Send Orders for Reprints to reprints@benthamscience.ae

1618 The Open Cybernetics & Systemics Journal, 2015, 9, 1618-1622

Research on the Cost Control with Hotel Operation System Based on Cost

Management Theory

Guo Zhiying'*"

'Shanghai University of Finance and Economics, Shanghai, China; *School of Economics & Management, Shanghai

Maritime University, Shanghai, China

Abstract: The important task in hotel management is to control the food cost and provide good service. The cost and the
expenses in the hotel cover a wide range, concern many fields, and also face the challenge from many unpredictable fac-
tors. In this paper, a new method is developed as to the control difficulties in the costs control of food, and with the help
of personal experience. Through impartial analysis of the food cost rate in test time, the food cost rate can be control in
the target by find and solve the problems in cost control work with careful observation, timely improvements. Some ad-
vices are provided to the managers. Under these advices, cost control would be effective, and the hotel profits increase

smoothly.
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1. INTRODUCTION

Food is god to the people, China in high-speed develop-
ment, the dining industry develops of growth power the head
is sturdy. In recent years, China's consumer food service
market has increased significantly because of the China's
economic growth [1]. Restaurant industry is developing rap-
idly because of the broad market potential, as well as the
food and restaurant industry has low barriers to entry, and
flexible business model, industry advantages of higher
yields.

In 2003 dining industry retail sum is 500, 000,000, 000
dollars [2], 2006 already more than 1,according to Chinese
cooking association estimate, attain 3 dollars till 2012, the
dining industry has become to the society economy and soci-
ety develop the profession of producing the important influ-
ence [3, 4]. Follow of be in great quantities schedule to and
settle accounts an information will make the unbearable
heavy burden of staff member of dining industry, and the
ineluctability will appear this or mistake like that.

However, our country's high-end food industry has been
stroked seriously because of the slowdown of the economic
growth in China, raw material prices, labor costs, rents and
other operating costs rise and the central government con-
tained the luxury consumption and so on. Hotel industry has
not been spared [5]. And its development faces too many
new obstacles. Its sales revenue, gross margin and net
growth levels had significantly lower interest rates. To
steady and healthy development of enterprises, and improve
the comprehensive competitiveness of enterprises, hotel in-
dustry urgently need to improve its cost control [6].
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Due to the limited level of management, there exist some
draw backs in the understanding of cost management and
control system. Under the situation of globalization, the cur-
rent cost control system needs to be improved for more com-
petitive advantage [7].

At Present, there is just a petty profit in hotel industry. In
order to pursue competitive advantage and bigger develop-
ment space in the narrow market space, the enterprise must
reduce the cost and expenses by applying strategic manage-
ment means [8]. The profit of the enterprise depends mainly
on the managing cost and the expenses control. Hence, it is
indispensable for the enterprise to efficiently control the
managing cost and the expenses in order to succeed in man-
agement.

2. COST-ACCOUNTING METHODS
2.1. Food Cost Rate

Daily cost management in hotels is to determine the rea-
sonableness of the cost of catering based on the food cost
rate [9]. Food cost rate is an important parameter for food
service enterprises.

C=s,+m, —m —S (1)
C is the food cost; S, is the food stocks of the first day in

this mouth. m, is the material get from storeroom this

mouth. M is the material transferred out. S, is food stocks

of the last day of the mouth.
r.=c/1i, 2

C

T, is the food cost rate. 1 is the operating income of the
day.
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2.2. Food Cost Rate in the Month

According to the construction of sale income, food cost
rate is divided to six types: dish, wine, drink, tea, cigarette,
others. Calculate the actual food rate of each type in this
month.
r.o=c, /1, 3)

m

T, is the food cost rate in the month. C_ is the sale cost.

1, is the sale income.

2.3. Formulate the Standard of Food Cost Rate

In data statistics, it shows that the food cost rate is be-
tween 35% and 40% in four-star hotel, between 40% and
45% in three-star hotel [10]. The more stars of the hotel, the
lower food cost rate. To formulate the standard of food cost
rate is important to measure actual cost in the hotel. The
management should determine the standard of food cost rate
in line with average food cost rate in hotel industry and his-
tory food cost rate of the hotel. And then the standard should
be release to other department as assessment indicators in
budgeting.

2.4. Analyze Food Cost Rate in the Mouth

In the last day of the mouth, actual food cost rate should
be reported to the managers by finance department. The chef
leader and accountant charging cost analyze the result of
actual food cost rate, compared with food cost rate in budg-
eting. If there is a huge difference, the managers should
search the reason in the kitchen and storehouse, and solve
the problems. Meanwhile they should report these problems
and solutions in budget analysis to leader. Through the lead-
ers, the director of hotel is advised to solve the abnormal and
inefficient problems in business process, and to strength
management of food cost.

2.5. Compare the Actual Food Cost Rate with Standard
Food Cost Rate

Standard cost of hotel is a ruler to account the food cost.
Comparing the actual food cost with standard cost, we can
solve the problems that find in the report, and control the
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cost of hotel. Because of large computation in comparing the
actual food cost with standard cost, so a new method is pro-
posed. The actual food cost rate in a period is chosen to for-
mulate the standard of food cost rate. Then, comparing the
actual food cost with the standard cost of this period which
called test time standard cost, the differences of food costs
are analyzed.

The test time standard cost is shown as following:

n
S
— i=1
n
S
i=1

C, is the food cost. 1 is a kind of food. S; is the sale of

Ce

“4)

foodi. p; is the price of food i.

n
Yea
i=1

c, = =2=—— (5)

d = n
S
i

i=1

C4 1s the cost of dishes. C; is the food cost of the food

in the dish. a, is the amount of the food in the dish.

re, = &=L— (6)

rc, is the cost rate of dishes. C,; is the cost of dishes
S is the sale of the dishes.

