced a second national lockdown of four weeks, and then only two weeks into December trading, London was placed in Tier 3 and then Tier 

4 on the 19th. The commercial Christmas period that many had hoped and prepared for was not possible. 

Profitability on food and beverage took a dive as restaurants pivoted to takeaway or deli models in Q2 before almost catching up with 
the previous year in Q3 and Q4. Businesses had to work hard, creatively and dynamically to adjust their offering and protect their gross 

profitability.

The Government’s furlough scheme has been invaluable in terms of saving jobs and retaining a trained workforce, and the Viewpoint cohort 
have been able to keep staff costs down, with everyone working harder for each £1 earned. However, staff costs have steadily risen in line with 
employers having to contribute to furlough pay from August onwards, and they add to the significant fixed costs still to pay, even when turnover is 

diminished. 

This annual report is published in February 2021, following the Prime Minister’s ‘roadmap’ announcement stating that outdoor hospitality 
can reopen from 12th April, indoor hospitality businesses can reopen from 17th May and nightclubs and weddings with unlimited guests from 21st

June. We are yet to hear from the Chancellor on the 3rd March what support The Budget will include to help hospitality get there.



• Sales figures for the Viewpoint cohort in 
2020 were tracking previous years with a 
small increase before COVID hit and the 
first lockdown on 23rd March enforced the 
closure of all restaurants and bars

• During the first lockdown with premises shut 
and much uncertainty, the median sales 
figure for the cohort was zero for two 
months

• From 4th July, restaurants were allowed to 
re-open after lockdown and we can see a 
staggered, upward trend in sales

• Consumer confidence took some time to 
recover. COVID was still a new and 
unknown virus and customers may have 
been worried about possibility of 
transmission in restaurants

• From August onwards, the Chancellor’s 
EOTHO scheme saw sales return to 2018 
levels. The message was that it was safe to 
go out to eat again and there was a 
financial incentive to do so

• Sales have been bolstered in some cases 
by the temporary VAT reduction to 5% on 
food and soft drinks from 8th July, assuming 
the 15% saving was not passed onto the 
customer

• There was excellent weather in September 
benefitting al-fresco dining. Many 
restaurants extended their outdoor seating, 
with the support of local councils to expand 
onto pavements/ roads etc and increase 
their available covers.

The chart shows the general trend for net sales across the cohort and should indicate "market" conditions.

The median (middle) value across the businesses is then taken. For example, in a cohort of 25 businesses, the 13th highest value is take.

This will represent the actual sales figure for that business for that day; however as sales for a particular business will fluctuate, different businesses will provide the median value on 

different days. This removes volatility and outliers in the trend.
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• Some restaurants switched to serving a set 
menu in Q3, allowing them to boost spend per 
head

• Most of this cohort are based in London 
neighbourhoods rather than the city centre so 
were less affected by loss of tourists, city 
workers etc.

• It became more accepted for restaurants to 
take card details and deposits in case of no-
shows in Q3. This protected against lost 
revenue

• In Q4, October tracks previous years but a 
little lower. Covers are reduced for many 
restaurants due to social distancing, yet 
operators are benefitting from the VAT saving

• The second lockdown on 3rd November then 
shows a sharp drop-off. This is not as severe as 
the first lockdown businesses were prepared, 
and drove increasing amounts of sales through 
permitted pivot models of takeaway, meal kits, 
shops etc. They are more experienced and 
proficient in doing so. 

• There is some recovery for two weeks in 
December as lockdown lifted, then London is 
put into Tier 3 on 14th Dec and venues are 
closed again

• There is a little festive spike when restaurants 
were open in December, and with wine and 
Christmas items being bought from shops, but it 
is a catastrophic turnover compared with the 
traditional December peak of previous years. 
It is even lower even than January’s 
traditionally slow period.

The chart shows the general trend for net sales across the cohort and should indicate "market" conditions.

