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The impact of coronavirus on the fast-food industry: Old Oak Café and Restaurant case:



















At the beginning of 2020, the whole world faces a new unprecedented sanitary crisis. The covid-19 pandemic spread across the globe, from China to the USA, from the UK to South Africa. The covid-19 pandemic was extended with the speed of news.
In England, many ‘non-essential retail’ was closed for the first time and then re-open gradually with lots of safety measures. This was the case with lots of restaurants and fast-food shops. 
KPMG affirms in their latest edition of the CEO survey that after “18 months since the World Health Organization declared a global pandemic”[footnoteRef:1], the “optimism is back in the boardroom,”[footnoteRef:2] and the CEOs and managers have an optimistic point view for the future of the companies. The reality is that the UK government tried to minimalize the effect of the covid over the business through economic measurements and guidance.[footnoteRef:3] Even if the UK government supported the restaurant and fast-food industry, there has been definitively closure of restaurants due to pandemic issues (from lack of customers to dispute with landlords, from sickness of the staff to the incapacity to adapt to food delivery).[footnoteRef:4] [1:  06/01/2022: https://home.kpmg/xx/en/home/insights/2021/08/kpmg-2021-ceo-outlook.html ]  [2:  06/01/2022: idem ibidem: https://home.kpmg/xx/en/home/insights/2021/08/kpmg-2021-ceo-outlook.html ]  [3:  06/01/2022: https://www.gov.uk/guidance/working-safely-during-covid-19/restaurants-pubs-bars-nightclubs-and-takeaway-services ]  [4:  06/01/2022: a clear image of London Restaurants closed till 21 June 2021: https://london.eater.com/21375086/london-restaurants-closed-coronavirus-pandemic-uk ] 

In this rapport, we will analyse the case of one fast-food restaurant: Old Oak Café and Restaurant. Located at 2 Victoria Terrace, London, NW106EG, Old Oak Café is a restaurant that mainly serves Breakfast and Lunches. The previous owner closed the location due to the lack of clients and the renovations that need to be done to the restaurant. When the pandemic starts, chef Abdul puts his time and effort to renovate and reopening the restaurant with his brother Ali's help. They invest in Old Oak Café from the restaurant’s refurbishment to the new menus. All the effort they put into the new restaurant paid off with a good review rating from the clients: 4.3 stars from 5.[footnoteRef:5] Even in a pandemic time, with their passion and client approach, chef Abdul and chef Ali build a relationship with their customers in order to add to the clients and from the clients more value. Kotler and Armstrong, in their book Principles of Marketing, “define marketing as the process by which companies engage customers, build strong customers relationships, and create customers value to capture value from customers in return.”[footnoteRef:6] So, the family owners of Old Oak Café and Restaurant naturally build ‘customer relationships, but it’s a must to see the company situation by doing a SWOT analysis. According to Kotler and Armstrong, “the marketing function begins with a complete analysis of the company’s situation.”[footnoteRef:7] The most comprehensive one is a SWOT analysis. Kotler and Armstrong describe it in the following figure: [5:  06/01/2022: https://www.google.co.uk/maps/place/Old+Oak+Cafe/@51.5389999,-0.2486076,16.5z/data=!4m7!3m6!1s0x487611c456b7a363:0x3363d472636ad148!8m2!3d51.5281344!4d-0.2506231!9m1!1b1 ]  [6:  Kotler P, Armstrong G, Opresnik M.O., 2018, Principles of Marketing, 17th Edition, Pearson, p. 29.]  [7:  Kotler P, Armstrong G, Opresnik M.O., 2018, Principles of Marketing, 17th Edition, Pearson, p.79.] 
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Description automatically generated]Figure 1, SWOT Analysis described by Kotler and Armstrong, in Principles of Marketing:[footnoteRef:8]  [8:  Source figure: Kotler P, Armstrong G, Opresnik M.O., 2018, Principles of Marketing, 17th Edition, Pearson, p.80.] 

