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26.0 OBJECTIVES

Food Servicebusinessisone df the mogt excitingbusinesses. Apparently, many personstry
to open a restaurant without looking into the various facets d the food services. But for
effective and efficient handling of food services operation specialised knowledge has a
significant roleto play. ThisUnitwill provideyou:

e an understandingof variousfunctionsd an operator o food services,

e anidead different areasinfood services operation, and

e necessary information about succesful operationd food service business.

261 INTRODUCTION

The Food Service Industry is perhapsoned thelargestindustries intheworld. If youlook
a the member o food sarvice operationsd dl types, includingwayside stals, tea shops,
push cart food vendors, industrial canteens, ralway and airline catering etc., the industry
employsahugenumber o people. Theindustry isdifferentinthesensethat it hasthe unique
characteristicd serviceindustries = i.e. producingahighly producing perishableproduct.
Thefood servicebusiness has a tremendousvariation in menus, atmosphere, serving hours
and types of customers. Hence it requires close coordination, effective personnel
management and production know how to meet individua demands o the customer. The
operations have to be dosdy monitored and vay often immediate corrective action and
controlsare required. This Unit Wl provide you an idea of the managment strategiesand
theimportant areasin food serviceto betaken cared inorder to beasuccessfulfood service
manager. In caseyou intend starting your own food service operations, we hope this Unit
will helpyouin both, planningaswdl as managing the enterprise.

26.2 PROFILE OF FOOD SERVICE INDUSTRY

According to J.R.Pickworth, a service ddivery system (SDS) is an "Operation in which
product/services are created and delivered to the customer almost simultaneously'. The
Food Service Ddivery System (FDS) is one such specificSDS.

Eating out, once a luxury, is today considered by many in the urban areas as a necessity.
Domedtic attendentsare getting expensve and fewer. Even for upper middleclassincome
levds, it is now much easier to eat out at times than to meairtain afull-timecook a home'
Largesegmentsd the population have had incomeincreaseswhich permit themto eat out
more often, not only as a means d relaxation and escape from the monotonous chores of
house keeping, but aso as aform of pleasure, fashion or entertainment. Certain trendsare
noticeablein thisregard. For example:
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Thereisadefinitetrend toward somebasi ctypesd food serviceoperations. Thegrowth
d fast, minimum service restaurants is vary noticesble. Catering primarily to the
shopper, young men and women employed in officesand shops, theserestaurantssd i sfy
their customersneed to save timeand toeat reasonablequality food at moderate prices.

Therearedsotherapidly growing highway r estaur antsall over thecountry. As people
travd morewithin the country and areaway from homeagreater part of thetime, eating
out hastobe anecessity.

Thethirdtypeoperationthat hasand will continuetogainin popularityistheatmosphere
resaurant. Eating out nesd not be medy an escape from routine housskesping.
Glamour, stimulation of d| thesenses, excitement, afedingdf satisfactionand well being
are all part d the packagethat agood atmosphererestaurant sllsin addition tofood.

Herewe musgt remember thet in all the abovetypesyou are awarethat dl service deliverry
sygemsconvert inputsinto outputs. Inthecased FDS thiswould be

Inpuis Process Outputs
Food e Cooking > Meals
Raw Materials Serving Cusiomer satisfaction

Location isvirtudly the most important factor for the successd a restaurant. The type o
restaurant, itslocation, and its market areinextricably linked. For sometypesd restaurants:
it isessentia tobe located inthe middle d amarket. A restaurant devoted to business
lunches needsto be surrounded by business organisations, and a fast-food counter must be
located in asitewherealarge number o people congtantly passhy.

Therearecertain unique agpectsin thefood semcesin India

Thereisavey large number d small units.

Thesesd | unitsoffer adiversevariety d productsand services, capable d satisfying
theguestsimmediater equirements.

The product that is sold is highly perishable. If ;fm miss today's tneal, then that
particular sdle can never be made again as today is goneforever. Tomorrow, we will
sidy your requirement for tomorrow.

