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Professional Certificate in Cost Control in Hospitality and Hotel Management (Sri Lanka)

Hospitality Supply Chain Management

Supply Chain management in the hospitality industry refers to the coordinated network of activities that
move goods and services from suppliers to the hotel or restaurant and ultimately to the guest. It
encompasses everything from the initial procurement of raw ingredients to the final delivery of a prepared
meal on a guest's plate. Understanding the specific terminology used in this field is essential for effective
cost control, strategic decision-making, and maintaining service quality.

Procurement is the process of acquiring goods, services, or works from external sources. In a hotel,
procurement may involve purchasing linen, food items, cleaning chemicals, and technology solutions. The
procurement cycle typically starts with a needs assessment, proceeds to a request for quotation (RFQ),
followed by vendor selection, negotiation, and finally the issuance of a purchase order. For example, a
luxury resort may issue an RFQ for high-quality Egyptian cotton sheets, specifying thread count, color, and
delivery schedule. The procurement team evaluates bids based on price, quality, and supplier reliability
before placing an order.

Purchase Order (PO) is a formal document issued by the buyer to the supplier, confirming the details of the
transaction. It includes item description, quantity, unit price, delivery terms, and payment conditions. A PO
acts as a legal contract and provides a reference point for invoicing and inventory receipt. In a hotel kitchen,
a PO for 200 kilograms of fresh salmon would specify the required cut, packaging, and delivery date to align
with the menu schedule.

Vendor Managed Inventory (VMI) is a collaborative arrangement where the supplier monitors and
replenishes the hotel's inventory based on agreed-upon stock levels. VMI reduces the administrative burden
on the hotel and can improve stock turnover. For instance, a beverage distributor may use electronic data
interchange (EDI) to track a hotel’s soda inventory and automatically ship additional cases when the stock
falls below a pre-set threshold.

Lead Time denotes the total time required from placing an order to receiving the goods. Lead time includes
order processing, manufacturing (if applicable), transportation, and customs clearance. Short lead times are
crucial for perishable items such as fresh produce, while longer lead times may be acceptable for
non-perishables like kitchen equipment. Understanding lead time helps managers determine appropriate
safety stock levels and avoid stockouts during peak occupancy periods.

Safety Stock is an extra quantity of inventory held to protect against uncertainties in demand or supply. In a
beach resort during the monsoon season, demand for tropical fruit may fluctuate dramatically. Maintaining
a safety stock of mangoes ensures that the restaurant can continue to offer popular dishes even when
supplier deliveries are delayed.
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Economic Order Quantity (EOQ) is a formula used to calculate the optimal order size that minimizes total
inventory costs, which include holding costs and ordering costs. The EOQ model assumes constant demand
and fixed ordering costs. For a mid-size hotel that uses 500 kilograms of rice per month, the EOQ
calculation can reveal that ordering 2,000-kilogram bags every four months reduces both ordering
frequency and storage expenses.

Inventory Turnover measures how many times inventory is sold and replaced over a specific period, usually
a year. A high turnover indicates efficient inventory management, while a low turnover may signal
over-stocking or slow-moving items. A hotel with an inventory turnover of 12 for its linen stock means the
entire linen stock is refreshed each month, reflecting good utilization and timely laundering cycles.

Days Inventory Outstanding (DIO) is the average number of days that inventory remains on hand before
being used or sold. It is calculated by dividing the average inventory value by the cost of goods sold (COGS)
and multiplying by 365. A DIO of 30 days for a restaurant’s fresh herbs suggests that the herbs are turned
over every month, which is acceptable given their short shelf life.

Stock Keeping Unit (SKU) is a unique identifier for each distinct product, often represented by a barcode or
alphanumeric code. In hospitality, each menu item that requires a specific ingredient may have its own SKU.
For example, a hotel may assign separate SKUs to “organic baby spinach,” “frozen spinach,” and “spinach
puree,” allowing precise tracking of usage and waste.

Barcoding and Radio-Frequency Identification (RFID) are technologies that facilitate rapid and accurate
inventory data capture. Barcoding is widely used for packaged goods such as bottled water, while RFID tags
are increasingly applied to high-value items like hotel furniture and equipment. RFID enables real-time
location tracking, reducing loss and improving asset management.

