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Introduction 
One of the most common challenges restaurant owners face is maintaining the right balance between over-

ordering and under-ordering stock. Over-ordering can lead to excess inventory, which often results in 

wasted ingredients and spoiled food, especially when dealing with perishables. Under-ordering, on the 

other hand, can leave you short on key ingredients, causing delays in service and potentially losing 

customers.

To avoid these issues, it’s essential to track sales patterns, analyze historical data, and set up par levels 

based on customer demand. Par levels will help you maintain the ideal stock quantity without 

overstocking, while also ensuring you have enough inventory to meet demand.

Spoilage and Waste from Perishable Items
Restaurants deal with a high volume of perishable goods, which can spoil if not used in time. Spoilage leads 

to waste, reducing your profit margins. This issue is particularly common when inventory is not rotated 

properly, with older stock being forgotten or ignored.

To reduce spoilage, implement the FIFO (First In, First Out) method. This ensures older stock is used 

before newer deliveries, minimizing waste. Additionally, proper storage techniques, temperature controls, 

and regular stock audits can help maintain the quality and freshness of your inventory.

Inconsistent Supplier Deliveries and Stock Discrepancies
Many restaurant owners experience issues with inconsistent supplier deliveries, leading to stock 

discrepancies. Late or incomplete deliveries can disrupt service, while miscommunication about order 

quantities can cause over or under-ordering.

Building strong relationships with your suppliers and maintaining open communication are critical to 

avoiding these problems. Ensure clear expectations regarding delivery schedules and order accuracy are in 

place. It’s also beneficial to have backup suppliers in case your primary supplier cannot meet your needs.

Managing Seasonal Fluctuations and Changing Customer Demand
Customer demand in the restaurant industry can be highly unpredictable, with seasonal fluctuations often 

affecting the volume of sales. During peak seasons, you may need to increase inventory levels to meet 

higher demand, while during slower periods, excess inventory could go to waste.

To manage these fluctuations, analyze historical sales data to identify trends and adjust your inventory 

levels accordingly. Planning ahead for seasonal changes can help you avoid overstocking or running out of 

critical items.

Impact of Human Error on Inventory Tracking
Human error is one of the biggest contributors to inventory mismanagement. Manual counting methods, 

errors in data entry, or failure to properly update inventory records can all lead to stock discrepancies. 

These errors can result in incorrect ordering, wasted inventory, and missed opportunities for cost savings.

Automating your inventory processes, using inventory management software, and conducting regular 

audits can significantly reduce the impact of human error. Technology can help you maintain real-time 

data accuracy, streamline ordering processes, and provide greater visibility into your inventory levels.



Chapter 1: FIFO, LIFO, and 

Just-in-Time: Which Method 

is Right for You?



FIFO (First In, First Out): Best for Perishable Items
FIFO is the most common inventory control method used in restaurants, as it 

ensures that the oldest stock is used first. This method is particularly effective for 

managing perishable items like produce, dairy, and meat, which have limited shelf 

lives.

By implementing FIFO, you reduce the chances of spoilage, improve food quality, 

and minimize waste. In practice, this involves organizing stock in such a way that 

older items are positioned at the front, and newer deliveries are placed behind 

them.

LIFO (Last In, First Out): Advantages and Limitations
LIFO, or Last In, First Out, is less commonly used in the restaurant industry but 

can be effective in specific situations. LIFO involves using the most recently 

received inventory first, which may be useful when dealing with non-perishable 

items or when prices are fluctuating.

However, LIFO can lead to older stock sitting unused for extended periods, 

increasing the risk of spoilage and waste. While it might offer some financial 

benefits in certain markets, LIFO is generally not recommended for restaurants 

dealing with fresh food.

Just-in-Time Inventory: Reducing Excess Stock
The Just-in-Time (JIT) inventory method involves ordering stock only as needed, 

reducing the amount of inventory on hand and minimizing storage costs. This 

method ensures freshness and reduces waste by eliminating excess stock.

While JIT can be highly effective for reducing costs and maintaining fresh 

ingredients, it requires precise management and reliable suppliers. Any disruption 

in delivery schedules could leave your restaurant without key ingredients during 

busy times.

Comparing the Methods: Pros, Cons, and Deciding Factors
Each of these methods has its pros and cons, and the right choice for your 

restaurant will depend on your specific needs. FIFO is ideal for most restaurants 

due to its ability to reduce waste and improve freshness. LIFO can be beneficial 

for non-perishables, while JIT requires a strong relationship with suppliers and 

careful planning.