The median (middle) value across the businesses is then taken. For example, in a cohort of 25 businesses, the 13th highest value is take.

This will represent the actual sales figure for that business for that day; however as sales for a particular business will fluctuate, different businesses will provide the median value on 

different days. This removes volatility and outliers in the trend.
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• Q2 indicates that under lockdown, the change 
to deli, shop or takeaway models resulted in 
reduced profitability. Reasons include items 
being sold at retail margins in a deli setting, or 
because of up to 33% commissions with some 
of the well known delivery partners. Delivery 
was a new frontier to many independent 
restaurants who would previously not have 
considered it and there are significant set-up 
costs to take into account

• Q3 shows a return to pre lockdown gross 
profitability as restaurants and bars reopened, 
indicating that margins are not being sacrificed 
for sales

• If VAT reduction savings beginning from 8th July 
(20% VAT reduced to 5% on food and soft 
drinks) were not passed on the customer, one 
would expect to see a 3-4% increase in GP in 
Q3. Some restaurants may have either passed 
on the VAT saving to the customer directly or 
been more generous on the portion sizes to 
pass on the value to the customer in another 
way. More likely, the restaurant might have not 
passed on the VAT saving but the total GP 
could have been balanced out by continuing 
less profitable deli models and/ or takeaway 
alongside normal restaurant or bar service

• Switching to a set menu or a streamlined a la 
carte menu in Q3 reduced wastage of 
ingredients
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• Q4 was half in lockdown and half 
operating under restrictions. By this stage, 
restaurateurs were now more experienced 
and savvier with their pivots and the 
customer is more educated about meal-kits 
and new delivery models and delis. This led 
to higher margins and higher demand

• There are new entrants into the delivery 
market such as Big Night and others, 
charging restaurants lower commissions than 
the better-known delivery partners and 
making delivery a more profitable option

• VAT is still reduced to 5% on delivering hot 
food but there is also 0% VAT charged on 
sending food out cold, i.e., in a finish-at-
home meal kit. Hospitality businesses are 
taking advantage of this, which helps 
balance out the lower profit margins and 
lack of VAT reductions on retailing/ 
delivering alcohol
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• Q2 shows a reduction in labour cost as 

restaurants and bars are closed, and deli, 
shop, and takeaway models require fewer 
staff. The Government furlough scheme is 
at this point fully covering the wage costs 
(up to 80% up to £2500pcm) of staff 
whose jobs are temporarily unviable with 
restaurants closed

• Q3 shows an increase from Q2 as 
employers begin contributing to the 
furlough scheme from August – initially 
National Insurance Contributions and 
pensions - and more staff are needed as 
the restaurants reopen

• From September, employers were 
required to additionally pay 10% of 
furloughed employees wages and in 
October, this rose to 20%. From 
November, this went down again to 
National Insurance contributions and 
pension only, but the overall employer 
contributions to furlough in Q4 were still 
higher than Q3

• Q2, Q3 and Q4 show staff costs are 
lower than last year. Owners stepped 
back into operational roles and salaried 
management are working longer hours. 
There is an anxiety around job security 
and staff are working harder



• Restaurateurs are holding off on 
hiring any new staff in preparation 
for the future until there is more 
certainty around what that looks like

• Streamlined or set menus in Q3 and 
4 required fewer staff to carry out, 
reducing staff cost

• Many restaurants also changed their 
opening hours or days after the first 
lockdown. This meant that operators 
could save money by only opening for 
profitable shifts. In the past, businesses 
may have opened loss-making shifts for 
brand visibility or staff retention, but in 
2020 there are no spare pounds to lose, 
and furlough supports the staff over 
these shifts. Consumers were more 
understanding of inconsistent opening 
times 

• The furlough scheme currently ends at 
the end of April 2021 and employers 
will be fully responsible for paying 
wages
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Insights for the Year Ahead

In 2020, 20 weeks were spent in full lockdown with restaurants and bars closed and 18 were spent with them open but

operating under a restricted capacity. For 75% of the year, there was no option of ‘business as usual.’

