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What is an appropriate pension arrangement? 
Employers basically have two choices. The first alternative is to set-up a 
company pension plan. This plan will need to meet certain criteria both 
in terms of eligibility; contribution levels, investment selection and the 
joining process, and be successfully certified with the Pensions Regulator. 
Once certified, your plan will be known as a Qualifying Workplace 
Pension Scheme (QWPS).

The other choice is to use NEST, which will be a trust-based defined 
contribution pension scheme. It will have a fairly limited range of 
investment fund choices, a charging structure that will be similar to a 
personal pension plan in its style, and a member’s account will be based 
on his/her National Insurance Number, and will therefore follow them 
from job to job. 

The Comprehensive Spending Review announcement confirmed that 
the Government’s spending on NEST (via the Department of Work & 
Pensions) has been safeguarded and that the establishment of NEST 
and its accompanying administration will therefore be going ahead as 
planned.

And what is the cost?
Assuming a current scheme contributing at least eight per cent of 
earnings is not already in place, there are four alternative bases of 
minimum contributions, one of which needs to be achieved by the time 
‘steady state’ – October 2017 – is reached. These are as follows:
•	 9 per cent of basic pay (including at least 4 per cent employer)
•	 8 per cent of basic pay (including at least 3 per cent employer) 

providing pensionable pay at least 85 per cent of total pay
•	 7 per cent of pay (including at least 3 per cent employer) providing 

that 100 per cent of total pay is pensionable
•	 8 per cent of banded earnings (including at least 3 per cent employer) 

– the current basis
 
Regardless of whether an employer selects the QWPS or NEST route 
(or perhaps even a combination of the two), the legislation obliges you 
to auto enrol all ‘eligible jobholders’ – as defined above – within three 
months of their starting to work. Following their auto enrolment, the 
individual staff member has a maximum of one further month to elect 
to opt out. But be warned, to be seen to be ‘encouraging’ opt outs is a 
punishable offence under the legislation. 

We are already helping a number of operators to calculate the potential 
additional employer costs that auto enrolment will bring, and providing 
alternative solutions that should help to lessen the direct impact. Whilst 
these changes will bring unwelcome costs and extra administration to 
operators, unfortunately these changes are coming and we are  
advising clients to start considering the effects on their business as soon 
as possible.
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What was the plan?
At YO! Sushi we built our website with the purpose of being a place for 
our customers, brand fans and anyone with a keyboard to discuss their 
experiences, opinions, ideas, wishes, photos, happy moments and films. 
The website was basically the digital equivalent of a house that needs 
filling with people, booze, nibbles and music to create your very own 
house party.

How do you get this party started? 
You need to invite people in a way that gets people talking about your 
party so that they want to be part of it and brings their friends. It is all 
about getting little bits of you into all of the mass channels out there 
including You Tube, Google (Maps and keywords), Flickr, Bebo, Twitter, 
MySpace, plus hundreds of other sites with a similar purpose. You will 
not beat them, so it’s best to join them. There are also the obvious 
smartphone apps that allow people to have you in their pocket (maybe 
that is for another article as that is a subject in itself).

So where do you start?
The first step is to set yourself up on a few channels. I would recommend 
Twitter as a good starting point. Go to Twitter.com and search for your 
restaurant name, I bet you that people are talking about you and you are 
not even part of the conversation. This could be championing your brand, 
giving you insight for free or people could even be dragging your good 
name through the mud for something you were not even aware of.

In the last twelve months YO! Sushi has launched an award 
winning new website which fully incorporates social media. 
Mark McCulloch, Head of Marketing at YO! Sushi, describes how 
this was done. 
 
In recent years our sector has seen the reliance on discount and deals 
to drive short term sales, but what else can you do to engage your 
customer longer term and create true engagement? How can you 
speak to customers that you could never normally reach using them 
to market for you and drive your reputation faster and in more real-
time that an offline PR strategy ever can? A carefully planned and 
executed digital strategy can, but only if treated as business as usual 
and not black magic.

FOLLOW YO! LEADER

Get more followers, just use the force!
With Twitter on week one we had 24 followers. This is not quite where I 
wanted us to be. We started off small and offered people a chance to win 
badges every other day. This became popular and we were soon in the 
hundreds, but we needed more followers. 