3. COST-ACCOUNTING ANALYSIS AND RESULTS
IN A HOTEL
3.1. Comprehensive Cost Analysis

In the control of actual hotel cost, the data of income and
cost in the January to April of 2013 is added and refined to-
tally. It is shown in Tables 1-4.

Table 1. Cost category of January.
Income Cost Cost Rate

Dish 127437.24 51572.40 40.47%

Wine 69203.23 35822.50 51.76%

Drink 1934.50 1024.90 52.98%

Tea 7003.08 2034.65 29.05%

Cigatette 14872.33 12498.50 84.04%

Other 7521.15 1039.45 13.82%

Total 227971.5 103992.4 45.62%
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Table2. Cost category of February.
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Income Cost Cost Rate
Dish 966158.56 432012.85 44.71%
Wine 140450.32 45487.80 32.39%
Drink 2114.96 1634.20 77.27%
Tea 7093.32 1542.35 21.74%
Cigatette 11577.59 11239.80 97.08%
Other 6006.20 2809.20 46.77%
Total 1133400.95 494726.2 43.65%
Table3. Cost category of March.
Income Cost Cost Rate
Dish 636723.22 307903.58 48.36%
Wine 43982.96 22376.50 50.88%
Drink 1333.58 1033.55 77.50%
Tea 7234.45 1368.89 18.92%
Cigatette 10283.23 9831.57 95.61%
Other 6492.55 2466.60 37.99%
Total 764539.99 344980.69 45.12%
Table4. Cost category of April.
Income Cost Cost Rate
Dish 611587.65 289401.81 47.32%
Wine 40541.53.96 15736.20 38.81%
Drink 845.35.84 737.21 87.12%
Tea 7621.56 1344.41 17.64%
Cigatette 12276.37 8345.53 67.98%
Other 5429.41 1645.30 30.30%
Total 678303.67 317210.46 46.77%

First, we analyze the comsuming and sale of products
which can be used afer easy machining.

It is not so complicated of the hotel cost control. Through
good method, we can get the point of. There are many prob-
lems that caused by low quality of staff and bad managmet,
after analysis of Table. So, the management of storeroom
and kitchen should be strengthened.

Second, analysis of actual cost rate, standard cost rate,
budgeting cost rate.

The average price of each materials in June is chosen. By
the new method, the standard cost database is set. And get-
ting the sale data, we analyze the price and sale income of
each dish. After list the sale income and sale amount, the
food cost data of test time is gotten.

According to classification of the food cost data, we get
the report of food cost. In the next analysis, the dishes and
materials are divided in to these types: pork, beef, lamb,
chicken, duck, fish, shrimp, geese, dog, vegetable, rice, soup.
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TableS. Analysis table of standard food cost.
tandard t
Sale S aznz:z n(;os Standard Cost Rate Actual Cost Rate Budgeting Cost Rate
u
Pork 54874.14 29501.26 53.76%
Beef 23457.18 15004.57 63.97%
Lamb 36249.30 17261.88 47.62%
Chicken 22398.50 13595.40 60.70%
Duck 6690.30 2971.33 44.41%
Fish 26271.75 10328.99 39.32%
Shrimp 13666.60 7122.46 52.12%
Geese 120.00 66.00 55.00%
Vegetable 45993.20 15600.95 33.92%
Rice 3960.40 2091.38 52.81%
Soup 3280.60 808.22 24.64%
Total 236962 114352.4 48.26% 46.12% 44%
70% 1
60%
50% -
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—+— Actual food cost rate —%— Budgeting food cost rate

Fig. (1). The rate of categories food costs comparision chart.

The standard food cost is not so accurate, which influ-
ence the judgment of sales. The price of dishes is not good,
because it is not connected with material price strongly. The
gross margin on each dishes needs to measure further with
more data. The grade of three levels of the dinner should be
widened, with accurate location. These problems show in
Table 5.

As the standard of star hotel, the food cost rate is be-
tween 30%-40%. But the food coat rate in this hotel is much
higher because of improper cost control, shown in Fig. (1).

Gathering the dishes sale in one day, sale cost of each
dish is calculated.

In the difference analysis, 53% is out of budgeting, only
47% in control. And it is major in pork, beef, lamb, chicken,
with big sales, shown in Fig. (2).

Standard food cost rate

Problems are found in the differences analysis:

1. Much more materials are accumulated in kitchen in-
stead of storeroom.

2. The component of dishes are out control, wasting in
producing.

3. There are errors in procurement and acceptance.

4. The prices of materials are changing fast.

5. in the dishes of good sale, the profit is not high
enough, and the unpopular dishes need change.
3.2. Food Cost Control

So some advice can be provided through this new analy-
sis method of food cost in hotel, according to the result.
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a: Comparison chart of Food cost rate

Fig. (2). Food cost rate and sales structure analysis.

First, subtotal the cost of dishes every 2 weeks. Report
the cost control in the meeting.

Second, check the stock, returns of storeroom at the end
of month. Analyze month cost report.

Third, looking for reasons of these question: what is the un-
popular dish and why; how to add the profit of popular dishes.

Forth, the use of information technology tools and im-
prove management efficiency and effectiveness.

Fifth, the internal audit needs to play an important role of
cost control.

CONCLUSION

The important task in hotel management is to control the
food cost and provide good service. In this paper, a new
method is developed for food cost control of the hotel.
Through impartial analysis of the data in the method, the
food cost rate can be control in the target by find and solve
the problems in cost control work with careful observation,
timely improvements. In effective cost control, the hotel
profits increase smoothly, and the operating is better and better.
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