Just-in-Time (JIT) is a strategy that aims to receive goods exactly when they are needed for production or
service, minimizing inventory holding costs. JIT works well for non-perishable items with reliable suppliers,
but it can be risky for perishable foods if delivery delays occur. A boutique hotel may adopt JIT for its coffee
beans, ordering small, frequent shipments to keep the beans fresh while keeping storage space minimal.

Cold Chain refers to the temperature-controlled supply chain required for perishable products such as
seafood, dairy, and meats. Maintaining the cold chain involves refrigerated transport, insulated storage, and
monitoring equipment. Any break in the cold chain can lead to spoilage and food safety violations. For
example, a hotel's fish supplier must guarantee that the product remains at 0-2 °C from the dock to the
hotel's receiving dock, using temperature data loggers to verify compliance.

Perishable Goods are items with a limited shelf life, including fresh produce, dairy, meat, and baked goods.
Managing perishable goods demands accurate demand forecasting, tight inventory controls, and rapid
turnover. A hotel’s breakfast buffet may feature a daily assortment of fresh fruit; therefore, the kitchen must
closely monitor consumption patterns to adjust orders and prevent waste.
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Waste Management in hospitality involves minimizing food waste, packaging waste, and hazardous waste
such as cleaning chemicals. Strategies include portion control, menu engineering, and donation programs
for surplus food. For instance, a resort may partner with a local charity to donate unsold but safe-to-eat
meals, turning potential waste into a community benefit and enhancing the hotel’s corporate social
responsibility profile.

Portion Control is the practice of standardizing serving sizes to ensure consistency, control food cost, and
reduce waste. It often involves using measuring tools such as ladles, scales, and portioning devices. A
restaurant that serves a steak at 250 grams per plate can predict meat usage more accurately, facilitating
better inventory planning and cost control.

Menu Engineering is the analysis of menu items based on their contribution margin and popularity. Iltems
are categorized into stars, plowhorses, puzzles, and dogs, guiding pricing, promotion, and menu layout
decisions. For example, a dish that generates high profit but low sales (a “puzzle”) may be highlighted with a
chef's special banner to boost visibility and improve overall profitability.

Cost of Goods Sold (COGS) represents the direct costs attributable to the production of goods sold,
primarily raw material costs in a hospitality context. Accurate COGS calculation is essential for determining
menu pricing and profit margins. If a hotel’s pasta dish costs $2.50 in ingredients and is sold for $12, the
gross margin is $9.50, before accounting for labor and overhead.

Labor Cost includes wages, benefits, and taxes associated with staff involved in food preparation, service,
and housekeeping. Labor costs typically constitute a significant portion of total operating expenses. Efficient
scheduling and cross-training can help balance labor costs with demand fluctuations, especially during peak
tourism seasons.

Overhead comprises indirect expenses such as utilities, rent, insurance, and administrative salaries.
Overhead must be allocated appropriately to each department to assess true profitability. A hotel may
allocate a portion of its utility costs to the restaurant based on square footage or energy consumption
meters.

Gross Profit is calculated by subtracting COGS from net sales. Gross profit indicates the profitability of core
operations before deducting labor and overhead. Monitoring gross profit on a per-item basis helps identify
under-performing menu items that may need recipe adjustments or price changes.

Net Profit is the residual profit after all expenses, including labor, overhead, taxes, and depreciation, have
been deducted. Net profit reflects the overall financial health of the hotel. Maintaining a healthy net profit
margin is a key objective of cost-control initiatives.

Break-Even Analysis determines the sales volume at which total revenues equal total costs, resulting in zero
profit. It is a useful tool for assessing the feasibility of new menu items or service offerings. If a new
signature cocktail costs $4 per serving in ingredients and $2 in labor, and the hotel wants a 30 % profit
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margin, the break-even price would be $9.33.

Key Performance Indicator (KPI) is a measurable value that demonstrates how effectively a company is
achieving key objectives. In hospitality supply chain management, common KPIs include inventory turnover,
order fulfillment rate, forecast accuracy, and waste percentage. Regular KPI monitoring enables managers to
identify trends, benchmark performance, and implement corrective actions.

