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WELCOME TO OUR SIXTH ISSUE OF THE COVID-19 
FOODSERVICE BULLETIN!

COVID-19
FOODSERVICE BULLETIN
ISSUE NO. 6

In this issue we are bringing you Food 
Industry Foresight’s OUTLOOK FOR 
THE AUSTRALIAN ECONOMY 
& IMPLICATIONS FOR THE 
FOODSERVICE INDUSTRY 2020 
AND 2021 by our Chief Economist 
Neill Haine.

The Australian economy is facing 
one of the most difficult periods of 
the last 100 years. The impact of the 
COVID-19 virus is dependent not only 
on what happens within our borders 
but, crucially, on what happens in 
other world economies. When a major, 
unexpected and particularly complex 

set of factors impact on the economy, 
anticipating what will happen over the 
next few years with a high degree of 
confidence is foolish. It is even more 
foolish if this is focussed on a particular 
industry like the foodservice industry.

Forecasting is particularly challenging 
when even the Reserve Bank in its 
May 2020 Economic Outlook bulletin 
admitted, 

“The pace of recovery 
beyond the June quarter 
is especially uncertain.”
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Australia has already been significantly 
affected by Government restrictions 
designed to reduce the effects of the 
disease within the country. 

Although some of these 
restrictions are gradually being 
eased, there has been a major 
impact on employment and 
economic output for several 
sectors of the economy – 
especially the foodservice, 
tourism and entertainment 
sectors.

The Australian economy is not just 
dependent on what happens within the 
country’s borders. It is also dependent 
on trade with other countries. Although 
China has apparently achieved 
some degree of control, many 
other countries have been far less 
successful in controlling the impact 
of the disease. In several countries 
the disease is still growing extremely 
rapidly – notably in USA, Brazil, 
other South American countries, some 
African countries and some European 
countries like Russia and Sweden. As 
a consequence, Australia has not only 
placed restrictions on travel within the 
country; but, has effectively eliminated 
international holiday and business 
travel to Australia.

So, although Australia and New 
Zealand have been reasonably 
successful in managing the disease so 
far, this cannot be said of many of our 
other significant trading partners. Of 

particular importance is the impact on 
our tourism sector and, by implication, 
on our foodservice industry.

THE IMPACT TO DATE

We cannot provide an overall view 
of the impact on Australia’s economy 
as the latest estimates of GDP from 
Australian Bureau of Statistics (ABS) 
are for December quarter 2019. 
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The following table shows some of the key statistics available 
around the time of onset of the disease in Australia:
 
Table 1 – Selected Key Statistics Around onset of COVID-19 in 
Australia

This shows that Australia’s economy was not 
performing brilliantly prior to onset of the disease. 

The percentage rise in GDP of 2.1% was 0.7% above the rate of population growth 
for 2019 (1.4%). Although retail spending showed solid gains (2.3% between 
January 2019 and January 2020), New Private Fixed Capital Expenditure fell 
by 4.5% over the year, manufacturing sales fell by 1.3% and private sector 
inventories were effectively static (fall of 0.8% over the year).

Since that time, the economy has contracted significantly.
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Figure 1 below, shows the value of cash advances for both credit 
and debit cards for the three years up to and including April 2020 
as reported by the Reserve Bank.

The above shows that 
cash drawings through 
credit and debit cards 
have been falling for 
almost three years. 

Between November 2017 and March 
2020, there has been a steady fall 
amounting to 56%. However, in 
the month of April 2020 alone 
the fall was a dramatic 33.8% 
(compared with March 2020). 
Over the year to April 2020, the fall 
was 44.8%.
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Looking at using these cards for purchases, we see that it was really only in 
March and April this year that the market experienced a significant contraction 
(see Figure 2, below):
 
Figure 2 shows the dramatic impact of the restrictions on the use of credit and 
debit cards as a result of Government lockdowns and other factors. The fall 
between February and April was 29.9%; whereas, for the year to April 2020, 
the fall was 28.7%.

The following shows the overall impacts on employment over the 
latest available quarter:

Table 2 – Selected Employment Indicators

These 3-month changes (Feb 2020 to May 2020) are very significant. These are 
largely the result of new Government regulations to control the spread of the virus. 
However, the consequent significant reduction in employment will 
inevitably have an impact on many other areas of the economy. 
These areas include business investment, personal incomes and retail sales.

If we look at these employment results by industry, we can see 
which areas are most affected:
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Table 3 – Rise or Fall (Employed Persons) between Feb and May 2020 - 
Key Industries:

Overall, there has been a fall of 5.4% of jobs in the 3 months between February and 
May. 