I had found an innovation online directly connected with sushi that had 
been showcased at a comic fare which turned anyone I showed these to 
into a quivering wreck. The items were only available in Japan and they 
are called ‘chopsabers’. These are basically two chopsticks that are made 
of plastic and look like lightsabers from the film Star Wars. I grabbed a 
picture from Google and ‘tweeted it’. It went crazy getting ‘retweeted’ 
every couple of minutes and then you are getting eyeballs. 

People like you to be active on Twitter so they start following you even 
though you may not trade in their country. They like what you have to 
say which helps people engage in the brand.  

We then sourced the chopsabers for £17.99 and ran a competition 
on Twitter which simply asked people to follow us and Retweet our 
competition message. We received over 700 followers from this exercise 
alone.
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Customer feedback
We invested in a customer feedback programme which is invaluable and 
enables customers to feedback about a specific meal, and highlights 
areas of delight and for improvement. However, to make this three 
dimensional, listening to real time conversations about your brand, and 
how people are using it and what people are saying about it every second 
is really very interesting. 

People are very emotional about restaurant brands. One of the greatest 
advantages of being part of the conversation is that if someone has 
had a great or poor experience you can get involved and thank them, or 
approach the matter head on. You will be surprised about how grateful 
the customer will be that you got in touch.

You don’t own your brand anymore
Of course, you own your brand in terms of the marketing messages you 
are sending out, posters in your windows, restaurant experience etc. 
However, the perception of your brand and how it lives and breathes 
outside is in the hands of the general public who have instant access to 
millions of people via their own social networks and blogs. We had our 
own challenge when setting off on the social media quest.

We had a ‘Fan’ page on facebook which had just over 9,000 fans and 
they were joining in their droves as they thought this was an official fan 
page (and why wouldn’t they, it had the logo, our brand name etc.). This 
was an issue as this page ranked top when you searched for YO! Sushi, 
so it gained authority in people’s minds, which means we could not 
communicate with them. We contacted the group owner to help us gain 
control of the fan page. However, in the end we spoke to Facebook and 
they concurred this could be brand damaging and shut the group down. It 
was a case of quantity, not quality.

Conclusion
I will leave you with one last piece of advice on social media and the 
misperceptions that come with it. I attended a digital conference lately 
and someone on a panel mentioned that social media is all about backing 
the right horse. That is true, but the trouble is there is not just one horse, 
there are 25 at least. 

So to win the race in social media you unfortunately have to back all of 
them, even the ones that may not be right for your brand, otherwise you 
may just be left far behind everyone else.

Do
•	 Employ someone who ‘gets it’ or shows the enthusiasm for social 

media to run it. It may be the office junior, just give them some 
help and guidance. If you have an employee who is always on 
facebook, then they are the one to embrace.

•	 Make your updates and content interesting and worth reading/
being part of.

•	 Make your channel name simple (no hyphens and difficult to 
remember).

•	 Reward people with instant wins and prizes. Surprise and delight.
•	 Tell people at every opportunity that they can get closer to you 

by following you or joining your group.
•	 Encourage people to ‘Retweet’ your messages and get them to 

follow you to enter any competitions.
•	 See it as an extension of your loyalty club and customer feedback 

programme.
•	 Make competitions global and engage across the world.
•	 Tell people your plans and ask them what they think.
•	 Talk about your latest audience.
•	 Answer queries online.
•	 Buy an iphone – essential for updating on the run or at weekends.
•	 Download a social media dashboard like Tweetdeck.
•	 Commit to it, it will take up a lot of time, so be prepared for that.
 
Don’t
•	 Tweet about anything, you must link it with your brand, what you 

are trying to achieve. Constantly feed the perception that you 
want to build in people’s minds.

•	 Tweet too much – people will switch off.
•	 Get angry with a customer or defensive – take the complaint 

offline. Ask for their email address.
•	 Swear, ever.
•	 Do it when a little tipsy, it is tempting, but don’t do it!
•	 Start and then stop, better not to participate at all.

Dos and don’ts
Here are some quick do’s and 
don’ts to help you navigate 
your way through the world 
of social media.
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After a long period of caution there are signs that deal making in the 
restaurant sector is heating up. Will Baxter and Andy Harris review 
what has happened in the last six months, and examine the concepts 
that may attract M&A activity in 2011.
 
Since late 2007, corporate and private equity M&A activity in the R&B 
sector has been virtually non-existent, with the notable exception of 
bank controlled restructurings and sales of assets out of administration. 
Inevitably these transactions attracted profit multiples that dissuaded 
owners of non-distressed assets from commencing sale or fund raising 
processes.