Service Level refers to the percentage of customer demand met without stockouts or delays. A 98 % service
level means that 98 % of orders are fulfilled on time. High service levels are critical in hospitality where guest
satisfaction is directly linked to product availability. Maintaining a high service level may require higher
safety stock, especially for high-turnover items like bottled water.

Stockout occurs when inventory is insufficient to meet demand, leading to lost sales or guest dissatisfaction.
In a hotel, a stockout of premium coffee beans could force the front-office to serve lower-quality
alternatives, negatively impacting guest perception. Preventing stockouts involves accurate demand
forecasting, proper safety stock calculations, and reliable supplier performance.

Shrinkage is the loss of inventory due to theft, damage, or administrative errors. Shrinkage can be
particularly problematic for high-value items such as electronics, linens, and alcohol. Implementing regular
cycle counts, secure storage, and robust internal controls helps mitigate shrinkage.

Reverse Logistics concerns the flow of goods from the hotel back to the supplier or to recycling/disposal
facilities. It includes returns, recalls, and waste handling. A restaurant may return unsold but still usable
packaged sauces to the supplier for credit, reducing waste and recouping costs.

Outsourcing involves contracting external providers to perform functions that were previously handled
in-house. In hospitality, common outsourced services include laundry, waste disposal, and procurement of
specialty items. Outsourcing can lower costs, provide access to specialized expertise, and free up
management focus for core activities.

Third-Party Logistics (3PL) providers offer transportation, warehousing, and distribution services. Engaging a
3PL can improve supply chain efficiency, especially for hotels with multiple locations spread across a region.
A 3PL may consolidate shipments from various suppliers, reduce freight costs, and provide real-time
tracking.

Freight Forwarder is an intermediary that arranges the transportation of goods on behalf of the shipper,
handling documentation, customs clearance, and carrier selection. For a hotel importing specialty cheeses
from Europe, a freight forwarder ensures compliance with import regulations and coordinates timely
delivery.

Incoterms are internationally recognized commercial terms that define the responsibilities of buyers and
sellers regarding delivery, risk, and costs. Common incoterms in hospitality procurement include FOB (Free
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on Board), CIF (Cost, Insurance, and Freight), and DAP (Delivered at Place). Understanding incoterms helps
prevent disputes over who bears freight charges or insurance.

Customs Clearance is the process of obtaining permission from customs authorities to import or export
goods. It involves preparing documentation such as commercial invoices, packing lists, and certificates of
origin. Delays in customs clearance can disrupt the supply chain, especially for perishable items. Hotels
often work with customs brokers to streamline this process.

Tariff is a tax imposed on imported goods. Tariffs affect the landed cost of items and must be factored into
procurement budgeting. For example, a new tariff on certain tropical fruits may increase the cost of
sourcing mangoes, prompting the hotel to explore alternative suppliers or adjust menu pricing.

Duty is a type of tariff levied on specific categories of goods. Duties are calculated as a percentage of the
product’s customs value. Accurate duty estimation is essential for determining the total acquisition cost and
for financial planning.

Exchange Rate Risk arises when purchases are made in foreign currencies, exposing the hotel to fluctuations
in exchange rates. Hedging strategies, such as forward contracts, can lock in exchange rates and protect
against adverse movements. A resort that sources coffee beans from Brazil in U.S. dollars must monitor the
Sri Lankan rupee’s exchange rate to avoid cost overruns.

Currency Hedging involves using financial instruments to offset potential losses from exchange rate
changes. By entering into a forward contract, a hotel can purchase a set amount of foreign currency at a
predetermined rate, ensuring budget stability for imported goods.

Total Cost of Ownership (TCO) includes all costs associated with acquiring, operating, maintaining, and
disposing of an asset over its useful life. TCO analysis helps hotels evaluate whether a lower upfront price
truly offers value when considering maintenance, energy consumption, and disposal costs. For example, a
high-efficiency kitchen hood may have a higher purchase price but lower operating costs, resulting in a
lower TCO.

