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Restaurant Inventory Management: =

Complete Step-by-
Step Guide

Learn how restaurant inventory management works, including
food cost tracking, par levels, FIFO, waste reduction, inventory

methods, and profitability strategies.
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Restaurant Inventory Management:

How to Track, Control, and
Reduce Waste

Let's start with a basic truth that most restaurant owners learn the hard way: your kitchen
runs on food, but your business runs on numbers.

You can have a talented chef, a beautiful dining room, and a line out the door and still
lose money quietly, week after week, because no one is watching what comes in, what
gets used, and what gets thrown out.

That silent money drain is known as poor inventory management.

Restaurant inventory management is the method you use to track all the ingredients,
stock, and items at your restaurant. It usually starts from the moment a truck backs into
your back door to the second it arrives on a customer’s table. It covers what you buy, how
much you store, how fast you use it, and what you waste.

If you have done everything right, then it means you have powerful things for
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your business:

® |t tells you what you have right in
front of you at the current moment.

® It shows you where food is
disappearing (spoilage, theft, over-
portfioning).

® |t prevents you from running out of
a key item during the Friday night
dinner rush.

® |t stops you from ordering so much
of an item that it spoils before you
can use it during the walk-in.

® |t gives you the numbers to
calculate your menu correctly.

Done poorly or not at all, it leaves
you guessing. And in the restaurant
business, guessing is expensive.
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The Real Cost of Poor Inventory K
Control (With Numbers)

But before we discuss the how, it's crucial to examine the why, backed by some solid
figures. These aren't just speculative numbers. They are research-based industry and

government facts.

U.S. Restaurant Industry Food Waste: At a Glance

STATISTIC NUMBER

Annual food waste costs to the restaurant industry $162 billion/year
Food thrown away by U.S. restaurants each year 22-33 billion lbs
% of restaurant food waste that goes to landfill 84-85%

% of restaurant food waste that is donated 1.4%

Average food wasted per restaurant (% of inventory) 4-10%

Plate waste: average meal left uneaten by U.S. diners 17%

U.S. diners who care about restaurant food waste ~74%
Restaurateurs who saw food costs rise in 2024 87%

Let that $162 billion sink in for a second. That doesn't just cover the cost of the food. It
covers the labor to prepare it, the energy it takes to store it, the money it costs to throw it
away, and the money that you never earned.

For a single restaurant doing $1 million in annual sales with a food cost of around 30%,
you are spending roughly $300,000 a year on food. If you are wasting even 7% of that
(the industry midpoint), you are throwing away $21,000 a year. That is a part-time
employee. That is a new piece of equipment. That is pure profit you never saw.

The math makes the case better than any argument can.



Key Terms Every Restaurant
Manager Must Know

You cannot control what you don't understand. These are words that you will hear in this
guide, and also those that are most used within inventory management software.
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TERM

Food Cost Percentage

COGS
(Cost of Goods Sold)

Par Level

Variance / Shrinkage

4-10%

Sitting Inventory Value

Inventory Turnover Rate

Theoretical vs. Actual
Food Cost

FIFO

Waste Log

WHAT IT MEANS (PLAIN ENGLISH)

What you spent on food divided by what you earned
from food sales. Target: 28-35% for most restaurants

Total cost of all ingredients used in a period

Minimum quantity of an item you must have on hand

Gap between what you should have used vs. what
you actually used. High variance = waste or theft

How much usable product do you get after frimming/
prep? Example: 10 lbs of salmon fillet yields 8 lbs usable

Dollar value of all stock currently on your shelves

How fast do you use your stock? Higher = more efficient

What your recipes say you should use vs. what your
team actually used

First In, First Out: the oldest stock is used firs

A daily record of every item thrown away and why



Types of Restaurant Inventory
You Need to Track

Most restaurant managers focus only on food. That is a mistake. A complete inventory
system covers everything that costs you money.

The 5 Main Inventory Categories

CATEGORY 1

Raw Ingredients

These are the fundamental elements of your menu. Things such as fresh produce, protein
(beef, chicken, fish), dairy products, eggs, grains, and spices would be categorized here.
These items tend to be time sensitive and are therefore most urgent for inventory control.

Example: A steakhouse like Texas Roadhouse needs daily tracking of beef cuts because
prices fluctuate and spoilage can happen fast.

CATEGORY 2

Prepared or Prepped Items

These are foods that are slightly prepped and then not yet used for a final product.
Marinated chicken thighs, chopped mise en place, and par-cooked pasta are all good
examples. They have shorter usable windows than raw ingredients.