Summer activity 
During the summer, this started to change. BDO client Carluccio’s 
accepted a £90m bid from Landmark Group which represents a 10x 
EBITDA multiple and a return to the sector of double digit pricing which 
has not been seen since the end of the consumer boom in 2007.  

At the same time, rival casual dining operator Clapham House, also 
a client of BDO, was revealed to be in talks with its single largest 
shareholder, Capricorn Ventures, which had built a 29 per cent stake in 
the burger and Greek restaurant chain over time.

The sliding of the Clapham House share price in the months preceding 
the announcement of a recommended offer enabled Capricorn, through 
its existing investment in Nando Holdings, to acquire the group for £30m 
or 74p a share. Clapham House’s management tell us that this price 
represents an 8x EBITDA multiple. Whilst this is some way behind the 
multiple paid for Carluccio’s, it is almost 50 per cent ahead of the level at 
which its shares were trading (50p) in January 2010.

One point to note is that both these deals were funded without debt; the 
cash rich nature of the acquirers enabled them to fully fund the deals at 
relatively high multiples. Potential acquirers who require debt to finance 
a deal will not be able to offer such high valuations, due to the low 
lending multiples available.

RESTAURANT SECTOR ACTIVITY 
HEATS-UP

Recent Private Equity activity
Private equity backed restaurant groups have also seen activity levels 
increase over the summer. In August of this year TDR Capital acquired 
333 wet led pubs from M&B for £373m, at a multiple of 7x EBITDA. This 
multiple will have been dampened by the difficulties that have been faced 
by wet led and late night venues during the recession. 

The last two months have also seen Lion Capital commencing a sale 
process for Wagamama, while Eat, the sandwich chain, is once again 
being marketed by Penta Capital after the auction in 2008 was pulled. 
The multiples achieved on Carluccio’s and, to a lesser extent, Clapham 
House, will have encouraged frustrated vendors to return to a market 
which has effectively been closed for business since 2007.

Current market conditions perhaps offer a window of opportunity for 
those who believe 2011 could be a difficult year for trading on the back of 
rises in VAT and unemployment. This is especially so for companies which 
are owned by private equity as the timing of divestment will be being 
driven by the longstop date of the fund cycle.

At the smaller end of the scale, BDO has recently witnessed a large 
increase in the volume of small cap asset disposals and private fund 
raisings. These are largely driven by the availability of clusters of assets, 
often being spun out of distressed bank controlled situations.

In many cases parcels of assets are shed with stapled debt packages 
enabling shrewd operators to gain exposure to significant asset value with 
minimal equity exposure. One example of this was Giraffe’s acquisition of 
nine Tootsies sites in a deal advised by our M&A and Restructuring teams.  
Another BDO client Prezzo acquired 11 Café Uno sites out of a similar 
situation.

In a number of instances (eg: the start-up of an ethnic casual dining 
concept for the specific purpose of rolling out), the private fund raisings 
we are seeing relate to start-up restaurant concepts, where the operators 
are using funds raised to rent good sites which have become available 
during the recession, so that they are well positioned for growth when 
the consumer upturn arrives.
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Bank lending to support M&A activity
While the debt markets are undeniably still fragile, there is evidence to 
suggest that for good quality concepts, certain banks are willing to lend 
to refinance businesses, fund acquisitions, buy-outs or roll-outs.

Debt multiples in the sector also seem to be improving, although they 
remain well below the 3 to 4 times EBITDA multiples that applied for a 
mid market leasehold restaurant operator or 6 to 7 times for a freehold 
hotel or pub operator in 2007. Whereas senior debt multiples were only 
c1 to 1.5 x EBITDA for a mid market leasehold operator in the credit 
crunch, they are higher for good quality businesses – perhaps 2 – 3x.

However, this improved lending landscape is partly offset by the need 
for a massive number of future refinancings of bank facilities that are due 
to expire in 2011/2012 (ie five years after the peaks of the debt fuelled 
private equity boom). These refinancings will use a significant proportion 
of the banks’ lending capacity, which will limit roll-out /acquisition 
lending to only the best operators.
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Future M&A trends
In the next 12 months, PE houses will become increasingly desperate 
to make acquisitions (and to exit existing investments) in all sectors to 
demonstrate to their fund investors that they are worthy of new funds 
in the future. Accordingly, we expect to see a number of primary and 
secondary buy-outs (ie where one PE house sells to another) in the wider 
market in the next 12-18 months. 

