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Food & Beverage  
Sector Report
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We believe that supporting your business should extend way beyond Rands and Cents. With this in mind, we have 
scoured the country: Interviewing restaurateurs, analysing your sector and identifying trends. Our intention is to 
understand - and then pass on – valuable information that will make this your best year of trade yet. This is just one 
more way that we can serve your ambitious growth. 

If you’re part of the food and beverage sector, then you’re an integral part 
of our hard-working economy. If you’ve been feeling the pinch lately, it’s 
because your sector has come under pressure. While more money was 
earned in the sector, this was only a slight increase. But interestingly,  
South Africans spent more on eating out and coffee last year than they did 
the year before.
 
People out there are working hard and, it seems that overworked consumers 
don’t have time to cook, so they’d rather grab a quick bite. 

Overall, this is great news if you’re in the restaurant business, and the 
outlook for your sector is good in the long term. Of course, much of this 
is dependent on government pulling off its economic recovery plan, but 
economists are optimistic, and you should you be too.  

Is it blowing hot or cold in
the food & beverage sector?
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Investors have been casting an eye at sub-Saharan Africa’s 
retail and consumer sector lately, so keep your ear to the 
ground, because opportunities seem to be escalating for 
those who want to get into the restaurant business. 
In addition, food and beverage spots are springing up left, 
right and (shopping) centre, as consumers are spending more 
on eating out, especially after a day of shopping. So, if you’re 
looking to open your own place or expand your existing 
chain, now’s the time to do it. 

There is also growing opportunity for more “small food” 
innovators, who are increasingly popular with patrons looking 
for authentic food with a transparent origin. 

But SMEs take note – international brands are circling 
and providing competition for local players - so make sure 
someone else doesn’t eat your lunch.

So, what should you 
know as an SME?
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Flavours of the month to take note of
When it comes to future-proofing your business, forward looking players or those looking for new opportunities would do 
well to consider some of the current global food and beverage trends:

Foreign flare hits home shores Customer experience is king 

It seems the more widely travelled consumer has 
developed an international palate and is actively 
seeking out authentic foreign flavours, locally made 
and produced. With an inherently multi-cultural 
society, South African consumers are now spoilt 
for choice and restauranteurs are cashing in on the 
current wave of these curious consumers.

Personalised or memorable food or dining 
experiences continue to pique the curiosity of 
consumers. Pop-up restaurants available for a 
limited time only or secret venues marketed solely 
through word of mouth or social media, continue 
to draw in the crowds. However, F&B operators 
cannot compromise on quality as consumers still 
expect decent food and service.
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Healthy and wholesome are 
the order of the day

The now more health conscious consumer wants healthier food. Whether it be vegetarian, vegan, organic, low-fat, gluten- 
or dairy-free, and businesses that cater to these differing dietary demands have easy access to an ever-growing market.

“ “
5



6

The increasing demand for locally and sustainably sourced ingredients is driving the growing trend towards seeking 
out artisanal vendors offering handcrafted products. This provides the perfect opportunity for creative self-motivated 
entrepreneurs looking for a foot into the door of this highly competitive sector.

Look 
local

Markets and food halls continue to draw in the crowds, allowing 
consumers to socialise and tailor their food experience to suit their 
individual taste and pocket. It’s also a great way for small start-ups  
to showcase their wares and offering to consumers and larger 
buyers and sector players alike.

6

Variety is the 
spice of life
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Right here, 
right now 

The demand for top-quality restaurant food being available at the touch of a button is now 
an everyday reality.

Tech savvy consumers know exactly what they want and when they want. Being able to 
consistently deliver the convenience of quality food and service is a given, and without it, 
business owners run the very real risk of saying goodbye to any hopes of customer loyalty. 
Here an efficient online offering backed by a reliable delivery service are becoming the norm 
for businesses operating in the sector. 
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Sometimes, it was 
too hot to handle

Reputational risk

Business Interruption
This emerged as the top concern, with 53% of respondents identifying this as a troubling factor. 
This is because the supply chain is complex, with goods being perishable and requiring that they 
are delivered as fresh as possible. An interference – such as a strike – in the logistics and transport 
sector could spell disaster. 

31% of respondents rated this as a threat. An example of this was the recent listeriosis outbreak  
that saw the recall of several meat products from supermarkets.

As you well know, the food and beverage sector can be tough and challenging.
In a study done last year, you rated the following as the main challenges in your industry:
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Natural catastrophes
Food and beverage supplies are mainly sourced from the agricultural sector, which is 
susceptible to natural catastrophes. Droughts in the Western Cape and North West  
provinces are examples of the impact of natural disasters.

Quality deficiencies, serial defects, and product recall
No one wants to be accused of putting out a bad product, or patrons might go elsewhere.

Funding Gap
In an industry that is seen as higher risk to funding providers, merchants have to find 
alternative finance providers who will look at factors other than their industry.
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The lower-risk low-down on 
franchises and cloud kitchens

10

Essentially, cloud kitchens provide a turnkey solution for 
those wanting to create an added food and beverage branch 
or outlet without the risk of having to invest in the additional 
operational costs required by traditional walk-in or take-away 
restaurant businesses. 

This lower-risk business model alternative caters for those 
who are looking to expand on an existing food business 
venture or foodpreneurs looking to solidify another place 
in the rapidly expanding online marketplace. This option 
also allows restaurateurs the opportunity to test a new 
concept parallel to their existing eatery, without the massive 
associated costs.
 
What’s more business owners often stand to benefit from not 
only a full kitchen infrastructure but also, depending on the 
individual cloud kitchen service provider, a range of kitchen-

related equipment and services that in some instances  
come standard with each cloud kitchen service offering. 

Here, in addition to regulatory compliance with industry 
standards, many cloud kitchen service providers also offer a 
monthly rental cost that includes access to security services, 
waste removal, shared dry and cold storage facilities and even 
free Wifi or cleaning services. Month-to-month agreements 
and outsourced subcontractors mean no long-term contracts 
tying you down. So if the tides turn, you are in a healthier 
position to change routes. 

Another relatively lower-risk food business venture is the 
popular and widely available franchise business model. This 
particular option works well for those looking to own another 
business with the added support available from the already 
well-established franchisor. 

For restaurateurs wanting to expand their existing food and beverage offering, the ‘cloud kitchen’ concept may be a viable 
solution. While still a relatively new concept locally, abroad it has become a growing trend for budding entrepreneurs 
looking to expand on their foodie dreams. 
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Firing you up with information

We understand the enormous demands on your establishment. As a restaurateur, you are used to serving others. This time 
we hope we have been the ones to serve you with valuable information that will take your business where you dream it 
can go. Wishing you a profitable and fulfilling 2019!

What’s cooking where?
The food and beverage sector has fared well with year-on-year growth reflected as follows:
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Contact us today and grow 
your business tomorrow:

apply@merchantcapital.co.za 

www.merchantcapital.co.za  

011 217 2880