Thereisavery high service component in the product. The human factor isacrucid
aspect o thisproduct. The requirement d having human production staff and servers
has not been doneaway with. Hence, thereisavery highlabour requirement both inthe
manufacturingd food and for itsservice,

Mos o the raw material ussd iSnen standardized. Hence, staff %Il requirementin
evauationd rav materia to be used isd primary importance.

Precise co-ordination in all operational functions is absolutely critica as the guests
requirements have to be met wthi n a limited time. The guest isaso always in direct
contact with thefood servicestaff who get congtant feedback on their performance.

The customer, whom werefer to as aguest, knows immediately how wdl he or she has
enjoyed the med experience, unlike other productswhereit takestimeto evduaethe
qudlity o the product.

The product in arestaurant isredly the whole experienced food sarvice, atmosphere
and other facilities. Qudlity is evaduated by individuas on the bass d the levd d
importance given by them to different componentsd thisexperience.

You are dready avare o the basic management conceptsand functions. theseareequaly
applicablein the case of food sarvices For exampleyou haveto:

Pan in all aress, i.e, to start a new busness or yealy, monthly, weskly ar daly
operations, costs, cgpacity etc.

Organise not only the operationsbut decide on the organisational structure, spans of
control, design jobs and del egateauthority.

T T T e



Provideleadershipasamanager. Nosingle profilecan bethered a successful manager
in FDS. However, According to Rober B.Lane: tbe most susccessful managers,
certainlythe leader s, have been successful not becausedf their technical back grounds
or depth of experiencethey offer, butmoresofor their lovefor the busineess, asexhibited
by their affirmity for their employeesand guests, their penchant, for detail, and their
absolutedisireto providequality, valueand serviceto their market nicheé Hefurther
stressedthat " If therewas onetest to begiven tothoseconsideringa seriousfood service
caregr, it should determinewhether,and to what extent, they havean inborn desireto
serveetherrs. If not, then they don't belongin thebusiness'.

monitor and control operations.

263 HANDICAPS AND MISCONCEPTIONS

Thefood serviceindustry has many problems. Even though the industry isvery large, it is
primarily made up o many small operations. Thishasmedeit difficult togoinfor organised
researchand devel opmentas comparedto other industries. Itsmajor problemsari sebecause

of:

Widevariaionsin productsand methodsd production,
Manufacturingand sallingin the same premises,

Long hoursd operations, and

Maintaining quaity o food and service.

Mog of the inspiration for opening a restaurant comes from mistaken notions about this
business. Hence, before you ventureinto thisbusinessas an entrepreneur you must have a
vay clear ideaabout investments, costs, profits and expertiseetc. Let usexamine somedt
these:

D

i)

LowInvestment

People look around a restaurant while dining and get theidea that it doesn't cost much
toopenarestaurant. However, the cost isvery high today, runninginto tensd lakhs for
even amoderatesize operation.

Theconfusion arises asthe person's estimated the cost of cquipxixent andinteriorsis
based uponthecost of household equipment and i nteriorsand doesnot takeinto account
the cost o infrastructurerequired.

High Profits

Mog peoplewho eat at restaurants have at one time or another been convinced that
restaurant profitsareenormous. A quick estimated market pricesfor the med items
leads them to conclude that the profit on the food served in restaurants must be very
high. People outside the industry estimate restaurant net profits to be as high as 50
percent. This is again because costs related to infrastructure, equipment, saaries,
maintenance, marketing etc are not takeninto account by the outsiderss. Moreover the
prices are related to the qudity o the service and the atmosphere built around that
sarvicee. In redity, anyone who knows the food business is aware that a wel-run
restaurant with agood volume o saleswill be very satisfied with a10 percent net profit.

Everyone|san Expert

The assumption that expertiseat home can be carried over into the operation o a
restaurant isanother factor in the launching d so many eating establishments. We all
eat atleast two mealsa day and dmost everyone has tried hisor her hand at cooking.
Many o usget complimentedfor thefoodwe serveand our friendssuggest that weshould
have a restaurant. However, commercial restaurant operation and service of food at /
homear e entirdy differ entand acommer cial oper ationismuch moredifficult for many
reasons.