Life Cycle Assessment (LCA) evaluates the environmental impacts of a product from raw material extraction
through disposal. Hospitality businesses increasingly use LCA to select sustainable suppliers. Choosing
bamboo tableware over plastic can reduce carbon emissions and align with green certification goals.

Green Procurement is the practice of acquiring products and services that have a reduced environmental
impact. This may involve selecting suppliers with eco-certifications, preferring recyclable packaging, or
sourcing locally to lower transportation emissions. A hotel that adopts green procurement may prioritize
organic vegetables, renewable energy contracts, and biodegradable cleaning agents.

Sustainability Reporting involves documenting and communicating a hotel’s environmental and social
performance. Reporting standards such as GRI (Global Reporting Initiative) or ESG (Environmental, Social,
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Governance) frameworks guide disclosure of metrics like carbon footprint, water usage, and waste diversion.
Transparent sustainability reporting can enhance brand reputation and attract eco-conscious travelers.

Carbon Footprint measures the total greenhouse gas emissions associated with a hotel's operations,
including supply chain activities. Reducing the carbon footprint may involve optimizing freight routes,
consolidating shipments, and selecting low-carbon suppliers. A resort that switches to a supplier using
electric delivery trucks can achieve measurable emission reductions.

Circular Economy promotes the reuse, refurbishment, and recycling of products to minimize waste. In
hospitality, this may involve repurposing furniture, donating surplus food, or using refillable amenity
containers. Implementing circular economy principles can lower procurement costs and support
sustainability objectives.

Supplier Relationship Management (SRM) is the systematic approach to managing interactions with
suppliers to maximize value and mitigate risk. SRM activities include performance monitoring, joint
improvement initiatives, and collaborative planning. A hotel may hold quarterly business reviews with its
linen supplier to discuss delivery reliability, quality issues, and cost-saving opportunities.

Supplier Audit is a systematic evaluation of a supplier's processes, quality systems, and compliance with
contractual terms. Audits can be on-site or remote and may cover food safety, labor practices, and
environmental standards. Conducting regular supplier audits helps ensure that the products received meet
the hotel's standards and regulatory requirements.

Supplier Scorecard is a tool that rates suppliers based on criteria such as price, quality, delivery
performance, and innovation. Scorecards provide objective data for supplier selection and development. For
example, a hotel may assign a 9 out of 10 for on-time delivery to a supplier that consistently meets shipping
deadlines, while a lower score for quality may trigger corrective action.

Quiality Assurance (QA) involves systematic processes to ensure that products meet defined standards. In
hospitality, QA covers food safety, product consistency, and service reliability. QA procedures may include
temperature checks for cold storage, visual inspections of incoming goods, and taste testing of prepared
dishes.

Hazard Analysis Critical Control Points (HACCP) is a preventive food safety system that identifies critical
points in the production process where hazards can be controlled. HACCP plans are mandatory for many
hospitality establishments and include monitoring procedures, corrective actions, and documentation.
Implementing HACCP helps prevent foodborne illnesses and protects the hotel’s reputation.

ISO 22000 is an international standard for food safety management systems. Compliance demonstrates that
a hotel has robust procedures for controlling food safety risks throughout the supply chain. Certification can
be a differentiator in competitive markets, especially for health-conscious travelers.
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Regulatory Compliance requires adherence to laws and regulations governing food safety, labor,
environmental protection, and import/export. Failure to comply can result in fines, legal action, and
reputational damage. Hotels must stay informed about local health department codes, labor legislation, and
international trade regulations.

Import/Export Regulations dictate the procedures for moving goods across borders, including licensing,
documentation, and inspection requirements. A hotel importing premium olive oil from Italy must secure an
import license, provide a certificate of origin, and comply with customs valuation rules.

Customs Documentation includes commercial invoices, packing lists, certificates of origin, and sanitary
certificates. Accurate documentation expedites clearance and reduces the risk of detention or penalties.
Mistakes in customs paperwork can delay perishable shipments, leading to waste and guest dissatisfaction.