CATEGORY 3
Finished Goods (Bar and Grab-and-Go)

This applies mainly to bar programs (pre-made drinks, draft beer) and whatever you may
be selling as pre-made in a grab-and-go program. Starbucks has huge amounts of
finished product that they're keeping across its food display cases.

CATEGORY 4

Beverages and Bar Inventory

This is always accounted separately. Alcohol, wines, beer, spirits, syrups, and mixes have
different costing and shrinkage considerations (spillage, over-pours, theft). According to
the industry data, bars can lose 10-25% of their total inventory of alcohol.



CATEGORY 5

Non-Food Supplies

X

Paper napkins, to-go boxes, chemicals, gloves, straws, and wash detergents all have a
price tag. Most restaurants rarely remember these until an invoice from a supplier arrives.

CATEGORY

Raw Ingredients

Prepped Items

Finished Goods

Bar / Beverages

Non-Food Supplies

EXAMPLES

Beef, produce,
dairy, eggs

Marinated meats,
cut vegetables

Pre-made items,
bottled drinks

Liquor, wine, kegs,
syrups

Napkins, boxes, and
cleaning agents

TRACKING
FREQUENCY

Daily (high-cost)
Weekly (dry goods)

Daily

Daily

Daily (premium)
Weekly (all)

Weekly or Monthly

SPOILAGE RISK

Very High

Low




The 5 Core Inventory Tracking K
Methods Explained

Various restaurants utilize different ways to maintain inventory. Below are the five methods
along with their mechanism and the suitable category:

METHOD 1
Manual Counting (Clipboard and Spreadsheet)

A manager walks around the kitchen and visually counts every single item, writing the
quantity on a paper sheet. Later on, then entering it into a spreadsheet like Excel or
Google Sheets.

BEST FOR:

Small single-unit restaurants with basic menu items.

~
THE TRUTH ABOUT THIS METHOD:
It is fime-consuming, can lead to human error, and gives you few snapshots, but
not real-fime data. If your staff types a "5" when they actually had "3," everything
you do next will be incorrect. According to most experts, if a restaurant has sales
over $500K/year, manual counting alone will not do.
J
METHOD 2
POS-Integrated Inventory Tracking
Your POS is linked directly to your inventory database. Each time a menu item is sold,
your inventory amounts for that item are deducted as per your recipe.
~
EXAMPLE:
The system removes the precise recipe weight of salmon from inventory when a
server rings in one plate of salmon in a Darden Restaurant (Olive Garden or
Longhorn Steakhouse). )
-
BEST FOR:
Mid-size to large-volume restaurants. Most modern POS systems have this built in
or as an add-on.
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THE LIMITATION:

The system is only as good as the recipes you put in it. If your actual portion sizes
vary from your recipe specs, the data quickly gets lost.

METHOD 3
Perpetual Inventory System

The levels are always brought up-to-date when a new item of stock arrives and also
when an item is sold. This leaves you with an up-to-date theoretical stock balance all
the time.

BEST FOR: THE LIMITATION:

-

This works best at high-volume Strict discipline is necessary. All
locations. These systems and staff are deliveries need to be logged in
well-trained. Majorly used by fast food properly. Each error gets accumulated
restaurants and major casual dining over time.
chains.
NG J
METHOD 4

Periodic Inventory System

The count is only taken periodically, once a week, or every two weeks, or once a
month. Between counts, purchase records, and sales reports provide the best estimate
of what you have.

BEST FOR:

Small restaurants, those juggling with systematic inventory counting.

LIMITATION:

Gaps between counts mean problems can fester for days or weeks before you catch
them.




METHOD 5

Just-In-Time (JIT) Inventory

You order ingredients only when you need them and in the quantities you expect to use
quickly, minimizing the amount of stock sitting in storage at any time.

\

THE REAL-WORLD EXAMPLE:
McDonald's has been working with a JIT-like system. The regional planners are in
contact with more than 100 restaurants every day and can predict demands, so that
they can deliver their products in a short period of time. In events such as the FIFA
World Cup, the restaurants use predictive data modeling to manage inventory at
certain stores.

J

™
BEST FOR:
Large volume with a small menu, with a reliable supplier and accurate demand
forecast.

J

™
THE RISK:
A supplier delay or unexpected demand spike can leave you with nothing. JIT
requires excellent supplier relationships and data to work.