Many of ushdievethat we can do things better. Whenwe get poor food and servicethe
firg reactionis, that if wewere runningthis place, such thingswould never happen! This

Food Services
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could beright. Inexperienced people have set ap restaurants and become famous rich
and successful but the oddsarevery much againg itl!

Nany people feel that their town or locality needs a good restaurant. Actually mogt
towns/localities could USe @ good restaurant, but this doese’t meanthat onewould be

successful. Usually thereare reasonswhy no good esting placesexist, and it would be
wse to Sudy thestuation carefully.

A4 SUCCESS REQUI REMENTS

The Food Service businessis ahands-on business whereknowledge of theory donewill not
be enough.

Practical knowledge d operationsisessentia asthereislow margin d error. Coordination’
is mod essentia in order to gve the customer the best in termsof f ood quality and service.
Cugtomer feedbadk isrequired to get an accurateidead how thefood servi ce operationis
doing.

Customer satisfaction is eventually determined by:

e expectationsand other pre-experiencestandards,
a ,product-serviceperformance, and -
e howan individud perceivestheexperienceof recaiving or using the service.

To creste ard maintain aconsstent and effectivequdity in afood service operation, it is
necessary to have anintegrated approach to thefollowing factors:

a) Acultured quality,

b) Teamorientation,

¢) Cugomer driven policiesand procedures,

d) Setingd standardsand values,

€) Development d' human resources,

f) Planning forQdity,

g Building of sysemsto measure achievements,and

h) Making changesbeforethey are demanded by market forces.

Check Your Progress-1

1) Make alisf of saneépecial features d food services in-I ndia
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2) Write down some:of the requirementsto become successful infood services.

...................................................
.................................................
...................................................
.................................................

.................................................

265 MENU

Thefood to be served in arestaurantisthe basisof the restaurant operation. The typeand
vaiety of food to be offered will determine syle o service, kitchen design, storage
requirementsand eveninterior decoration.

Themenu liststheitemsor the alternatwe itemsfrom which a person may select to satisfy
hisneed. Themenuwill vary in food serviceoperationsand will be affected by:

Thecustomer profile,

Nutritional requirements,

Potential numbersto be served,

Availabilityof skilled gtaff,

Areaand equipment availablefor food preparation,

Food combingtioni e. variety in colour, texture, flavour, preparation method, etc., and
Climate and seasond availability d foods.

TableService Rest aur ant s generally havelonger and more complex menus. Generaly these
restaurantsselect a theme and create an image through menu design and content, interior
decor, styleof service, advertisingetc. Three basictypesd menusare possible.

i) Tabled’hote - Set menus(suchas Thaali)

ii) Alacarte - arelists of aternativesfor each med component or course where the
customer sel ectsthe number of coursesand specifiesitemshe or shewants to eat.

iif) A combinationd i) and ii).

Cafetaria or Buffet Service Restaurant

Theseare till in smal numbersin Indiaand are generally found in ingtitutional feeding
operationssuch asfactory canteens. They offer afixed number o items on the menu, which
are on display, at a fixed cost to the customer. The non-intitutional operations offer
umhimited quantity to a customer at afixed price.

-Quick Sarviceand Fast Food Restaurants

Theserestaurantsgenerally areopen for long hoursand offer thesame menu throughout the
day. Thewestern style coffeeshopeyperation istill inlimited numbers in Indiaand generally
such coffee shopshavealimited variety snack, lunchand dirmer menu. Inthewes thedinner
menu is dightly more extensve than the lunch menu. Menu items choice is based on
popularity, profitability and quick preduction capability.