Freight Cost encompasses transportation charges, fuel surcharges, handling fees, and any ancillary services.
Understanding freight cost structures enables hotels to negotiate better rates and select cost-effective
shipping modes. Air freight is faster but more expensive, while sea freight is slower but cost-efficient for
bulk, non-perishable items.

Consolidation is the practice of combining multiple small shipments into a single larger shipment to achieve
economies of scale. Consolidation reduces freight costs and carbon emissions. A hotel chain with several
properties in the same city may consolidate orders for cleaning supplies into one pallet, lowering per-unit
shipping expenses.

Deconsolidation is the reverse process, where a larger shipment is broken down into smaller deliveries for
distribution to individual locations. Efficient deconsolidation requires proper planning, accurate inventory
data, and well-organized receiving areas.

Cross-Docking involves unloading goods from inbound trucks and loading them directly onto outbound
trucks with minimal storage time. This approach speeds up product flow and reduces handling costs. A
hotel's central distribution center may cross-dock fresh produce from a regional supplier straight to the
kitchens of each property.

Distribution Center (DC) is a dedicated facility for storing, sorting, and dispatching goods to end-users. A
hotel chain may operate a regional DC that serves multiple hotels, centralizing procurement, inventory
control, and logistics functions. The DC can also serve as a hub for reverse logistics, handling returns and
waste disposal.

Demand Forecasting predicts future customer demand based on historical data, market trends, and external
factors such as holidays or events. Accurate forecasting reduces excess inventory and stockouts. Seasonal
resorts may use historical occupancy data and local event calendars to anticipate spikes in demand for
certain menu items.
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Forecast Accuracy measures the deviation between forecasted and actual demand. High forecast accuracy
leads to better inventory planning and cost control. Forecast errors can be expressed as mean absolute
percentage error (MAPE). A hotel achieving a MAPE of 5% for beverage usage demonstrates strong
forecasting capabilities.

Bullwhip Effect describes the amplification of demand variability as it moves upstream in the supply chain.
Small changes in guest consumption can cause larger fluctuations in orders placed with suppliers. To
mitigate the bullwhip effect, hotels can share point-of-sale data with suppliers, implement collaborative
planning, and reduce lead times.

Collaborative Planning, Forecasting, and Replenishment (CPFR) is a joint process where the hotel and its
suppliers share information to improve forecast accuracy and inventory management. CPFR may involve
sharing sales data, upcoming promotions, and inventory levels. Successful CPFR can reduce lead times,
lower safety stock, and improve service levels.

Supply Chain Visibility refers to the ability to track and monitor product movement and inventory levels
across the entire supply chain in real time. Technologies such as RFID, cloud-based dashboards, and loT
sensors enhance visibility. Greater visibility enables proactive decision-making, such as re-routing shipments
when a delay is detected.

Data Analytics applies statistical techniques to transform raw data into actionable insights. In hospitality
supply chain management, analytics can identify cost drivers, detect waste patterns, and optimize order
quantities. For example, a hotel may use regression analysis to understand how weather influences
beverage consumption, adjusting orders accordingly.

Artificial Intelligence (Al) and Machine Learning (ML) can automate demand forecasting, anomaly detection,
and supplier risk assessment. Al-driven algorithms can learn from past purchasing behavior and external
variables to generate more accurate forecasts. Implementing Al tools can reduce manual effort and improve
precision.

Cloud Computing provides scalable platforms for storing and processing supply chain data. Cloud-based
procurement systems enable real-time collaboration between hotels and suppliers, regardless of location. A
cloud-based e-procurement portal allows chefs to submit requisitions directly to approved vendors,
streamlining the approval workflow.

E-procurement is the electronic handling of procurement processes, from requisition to payment.
E-procurement platforms can automate purchase order generation, invoice matching, and spend analysis.
Adoption of e-procurement reduces paperwork, speeds up processing, and improves auditability.

Enterprise Resource Planning (ERP) integrates core business functions, including finance, procurement,
inventory, and human resources, into a single system. ERP provides a unified view of costs, enabling more
accurate cost allocation and budgeting. A hotel’s ERP may link the point-of-sale system with the inventory
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module, automatically updating stock levels when a dish is sold.