However, in our forthcoming BDO Private Equity Survey 2010/11, we 
find that 40 per cent of the PE managers surveyed thought that Leisure 
and Hospitality would be the sector that attracts the least investment in 
the next 12 months (the second worst sector response, with only retail 
receiving a worse rating).

Furthermore, 28 per cent of the respondents thought that the sector 
would suffer from decreasing valuations over the next 24 months. 
These answers were no doubt fuelled by concerns of the impact of the 
Comprehensive Spending Review on unemployment levels and consumer 
spending. 

On a brighter note, some PE Houses that have historically not focused on 
this sector are starting to take a greater interest as they feel that some 
valuations could understate business potential. There are also other PE 
Houses that continued to invest in mid market leisure during the credit 
crunch, such as Kings Park Capital.   

Despite the negative short term outlook on the R&B sector illustrated 
in the BDO Survey, there will still be strong PE interest for high quality, 
scalable concepts. We set out below a number of mid market concepts 
that have started to undertake a roll-out strategy in the last 12 months 
and who could therefore attract investment interest.

Notable mid market roll outs
After a period of sector stagnation in 2009, we have seen the accelerated 
roll-out of a number of newer mid-market concepts in 2010:
•	 Jamie’s Italian is probably the most notable recent roll-out concept in 

the mid market with 15 outlets now open.
•	 Busaba Eathai (backed by Phoenix Capital) has doubled to six sites in 

2010, after a two year hiatus following Phoenix’s investment.
•	 Cote, the French Brassiere concept backed by Richard Caring, now has 

21 sites.
•	 Bill’s Produce, another member of the Richard Caring stable, has 

started to roll-out its grocer/restaurant concept to four sites, and is 
considering a smaller format to widen its roll-out potential.

•	 Drake and Morgan, the bespoke bar and food operator has opened 
four individually branded sites since its inception, including the Folly 
this month, in time for the Christmas rush. 

•	 Chilango, the Mexican operator, will be looking to accelerate its roll-
out, after increasing to four sites, including two outside London.

•	 Ping Pong is looking to accelerate both its UK presence (currently 12 
London sites) and its international portfolio (having already opened 
in Washington and Sao Paulo and Dubai). Furthermore, it has recently 
opened its first ‘Now’ express restaurant concept in Liverpool Street to 
great acclaim. 

 
A number of these concepts are likely to be the subject of interest from 
trade buyers, PE houses and AIM investors alike in 2011. For example, 
there will be speculation over whether Jamie Oliver will cash in on his 
Jamie’s Italian concept, while the business is such a hot brand, either 
through a trade sale or an IPO.

Similarly, Cote has all the key M&A ingredients in place; a fresh but 
proven concept, which has been rolled out beyond London but still has 
massive scope for expansion, run by an experienced, proven management 
team. History could well repeat itself as Cote follows the course steered 
by Strada on the journey which culminated in its sale to Tragus.  

However, everyone will be closely monitoring the Christmas LFL sales 
trends partly to assess consumer confidence, (particularly in the light 
of the Public Sector Spending Review), and partly to identify the festive 
winners and the turkeys. If robust trading figures prevail amongst the 
stronger players, that may be the trigger that persuades PE and trade 
buyers to invest.  

Conclusion
After a long period of uncertainty, there are definite signs that 
transactional activity in the R&B sector is picking up, even if PE houses 
are still nervous about consumer sectors. 

The new wave of mid market concepts that have managed to grow 
despite unprecedented market conditions, will stimulate M&A interest 
in 2011. Meanwhile, quality assets are now fetching prices comparable 
to those achieved in 2007, which will lead to more sales mandates in the 
next 12 months. So the conditions for M&A in the R&B sector are starting 
to fall into place; with a following wind, 2011 may be the year that M&A 
is back on the menu! 



Novemeber 2010  Restaurant and Bars Report  19

Having taken over the reins from Bob Cotton during the summer,  
Ufi Ibrahim, the new Chief Executive of the BHA, talks about forming 
a new partnership with the Government, and why the hospitality 
sector holds so much potential. 

PUTTING THE WORLD TO RIGHTS: 
AN INTERVIEW WITH UFI IBRAHIM

Three months into the new job how have you found things?
Exciting.  The new Government means we have a huge opportunity to 
form a pragmatic partnership with it in order to drive the sector forward. 
At the same time we’re just coming out of a recession so I’m realistic. I 
am concerned about next year, particularly as the Government will be 
cutting back, but the industry has a huge opportunity to create additional 
jobs. The Government recognises this.