Our SWOT Analysis of Old Oak Café and Restaurants presents the following:
1. Strengths: being a family business, the main strengths are represented by chef Abdul and chef Ali. They make the business run; they interface with clients and make clients happy with their positive approach. They are helped with the necessary cleaning and tidiness by their sister. Another strength is the menu adapted to the customers' needs. When customers are asked about pizzas, Old Oak Café and Restaurant will purchase a pizza oven to satisfy the client’s needs. By contrast with McDonald’s, which will never add pizza to their menu, McDonald’s will remain a burgher-oriented fast-food restaurant despite how many clients demand pizza.
2. Opportunities: a good opportunity is the location of the business Old Oak Café and Restaurant. There was a restaurant in that place, which was positive because some clients knew the sites. But to put the locations in a good spotlight, the business owners put a lot of effort into modernising and renovating the place. Although they have done an excellent job renovating the restaurant location, they are still investing in the renovations. Around the restaurant, there are a lot of office buildings that will reopen once the covid pandemic ends. This is an ample opportunity for Old Oak Café and Restaurant to increase their satisfied customers and sales. Also, a construction site could represent a good source of revenue for the restaurant, once the builders that work there will eat at Old Oak Café and Restaurant. For that reason, a targeted marketing campaign could bring a more significant market share.
3. Weaknesses: although there are many strengths and opportunities, we must be aware of the weaknesses. Being a family business, it’s essential for its excellent client approach and positive culture. Still, hiring more personnel and training them to deliver the same good client’s approach will be needed for the sales to increase. Even if it’s a positive aspect that there are no other restaurants around the area, this impacts the fact that the deliveries companies like Deliveroo and Uber will have no drivers to make deliveries for Old Oak Café and Restaurant. This negative aspect could be transformed into a positive factor if an employee of Old Oak Café does the deliveries for the restaurant. For that to happen, there will need to be put effort into marketing strategies and employment of the new staff. Chef Abdul and chef Ali want to bring their restaurant to a new level, and for that reason, they have a good chance of success.
4. Threats: one of the biggest threats in the current time is the covid19 pandemic. Depending on the pandemic's evolution, the government's regulations could close the public restaurants. This means that only the takeaway deliveries will be operated, or the government could decide on another lockdown that will affect all the restaurants and takeaway deliveries. Even if those negative scenarios never occur, chef Abdul and chef Ali should be prepared for the worst and act to expand their market share as much as possible.
According to our SWOT analysis on Old Oak Café and Restaurant, the critical aspect of the company’s strength relies on the family business model around chef Abdul and chef Ali. The business's evolution depends on them and their wish to face new expanding challenges to gain more market shares.
A couple of macro-environmental factors on the market could influence a business to expand. In our, SWOT analyses we quickly talk about the threat to the industry posed by the covid 19 pandemic, but more macro-environmental factors could influence the company. Those factors we will analyse in the PESTEL model. Since we live in a time where the company's external environment will have a significant impact on the company, PESTEL analyses is an essential tool because it “is a useful way of looking at the external environment”[footnoteRef:9] like Jim Blythe state in Essentials of Marketing. PESTEL is an acronym for Political, Economic, Social, Technological, Environmental and Legal.[footnoteRef:10] [9:  Blythe, J., 2005, Essentials of Marketing, 3rd Edition, Pearson, p. 25. ]  [10:  08/01/2022 https://blog.oxfordcollegeofmarketing.com/2016/06/30/pestel-analysis/ ] 