J

METHOD ACCURACY REAL-TIME COST BEST FOR EFFORT
gAF?rre\::zllsLeeT Low-Med No Free Small Ops High
POS-Integrated High Yes Moderate Mid-Large  Low-Med
Perpetual Very High Yes High Large Ops  Med-High
Periodic Medium No Low Small Ops Medium

Just-In-Time

JIT) High Depends Low-Med  High Volume High




The Simple Formula That Stops K
Overordering

A par level is the minimum quantity of an item you need on hand to get through a defined
period (usually until your next delivery) without running out. It is one of the most practical
tools in inventory management.

When you order below par, you risk running out mid-service. When you consistently

order above par, perishables spoil, and your cash is tied up in stock that is sitting in a
cooler.

How to Calculate Par Level

(Average Daily Usage x Lead Time) + Safety Stock

How much of an item you use on a typical day

Days between placing and receiving an order

A buffer (usually 20-30% of daily usage) for
unexpected demand or delivery delays




Chicken breast

Ground beef (80/20)

Salmon fillet

Roma tomatoes

Heavy cream

All-purpose flour

Vodka (well brand)

25 lbs

40 lbs

12 lbs

15 lbs

3 gallons

8 lbs

1.5 liters

2 days

2 days

1 day

2 days

2 days

5 days

7 days

8 lbs

10 lbs

4 lbs

5 lbs

1 gallon

5 lbs

1 liter

58 Ibs

90 Ibs

16 lbs

35 lbs

7 gallons

45 lbs

1M.5L

IMPORTANT:

Review and update your par levels at a minimum every quarter. Seasonal shifts,
menu changes, and volume changes all affect what your par levels should be.




FIFO, LIFO, and FEFO:

Which One Should Your
Restaurant Use?

These three acronyms describe how you rotate stock - meaning which items you use first
when you have multiple of the same item from different delivery dates.

FIFO: First In, First Out

WHAT IT MEANS:

The oldest stock gets used before the newest stock.

HOW IT WORKS IN PRACTICE:

When a produce delivery arrives on Monday, the new romaine lettuce goes to the
back of the shelf. The romaine already there from Thursday's delivery stays at the
front and gets used first.

It directly reduces spoilage. An item that would have expired Tuesday does not sit
behind a newer shipment and go bad unnoticed.

WHO USES IT:

Nearly every professional kitchen. FIFO is the standard in the industry and is
recommended by the FDA for food safety compliance.

HOW TO IMPLEMENT IT:

Label every item with the delivery date using masking tape and a marker or date-
coded stickers. Train every cook and prep worker to always place new stock
behind old stock.

~
| WHY IT MATTERS:




LIFO: Last In, First Out

WHAT IT MEANS:

The newest stock gets used first.

WHY RESTAURANTS RARELY USE IT:

For perishable ingredients, this is a bad idea. If the new delivery always goes to the
front of the office first. Older items keep getting pushed back, and then it gets
expired. While LIFO is logical for some accounting needs (i.e., lower taxable
income during an inflationary period because it matches current higher costs to
current revenues), it has no link to directing your kitchen inventory.

FEFO: First Expired, First Out

WHAT IT MEANS:

First to reach its expiry date is first to be used.

WHEN IT MATTERS:

FEFO will apply to items with a printed use-by date, such as milk, packaged
dressings, pre-made sauces, and canned product. Sometimes you receive a new
delivery of milk that actually expires sooner than the cartons already on your shelf
(if the supplier rotated their own stock poorly). FEFO catches this.

BEST PRACTICE:

Use FIFO as your standard. Add an FEFO check during your receiving process,
and always look at expiration dates before you shelf new deliveries.




How to Reduce Food Waste:

Practical Tactics That Work

It's not the carelessness of the restaurant that leads to waste. It's speed, clutter, and chaos
in kitchens. Food is lost at many stages, from receiving and preparation, through storage
and cooking, to finally being left on the plate by the diner.

Here is a breakdown of where waste happens and what to do about it.

7 STAGES

RESTAURANT FOOD WASTE CYCLE

X

-

ORDERING

® Overordering based on guesswork

-

~

J

RECEIVING

® Accepting damaged or near-expired items

® Inaccurate delivery counts not caught

12/

~

J

® \Wrong temperature zones causing early
spoilage

® Unlabeled containers / mystery leftovers

G

G

- N
STORAGE © | rreP (14 )
® Poor rotation — older items buried behind ® Excessive trim waste (cutting too much off

new protein)

® Over-prepping for expected demand that
doesn’t arrive

® Prep not used before shift ends

~

J

-

COOKING
® Over-portioning
® Cooking errors requiring remakes

® Menu items prepped but not ordered

-

J

~

PLATE / CUSTOMER

® Oversized portions left uneaten

® Returns and remakes

L6/

~

r

® Leftovers stored improperly, not usable next
day

END OF SHIFT
® Unsold prepared food discarded

~
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A waste log is merely a piece of paper or an electronic document where the kitchen staff
notes down everything that they throw away during the service, the quantity, and the
reason.