Point-of-Sale (POS) systems capture transaction data at the point of purchase. POS data feeds into
inventory and accounting systems, supporting real-time inventory updates and financial reporting. Accurate
POS integration helps prevent “phantom stock” situations where inventory appears available but is actually
depleted.

Purchase Requisition (PR) is an internal request generated by a department to acquire goods or services.
The PR includes details such as item description, quantity, required date, and budget allocation. The
procurement team reviews the PR, validates the need, and proceeds to the sourcing stage.

Request for Quotation (RFQ) is a formal solicitation sent to potential suppliers asking for price proposals for
specified goods or services. RFQs are commonly used for standardized items where price is the primary
selection criterion. A hotel may issue an RFQ for bulk purchases of bottled water, specifying volume,
packaging, and delivery frequency.

Request for Proposal (RFP) solicits comprehensive proposals that include technical solutions, service levels,
and pricing. RFPs are appropriate for complex purchases such as a new property management system or a
full-service laundry contract. The hotel evaluates proposals based on functional fit, cost, and supplier
capability.

Negotiation is the process of reaching mutually acceptable terms with suppliers. Effective negotiation
involves preparation, understanding supplier constraints, and exploring win-win solutions. Negotiation
tactics may include volume discounts, extended payment terms, or joint marketing initiatives.

Bulk Purchasing leverages economies of scale by buying large quantities at reduced unit costs. While bulk
purchasing can lower per-unit price, it may increase holding costs and risk of obsolescence. Hotels must
balance bulk discounts against storage capacity and product shelf life.

Consolidated Purchasing combines the purchasing needs of multiple hotel properties to negotiate better
terms from suppliers. Consolidated purchasing can achieve higher volume discounts, standardized product
specifications, and streamlined supplier management. However, it requires coordinated demand planning
across properties.

Local Sourcing involves procuring goods from nearby suppliers. Benefits include fresher products, reduced
transportation costs, and support for the local economy. A boutique hotel may source herbs from a nearby
farm, ensuring daily freshness and fostering community relationships.

Global Sourcing expands the supplier base beyond domestic borders to obtain specialized or cost-effective
products. Global sourcing can provide access to unique ingredients, such as Japanese wagyu beef, but
introduces complexities like longer lead times, customs procedures, and currency risk.

Supplier Diversity promotes inclusion of suppliers from varied backgrounds, such as women-owned,
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minority-owned, or veteran-owned businesses. Supplier diversity initiatives can enhance corporate social
responsibility and open new market opportunities. Hotels may set targets for a percentage of spend to go
to diverse suppliers.

Ethical Sourcing ensures that products are obtained in a manner that respects labor rights, animal welfare,
and environmental standards. Ethical sourcing is increasingly important to guests who value sustainability. A
hotel may require its seafood suppliers to provide certification from the Marine Stewardship Council (MSC).

Carbon Accounting tracks greenhouse gas emissions associated with procurement, transportation, and
waste. Carbon accounting helps hotels set reduction targets, report progress, and qualify for green
certifications. By measuring emissions from the supply chain, a hotel can identify high-impact areas for
improvement.

Life Cycle Costing (LCC) evaluates the total cost of an asset over its entire life, including acquisition,
operation, maintenance, and disposal. LCC supports decision-making for capital purchases such as kitchen
equipment. Selecting a high-efficiency dishwasher may have higher upfront cost but lower water and
energy expenses, resulting in lower overall cost.

Supply Chain Risk Management identifies, assesses, and mitigates potential disruptions. Risks include
supplier bankruptcy, natural disasters, political instability, and pandemics. Hotels develop contingency
plans, maintain alternative suppliers, and hold strategic safety stock to enhance resilience.

Business Continuity Planning (BCP) outlines procedures to maintain operations during unforeseen events. In
supply chain terms, BCP may involve pre-approved backup suppliers, emergency inventory reserves, and
communication protocols. For example, a hotel's BCP may include a secondary flour supplier in case the
primary vendor is affected by a strike.

Supplier Onboarding is the process of integrating a new supplier into the hotel's procurement system. It
includes collecting documentation, setting up electronic data interchange, and providing training on
ordering procedures. Effective onboarding reduces errors and accelerates the start-up of supply activities.

