
Restaurant Management

System Essentials



Inventory Management

A restaurant inventory management system should include features for importing invoices,
exporting to your accounting system, and counting, ordering, receiving, and transferring
inventory items. 

Restaurant Management System

Essentials

Knowing what to look for is key when choosing an
inventory, recipe, and cost management system for
your restaurant. The right system can streamline
your operations, save you time, and improve your
bottom line. 

This guide breaks down the essential features and
integrations every restaurant operator should expect
in a comprehensive solution.

Counts: An inventory management system must provide an
easy way for you to count and value your inventory on hand,
ideally on a tablet or via a worksheet. You should be able to
assign items to storage locations and count items by both full
and partial packs. Ideally, even a new inventory item just
received will show up in the system for counting.

Ordering: The ordering features should include order entry,
order templates, par levels, and suggested reorder levels.
There should also be an option to order by vendor or by item.
The system should generate purchase orders that can be
automatically emailed or exported to vendors. A robust system
will include an option for item usage projections or forecasts.

Invoice Processing: An inventory management system should include a solution for
scanning and importing invoices to automatically update the inventory item receiving
database. The summary invoice information should also be able to export to your Accounts
Payable system. You should not need to enter invoices manually. A quality inventory system
can also import invoices directly from vendors via Electronic Data Interchange (EDI).



Transfers: If your restaurants transfer between locations or utilize a commissary, an
inventory system needs to include features for requesting and fulfilling transfers. The
transfer feature should adjust costs, stock levels, and export cost adjustments to your
general ledger system for each location. Systems with transfer request and fulfillment
features provide a more complete solution than fulfillment-only alternatives.

Receiving/Invoice Detail: Inventory items, pack
size, quantity received, pack cost, and vendor for
each item should be tracked. 

The system should tell you what items you are
buying, from which vendors, in what quantity, and
at what cost over any desired date range. Invoice
images should also be available when needed. The
system should generate cost alerts for significant
item cost changes. 

Actual Usage: An inventory management system
should calculate your inventory usage at an item level
as well as an aggregated level. This tracking should
be aligned with how you track your cost of goods sold
(COGS) on your profit and loss statement. The
accounting formula is: 

Recipe Management

A quality inventory system will also include recipe costing and modeling features, allowing
you to add the ingredients for each of your recipe items and calculate the cost to prepare
each recipe item based on the most recent ingredient costs. The ingredient costs should
always be up to date (reflecting the last invoice).

Beginning inventory, + purchases, +/- transfers, –
ending inventory = Actual Usage and COGS. 

Accounting Integration: Your inventory system
should be able to interface with your accounting
system to export invoice information to accounts
payable, export transfer adjustments, and export
ending inventory valuation adjustments to your
general ledger.



Multiple Recipe Unit Types:
Onions might be used by the
weighted ounce in one recipe,
by the cup in another, and by
each in another recipe item.
The best recipe systems will let
you assign recipe units for
more than one measure class
(volume, weight, and count) to
a single ingredient.

Scalable Recipe Units: You might use a tablespoon of vinegar in one recipe, a cup in
another, and a liter in another recipe. Top-notch recipe costing systems allow you to select
from multiple recipe units within the same measure class when adding an ingredient to 
a recipe.

Prepared Item Recipes: Recipe items that you prepare in batches such as soup, chicken
salad, or chili should be able to be counted and valued in your ending inventory. They
should also have the option to be transferred. 

Suggested Prep and Production: More sophisticated restaurant management systems will
provide an option to suggest and track your preparation or production quantities and costs
for prepared items.

Preparation Instructions: A recipe management system
should also include the option to enter preparation
instructions, including pictures, steps, descriptions, and
prep utensils. There should be a “recipe viewer” feature for
prep staff. 

Recipe Modeling: Ideally, a recipe for a sales item (a
menu item you sell) will calculate the cost as a percent of
its price and the gross profit of the sales item. There
should be an option to enter a target cost percentage so
pricing can be suggested or to enter a desired price to see
the impact on cost or profitability for the sales item. 

Waste: A quality inventory system will also provide the option to track and report waste
quantities and costs. It should accommodate tracking waste for inventory and recipe items.



Food and Beverage Cost Analysis

An inventory, recipe, and cost management system
must interface with your Point of Sale system to
import the menu item sales mix (what menu items
were sold, at what price, and in what quantity). The
best systems integrate with numerous POS systems
and can rapidly integrate with new ones.
 

Theoretical Cost & Usage: Theoretical cost and usage are calculated by combining the
sales mix from your POS with the recipe for each item to determine what your cost of sales
and inventory usage should be (your theoretical cost and usage). For example, if a
hamburger uses 8 ounces of beef that costs $.25 per ounce, and if 100 were sold, your
theoretical usage for beef is 800 ounces (100 x 8oz), and your theoretical cost for beef is 
$200 (800 x $.025).

Variance Analysis: The system should compare theoretical cost and usage to your 
actual cost and usage to determine variances to help isolate problems such as theft, 
over-portioning, or too much waste. Using the above hamburger example, the system
should compare your actual cost and use of beef to the theoretical cost and usage to
calculate variances.

Menu Analytics

A management system that includes recipes and a POS interface should provide tools to
analyze and evaluate your menu based on each item’s cost or profitability and popularity.
For example, a menu item with a high food cost percentage may also be very popular
resulting in it contributing more to your overall profit margin than an unpopular menu item
with a low food cost percentage contributes.



If you do have multiple locations, sharing common
vendors, inventory, and recipe items is essential. Isolating
unique items is also important. A quality inventory system
will allow you to isolate your locations, enabling managers
to only see and focus on their location, and the home
office team to compare multiple locations. 

Inventory management systems designed for multi-unit
operators should have the ability to add franchisees to a
company database, isolate them from the company
locations, and handle integrations to different POS and/or
accounting systems for different locations.

Multi-Restaurant

Even if you only have one restaurant location, having the flexibility in your system to
address multiple locations should be included in your restaurant management system
purchasing decision.

Menu Engineering: A key component of
Menu Analytics is a "Menu Engineering"
report that combines sales mix and
recipes to evaluate menu performance.
This report will tell you your Star items
(profitable and popular), and your dogs
(unprofitable and unpopular). 

System Setup & Maintenance:

Restaurant Inventory, Recipe, and Cost Management systems require time and effort to set
up initially. The easier your system provider makes the initial inventory database setup, the
faster you can start using the system, and the fewer resources you need to divert.

These systems also require time and effort to maintain. Vendors often change or substitute
items. You may start buying new items or switch vendors, and each of these events requires
items to be added or updated. The easier your system provider makes maintenance, the
fewer resources you will expend, and the more accurate your database will remain.



With these features, you’ll be equipped to streamline your operations, make data-driven
decisions, and optimize your restaurant’s performance. 

The easier your system provider makes the initial setup and ongoing maintenance of your
inventory database, the less time and resources you’ll spend doing this yourself.

To learn more about COGS-Well, please visit: www.cogs-well.com or contact us at
info@cogs-well.com.

We’ve highlighted the 7 essential components that every comprehensive inventory
and recipe management system should include:
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