What you should expect
from a food & beverage
inventory system

Squeezing
out the last
10% of sales
being lost

How to capture that last 10%
of sales that are being lost.
By Patrick Spielmann, President of Sculpture Hospitality, Twin Cities
Twenty years ago, the hospitality industry wasn’t all that concerned with inventory control, nor did they have the tools
to tackle it. “State of the art” was a clipboard and pencil. But now, with margins constantly being cut, the good times
have changed drastically and restaurant and bar owners need to be vigilant. The definition of good service should be a
charismatic bartender, not one who overpours to get a bigger tip or gives free drinks to pretty women (or men). And the
definition of a good employee — be it cook or server or manager — is someone who is vigilant about not wasting food or
supplies. As conventional wisdom points out, the restaurant industry is a business of pennies.
Keeping every penny from being given away, poured down the drain, collecting dust in stock or slipping out the back
door is paramount to staying profitable.
Alcohol is one area where restaurant and bar owners can save money without a lot of added costs or staff time. But keep
in mind, it’s just one area that hospitality managers should be monitoring. And the best way, we’ve seen is using an inventory control system. What should you expect from one? Well, at a minimum, it should:
•

Accurately quantify inventory stock levels and costs;

•

Quantify exact losses by brand;

•

Identify root causes of losses;

•

Make you money by recovering losses far in excess of system cost.

Cost vs Return
Most operators view inventory control as a necessary evil. Keeping track of every item in a hospitality business is a
tedious task requiring a lot of tedious data entry — all which sometimes seems to be done just to produce a monthly
number for the accountant. Therefore, when an operator looks at investing in an inventory system, the cost of the system
is usually the No. 1 concern. But operators who look at inventory this way are leaving tens of thousands of dollars on the
table. An inventory system should make you money — not cost you money. For instance, the vast majority of clients using our
system realize a 300% return-on-investment. In other words, for every $1 they spend on their inventory program, they
recoup $3. The right inventory system can do that for 99 bars out of a 100. And all foodservice businesses can benefit
from this as well.

Precision
Let’s take the example from the bar side of the business: There are two ways to inventory open bottles: 10th-ing or weighing. In 10th-ing, an opened bottle is divided into one-tenths, so if the Grey Goose bottle is half full, it would be recorded
as .5 of a bottle. Tenth-in is precise enough for a monthly inventory count if the goal is simply to come up with on-hand
costs. That said, 10th-ing is useless if the goal is to identify and eliminate losses from over-pouring, over portioning, and
lost sales. By 10th-ing inventory, there is a large margin of error on every count — and that is when it is done perfectly,
which is almost impossible. To capture the last 10% of lost sales, you have to be precise on the counts and eyeballing
doesn’t cut it.
Weighing is the only method accurate enough to identify items not being rung into the POS. All other methods, despite
claims to the contrary, are simply not precise enough to be truly effective.

Inventory Management & Ordering
Here’s how one of our products solves a problem for draft beer pouring: If precision is a problem when 10th-ing,
the issue is magnified when trying to inventory draft beer. Bevchek Draft Monitoring offers real-time visibility into your
business. Within 60 seconds of a pour, you can see whether the beer was poured correctly and whether or not it was rung
up in the POS.
The best systems use the weekly inventory counts to generate recommended orders. Some require operators to estimate a
static par level and base the order on that number. Unfortunately, if you don’t constantly recalibrate your pars, you will
have too much of some products and run out of others as your sales mix changes. The ideal systems include a sophisticated order-forecasting tool that generates a continually adjusting par level for every brand, based on recent usage.
In order to identify and fix losses, an inventory system must integrate purchases, sales and drink recipes. Without that
combination of information, your system will only give you percentages and managing bartenders and servers with that
information could be futile. If your system allows you to track product usage to sales, you can show your staff exactly
which product is missing and why. This is the key to holding staff accountable for pouring the right amount each and
every time, as well as ringing up the correct sales.

Support
Anyone who has ever called an 1-800 support line understands the importance of having a local support option. Ideally
your inventory solution vendor would offer a knowledgeable analyst who could visit your establishment to trouble-shoot
or provide training when your management team changes. By choosing another option, restaurant and bar owners can
customize their inventory program by seamlessly switching from in-house to outsourcing the process to a service that
takes inventory and process all the data and reports.
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