The total number of jobs lost of 811,100 is substantial. 

Thirteen of the nineteen industry categories showed job losses over the 3 months. 
It is difficult to know whether or not the Federal Government’s Job Keeper program 
numbers are included as employed in this table.

Because of the social distancing rules introduced, these results show the very severe 
impacts on two industries – Accommodation & Food Services (31.2% 
fall) and Arts & Recreation Services (35.4% fall). Together, these two industries 
account for a loss of 380,870 jobs – in just 3 months!

Other Industries suffering large numbers of job losses include Education & Training (89, 
276; -8.0%), Manufacturing (68,300; -7.4%) and Transport, Postal & Warehousing 
(63, 800; -9.9%).



We note that employment in 
Construction fell by only 0.7% over the 
quarter. However, the value of Work 
Done on Building and on Construction 
projects both fell – by 6.3% and 4.8%, 
respectively (Source: Australian Bureau 
of Statistics). These results are in spite 
of Federal and State Government 
attempts to bolster the construction 
sector.

More recently, the ABS published 
statistics for Weekly Payroll Jobs and 

Wages for the week ended 13 June. 
Note that these statistics do not cover 
ALL wage and salary earners. 

These show that the number of 
weekly payroll jobs and wages 
initially fell between March and 
April. 

They have since risen slightly and 
then stabilised with around a 6% fall 
between 14 March and 13 June 2020. 
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These results are shown in Table 4, below:

Figure 3 – Changes in payroll jobs and total wages indexed to the 
week ending 14 March 2020 (a) 
 

(a) Wages data are more sensitive to period-to-period changes in reporting than 
jobs data and are therefore subject to greater revisions over time. They are also 
subject to a greater degree of seasonality.

Of course, a key indicator for the foodservice 
sector is retail spending. 

The following shows the impact on total retail sales of a decline of 9.2% 
(comparing April 2020 with April 2019); whereas, for the month, total sales 
fell by 17.7%.

Table 4 – Retail Sales – Selected Categories, Seasonally Adjusted
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It is interesting to note that 
Food sales rose by 5.1% in 
April (compared with April 
2019); but, fell by 17.4% over 
the previous month.

Striking, however, are the dramatic 
annual falls in sales for Clothing, 
Footwear & Personal Accessory 
Retailing (64.7%) and Cafes, 
Restaurants & Takeaway outlets 
(49.6%). 

We suggest that the 
initial outlet closures, 
the subsequent 
introduction of social 
distancing rules 
and the collapse 
of overseas visitor 
numbers were major 
factors.

The ABS has responded to the current 
situation with a survey of business 
sentiment called “Business Impacts 
of COVID-19”. The ABS surveyed 
2,000 Australian business units. The 
latest survey was conducted and 
published in June 2020.

Most businesses say they are 
operating under modified conditions 
(73%); but large employers (200 or 
more employees) are much more likely 
than small employers (19 or fewer 
employees) to report that they are 
operating under modified conditions 

(90% and 72% respectively).

The following table shows the 
percentage of businesses reporting a 
decline in revenue over the previous 
year, by industry. 

It is interesting to note that 66% 
of ALL businesses reported a 
decrease in revenue compared 
with the same time last year.
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Table 5 - Businesses reporting a decrease in revenue compared to 
the same time last year

The three industry categories reporting the greatest percentage 
decrease in revenue over the last 12 months are Education & Training 
(87%), Accommodation & Food Services (84%) and Information, 
Media & Telecommunications (80%).

Note that Accommodation & Food Services has appeared in the statistics for 
decline in employment numbers (Table 3: 31.2%) and in those reporting a 
decline in revenue (Table 5 above: 84%). Also, in Table 4 for Retail Sales, 
“Cafes, Restaurants & Takeaway” show a drop in sales of 49.6% over the year.

The next table, also from the ABS survey Business Impacts of COVID-19, shows, 
for each industry, the percentage of businesses in each industry that expect 
more than a 50% fall in revenue compared with the previous 12 months. Three 
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industries stand out. These are Accommodation & Food Services (53%), Arts & 
Recreation Services (46%) and Information Media & Telecommunications (42%).

Table 6 - Businesses Expecting Major Revenue Drop - Compared to 
Same Time Last Year

Again we have Accommodation & Food Services reporting 
significantly poorer prospects than other industries.
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Table 7 - Expected length of time operations could be supported 
by currently available cash

This table shows a surprisingly large proportion of businesses with less than 3 
months’ of available liquidity. 

Again, Accommodation & Food Services is very 
prominent with 42% reporting that they have less 
than 3 months’ worth of available liquidity. 