Fast food restaurantsprovidevery little service, generally havelimited nenus and offer quick
production standardised ifems. Im meost vest ern fast feod restaurantsitems are not reatly
prepared to order. The most popular enes are produced continuoudy and the ethers at
regular intervalsto maintaina predetermined suppl y levet andt hen kept packed ready for

Food Services
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sarvice. Hence, menu variety hasto belimited and that only to thoseitemswhich canretain
acceptablequality over a period of time.

266 FOOD AND BEVERAGE COST CONTROL

The food service business has a very high failure rate. It dealswith a highly perishable
product and essily spoilableraw materials. Many restaurant failuresarenotduetolowvsales
but to high costs. Hence, the objective of a cost control system is to achieve desired
production costswhich are asper planned costswithout sacrificingthe quality or quantity of
food served. TheF&B control system should providethefood serviceoperation systemwith
adequate information about raw materia costs, inventory levels, sales information and
productionefficiency. Infact thevariousaspect related to Financial Management discussed
in Unit- 14, haveto be applied in relation to thefood servicebusiness.

The kitchen of any food serviceoperation isequivaent to a factory which manufacturesa
number of products prepared with different methods and raw materials. Lack d control
over purchase, storage, production or saleswill affect profitability very adversely.

Control System

The amount o control required is related to the size and complexity of thefood service
operation. A small restaurant cannot afford and does not need thesame amount d control
asa unit to ensure multi unit food service operation. However, information must be such
that it can beacted upon toimproveor correct aproblemor potential problem. With proper
control sand systemsquality can bestandardised, performancecanbe measuredand effective
planning made possible.

Asagenera ruleall food serviceoperationrequire;

a) Anéeffecti veFood Control System. Control over food costsmust be maintainedfrom ther
time of purchase to thetime d sde. Wastage, spoilage, pilferagecan happen eesily to
food productsand must be minimised through: ’,

¢ controllingpurchase quality

e settingdetailed specificationsand proper receiving procedures,
e minimising Stocksand storing on aFIFO (first in first out) besis,-
¢ correct and accurateissuing,

¢ detailedreciepes, and

e implementationof food production procedures.

b) Managementreportingmust betimey and accurateand should al soidentify areaswhere
problemsneed correction. For exampletheriseinthecost d oneingredientcan affect
costsof many productsand timely corrective action can avoid higher costs and hence
lower operating profits. In anormal food service operationalargenumber o itemsare
sold and the percentage price increase due to inflationis not the same for each item.
Hence, an annua increasein sales/revenue may not give a correct picture and the
management may feel they are doing well. The F&B control department's andysis o
net salescouldin fact show that quantitativesal e had gone down and increasein revenue
wasdueto priceincreaseswhichwould hel pthe management toanaysereasonsfor lower
real sales.

Themost important cost figurein a food service operation isthe food/beverage cost which
reflects the cost of food/beverage consumed compared to the revenue received from
food/beverage sdes. Thiscan bedoneon adaily weekly and on a monthly basis. Insmaller
operationsa daily consumptionanalysisisaso very useful as not only doesit give thefood
cost but alsogivesa vary accurateanadysisof shortages.

Setting UpOf standardsand recipes iSthestarting point of any cost contrel system. Detailed
purchase specificationsensurethat food stuffs of the correct quality dre used and standard
recipes ensureaconsistentstandard product, bothintermsd quality and intermaf quantity
or portion S ze



The concept of unifor mity cannot be underestimatedasit isan essentid ingredient o F&B
Control aswdl asfor achieving alasting and long term guest satisfaction. In adetailed and
elaborate food cost control system, the actual F&B costs as per purchase and stocksare
compared with F&B costsbased on issuesand F&B costsbased on standard costs. Theseare
food cost based on number o portionssold d eachitem, their standardin-houserecipeand
henceused raw material,andfindly cost d thisraw material based on correct market prices.
Thisstandardcost indicatesthecost o food that should have been used and when compared
with actual food cogt, indicatesthe efficiency of the food service operation.

Uniform System of Accountsfor Restaurants

Thissystem basicdly dassifiesincome & expenseitemsso asto not only provide a Profit and
Lossstatementand Balance Sheet, but also to provide acons stent management information
sysemfor andytical use by the management. It givesaclear pictured the mgor functiona
aspectsd the business and how each mgjor item contributestoit.