Waste Reduction Tactic 1

Start a Waste Log

DATE / SHIFT ITEM QUANTITY REASON FOR WASTE
Mon Oct 7/ AM Tomatoes 4 lbs Over-ordered, expired
Mon Oct 7/ AM Salmon 2 portions Over-prepped, unsold
Mon Oct 7/ PM Pasta 3 lbs Overcooked, rejected
Mon Oct 7/ PM Brisket 1.5 Ibs End of day, unsold

At the end of each week, total up the waste log and assign dollar values to each item.
This makes the cost of waste visible to your team, and visible problems get fixed faster
than invisible ones.

Waste Reduction Tactic 2
Right-Size Your Menu

The ingredients required for a menu with 80 items far outweigh those needed for a menu
with 40 items. A menu with more items requires more individual ingredients, each with a
limited application, and a greater likelihood of expiry.

Let's use the example of Olive Garden. They may have a wide menu, but a great number
of their dishes have common components (pasta, marinara, Alfredo sauce, chicken,
shrimp). With this type of menu, where ingredients can be shared through multiple
dishes, there are fewer SKUs to inventory and less waste from ingredients that only
appear in one dish.

Ask yourself: which menu items use unique ingredients that nothing else on your menu
uses? Those are your highest-risk waste items.
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Waste Reduction Tactic 3:

Improve Demand Forecasting

Most small restaurant waste is caused by guessing how much to order each week,
regardless of what is actually happening with your business.

Look at your POS data. What were your busiest days last week, last month, last year? Did
a local event drive unusual traffic? Is there a pattern on rainy days when foot traffic
drops?

Use that data to adjust your prep quantities for the week. Prepping for 150 covers when
your Tuesday average is 90 is a guaranteed waste problem.

DAY LAST WEEK 4-WK AVG FORECAST PREPPED VARIANCE
Monday 87 covers 92 covers Q0 covers 95 +5 (ok)
Tuesday 72 covers 78 covers 75 covers 100 +25 (!)
Wednesday 101 covers 95 covers 98 covers 100 +2 (ok)
Thursday 118 covers 12 covers 115 covers 15 0]

Friday 210 covers  205covers 208 covers 210 +2 (ok)
Saturday 225 covers 220 covers 222 covers 225 +3 (ok)
Sunday 178 covers 175 covers 176 covers 180 +4 (ok)
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Common Inventory Mistakes
(And How to Avoid Them)

Restaurant inventory issues aren’t random chances. These are usually patterns. The most
frequent patterns that occur, and what you should be doing instead, are listed below.

Mistake 1:
Counting Inconsistently

WHAT YOU DO:

One week, you count on Sunday after
the place closes down, the next week
you count after a delivery comes in on
Monday morning. The two counts are
completely incomparable.

Mistake 2:

FIXIT:

Choose one fixed time for the count.
The fixed time should preferably be
one you use weekly; this time should
be before or after a delivery, and
never sometimes before, sometimes
after. Consistency is an important
factor.

Having One Person Own All Inventory Knowledge

WHAT HAPPENS FIXIT:

Only your most seasoned kitchen
manager understands your system.
When they are sick, take a vacation,
or walk out the door, your inventory is
destroyed.

/

Mistake 3:
Ignoring Variance Reports

WHAT HAPPENS:

The software generates a report,
indicating that your actual use of
salmon is 23% over theoretical.
Nobody looks at it or investigates.

-

Write it down. Cross-train 2-3 other
staff. In the hospitality industry, the
vast majority (more than half of
restaurants today) train all staff to take
inventory regularly.

%

HERE IS THE FIX:

A weekly habit should be created to
involve a manager, reviewing variance
reports, and highlighting anything
over 3%. Variance reports tell a story
of over portioning, spoilage, waste
during prep, or theft. Without
investigation, nothing can be fixed.




Mistake 4:
Not Updating Par Levels
After Menu Changes

WHAT HAPPENS |

You add a new menu item that is
highly dependent on a certain
ingredient. You and your kitchen team
forgot to change the par level for that
ingredient. Two weeks pass, and you
are running out of the ingredient

every service.
\ J

Mistake 5:

Ordering From Habit,
Not Data

WHAT HAPPENS

The manager (who has been there for
4 years) states, "We'll just get what we
normally get", asking for the same
amounts that they always get every
week, regardless of what the actual
usage data shows.

