
FOOD & BEVERAGE OPERATIONS 
– Basic Understanding of Food & 
Beverage Financial Management



Food & 
Beverage 
Cost Control

Fixed & Variable Cost

- Labor Cost 

- Food & Beverage Cost
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Food & 
Beverage 
Cost Control

Mix Cost
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Profit 
& Loss Statement
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RM

Sales 1,000000.00

Less:  Cost of Sales 300,000.00

Gross Profit 700,000.00

Less:  Labor Cost
Less:  Operating Expenses
Net Profit

200,000.00
300,000.00
200,000.00
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RM

Revenue
Food
Beverage

Total Revenue

120,000.00
80,000.00

200,000.00

Cost of Sales
Food
Beverage

Total Cost of Sales

50,000.00
40,000.00
90,000.00

Gross Profit 110,000.00

Controllable Expenses
Payroll & Related Expenses
Direct Operating Expenses
Music & Entertainment
Marketing
Energy
Administration
Repair & Maintenance

Total Controllable Expenses

35,000.00
12,500.00

4,000.00
6,000.00
3,500.00
4,200.00
3,800.00

69,000.00

Profit before fixed charges
Rental, Insurance
Loan Interest
Depreciation of assets

41,000.00
13,000.00

7,000.00
1,000.00

21,000.00

Net Profit for the Period 20,000.00

Profit 
& Loss 
Statement



What is Cost of 
Sales?

FOOD COST & BEVERAGE COST / COST OF GOODS SOLD
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Calculating Cost Of Goods Sold
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Restaurant has RM5,000.00 worth of inventory on hand in the 
beginning of the week

Additional purchase of RM3,000.00 of food & beverage product at 
mid week

The following Monday, there is a RM4,000.00 worth of inventory

Calculate the COGS?

Calculating COGS- Example
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Calculating Cost of Sales  - Example

Inventory 
= $5000

Inventory =
$4000
- $8000 

COGS 
= $4000

Purchase FB
+ 

$3000 
= $8000



Starting inventory: $4,000
Purchases: $10,000
Ending inventory: $6,000
Food sales: $24,000

Calculating Food Cost Percentage
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Potato chip business has had its first month run, to start the quarter out they make sure to have on 
hand the following inventory:

•1000 pounds potatoes (worth $750)
•200 gallons oil (worth $1000)
•100 pounds salt (worth $25)

During this quarter they also purchase the following inventory items:
•Potatoes: 10000 pounds (costing $7500)
•Oil: 500 gallons (costing $2500)
•Salt: 100 pounds (costing $25)
They also have 600 employee hours producing potatoes chips (costing $7200).

At the end of the period the business has left in the inventory:
•234 pounds potatoes (worth $175.50)
•25 gallons oil (worth $125)
•50 pounds salt (worth $12.50)

Calculating COGS – Example (Potato Chip Business)



FIFO uses inventory that was
purchased first before inventory
that was purchased later

Calculate:

At the end of the month there are 1500 pounds of
potatoes left over. Throughout the month potatoes
were purchased on four separate occasions for the
following prices:

•Week 1: 1000 pounds at $0.78/pound
•Week 2: 1500 pounds at $0.77/pound
•Week 3: 2000 pounds at $0.77/pound
•Week 4: 1000 pounds at $0.79/pound

Since there are 1500 pounds of potatoes left, the
assumption is that 1000 pounds were purchased in
week 4, and 500 pounds were purchased in week 3.
Calculate the total cost using FIFO.



LIFO uses inventory that was
purchased last before
inventory that was purchased
earlier

In this inventory method the 1500 pounds of potatoes 
were purchased in week 1 (1000 pounds) and week 2 
(500 pounds). Calculate the total cost using LIFO.

•Week 1: 1000 pounds at $0.78/pound
•Week 2: 1500 pounds at $0.77/pound
•Week 3: 2000 pounds at $0.77/pound
•Week 4: 1000 pounds at $0.79/pound

Calculate:

At the end of the month there are 1500 pounds of
potatoes left over. Throughout the month potatoes
were purchased on four separate occasions for the
following prices:



Average Cost

The accounting method
takes the average of all
the goods purchased
during the period and
uses this as the price
applied for goods leftover
in inventory.

Calculate:

At the end of the month there are 1500 pounds of
potatoes left over. Throughout the month potatoes
were purchased on four separate occasions for the
following prices:

•Week 1: 1000 pounds at $0.78/pound
•Week 2: 1500 pounds at $0.77/pound
•Week 3: 2000 pounds at $0.77/pound
•Week 4: 1000 pounds at $0.79/pound

Since there are 1500 pounds of potatoes left, the
assumption is that 1000 pounds were purchased in
week 4, and 500 pounds were purchased in week 3.
Calculate the total average cost?



Calculating Cost of 
Sales  - Transfer in 
and Transfer Out

Beginning Inventory

+ Purchases

(-Transfer Out)

+ Transfer In

- Ending Inventory

= Cost of Good Sold
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FOOD & BEVERAGE 
OPERATIONS –
Basic Marketing 



What Is 
Environmental 
Scanning?



SWOT Analysis



Service 
Marketing



Stakeholder Analysis







Segmentation, Targeting & 
Positioning



Targeting Strategies