Check Your Progress-2

1) What arethefactorstotakecared for decidingthe menu?

.................................................
.................................................

.................................................

..................................................
.................................................
..................................................

..................................................

267 FOOD SERVICE HYGIENE

More and more peoplein theworld are eating out. For examplein the US, dmog hdf the
meel seaten are purchasedthrough Food Serviceoperations. |1nIndiaalong with the practice
d edting out, methods o agriculture production, food prices, food distributions and food
preparation have changed. Dietary habits are also changing and people are experimenting
with new typesdf food such as hamburgers, pizza, ice creams, etc.

Food contaminationisareal possiblity 2nd itscausescan be
e infectedfood handlers,
contaminatedfood supplies,
unsafefood handling practices,
unsanitary equipment, and
hazardouschemicals.

)
e 6 o o

Food Services
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Managerial Practices Since the begining o time, through trial and error, people have learnt how to prevent

in Tourigm-2 contamination i the food they eat, In the colder countries meat was sun dried, salted,
smoked or chilled to preserveit. Inwarmer partsd theworld, food waswel cooked not only
toimprovethetexture and flavour, but also to keep it safe.

As thefood service industry growsin India, the chancesd illnessdue to this are likdy to
grow due to multiple handling of processed foods if proper sanitation practices are not
observed. Food o proper quality will haveto be bought, stored safely, cooked properly and
served correctly. A employeeswill have to be carefully screened for illnesses, and trained
and motivated to learn and apply proper, hygienic food handling practices. The kitchen
equipment and utensilsetc. will lso have to be d such qudity and standard that they help
and not adversdly affect the sanitationeffort.

Mogt food serviceillnessesaredueto:

Wi ng improper raw material,

Failureto properly refrigeratefood requiring refrigeration,

Failureto thoroughly heat and cook food,

Infected employees,

Usingd raw, contaminatedingredientsthat receive no further cooking,
Allowingfood to remain at bacteriaincubating temperatures, and

Cross contamination d raw foodswith cooked itemsand freshly pre processed foodby
workersor by infrequently cleaned equipment

It must dways be remembered that the end food product can only be as good as the
ingredientsused to prepareit. Alt food material must be checked on receipt to ensure that
itisd therequiredstandard. Specificationsshould be madefor each idam purchasedto see
that it conformsto the required minimum standards. Storagemust be on thebasisd FIFO
and asfar as possibleminimum food stock should be kept and that only in specific designated
areas. All these aspectsarerelated to operation'smanagement.

268 COMPUTERSI|N FOOD SERVICE OPERATION

The Food Service businessis highly material and labour intensive, with a high inventory
turnover. Theprocessaf ordering, receiving, storing, issuing, producing and serving of food
productscan be quite-complex. Probably no other business has such a large number o
transactionsasthe food service businessand has so many employeeshandling cash.

With the development of computers, many d the taskswhich were done manualy, are being
done by computerstoday. Inthepre1960s manual cashregisterswereusedin the west. They
were mechanical machineswith basicfunctions, used at the Point of Sale(POS). Today, with
the development o eectronic Point of Sale terminasand cash registers, for effective cash
management, sale analysis and reordering systems much effort is being made in the back
offices. Though not as noticeable as the cash and sarvice management systems, the
accountingand inventory control sysemscan be equaly important asthey helpinimproving
labour productivity, effective cash flow monitoring and improved operation systems,
resulting in cost savings.

The POSsystem can be expanded as per requirement and henceinvestment isonly on what
is needed and the organisationis protected from obsolescence. Printersand terminascan
aso be provided as and where required. Menu changes are easly absorbed and functions
such asmaterial consumption, stock records, automaticmaterial orderingare aso possible.
The POS system now is able to provide managerswith essential information to make the
correct decisions.

