Chapter 7 

Purchasing and Inventory Control
Purchasing is the careful process of selecting from many choices, making sound decisions, and developing relationships with vendors and suppliers. 


Involves both buyers and vendors/suppliers.  Who the buyer is for a food service operation often depends on the size or type of operation.


Types of restaurant operations:



Independent – owners usually do the purchasing

Cooperative (co-op) buying – some small operations join together

Multi-unit chains – use economies of scale and commissaries to keep food costs low

Franchises – agree to buy goods and services that meet the franchisor’s
standards

Channel of distribution -  includes the particular businesses that buy and sell a product as it makes its way from its original source to a retailer.


3 main layers of distribution are:



Primary sources – farmers, ranchers, etc.



Intermediary sources -  wholesalers, distributors, etc.



Retailers -  restaurants, supermarkets, etc.

Purchasing methods


Formal purchasing methods – involve written specs by buyers and written bids by suppliers


Informal purchasing methods – buyers rely on verbal 
Quotes from suppliers to determine their buying decisions.

Prices affected by:


Time value – frequent vs. infrequent purchases


Form value – sugar packets vs. bulk sugar


Place value- fish shipped to Kansas restaurant vs.





Fish delivered in Boston


Transportation value -  air freight vs. semi-truck


Political events – ban on orange imports from Mexico


Weather – droughts or floods vs. bumper crops


Supply and demand forces – June strawberries vs. January




Strawberries

(7.2)

Specification or specs, clearly explain the needs or a restaurant to suppliers.  They must be thorough, yet flexible enough so that suppliers can substitute unavailable items competitively.

Organic produce- grown without chemical herbicides and pesticides.

Grades – voluntary service paid for by packers that shows the quality of foods

Inspection of foods by the USDA is mandatory and is done to ensure safety and wholesomeness of foods.

Packer’s brands -  packing company’s own personal grading system.



Examples – Sunkist oranges and Blue Diamond 





Almonds. – grading systems often more





Specific than government grades..

Purchase order -  legally binding written document that details exactly what the buyer is ordering from the vendor.

(7.3)

Buyers must know their operating budget and the needs of the restaurant before making purchasing decisions.

Effective  forecasting is basically a highly educated prediction of what products the buyer thins will be needed in the future.

The buyer uses productions sheets  to calculate these forecasts.

Purchasing sheets should minimize both stockouts (running out of an item) and overproduction (spoilage due to making more food than can be sold.)

3 main types of production records:


Production sheets -  provide detailed records of menu items produced and served daily.


Daily food cost sheets -  ongoing records of daily and monthly food costs for an operation.  To figure daily food costs, add all the requisitions from the storeroom and the daily purchases.

The daily food cost divided by the daily sales figure is the daily food cost percentage.


Sales mix record – shows the amount of each menu item sold over a specified period of time.  It can be used to spot changes in a menu item’s popularity.

Suppliers often provide one or more of the following service to the buyer:


Cost-plus buying – buyer is charged the supplier’s costs plus



A predetermined markup


One-stop shopping ​ - buyer receives a volume discount by purchasing as many items as possible from one supplier.


Stockless purchasing – buyer purchases in a large amount of  goods at a discounted price, and the supplier agrees to store these goods, delivering them to the buyer as needed.


Standing order – the supplier’s delivery person shows up at the buyer’s operation, evaluates the inventory, and drops off the amount of goods needed to bring stock up to an agreed upon inventory level.


Delivery schedule – buyer informs the supplier when he or she would like the items delivered.


Lead time – refers to the time gap between placing an order and its delivery. Shorter lead times are more convenient for the buyer.


Reciprocal buying -  buyer agrees to do business with only one supplier in exchange for the supplier’s commitment to use and recommend the buyer’s operation.


Substitutions – buyer agrees to let the supplier deliver an acceptable substitute if the specific product ordered is unavailable.


Consulting services – instructions or information regarding a products, such as handling procedures or safety requirements.

The optimal price is the price that produces the best value to the buyer.

Formula used to determine the edible portion (EP) is


   Also used by buyers to calculate the optimal price of 


  An item.



EP =   as purchased (AP)





Yield


Low AP price is not always optimal if it means a low yield


Or high EP price

A make-or-buy analysis  is one method buyers constantly use to save costs.

Convenience foods are foods that have been processed in some way to make them easier or quicker to use.  Convenience foods are often good for a restaurant’s bottom line.