~

Mistake 6:

Par levels need to be reviewed after
every menu change. This should
become a mandate.

FIXIT

Orders should be based on current
par levels and actual recent usage
data, not memory or habit. This is
perhaps the most profitable fix you
can implement.

\

Skipping the Receiving Process

WHAT HAPPENS:

Driver arrives, leaves boxes, employee
signs, without counting or quality
check. You learn 3 days later, you
have received 18 Ibs instead of 25 Ibs
of shrimp.

HOW TO FIXIT

Implement a process that counts,
weighs, and checks the temperature
before the driver leaves, noting any
issues on the delivery invoice. Just this
one practice has prevented enormous
monthly costs.



Building a Waste Reduction K
Culture in Your Kitchen

You need systems. You need spreadsheets. But systems and spreadsheets aren't on their
own. Restaurants that have mastered reducing their waste have achieved it because the
whole team 'gets it' and is invested in the outcome.

Here is how you build that culture:

Make Waste Visible

Report your team's total waste log number on the kitchen bulletin board. When your
team can see that the kitchen threw away $340 worth of food last Tuesday, it becomes
real. Abstract conversations about "reducing waste" are forgettable. Seeing $340
written in red is not.

Talk About It in Pre-Shift Meetings

This only requires a 30-second prompt at the beginning of each shift: "We over-
prepped chicken by 8 portions yesterday. Let's keep it tighter fo the forecast foday".
This feedback loop, if done repeatedly, will improve behaviour in a matter of weeks.

Involve Your Cooks in Menu Engineering

Your chefs can see everything thrown in the trash daily. They can tell you which
garnishes no one eats, which prep steps generate mass trim waste, and which sauces
are produced too far in advance and scraped off at night. Talk to them. That
information can be useful data.

Tie Waste Reduction to Results

If your food cost percentage goes from 34% down to 31% in one quarter, share that
success with your team. "Look at this number here, guys. Here's the actual dollar
amount you all saved us."




THE RESTAURANT INVENTORY MANAGEMENT
CHECKLIST

WEEKLY OPERATING STANDARD. PRINT, LAMINATE, DISPLAY FOR MANAGERS.

DAILY TASKS WEEKLY TASKS

Check protein par levels (beef, seafood,
chicken).

Conduct full physical inventory count
(same day/time).

Check premium bar inventory pars. Enter count data into system.

Review previous night's waste log. Calculate weekly food cost %.

Verify delivery accuracy and recording. Review actual vs. theoretical variance.

Confirm walk-in/freezer temperatures. |dentify top 3 waste drivers & actions.

OO0 o0ggag d

Date-label all unlabeled items.

- J

Update par levels (menu changes).

Review receiving logs for discrepancies.

OO0 00 gogag d

MONTHLY TASKS

Full deep-count including non-food
supplies.

Hold brief team meeting on waste
costs.

-
\_

N
J

Adjust pars for seasonal changes.
Analyze 4-week food cost trends.

Run yield tests on major/high-cost
items.

Update par levels (menu changes).

Review receiving logs for
discrepancies.

Compare invoices against received
quantities.

|dentify high consistent variance
items (escalate to chef).

Evaluate high-wast

Review system data accuracy.

‘(0000 00000 O




Final Thoughts K

Restaurant inventory management is not glamorous work. It doesn't show up on the
menu. Your customers never see it. But it's the back-end operation that decides whether
your restaurant makes or loses money subtly month after month.

The restaurants that do this well, from a McDonald's with 40,000 locations to a 50-seat
neighborhood bistro, share a few common traits: they count consistently, they use data to
make ordering decisions, they train their teams to treat inventory as a shared
responsibility, and they treat every dollar of wasted food as exactly what it is, profit that
never made it to the bottom line.

You don't need big cash or big software to start. You need a process, the numbers can't
lie, and the feam must get why this is important.

Start with a spreadsheet. Establish your par levels. Conduct a weekly count. Develop the
habit.

Then, as your operation grows, your systems can grow with it.




EXPLORE MORE

Restaurant Management
Resources

Looking to improve food costs, labor efficiency, menu pricing,
and restaurant profitability? Browse practical calculators,
templates, and operational guides built for restaurant owners
and managers.



https://restaurantassociation.com/resources/