It is not surprising that on average, the Viewpoint cohort lost almost 40% of their turnover in 2020 compared to 2019

figures.

In fact, it is a testament to these restaurant and bars and indicative of the resilience of the wider industry that by end of

Q4 their food and beverage gross profit was at pre-COVID levels.

The hospitality sector has demonstrated ingenuity and acumen by continually tweaking their offering – working out how to

make meal kits and delivery models work under lockdown conditions, investing in their outdoor areas, installing set menus

to control product and staff costs and marketing their pivots, all the while making constant changes to keep their staff and

customers safe.

However, this would be impossible without support. Furlough has been invaluable in saving jobs but is at this point still

creating significant cost for employers and finishes at the end of April.

With a 39% drop in turnover, even with good food and drink gross profit, there are fixed costs that still must be paid

from this pot. Hospitality businesses have already needed to access government-backed loans, make arrangements with

HMRC, and when landlords were amenable to it, make deals with them too.



The biggest single threat to restaurants and bars is rent. Once the Government’s protections finish and the lease forfeiture

moratorium ends at the end of March 2021, hospitality businesses who are behind on payments face the very real

prospect of eviction. Without support themselves, some landlords may not be able to accept delayed or reduced amounts.

The VAT reduction from 20% to 5% on food and soft drinks, which came in on 8th July 2020, has made a huge difference

by reducing tax costs. If this is not extended past 31st March this year when it is due to end, businesses will have to pass

on the 15% to the customers they are trying to attract back, or else swallow it.

The Prime Minister has now released the roadmap dates for hospitality’s reopening: 12th April for outdoor hospitality, 17th

May for indoor restaurants and bars and 21st June for nightclubs and weddings with unlimited guests.

Whilst it is welcome to have concrete dates in place, this now means one month at least with restaurants closed inside but

no VAT reduction support, almost a month without furlough support and the added threat of your landlord being able to

evict you if you don’t pay your rent.

We have so far heard nothing of an EOTHO type scheme for this coming reopening phase, like the one that did so much in

August 2020 to restore consumer confidence in eating out. We do not know whether Chancellor Rishi Sunak will announce

anything of this kind in The Budget on 3rd March.

It is true that there are some positives to note. Spring is on the way, the vaccine programme is rolling out very successfully,

there are competitive property deals to be had if you have the cash reserves. The increasing consumer uptake of

restaurant meal-kits indicates a continued demand for restaurant quality food and for diners to support the brands they

love. They are also an opportunity for restaurants to build a relationship with new customers nationwide.



Yet now is precisely the time for the Government to be upping their support. If help is withdrawn prematurely, our
proverbial ships might be dashed upon the rocks just as we catch sight of shore.

Viewpoint advocates for:

• The Chancellor to extend the business rates holiday until March 2022

• VAT should continue to be reduced to 5% on food and soft drinks until March 2022

• A concrete plan from The Government to support commercial landlords and their tenants

• Another Eat Out to Help Out style scheme to drive business for what is the 3rd largest private sector employer in the
UK

• Local councils to allow the pedestrianisation of suitable areas such as in Soho, so venues can increase their outdoor
covers and consequently their turnover

Boris Johnson’s roadmap has allowed Viewpoint clients to start planning their re-openings in earnest, and the
announcement from the Chancellor on the 3rd will influence how we advise them to best allocate their precious resources in
the coming months.

Now is the crucial moment. Hospitality businesses have shown great resilience and creativity in battling through their worst
year on record. We implore the Government to help ensure they will make it through the next few months ready to
provide the celebratory, social experiences we have all longed for.



Viewpoint exists to support hospitality businesses. 

If you own a restaurant or bar and are interested in producing your own bespoke insights report, would like to 
talk about accounting or financial consulting services or have any question no matter how small, don’t hesitate to 

get in touch.

insights@viewpointpartners.co.uk

Get in Touch