Kotler and Armstrong in Principles of Marketing state that “the Political environment consists of laws, government agencies, and pressure groups that influence or limit various organisations and individuals in a given society”[footnoteRef:11]. Before the covid 19 pandemic, no one imagined that the government would impact so much the companies, but the government’s response to the coronavirus pandemic has an impact all over society. At the first time, the government just let all the actors in society follow the World Health Organization’s advice: keep the social distancing rules, wash the hands, wear a face mask, etc.[footnoteRef:12] But when the covid 19 issue was growing, the UK Government put the guidance for the lockdown. So, a virus spreading at high speed in society forced the government to impose the lockdown. All the business was affected, especially the services like restaurants. When the UK Government allows the lockdown’s restrictions to be reliefs (according to the lower rate of spread of the covid 19 virus in the society), the restaurants adapt themselves and offer “takeaways services and outdoors dining”[footnoteRef:13]. But, according to the Office of National Statistics, the “revival was particularly strong for the restaurant and mobile food service activities sub-sector where turnover in May 2021 was £3.3 billion, five and a half times what it was in May 2020”[footnoteRef:14]. This means that once the UK Government allows the restrictions to be lifted, the restaurants adapt fast and deliver food to the final customer directly by their services or by using delivery platforms like Deliveroo and Uber Eats. In the primary time, the UK Government put an economic measure unique design to boost public confidence in eating out in restaurants, cafes, bars, pubs, work, and school canteens, food halls: “The Eat Out to Help Out Scheme”.[footnoteRef:15] Even if this support from the UK Government was positive since “overall, £849 million was claimed under the Scheme across 78,116 outlets”[footnoteRef:16], from the middle of September 2020, the eating outside dropped due to the restrictions that were re-imposed by the UK Government.[footnoteRef:17] (Anyway, according to the report of the Eat Out to Help Out Scheme, the UK Government paid only £840 million from the £849 million demanded because of the “rejected claims or errors in payment details.”[footnoteRef:18] But, this payment was way higher than the Treasury forecast announcement: £500 million.) [11:  Kotler P, Armstrong G, Opresnik M.O., 2018, Principles of Marketing, 17th Edition, Pearson, p. 108.]  [12:  09/01/2022 https://www.who.int/emergencies/diseases/novel-coronavirus-2019/advice-for-public ]  [13:  09/01/2022 https://www.ons.gov.uk/businessindustryandtrade/business/activitysizeandlocation/articles/coronavirusanditsimpactonukhospitality/january2020tojune2021 ]  [14:  09/01/2022 idem ibidem: https://www.ons.gov.uk/businessindustryandtrade/business/activitysizeandlocation/articles/coronavirusanditsimpactonukhospitality/january2020tojune2021 ]  [15:  09/01/2022 https://www.gov.uk/guidance/get-a-discount-with-the-eat-out-to-help-out-scheme ]  [16:  09/01/2022 https://commonslibrary.parliament.uk/research-briefings/cbp-8978/ ]  [17:  09/01/2022 idem ibidem https://commonslibrary.parliament.uk/research-briefings/cbp-8978/]  [18:  09/01/2022 idem ibidem https://commonslibrary.parliament.uk/research-briefings/cbp-8978/ ] 

The UK Government, throughout his Food Standards Agency website, gave business guidance for reopening and adapting food business during Covid 19.[footnoteRef:19] So, the UK Government played a significant role during this pandemic time that we are crossing on; this means that the Political factor from the PESTEL analysis is one of the most critical players in the company’s macro-environment in the UK.  [19:  09/01/2022 https://www.food.gov.uk/business-guidance/changing-your-business-model ] 

In the case of Old Oak Café and Restaurant, chefs Abdul and Ali opened it in December 2020 with all the health and safety measurements imposed by UK Government and authorities: social distancing, hand sanitising gel, etc. And strive for the best in the covid19 pandemic circumstances. Chef Ali mentions to me that “due to the new Omicron Covid19 virus, the students from the campus ordered the food over the phone and came to collect it and enjoy it into their rooms”. In this pandemic time, chef Ali observed how customers’ behaviours were adapted to the new rules and guidance framed by the Government. Ali’s fear inspired by the UK Government’s measures is that “a new lockdown could be very bad for all the restaurant industry.” Still, chef Ali and his brother, chef Abdul is ready to adapt to any economic circumstance. And they are confidents because that they saw good willingness in some of the UK Government measures (like Eat Out to Help Out Scheme).
In the PESTEL model of analysing a business's macro-environment, the first E stands from Economic factors. On the one hand, the restaurants’ industry proves the capability of adapting to new and unpredicted covid19 pandemic time by offering the possibility of takeaway orders to the final consumers. On the other hand, this industry shows the capability of absorbing the UK Government’s economic measurements like Eat Out to Help Out Scheme. Although the UK Government doesn’t impose another lock-down, numerous restaurants were forced to close during Christmas 2021, mainly because the potential clients cancelled
 their reservations. This incertitude posed by the Omicron covid19 virus directly affects the restaurants’ revenues and all economy. 
In May 2021, BBC News business reporter Lucy Hooker underlined that due to the covid pandemic, almost 10% of restaurants from Britain were lost.[footnoteRef:20]  [20:  09/01/2022 https://www.bbc.co.uk/news/business-57087070  ] 

