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Foreword

This book, Foodservice Profitability: A Control Approach, is the most compre-
hensive and best illustrated text on managing a foodservice operation avail-
able anywhere in the world. Designed for operations of all sizes and in any
segment of foodservices, it serves as an “operations manual” with a constant
focus on the bottom-line profit or budgetary goals. An easy-to-read, no-
nonsense writing style allows one to get to the information desired almost
immediately. Its practical, “hands-on” approach ensures its immediate appli-
cation to any and all types of foodservice operations. The forms, used for
illustrative purposes, can easily be taken from the book, reproduced and
implemented on the spot. In an era of increasing competition within the
industry, and with consumers demanding increased value for their money,
disciplined and efficient cost control and timely information on which to base
management decisions are essential for success. This book is the guide as to
how to maximize revenues, control expenses, and optimize your financial
objectives. It can prove to be your most valuable asset. Use it wisely—and
often.

William P. Fisher, Ph.D.
President & CEO, American Hotel & Motel Association
Former President & CEO, National Restaurant Association
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n PERSPECTIVE

Perspective

A primary function that will affect the level of success of any foodservice
operation is management’s ability to control costs. We believe that to talk in
generalities about systems without at least presenting the components of a
system would be a disservice to the reader. Therefore, this book will often
refer to forms that have been developed to illustrate a control principle, strat-
egy, or tactic. We are not suggesting that the way that these forms illustrate
control methods is universally applicable; however, if exemplary systems or
forms are not used to teach principles, the reader will not be able to under-
stand the concepts being taught. The reader must exercise judgment in the
use and design of control systems and reporting forms, so that what is used
provides the necessary information for making correct or better decisions.

The book will demonstrate how to arrive at the right financial numbers
and percentages and what the wise manager can do to prevent problems or to
correct them once they occur. Examples of forms and reports used in this text
demonstrate what can be accomplished manually or with the help of a com-
puter.

In an industry of expanding growth and opportunity, employers are
increasingly seeking to recruit prospective managers whose education will
allow them to quickly become involved and productive in foodservice opera-
tions. Crucial to this is an appreciation and thorough comprehension of the
competitive and unpredictable climate of the industry and how internal con-
trol procedures represent management’s most effective way to maximize the
opportunity for and extent of success and profits.

With this in mind, this text presents very detailed technical explanations
and justifications for the use of these control systems. One of the primary
goals of this project from the beginning has been to create a volume which can
be used both as a textbook in an academic setting and a technical guide and
manual in an industry setting. Students who seriously consider and become
aware of the necessity of these concepts will be in a very advantageous posi-
tion when being considered for industry recruitment, and will be impressive
in their positions as they implement these concerns and get results.

Edward E. Sanders
Timothy H. Hill

This book is desigped to provide accurate and authoritative information with regard to the subject
matter covered. It is provided with the understanding that the authors are not engaged in rendering

legal, accounting, or other professional services. If legal advice or other expert assistance is required,
the services of a competent professional should be sought.
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Introduction

This textbook is written so that the chapters flow in a logical sequence that
builds a cumulative understanding of foodservice cost controls. The chapters
are also self-contained, so that the reader can go directly to any chapter for
specific information. The text is thus very versatile, as it can be used as a
guide for thorough, overall comprehension of managing cost controls as well
as an easily referenced manual for specific industry concerns.

Chapter 1, “The Control Process,” provides a general explanation of the
control process, the operating environment of a foodservice operation, func-
tions that generally occur, and cost relationships between the menu, the level
of service, labor, and technology. The aspects of the internal and external
environments that influence how management and employees perform their
duties are introduced. The evaluation of controls, the value of information,
and the type of information that is available to manage a foodservice estab-
lishment is also discussed.

Chapter 2, “Food Cost/Food Cost Percentage,” includes more detailed
purposes and functions of cost control. The examples and explanations pro-
vide comprehensive applications to every type of foodservice operation.

Chapter 3, “Inventory Management,” covers the process of keeping
enough inventory to meet customers’ needs without investing more money
than is necessary. How to properly account for, store, and assess the value of
inventory is discussed. Inventory turnover rate is demonstrated as a method
for tracking the use of inventory.

Chapter 4, “Requisitions and Transfers,” discusses the documents used
to order food and nonfood items and track the movement of products from
one department or unit to another. Their specific uses and applications are
shown by examples in the accountability cycle.

Chapter 5, “Purchasing Functions,” describes proper ordering in antici-
pation of usage, establishing par amounts where applicable, and effectively
using bid sheets to get the best prices on the products being purchased.