Beside normal sale requirements, computersare being used for Planning and Budgeting,
Financial Accounting, F& B Control, Profitability Analysis, Operational Control sand Project
Management.

Modem food service operations are constantly evolving with the aid of fast developing
informationtechnol ogy which ass sts better management.



269 MARKETING

Thefood serviceoperationshould not only understand the busi nessitsdlf but alsothemarket,
the competition and the social, economic and demographicdynamics d the environment.
Market feashility andysisisthe most crucia step toward the successful implementation of a
potential food service project. Inorder to open anew restaurantor take up any food service
project we have to do a number of things:

e Defineand analysewho our customers(or potential customers) are,

e Andysethecompetition(or potential competition) in the market and near itsfringes,

e Andysehow wefit intothat market, i.e. how wel wefulfil customer needscompared to
the competition,

e Survey thesocial, economic, demographic, technologica and politica environments.

Information on the above areas help you to decideyour course o action. Beforedeciding
your strategy o operationit isessential to analyseyour own strengthsand weaknesses. The
toughest part of the pre-planning processissdf-analysis. Y ou cannot use competitiontoits
fullest advantage unless you understandyour own concept — your operation,itsreasonsfor
being, its reason for success and its strengths and wesknesses. Once the strengths and
weaknessof the operati onare known decidingwhich aternativestrategy to choosewill bean
objectivedecision. Y our strategy should be based on customer requirements, how they are
beingmet a present and what isyour organisational strength. Then comesthevarioustools
of marketingfor restaurant. They are:

Advertising,

Publicity,

Product presentation,
Menu,

Searvice,

Decor,

Pricing

New Products, and
Market Segmentation, etc.

When dl these componentsare totaly consistent with the overall concept and are totally
integrated with each other, the ultimate goal of the organisation is achieved. (We have
discussed the marketing of foodsin aseparate Unit in TS-6).

No marketingstrategy in food serviceisgoing towork unlessit isoperationallypractical and
can be implemented. In the restaurant business, we cannot fool the customer by the
packaging and design o the product. Ultimatelythemost successful advertising isby ‘word
of mouth' and the successaf afood service operationwill depend on how well it can satisfy
itscustomersneeds and desiresand makethem feel that they are getting vauefor money.

Check Your Progress-3

1) “What are the causes of food contamination?

.................................................
.................................................
.................................................
® s 2 a & 8 = 2 3 a3 .2 a2 2 s 8 s'®s a 8 # = & = ® + ® a2V g " s s omoa s oA s s s o8 s s s s 4o

.................................................
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' z';:!‘"“ ;”“"““’ 2) If youwant to start arestaurant, wha will bethe first stepin your planning?

................................................
..................................................
................................................
.................................................

.................................................

26.10 LET US SUM UP

Managingfood servicesis an exditing busness. Whether you are managing your oan food
servicesbudness or working for othersit is essentia to have proper knowledge about the
operationsd food services. This Unit hasintroduced you to the food servicesbusinessin
India, misconceptionsabout it and how to achieve success. We have aso explained some
importnat areasin the.operation d food sarvices like preparation d menu, cost control,
hygiene, application o computers and marketing. Last but mogt ‘important yardgtick to
measuresuccessin thisbus nessistheguest satisfaction. In caseyau intend to start your own
small businessin thisareayou mugt consider theissues mentionedin this Unit.

26.11 ANSWERSTO CHECK YOUR PROGRESS EXERCISES

Check Your Progress-1

1) SeeSec.26.2.

2) After reading Sac.26.4 you have to identify certainfactors.

Check Your Progress-2

1) Customer profile, number o customers, season, availability o staff, etc. SeeSec.26.5.

2) Natured product, raw materrials, purchase and sarvingproducts are key areasin food
services. Control is necessary to avoid waste, to rationalise costing, to provide
satifactory serviceand to gain profit. SeeSec.26.6.

Check Your Progress-3

1) Sec Sec.26.7

2) You have to write about the pre-operation survey d the market and to mention the
different areasin whichinformationshould be collected. SeeSec.26.9.
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