Figure 2 is representative in the BBC News article; Source https://www.bbc.co.uk/news/business-57087070: [image: Chart
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Also, the UK Government’s measures of sustaining all business environments will have an indirect impact due to rising of the inflation rates; basically, the same products will be purchased with a higher amount of monies. This means that the products necessary in the restaurants to prepare the final foods will be more expensive, and the final customer will have to support a higher bill. In this inflationist context, restaurants will be forced to adapt even more to the new context and create fidelities programs to keep the existing clients and do their best to expand their market shares. Marketing programs adapting to the restaurant situation will be a must for the near future.
The consumer’s behaviours represent Social factors relay to the restaurant’s industry from the PESTEL analysis. Like chef Ali mentioned already, the consumer’s behaviours adapt to the high spread of omicron covid 19 by the fact that the clients will pick up the orders themselves when possible. The good news is that the client’s behaviours could be influenced throughout the marketing campaigns.
Technological factors relay to the restaurant’s industry from the PESTEL analysis are represented by the newest way of ordering the food through deliveries app like Deliveroo, Uber Eats etc. From this point of view, Old Oak Café and Restaurant have a disadvantage because the owners want to introduce the new technologies, but there will be no drivers to deliver the food due to the distances. From another point of view, chef Abdul and chef Ali adapt their restaurant to the demands of the clients, and they have been purchasing a pizza oven to have a better technology that could increase their market shares.
In PESTEL analyse, the Environmental factor is essential for all businesses since Corporate Social Responsibility is a growing trend for brand awareness. Chef Abdul and chef Ali put a lot of effort to modernise the Old Oak Café and Restaurant, and they have done it by lowering the consumption of the power on one side and another side by cleaning the environment. They were forced to clean the environment around the restaurant because there was a risk of infections other way. The new space obtained by cleaning the environment it’s used as a parking spot.
The last element in PESTEL analysis is the Legal factor, one of the most important because it offers the legal framework for businesses to operate. Old Oak Café and Restaurant serve according to UK laws and regulations and follow them in order to develop. The UK Government has its Food Standard Agency, which offers business guidance through law and regulations, verifies those standards, and provides the Food Hygiene rating. Old Oak Café and Restaurant receive at their last inspections from Food Standard Agency the rate 4 form 5; that means that the “hygiene standards are good”[footnoteRef:21] in the restaurant. In this pandemic time, hygiene came first. There are prominent elements that are helping everyone to stay safe while ordering their favourite dish: hand sanitising gels, facemasks, social distancing etc. [21:  09/01/2022 https://www.food.gov.uk/safety-hygiene/food-hygiene-rating-scheme ] 
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Description automatically generated]Old Oak Café and Restaurant know the macroenvironment described by PESTEL analysis, and the restaurant owners are aware of the microenvironment: competitors, partners and customers. Even in this pandemic time, the competition between restaurants and takeaways are high. 
In 1979, Michael Porter published his first article for Harvard Business School: “How Competitive Forces Shape Strategy”.[footnoteRef:22]  [22:  10/01/2022 https://hbr.org/2008/01/the-five-competitive-forces-that-shape-strategy ] 