Performance Metrics such as order fill rate, on-time delivery, and defect rate provide quantitative
assessment of supplier performance. Regular monitoring enables hotels to address issues promptly and
drive continuous improvement. A fill rate of 95% indicates that most orders are fulfilled completely, while a
defect rate of 0.5% reflects high product quality.

Cost Allocation distributes shared expenses across departments or cost centers. Accurate cost allocation is
essential for evaluating profitability of each hotel unit. For example, the cost of a central kitchen's bulk
purchases may be allocated to each property based on usage volume.

Margin Management focuses on maintaining desired profit margins by controlling costs and pricing. In
hospitality, margin management involves monitoring food cost percentages, labor efficiency, and overhead
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allocation. Adjusting menu prices or portion sizes can help preserve margins when supplier costs rise.

Portion Control Tools such as kitchen scales, measuring cups, and portioning spoons ensure consistency and
cost control. Using standardized tools reduces variability, improves guest satisfaction, and provides reliable
data for inventory forecasting.

Menu Engineering Software analyzes sales data to identify high-margin, high-popularity items. The software
can suggest menu redesigns, pricing adjustments, and promotional strategies. By focusing on “star” items,
hotels can increase overall profitability.

Waste Audits systematically assess the volume and type of waste generated. Waste audits help identify
opportunities for reduction, recycling, or donation. A hotel that discovers 30% of its food waste is due to
over-production can adjust portion sizes or implement a “half-price” dinner service to sell excess portions.

Portion Optimization involves adjusting recipe yields to match demand while minimizing waste. Using data
from POS and inventory, chefs can calibrate portion sizes to achieve target food cost percentages.
Optimization may also incorporate guest feedback to ensure satisfaction.

Supplier Collaboration encourages joint problem-solving, product development, and innovation.
Collaborative relationships can lead to new menu concepts, improved packaging, or cost-saving process
improvements. A hotel may work with a cheese supplier to develop a signature cheese platter that
showcases regional varieties.

Strategic Sourcing aligns procurement activities with long-term business objectives. It involves market
analysis, supplier segmentation, and the development of sourcing strategies that balance cost, risk, and
performance. Strategic sourcing may prioritize sustainability, local partnerships, or technology integration.

Contract Management oversees the creation, execution, and analysis of supplier agreements. Effective
contract management ensures compliance with terms, timely renewals, and avoidance of penalties.
Contracts may include clauses for price adjustments, service level agreements, and termination rights.

Service Level Agreement (SLA) defines the expected performance standards between the hotel and its
supplier. SLAs may specify delivery windows, product quality thresholds, and response times for issue
resolution. Monitoring SLA compliance helps maintain reliability and accountability.

Key Supplier is a vendor that provides critical goods or services with a high impact on operations. Key
suppliers often receive greater attention, collaborative planning, and strategic partnership. Maintaining
strong relationships with key suppliers reduces the risk of disruption.

Non-Key Supplier supplies non-critical or easily replaceable items. While management of non-key suppliers
is less intensive, periodic performance reviews ensure that cost and quality standards are met.

Supplier Evaluation assesses potential and existing suppliers based on criteria such as financial stability,
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quality certifications, delivery performance, and innovation capability. Evaluation may involve site visits,
reference checks, and review of audit reports.

Supplier Risk Assessment identifies potential threats to supply continuity, such as geopolitical instability,
natural disasters, or financial distress. Risk assessments inform the development of mitigation strategies,
such as diversifying the supplier base or establishing safety stock.

Procurement Policy outlines the principles, procedures, and authority levels governing purchasing activities.
The policy defines ethical standards, conflict-of-interest rules, and compliance requirements. Adherence to
the procurement policy ensures transparency and accountability.

Cost Control is the systematic monitoring and reduction of expenses without compromising quality. In
hospitality, cost control measures may include renegotiating contracts, optimizing inventory levels, and
implementing energy-saving initiatives.

Variance Analysis compares actual costs against budgeted or standard costs, identifying deviations and their
causes. Positive variances (cost savings) are celebrated, while negative variances trigger investigation and
corrective action.