Did anything in the Comprehensive Spending Review shock you?
We were expecting cutbacks, especially in the funds granted to Visit 
Britain and Visit England.  Clearly a 34 per cent reduction is a big 
proportional cut, particularly considering they’ve already had significant 
cuts in the last few years. So you’re looking at a huge shrinkage in funds 
used to promote our industry and encourage tourism demand. So that’s 
quite disappointing and concerning. We just have to work around it.

As you have mentioned the BHA’s new proposition calls upon a 
pragmatic partnership between the sector and Government. What 
does that mean in practical terms?
The proposition makes it very clear that we are operating in a global 
context where competition is intense. Many of our global competitors 
recognise the importance of hospitality and bring together the public and 
private sectors to coordinate policy.

We are calling for the same thing to happen here in terms of creating a 
cross-cabinet committee for hospitality and tourism. This would help 
ensure that whenever government departments propose new regulations 
their impact on our sector is at least considered. We have a problem, 
here, because the hospitality sector is so diverse and fragmented. Few 
government departments have a clear understanding of the impact that 
changes in their area have on the sector as a whole. At the moment we 
have regulations coming out of all departments and we can’t do anything 
about them until it’s almost too late. Overall, we want to be much more 
proactive rather than reactive. 

UFI IBRAHIM  
BHA Chief Executive
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Looking forward, what do you think 
the next 12 months holds for the 
sector?
Well, I think there will be a squeeze on 
demand. But having said that there could 
be a number of areas where there is 
growth, and we need to wrap our arms 
around these. What is promising is the 
quality of the product that is coming 
through.

The hotel industry will continue to expand with new hotels – we estimate 
a further 10,000 new rooms this year and 18,000 planned for 2011 -  so 
the investment is there. We have more Michelin starred restaurants than 
ever before. I was recently at the Young Chef Young Waiter Awards and 
the sheer quality and passion of the entrants was pretty impressive. So 
we have the product. We need to encourage demand but we have to 
recognise that special offers and special deals eat into margins, so we’re 
not out of the woods yet.

The 2012 Olympics, is the sector really going to benefit as much as 
some people think?
Yes it will - I have no doubt. Already we are seeing some of the catering 
companies talking about figures of 18m meals to be served during the 
Olympic period. This is phenomenal. 

Concern has been raised by some organisations about displacement 
of demand either side of the Games, but London has such a broadly 
based tourism economy. London will be very busy. I think the Games 
will hugely benefit Britain generally, raising our profile on the world 
tourism stage. My message would be stop complaining that we may lose 
demand, and start working to make sure that it doesn’t happen. Hence 
our commitment to host a high level hospitality and tourism leaders 
conference in 2012 to help extend and spread the tourism legacy.

If you had to choose a favourite restaurant or bar which ones would 
you pick?
I can’t – daren’t! But it would definitely be in the UK!

Can we learn anything else from other countries about championing 
the hospitality sector?
It’s always difficult when you compare countries. I’ve heard the argument 
many times that you can’t compare Britain to China for instance, because 
in China you have a much more centralised system. I don’t actually agree 
with that. I think you must compare with China, and the other emerging 
countries, because they are doing things that will have an impact on us. 

For example, China has officially adopted tourism as one of the five 
pillars of its economy. There, hospitality is an engine for job creation, 
investment and exports. We have to recognise the competition that this 
creates, and we have to meet it. 

Many operators we talk to are just very frustrated about the level of 
red tape. Do you think the Government will be able to stick with its 
one-in one-out rule for new legislation? 
It’s difficult to answer that as I see so much uncertainty over what the 
Government is planning. At the moment we are lacking a lot of the 
details behind many of the initiatives that have been announced. This is 
where I see an opportunity for us in the industry.

Instead of moaning and complaining, we should be helping the 
Government to understand how things can be implemented 
pragmatically. We should be looking to provide solutions and 
alternatives. At the moment, I think the Government is open to this. This 
is the space where I am looking to place the BHA - as a solution-provider. 

The other big issue is the immigration cap. Are there any signs that 
the Government might change its mind on this?
We are very concerned about this. It should be scrapped. Worryingly, 
when you talk to some of the officials they just don’t seem to understand 
the need for speciality staff with world cuisine skills. If the Government 
doesn’t address this issue, areas like London, which has become one 
of the greatest cities for eating out, with cuisines from all over the 
world, will suffer. This is quite scary. But we’re in discussions with the 
Government and we’ll continue to press home the arguments until the 
message gets across.
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