Figure 3 describe Porter’s Five Forces:[footnoteRef:23] [23:  10/01/2022 Source https://www.isc.hbs.edu/strategy/business-strategy/Pages/the-five-forces.aspx ] 

A clear understanding of the microenvironment described by Michael Porter in his Five Forces model will help any business prepare for the future in its industry field. The primary purpose of the Five Forces framework is to help the company to be in a successful position in its industry. The rivalry among existing competitors is intense in the food industry, and this rivalry is kept high through the technology that allows the clients to order the food to their homes. The covid 19 pandemic slowed down the industry's growth and forced many restaurants to close. But other restaurants are open in these pandemic times; one of them is Old Oak Café and Restaurant. The threat of new entrants in the restaurant industry is high since it’s relatively easy to enter the food industry once you follow the legislation. But to remain in this competitive industry, it’s not easy. Old Oak Café and Restaurant have the advantage of the location to serve its existing customers. The threat of substitute products or services in the food industry is high since the customers could easily choose a microwave meal from the supermarket instead of a dish from the restaurant. The macro-element of growing inflation will influence the clients to be more careful about spending their monies. This macro-element will keep the threat of substitute restaurant’s services to a high level. The solution for Old Oak Café and Restaurant it’s to develop their marketing strategy according to the segmentation of their clients. The bargaining power of buyers is relatively low since the customers come to the restaurant and pay the price that is due to their order. In our case, chefs Abdul and Ali are cautious with the customer’s needs, so they will install a new pizza oven that will potentially boost the profit. On the other side, chefs will instantly offer drinks to the customers to keep them happy. We aim to apply a marketing strategy to provide a loyalty program to the customers in the long term. The bargaining power of suppliers is relatively low since there are a lot of food suppliers for the restaurants. In our case, Old Oak Café and Restaurant have their suppliers and chefs Abdul and Ali could easily choose other suppliers that offer a better deal.
Porter’s Five Forces framework shows a very competitive restaurant industry. The solution to differentiate from the competitors is to have a marketing strategy and grow the restaurant brand awareness among the customers. For that reason, we must start with Jerome McCarthy 4P’s Marketing Mix as “a managerial approach”[footnoteRef:24] framework to analyse Old Oak Café and Restaurant. Chefs Abdul and Ali, through their restaurant, provide a variety of high-quality products: the taste and the freshness of the restaurant’s dishes make you come again. The prices are affordable, and this aspect of the Marketing Mix can keep the customers satisfied. The place of the restaurant allows to get a segmented the market quickly and to target the potential clients: students from the campus in front of the restaurant, the builders from the construction site across the street, the people from the offices around the restaurant or the neighbourhood and other potential clients. The actual promotions that Old Oak Café and Restaurant propose are minimal: from the dish of the day to the possibility to place the order over the phone. We have already established a marketing strategy to increase the promotions to gain more loyal clients (details could be read in the previous blogging material).  [24:  McCarthy, J., Perreault, W. D., 1993, Basic Marketing, a Global-Managerial Approach, 11th Edition, Irwin, p. vii.] 

Since the 4Ps model is limited, Booms and Bitner added three new elements: the people with their psychology of acting and managing social interactions[footnoteRef:25]; the process with its difficulty of scaling into a more significant business; and the physical evidence of the environment in which the service is offered. The previous blogging project was underlined by the passions and the determination of chefs Abdul and Ali to rebuild the Old Oak Café and Restaurant. This determination helps them grow, but they will have to invest in marketing promotions to scale into a more significant business. [25:  Chefs Abdul and Ali develop a warm family culture that welcomes the clients.] 

My recommendation for Old Oak Café and Restaurant owners is to keep their natural passion for growing their business and invest intensively in marketing to extend their market share.
Our report underlines the significant threat of an external factor: covid 19 pandemic. And the way of adapting to this issue into the restaurant industry. Old Oak Café and Restaurant is an excellent example of adjusting to a new reality. The marketing strategies will help the restaurant scale into a more significant business. The promotions that we will put in place will increase the market share. 
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