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· Whilst maintaining controls over the food and payroll costs, owners should also focus on improving the beverage gross profit margin.  Bringing beverage gross profit in line with ‘best practice’ margins would reduce purchase costs.
· A high quality venue would expect to achieve a gross profit of 70% on beverage sales. The owners should carry out a full review of their beverage suppliers and get quotes from other suppliers. To ensure a business is receiving the best possible prices from their supplier a review should be carried out annually.
· An independent stock taker at approximately £130 per month would be a very useful service to help management monitor the profitability of the wet stock and can also advise on the competitiveness of the supplier’s wholesale prices.
· The cost of all meals prepared should be calculated by the kitchen team in order that they become fully aware of the cost of all parts of a dish. It is not unusual in a restaurant serving good quality vegetables with the main courses for the vegetables and accompanying sauce to cost more than the meat/fish portion. 

· Procedures should then be put in place to ensure the required gross profit margins are maintained. If the owners wish to maintain an overall food gross profit of 70%, each dish selling price must be calculated to achieve at least 72% GP in order to allow for kitchen wastage and other non-essential items purchased by a kitchen but not included in a dish recipe e.g. kitchen foil. These items will still be included in the overall kitchen purchases.

· ‘Food Suppliers Reconciliation’ charts (available from our resources page) should be completed daily to enable the kitchen to monitor on a daily basis the purchases and gross profit margins. This will enable the head chef and his team to monitor progress and be aware of the profit levels being achieved by his department during the month without having to wait for the stock takers report at the end of the month.

· The format of management information provided should allow the owners to monitor all elements of the business and share the information in a simple format to share with the heads of department. Sales should be broken down into food and beverage. Purchases should be sub divided into food and beverage. 

· If a restaurant is to maintain high financial performance, monthly management reports must be presented in a practical way. The development and implementation of Key Performance Indicators (KPI’s) should support the progress in sales targets and profit margins; food, beverage and other overheads. The KPI’s are a powerful management tool if they focus on the areas that determine overall business success.

· When correctly developed and implemented, KPI’s will provide staff with clear goals and objectives and an understanding of how they relate to the overall success of the business.

· A KPI is only KEY when it is of fundamental importance in the success or failure of the business. It can only relate to PEFORMANCE when it can be measured and qualified by the business and it is an INDICATOR when it provides leading information on future performance.

· A useful acronym when setting KPI’s is SMART. The targets should be Specific, Measureable, Achievable, Realistic and Time-bound. 

· Once KPI’s have been identified the heads of department responsible for achieving them must be assigned clear responsibilities. KPI’s should be reviewed weekly and monthly to achieve the required targets. 

· Traditional Key Performance Indicators for a restaurant would be:
· Food and Beverage gross profit margins.
· Wage costs in comparison to turnover.
· Departmental Expenses, i.e. heat, light and power, accountancy/bookkeeping costs and repairs.

· When heads of departments produce their rotas they should be costed and the cost of their department for the week communicated to the owners. When wages are costed they must also include the employers national insurance contributions as this amount will be included in the wages when they are produced.

· A rule of thumb calculation in order to maintain an overall wage level of 30% is for the kitchen and food service wages to be no more than 35% of food revenue, generally kitchen wages should be 21% of food revenue and service wages no more than 14% of food revenue.

· Beverage wages should be no more than 16% of beverage sales.

· Weekly management meetings should be held with the owners to review the previous weeks’ wage levels in comparison to turnover, the budgeted wages for the current week and the progress of the Flash Food reconciliation Charts.

· Heat, Light and Power, traditionally a cost equating to no more than 2.5% of a business turnover can now cost more than 6%. A cost of no more than 4% of turnover should be achieved. 

· With the heads of departments accepting responsibility for their department profit margins and overheads, the owners will then have easy to use systems in place to monitor the departmental progress and hold the respective managers responsible for the results.

· Accepting ownership of these responsibilities will allow the owners to focus more on setting developing KPI’s for business development and Sales and Marketing.

· The signage outside the restaurant should be improved to clearly inform the passer-by of the restaurant and how to access the car park. Having to turn on to a one way street and approach the restaurant from the rear can be very confusing for a first time visitor. 
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