Budgeting establishes financial targets for procurement, inventory, and operational expenses. Budgets are
typically set annually and reviewed quarterly. Accurate budgeting relies on historical data, market trends,
and strategic objectives.

Forecast Bias occurs when forecasts consistently overestimate or underestimate actual demand. Identifying
bias enables managers to adjust forecasting models and improve accuracy. A consistent over-forecast of
beverage consumption may lead to excess inventory and waste.

Demand Variability reflects the fluctuations in guest consumption patterns due to seasonality, events, or
economic conditions. Managing demand variability requires flexible supply chain processes, such as
adjusting order quantities or leveraging temporary staff.

Seasonal Demand peaks during specific periods, such as holidays or festivals. Hotels must anticipate higher
guest volumes and adjust procurement, staffing, and inventory accordingly. For example, a hotel located
near a ski resort may experience a surge in demand for hot chocolate and comfort foods during winter
months.

Peak Season refers to the time of highest occupancy and revenue. Supply chain planning for peak season
includes securing additional inventory, confirming supplier capacity, and possibly arranging temporary
storage facilities.

Off-Peak Season is characterized by lower occupancy and reduced demand. During off-peak periods, hotels
can negotiate better supplier rates, reduce inventory levels, and conduct maintenance activities. Efficient
off-peak management helps maintain profitability year-round.
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Demand Planning integrates forecasting, inventory management, and production scheduling to align supply
with expected demand. Demand planning tools may incorporate statistical models, market intelligence, and
scenario analysis.

Scenario Planning evaluates the impact of different future conditions, such as a sudden increase in fuel
prices or a supply disruption. Scenario planning helps hotels develop contingency strategies and maintain
resilience.

Logistics encompasses the planning, execution, and control of the movement and storage of goods. In
hospitality, logistics includes inbound transportation of supplies, internal material handling, and outbound
distribution of finished products (e.g., catering deliveries).

Transportation Management System (TMS) is software that optimizes routing, carrier selection, and freight
cost allocation. A TMS can consolidate shipments, reduce empty miles, and provide visibility into
transportation performance.

Freight Optimization seeks to minimize shipping costs while meeting service requirements. Techniques
include mode selection (air, sea, road), load consolidation, and carrier negotiation. Freight optimization can
yield significant savings for hotels with high volume procurement.

Warehouse Management System (WMS) controls warehouse operations, including receiving, put-away,
picking, and shipping. A WMS improves accuracy, reduces labor, and enhances inventory visibility.
Integration with the ERP system enables seamless data flow across the supply chain.

Receiving Process involves inspecting, counting, and recording incoming shipments. Accurate receiving
reduces discrepancies, ensures product quality, and updates inventory records promptly. A robust receiving
process includes temperature checks for perishable items and verification of packaging integrity.

Put-away is the placement of received goods into appropriate storage locations. Efficient put-away
minimizes travel distance for pickers and maximizes space utilization. For perishable items, put-away may
require dedicated refrigerated zones.

Picking is the extraction of items from storage to fulfill internal orders or external deliveries. Picking
methods include batch picking, zone picking, and wave picking. Optimizing picking routes reduces labor
time and improves order fulfillment speed.

Order Fulfillment is the end-to-end process of delivering the correct quantity of goods to the intended
recipient. High order fulfillment rates contribute to guest satisfaction and operational efficiency. Monitoring
fulfillment metrics helps identify bottlenecks and areas for improvement.

Replenishment triggers the restocking of inventory when levels fall below predefined thresholds. Automated
replenishment systems can generate purchase orders or internal transfer requests, reducing manual effort
and preventing stockouts.
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Inventory Audits verify the accuracy of recorded inventory levels through physical counts. Cycle counting,
where a portion of inventory is counted regularly, provides ongoing validation without the disruption of full

physical inventories.

Cycle Counting focuses on high-value or fast-moving items, improving accuracy where it matters most.
Cycle counting schedules can be based on ABC classification, where "A” items receive the most frequent

counts.

ABC Classification categorizes inventory into three groups: “A”
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