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Responding to Coronavirus (COVID- 19) : Restaurants and Food Businesses 

The ongoing spread of the new corona virus and its related disease COVID-19 is a major challenge to our lives and economy. In the upcoming months, 

many sectors are likely to face considerable problems, disruptions and restrictions to business across many dimensions. Over the past weeks, we 

observed the impact that COVID-19 can have on restaurants, hotels and other food businesses. With government restrictions and need for social 

distancing, closures of non-essential businesses and restrictions on restaurant operations, the sales of these entities have drastically depleted. From 

increasing online orders, requests for home deliveries, accepting online/card payments, decline in revenue and profits, we have observed a shift in the 

business models in the food business. 

Especially at times like these, it is mandatory that the management of restaurants have accurate visibility and control over their costs. Restaurants and food 

businesses must obtain accurate visibility of the net profit margins of the items they create and also identify how these items perform (fast moving and 

high revenue making items) for better planning. This document gives an understanding on how to carryout this process and highlights other critical aspects 

that should be considered.

The Current Outlook
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SAMPLE

Restaurants must reach out to their customers directly to keep them updated and inform what the business is up to, despite the unprecedented situation. Some 

leading fast food chains are sharing information not only on their updated menus and prices, but also on how to be safe during the virus outbreak through mediums 

such as social media and SMSs. 

Restaurants must provide the assurance to their customers that, all the important steps have been taken to adhere to high-frequency handwashing, improved 

sanitization, extra cleaning policies and other health and safety measures. 

The restaurants should know their costs more than ever before. This should not be limited to the overall Profit/ Loss and the Balance Sheet, but at a much more 

granular level which would facilitate easier and faster decision making. KPMG highlights the below elements as some of the key cost details that the restaurant 

business should be equipped with:

Having a Master Recipe with details on all ingredients that go into a recipe with the exact amounts required, will help to calculate the raw material cost of the 

recipes. The identified preparation times spent on peeling, cutting, cooking, by the chef and the team is very important to apportion other direct costs such as 

wages, electricity, gas, etc. 

Name
Category/ 

Brand
Ingredient Type Suppliers MOQ

Yielded 
Quantity

UOM
Ave. Cost 
per MOQ

Max. Cost 
per MOQ

(LKR)

Yielded Cost 
per UOM

(LKR)

Red Radish Vegetable Red Radish Vegetable Supplier A 1KG 1,000 Gram 329.18 477.31 0.33 

Chicken Brand A Chicken Thigh (S/L 
B/L)

Main items Supplier B 1KG 625 Gram 807.03 1,170.20 1.29 

Red Rice Brand A Red Basmathi Rice Main items Supplier B 1KG 2,480 Gram 258.64 375.03 0.10 

Corn Flour Brand B Corn Flour Main items Supplier B 1KG 1,000 Gram 235.17 341.00 0.24 

Reaching Out to Your Customers

Know Your Costs

1. Having Updated Purchasing Details and Raw Material Related Costs

Update your item master with different 

suppliers, the quantities and the prices for 

which the items have been purchased over 

time. It is also important that restaurants 

capture the yields of these individual items as 

shown in Table A. This helps to understand 

the average cost of your raw materials which 

will be useful for menu/ item costing, bulk 

purchase decision making, preferred supplier 

decisions and during negotiations. Table A: Sample purchasing and cost details

2. Master Recipe Details on Ingredients and Preparation Times
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SAMPLE

SAMPLE

Using the preparation times for each of the items, the costs 

such as salaries, electricity and gas can be apportioned as 

shown in Table B. 

To apportion indirect costs such as rent, finance expenses, 

promotional expenses and other, the sales volume of the 

items together with the raw material costs will be considered 

as the cost driver to apportion these costs. 

The objective of the above method is to apportion the costs 

based on the actual cost drivers to get a much more accurate 

cost figure for each item. 

KPMG proposes for businesses to identify the products 

which contribute to the highest sales volumes (A), products 

which are fast moving or high frequency items (F) and the 

products which have generated the highest revenue (X). 

Using the Pareto principle (80/20 rule) this analysis can be 

carried out. In order to get the most accurate breakdown of 

the items, certain statistical tools and methods can be used. 

