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Confusion reigns while
hospitality profit margins fall

JULIANNE DOWWLING
April 29, 2010

Yivo Cafe Group director &ngela Yithoulkas zavs with increasing financial
prezzures "zomething has to give". Picture: &ngela Brkic.

army restaurateurs and cafe owners are confused about the
weekend and public holiday penalties and loading costs on staff
wages, but the higgest blow s yet to come from labour
shortages, says an industry body.

According to the Festaurant & Catering Association, a further
escalation of wages is likely due to skill and labour shortages,
exacerbated by permanent wisa changes on cooking courses for
overseas students which has led to a smaller pool of kitchen
hands, cooks and wait staff,

Chief executive John Hart has criticized the federal government
for not thinking through the implications for employers in their
recent crackdomeam.

“Welve got to throws the switch on in bringing more [abour from
overseas, and solve the skill shortage through migration,” he
said. "There's got to be more done on that front”

The industry also had to pay up to & per cent per cent maore in
tarch and Apnlwages for the increased incidence of public
holidays falling on long weekends, which affected loading
variations.

"Crwverall, that's a large amount because it's a labour intensive
industry,” Mr Hart said.

Festaurateurs are uncertain about changes the Fair Work Act
may bring. o far, penalty changes which came into effect aon
January 1 affect Queensland restaurants paying their casual
staff onweekends and public holidays.

In fact, Mr Hart says NSW restaurant owners could have less
wages to pay if their warkers are on a N3SWY state award, which
means the Saturday penalty rate can fall from 150 per cent to
128 per cent with the exception of any waork done after 10 pm,
which attracts an additional loading.

In Yictoria, restaurants can fall under either a national
employment award or a federal agreement, which may cover
individual warkers ar an entire business.

But the level of wage wariations all depend upon the jurisdiction,
the awards, the business type, and whether its 2 sole trader ar a
COMpany.

From July 1, any other dollar provisions in the awards kick in,
such as a new award rate. However, there's a minimum wage
case currently undensay with Fair VWork Australia, which will
determine the minimum rate flow-on for all awards.

The restaurant and catering industry say it is also concerned
about labour shortages arising from the federal government's
end to permanent visa-driven enrolments by international
students arriving in Australia to undertake cooking courses. It's
estimated this will cut about 6,000 warkers out of the market.

The government's policy-making focus was the promotion of
residency by the training providers, but not on the needs of
employvers, Mr Hart said.

“WWeve had lots of feedback from employers about how they're
suffering (from reduced international student numhbers).

"The problem is Aussies won't do the dirty kitchen work. We
relied on those overseas workers, and e no idea how we will fill
that gap.”

The industry argues that it now employs one in three people in
the Australian workforce, resulting in a huge shift away from
'rocks and crops' towards a more service-based ecaonony.

fr Hart said declining profitability of the industry also makes it
tougher for the operators,

"In the last six years, we've gone from (wages hills representing)
a8 per cent to 42 per cent as a percentage of overall revenue.

“YWhile our revenue has increased, the profits are down.

"Skyears ago, the average profit marginwas 3.6 per cent, and
we suspect it's less than 2 per cent.. so if wou looked at in terms
of rate of return, then why would you do it

Vivo Cafe Group, which covers three cafes in Sydney, is
extending their trading hours every week day to 9.30 pm in two of
their cafes — partly as a way to increase revenue to cover the
cost spike from power bills, rent and insurance.

"There's a hig market to extend (hours) in the CBD," said Angela
Withoulkas, director and co-founder,

"Marmally, I'd employ four to five staff, but | think itwaill have to be
less staff, and customers will have to cope with that in terms of a
longer wait. Something has to give.”

f= Yithoulkas said she understood the new wage rates may well
go up by 20 per cent after Juby, "hut nobody knows "

"They say that not much is changing, but there's already
changes on the Superannuation Guarantee, given that the
minimum guarantee threshold has dropped to $350 per week.

"Once you start copping power hills, and rent increases, then
anything else is the strawy that breaks the camel's back.

"=ofor those of us who don't night trade, we may actually be
under-staffed in future because where will the extra money come
from? VWe can't pass on everything to customers.”
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