Also, given that this survey was conducted in early to mid-June, many 
businesses in this category may have failed between the onset of the virus 
impact and the timing of the survey.

So, from the available statistics, there have been significant impacts on the 
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Australian economy across a wide 
range of industries.

There is now some easing of 
restrictions on entertainment 
venues and on cafés and 
restaurants that should lead to 
some increase in employment 
in these categories.

The Federal Government has set a 
September limit on the Job Keeper 
program. If this is applied, there will 
be a significant further increase in 
unemployment. Also, there are new 
press reports of employment layoffs by, 
for example, manufacturers, airlines, 
financial institutions and financial 
consulting firms.  These will, in turn, 
lead to further layoffs in companies 
that supply them.

Furthermore, the recent outbreak of 
infections in Victoria suggests that, until 

there is a widely available vaccine, 
Australia will not be free of further 
infection spikes. Thus, we cannot 
expect the economy to bounce back to 
normal for some time to come.

The infection and death statistics for 
most other world economies appear 
to be orders of magnitude greater 
than those of Australia and, for many 
countries, infection and death rates 
are still rising exponentially (e.g. USA, 
Brazil, Russia). Also, it will still be 
many months away before a vaccine 
is available – yet alone available for 
most people in many countries. The 
economies of these countries will be 
severely impacted until they are able 
to implement widespread vaccination. 
So, the Australian economy will be 
affected on the international trade front 
for some time to come.

This slow progress in controlling the 
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disease internationally, together with 
capacity and other constraints on 
airline travel, will result in a significant 
reduction in overseas traveller numbers 
for quite some time. The reduction in 
overseas tourist and business traveller 
numbers will have a considerable 
impact on foodservice – particularly in 
key tourism areas.

WHAT HAPPENS NOW?

We are facing enormous uncertainty 
over the coming months – possibly 
years. On the basis of available 
information, we have no certainty on 
when a vaccine or treatment will be 
approved for use. We are even less 
certain about when such a vaccine 
would be available for widespread 
protection of Australia’s and the world’s 
population. 

Until a vaccine is 
provided, based on 
the recent Victorian 
experience, unexpected 
outbreaks will 
continue to occur here 
with growth limiting 
consequences for the 
country as a whole. 

Also, the rest of the world is still on an 
exponential growth curve of infection 
rates.

As the RBA deputy governor Guy 

Debelle said on 30 June in an address 
to the Economic Society of Australia, 

“We should not lose sight of the fact 
that the decline in the economy and the 
impact on households and businesses 
is historically large. It is still quite likely 
that this decline will have a long-lived 
impact that will require considerable 
policy support for quite some time to 
come.” Mr Debelle also said “The pace 
of recovery beyond the June quarter is 
especially uncertain”.

Given this uncertainty, the best we can 
do is to suggest some possible scenarios 
and key events to watch out for so that, 
if and when they occur, businesses can 
plan investment for recovery.
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In May, the Reserve Bank published three scenarios for economic 
recovery – see Table 9, below. 
 
Table 8 – RBA GDP Scenarios May 2020

The “Upside” and “Baseline” scenarios suggest a fairly rapid fall to June and 
then a reasonably rapid recovery over the next 2 years. However, not even the 
Upside scenario reaches the RBA’s earlier, February 2020 forecasts for June 
2022.

So far, and in the absence of significant new outbreaks here, the 
direct local impact has been limited, and we can expect to be on 
a recovery path fairly soon. 

Of course, with the disease case rate still rising fairly rapidly in the rest of the 
world, the Australian economy has yet to experience the full impact of economic 
decline in other parts of the world.
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In the absence of many up-to-date 
statistics on activity in various industries, 
we can only apply some very broad 
assessments of the industries most 
affected by current circumstances.

Manufacturing is likely to experience 
some impact partly due to easing 
of local market demand; but, also, 
due to lower demand among key 
international trading partners. These 
negative impacts are likely to continue 
at least into the September quarter.

We can also see some continuing growth 
issues for Construction, Information 
Media & Telecommunications, Rental, 
Hiring & Real Estate Services, Mining 

as well as various business support 
services. So, higher than normal 
unemployment can be expected 
throughout 2021 and even well into 
2022.

THE OUTLOOK FOR THE 
COMMERCIAL FOODSERVICE 
MARKET

With the easing of 
lockdown restrictions 
during June and 
through the September 
quarter, we expect 
some relief for 
commercial foodservice 
outlets. 

However, this assumes that we do not 
experience a subsequent significant 
surge in infections in the coming 
months. 

Of course, until restrictions on business 
and holiday travel to and within 
Australia ease, there can be no full 
recovery in this sector.