When deciding which method to implement, consider the nature of your stock, 

your supplier relationships, and the level of control you have over inventory 

turnover.
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The Benefits of Using Technology for Inventory Control
Implementing inventory management software offers numerous benefits, 

including improved accuracy, efficiency, and time savings. Automated systems can 

track inventory levels in real-time, allowing you to see exactly what you have in 

stock, what needs to be reordered, and where discrepancies may exist.

Automation also reduces human error, ensuring that your records are accurate 

and up to date. Additionally, software can generate reports and analytics, helping 

you identify trends, optimize ordering, and minimize waste.

Features to Look for in Inventory Management Software
When choosing inventory management software, look for features that align with 

your restaurant’s needs. Some key features to consider include:

• Real-time tracking of inventory levels

• Integration with your POS system

• Automated reordering based on par levels

• Barcode scanning for easy stock counting

• Analytics and reporting to track usage patterns and shrinkage

The Role of AI and Predictive Analytics in Optimizing Stock 

Levels
Artificial intelligence (AI) and predictive analytics are becoming increasingly 

important in inventory management. AI can analyze historical data and predict 

future demand, helping you adjust stock levels more accurately. This reduces the 

likelihood of overstocking or understocking, improving efficiency and 

profitability.

Predictive analytics can also help identify trends and patterns in customer 

behavior, allowing you to anticipate changes in demand and plan accordingly.

Steps to Implement an Automated Inventory System
To implement an automated inventory system, start by assessing your current 

processes and identifying areas where automation can offer the most benefit. 

Research software options, considering both your budget and your restaurant’s 

specific needs.

Once you’ve chosen a solution, work with your team to integrate it into your 

existing workflows, ensuring proper training for all employees. Regularly review 

the system’s performance and make adjustments as needed.
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Regular audits are essential for maintaining inventory accuracy and 

reducing shrinkage caused by theft, spoilage, or mismanagement. By 

conducting audits, you can reconcile physical inventory with recorded 

stock levels, identifying discrepancies that may be costing your 

restaurant money.

How to Identify and Prevent Shrinkage
Shrinkage can occur for a variety of reasons, including employee theft, 

vendor fraud, and spoilage. To identify and prevent shrinkage, it’s 

important to track inventory closely and regularly review your records 

for inconsistencies.

Implement security measures, such as restricted access to storage 

areas, and conduct regular spot checks to catch issues before they 

become costly.

Tools and Techniques for Conducting Effective Physical 

Counts
When conducting physical counts, use tools like barcode scanners or 

mobile apps to streamline the process and reduce the chances of human 

error. Ensure that counts are performed by trusted employees and that 

all areas of the restaurant are included in the audit.

Reconciling Discrepancies: Understanding the Root 

Causes
When discrepancies are found, it’s important to investigate the root 

causes. Were items misplaced? Was theft involved? Or were there 

simply errors in data entry? By understanding the reasons for 

discrepancies, you can take corrective actions to prevent them from 

happening again.
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Developing strong relationships with suppliers is key to ensuring 

reliable deliveries and securing better pricing. Communicate 

regularly with your suppliers, providing feedback and addressing 

any issues promptly.

How to Negotiate Terms and Conditions
Negotiating favorable terms with your suppliers can help you 

improve your inventory control efforts. This could involve 

securing better payment terms, negotiating discounts for bulk 

orders, or setting up a more flexible delivery schedule.

Setting Par Levels: Ensuring Consistent Stock 

Without Over-ordering
Setting par levels helps you maintain the right amount of stock 

without over-ordering. Par levels represent the minimum 

amount of each item you need to have on hand to meet demand, 

and automated systems can trigger reordering when inventory 

drops below these levels.

Creating a System for Tracking Lead Times and 

Managing Reorder Points
Tracking lead times—the time it takes for suppliers to fulfill 

orders—ensures that you always have stock when needed. By 

setting reorder points based on lead times, you can avoid 

running out of critical items and ensure a smooth service for 

your customers.



Conclusion: Taking Control of 
Your Restaurant’s Inventory

Inventory control is crucial for 

reducing waste, controlling costs, 

and maximizing profitability in 

your restaurant. By 

implementing strategies like 

FIFO, automating your processes, 

conducting regular audits, and 

building strong supplier 

relationships, you can gain 

greater control over your 

inventory.

To ensure long-term success, 

regularly review and refine your 

inventory control processes. Stay 

proactive, monitor your data, and 

make adjustments as needed to 

improve efficiency and 

profitability. Mastering inventory 

control is an ongoing process, but 

with the right methods in place, 

you can significantly reduce 

waste and increase your bottom 

line.