Chapter 6, “Receiving Merchandise and Processing Invoices,” covers the
knowledge and accountability required to document the receiving process,
and to record the invoices for tracking and timely payment.

Chapter 7, “Quality Standards, Specifications, Yield Analysis, and Plate
Cost,” discusses the relationships of these concepts as they are specifically
defined for a foodservice operation. Standardized recipes and product speci-
fications begin the menu costing process.

INTRODUCTION n
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Identifying competing foodservice operations, their pricing, and their menu
item sales forecasting is explained.

Chapter 18, “Self-Inspections, Customer Feedback, and Nonfood
Inventories,” discusses tasks that all too often do not get the necessary atten-
tion. Self-checks are important for proper completion of tasks according to set
standards. Evaluations by customers from comment cards, shopper reports,
and focus groups provide helpful information. Nonfood inventories, includ-
ing paper goods, china and flatware, and equipment, also need to be consid-

ered.
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The Control Process

[ L earning Objectives

After reading this chapter and completing the discussion questions and exer-
cises, you should be able to:

1.
2,

Define control.

List and describe the two different types of environments that influ-
ence how managers and employees do their jobs in foodservice
operations.

Relate the functions that occur in the front of the house of a food-
service operation.

Relate the functions that occur in the back of the house of a food-
service operation.

5. Identify the purposes of control systems.

6. Recognize that the types of control systems used in food and bever-

10.

It
12.

13.

14.

15.

age operations will differ according to the type, size, and concept of
the facility.

Describe the process of management control.

. Relate what influences the development of a menu.

Identify and describe the relationship between the level of service
and the dollar amount spent on labor.

Discuss what a reliable measure is as it pertains to management con-
trol.

Describe the two approaches to evaluation.

Understand the role of information in managing a foodservice oper-
ation.

Demonstrate an understanding of the impact of technology upon
the costs of operating a foodservice establishment.

Name the different types of information documents used in food-
service operations.

Understand how to achieve foodservice operating goals in the most
efficient manner.




Control

A means of

exercising aut}'}ority over,
restraining, regulating,
verifying, or checking
some function.

Cost control

The process of regulating,
checking, and exercising
authority over income,
expenses, and the flow of
products and services
internal or external to a
foodservice operation.

Internal environment
Involves the front-of-the
house functions, back-of-
the-house functions, and
management functions.

External environment
Includes factors such as
government regulations,
local market conditions,
labor-force demographics,
national economic condi-
tions, supplier relations,
new technology, and
media.

—A bout the Control Process

The control process affects every part of the foodservice operation. To under-
stand the control process involves understanding internal and external oper-
ating environments, the need for control processes and procedures, the pur-
pose of controls, the basic control process, the control process applied to costs
and technology, the reliability and validity of control measures, the evaluation
of management controls, the value of information, and types of information.

The control process within a foodservice operation sets forth efficient
control techniques designed to maximize food and beverage sales, control
expenses, manage employees, and maximize profits. This first chapter will
overview and describe the principles and techniques of using information to
operate foodservice operations effectively and profitably. A general under-
standing of the control process and the internal and external operating envi-
ronments ‘is needed in order to understand the setting in which foodservice
operations take place. Subsequent chapters will elaborate, clarify, and show
the practical importance of many of the concepts introduced here. Also, the
importance of an adequate information system to support the operational and
management control function will be outlined, and various types of informa-
tion will be introduced regarding the operation of a foodservice facility of any
type, size, and concept.

To control means to exercise authority over, restrain, regulate, verify, or
check some function. It implies a method, device, or system that accomplish-
es one or more of these purposes. In the foodservice industry, the term cost
control has come to mean control over all items of income, expenses, and the
flow of products and services, which are both internal and external to a food-
service operation.

Every foodservice operation, regardless of its size, type, or method of
service, must have some system of cost control. A system is a collection of
things that work together to create a specified outcome.

¥ oodservice Environments

All businesses operate within an internal environment and an external envi-
ronment. The internal environment consists of functions carried on within the
organization to achieve organizational objectives. Three functional areas con-
stitute the internal environment and directly influence how managers and
employees perform their duties. These areas include front-of-the-house func-
tions, back-of-the-house functions, and management functions.

Factors in the external environment also influence how managers and
employees perform their duties. Some external environment factors are gov-
ernment regulations, local market conditions, labor-force demographics,
national economic conditions, supplier relations, new technology, and media.

The manager of a foodservice operation must recognize that these two
environments exist and that the controls described later in this book are
designed to help the foodservice operation succeed within these environ-
ments. Figure 1-1 shows these two environments and their relationship to
each other. A brief overview of these two environments may be helpful.

n CHAPTER 1 THE CONTROL PROCESS