It is important to note at the moment, we 
are not even close to a real recovery 
phase as is evident with the new 
lockdown in Melbourne and Victoria, 
and as it would not be surprising if the 
same takes place here in New South 
Wales where we already see self-
isolation measures being put in place 
in the South West areas of Sydney.
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The Foodservice Dollar is 
the average percentage of 
Australians’ total food and 
non-alcoholic beverage budget 
spent on eating out of home as 
opposed to eating at home.  

Australians’ propensity to eat out of 
home is among the highest in the 
Western World – set aside current 
Covid-19 global crisis. 

Naturally, the Foodservice Dollar has 
dived since the beginning of this crisis, 
and it will not recover to pre-Covid 
levels (37cents in the dollar) for at 
least another two to three years.  Right 
now, that is all we can say with any 

certainty, but as we have said from 
the outset, we continue to survey the 
foodservice market, regularly bringing 
you our findings. As this global crisis 
unfolds here and around the world 
in the months to come, we can, with 
increasing certainty, give you our 
forecasts for the Australian Foodservice 
market. 

In addition, the foodservice market is, 
of course, strongly impacted by the 
100% decline in international visitor 
arrivals since the beginning of the 
global pandemic.  If Australia were in 
the midst of their main holiday season 
right now, we would have seen an offset 
by an increase in domestic tourism and 
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holidaying similar to what European countries currently are experiencing during 
their summer holidays.  However, right now, it is a long time until Christmas and 
New Year!

RESTAURANTS & CAFÉS

As we reported in early May, our ongoing research showed that hardly any 
restaurants and cafés across Australia at that stage reported they had closed 
their doors permanently.  However, as the below graph shows, 45% had closed 
temporarily.

The few restaurants and cafés that closed their doors permanently in the early 
stages of lockdown were already in trouble, and lockdown was the last nail in 
the coffin.

It has been amazing to see how these foodservice operators have shown 
ingenuity and perseverance, adapting their business to the most challenging of 
times – something we have been reporting through our Bulletins.

We do not yet know how many restaurants and cafés will not 
re-open as clearly their businesses will continue to be severely 
affected for the remainder of 2020 and at least into the first half 
of 2021.  

If we were to take an educated guess based on current economic 
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and market data, up to 20% of 
all restaurants and cafés across 
the country could close their 
doors permanently before this 
crisis is over. 

That means as many as 6,000 to 
6,500 restaurants and cafés may not 
re-open again. HOWEVER, we do not 
really know how it will pan out over 
the next six to twelve months, no one 
can say anything with any certainty as 
we are going through totally uncharted 
territory.

THE QSR MARKET

As we have previously 
reported, the QSR 
Chains are currently 
killing it – the number 
of meals served in 
an average day by 
a QSR Chain outlet 
has increased by 
33% compared with 
pre-Covid lockdown 
measures.  

This upsurge is likely to continue until 
the foodservice market returns to 
some form of normality no earlier than 
in the latter part of 2021. 

Equally, the QSR Independents are 
also successful during this crisis, and 
we foresee their business volumes to 

stay high even beyond 2021.

HOTELS & MOTELS

Quite obviously, hotels and motels’ 
foodservice business will continue to be 
severely impacted for at least the next 
12 months. Albeit, domestic holiday 
travel will to some extent gradually offset 
the lack of international visitor arrivals, 
this foodservice channel is even more 
severely impacted compared with other 
commercial foodservice channels by 
the global crisis.
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Sissel

PUBS & CLUBS

Although the Pubs were slow to change their foodservice business in the 
beginning of the lockdown, they have now upped their game – introducing new 
and reduced menus, promoting takeaway and home delivery. The outlook 
for Pubs is somewhat better than that for Restaurants and Cafés; 
quite simply because their foodservice business is supported by 
their liquor business.

The same can be said for Clubs. Patrons frequent their club not only for a meal, 
but equally for gaming and general entertainment.

FUNCTION CATERERS

The outlook for Function Caterers is in line with that of Restaurants and Cafés. 
Obviously, their businesses have been and will continue to be severely affected 
as long as limitations on social and business gatherings remain in place.  We do 
not see any real upturn for this foodservice channel until mid-2021.

In our next Bulletin, we bring you the findings from our survey of the New Zealand 
Foodservice market, and what is really unnecessary to say – this is a moving 
feast, to say the least! 

Hence, we will continue to monitor the Australian Foodservice 
market through research data, market insights and our 
evaluation of the Australian economy for the foreseeable future.

Until then, stay safe – this, too, shall pass…….

Kind regards, 
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