Category

Main Item 

preparation 

time (Mins)

Ingredients 

cooking/ 

preparation 

time (Mins)

Total 

Recipe 

Preparation 

Time 

(Mins)

Sales 

Quantity

Total 

Recipe 

Preparation 

Time (2019 

FY)

Percentage 

out of total 

time %

Salary Electricity Gas

Main 12 5 17 1,442 2,595,150 32%

(Total salary 

expenses for 

2019 FY) x  % 

of total 

preparation 

time

(Total electricity 

expenses for 

2019 FY) x  % of 

total preparation 

time

(Total Gas 

expenses for 

2019 FY) x  % 

of total 

preparation 

time

Main 12 5 17 1,325 2,384,910 29%

Appetizer 8 5 13 1,233 2,219,346 27%

Dessert 4 4 8 308 554,508 7%

Drink 5 3 8 200 360,036 4%

Product 

Code

Quantity 

Sold

No. of Billed 

Times

Revenue 

Generated

(LKR)

% Quantity 

Sold

% No of Billed 

Times

% of 

Revenue 

Generated

Category Margin

PROD0012 2,500.00 150 1,125,000 32% 20% 36%AFX 14%

PROD0013 2,000.00 140 800,000 26% 18% 26%AFX 9%

PROD0014 1,500.00 120 450,000 19% 16% 14%AFX 5%

PROD0017 600 100 120,000 8% 13% 4%BFY -3%

PROD0018 500 90 100,000 6% 12% 3%BFZ -4%

PROD0020 300 80 225,000 4% 11% 7%CMZ 8%

PROD0021 200 50 160,000 3% 7% 5%CSZ -11%

PROD0022 100 20 70,000 1% 3% 2%CSZ 3%

PROD0023 80 10 72,000 1% 1% 2%CSZ 2%

Total 7,780.00 760 3,122,000 100% 100% 100%

Using table C, the management can take clear decisions on:

• The items that could bring more sales and revenue, that 

could be included in the menu and the items that could 

affect the bottom line.

• The critical items that could be produced in bulk and the 

critical raw materials that could be purchased in bulk.

High VolumeA

Medium VolumeB

Low VolumeC

Fast MovingF

Medium MovingM

Slow MovingS

High Revenue GeneratingX

Medium Revenue Generating

Low Revenue GeneratingZ

Y

Obtaining Insights Through Sales Data

3. Apportionment of Costs

Table B: Sample cost apportionment work sheet

Table C: Sample product performance

In order to arrive at the accuracy of the derived item costs, multiply each of the item costs with the annual sales and obtain a total cost. Then, compare that figure 

with the actual P&L cost details and calculate the variance. 
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Managing The Staff

A major cost component of restaurants is the staff cost. It is important that the management take measures to optimize the staff and improve their utilization. 

Once the exact items to be produced are identified, the management can take a decision on how to effectively utilize the staff to carryout the operations, such as, 

which kitchen stations (salad, bakery, juice, etc.) to be opened and which ones to be run on a shift/hourly basis in order to reduce costs and optimize staff 

utilization. 

Targeted Marketing Campaigns and Customer Incentives

All marketing campaigns to be carried out must ideally attract more customers and increase the revenue per customer. Using your POS 

sales data to target the customers under the loyalty/rewards program will be a great method to initiate customer targeting. For example, a 

10 – 15% reduction on the total the bill, 40 – 50%  discounts on the appetizer or dessert purchased with the main meal may help to bring in 

more revenue. Using much deeper statistical analysis methods, a better approach to discounts can be created to reap higher benefits.

Another technique which has proven results is, giving vouchers and gift cards. Restaurants globally, allow customers to claim gift 

vouchers, online through their websites, social media pages, which can be redeemed when purchasing items from their restaurant. This 

helps to motivate customers to buy goods from this particular restaurant. By having a clear visibility of the costs and margins of the items, 

it shall be easy to develop an effective and a beneficial discount scheme for both the customer and the restaurant.  

How KPMG Can Help You?

The insights provided in this document are gained through the knowledge that we have built through the extensive work carried out with our clients, in - depth 

research carried out and using our very own expertise on the trade. We believe during unprecedented times like these, we as a community should work cordially 

and much more engagingly to over come these tough times. Therefore in order to obtain a much better understanding on how to over come the problems faced 

by your business and to make your operations perform better, please reach out to us. Our team can critically look into your current financial and sales data and 

help to provide valuable information such as accurate items costing and margins of the overall entity and other insights on item performance using advanced 

statistical analysis. For any further clarifications on the information provided in this report, do not hesitate to reach out to our team.
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