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OPERATIONAL CONTROLLING IN THE HOTEL AND CATERING INDUSTRY
Applying the total quality management model with a view to promptly eliminating unlawful effects in operations 
SUMMARY
The topic to which I seek to draw the attention of the professional public is quite delicate, perhaps even controversial, since it points to occurrences in operations which have not been sufficiently investigated. This paper is an attempt to investigate some phenomena that occur in the operations of hotel and catering facilities, which are caused by unscrupulous staff.
The employer or owner of the facility may suffer great losses in terms of turnover and quality of service. If we also consider today’s business circumstances in a period of recession, and the Act on Restricting the Use of Tobacco Products (OG 125/08), this is probably the most frequent way towards business failure. The unlawful conduct of staff in this profession is fairly frequent, and these occurrences deplete significant funds without the owner’s or employer’s knowledge. They are usually the result of the employer’s ignorance of operational controlling methods. The individual is at the centre of any business process, and the staff are the mirror of the hotel and catering facility. 
It is also necessary to investigate the causes of this phenomenon that appears to significantly deplete funds and which bypasses the cash register. 
How far can this be “justified” by the social picture of society, and to what extent does this represent illegal and immoral conduct towards the employer who regularly pays the salaries? To what extent is it known and accepted that individuals conduct “their own business” during working hours, and still, on top of this, regularly receive their salaries?
What exactly are the costs of wrong investment in a business that is a complete novelty for the investor, and what too are the costs of a lack of knowledge of the business processes in the particular profession, or a lack of any experience whatsoever?
In today’s market economy, competition within a profession is fierce. Gone are the days when there was no serious competition; now, only the fittest can survive. A lack of business knowledge by the employer gives some individuals the opportunity to illegally double their earnings by receiving a regular salary, and illicitly “supplementing it” at the workplace. Answers to these and similar questions are certainly interesting for the profession today, and also for potential future investors and entrepreneurs. It should be particularly highlighted here that my intention is not to generalise and to smear the majority of honest and professional staff who diligently do their job. On the contrary, raising this topic should help remove distortions for the benefit of operators, and for staff who do their job well and honestly.
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THE MOST FREQUENT PROBLEMS FACED BY OWNERS OF HOTEL AND CATERING FACILITIES IN OPERATIONS INVOLVING FOOD AND BEVERAGES
The abuse that owners of facilities very often face may appear banal at first sight, and can only be detected by a professional and by an expert in his/her field. “From the outside” everything appears normal: guests arrive and are catered for, rules are followed when charging and issuing receipts, but “small” irregularities that escape the eye of an inexperienced operator still occur. There is a folk saying that goes: “there is plenty of work, but turnover is falling”. An expert would say that “sophisticated and skilful illegal fraud against the owner of the facility is undertaken by staff who regularly receive their salary!

In conditions where business units are dislocated, the problem of performing high quality supervision and control of operations is much more demanding. The absence of the operator or a responsible person creates a number of opportunities that can give the impression that “everything is legal”, but due to some other phenomena, there is a fall in turnover. Therefore, it is important to monitor the trends of consumption of individual products, in financial and material terms. A professional employed by the operator of the facility, providing that this person honestly performs the job for which he or she is paid, must know how to monitor operations and be accountable. 
We should not indiscriminately accept the staff’s explanation that “there is no custom”, but should precisely know the causes of the fall in turnover. The largest problems arise in facilities which have a large number of staff, because it can happen that, lacking quality control, organised manipulation occurs between the production-thermal processing unit and the serving unit, or that food is sold and charged for but is not recorded in the cash register, thus enabling unscrupulous staff to pocket the money. Naturally, the very moment when due stocktaking is performed in the kitchen, we conclude that everything appears correct on paper, but the provisions are actually not there. 
In such circumstances, there is the problem of proving who is responsible, because a number of persons are involved. The lack of TQM and controlling that depends on a surprise factor enables some staff to behave irresponsibly.  
The model of pilfering food items for home use is also adopted, although to a smaller extent. Consumers can also be short-changed on quantity, especially in the operation of facilities that are not privately owned. Higher-quality inventory is frequently stolen in the hotel business because the debiting of inventory is not clearly defined. In any serious business, even if we are dealing with the smallest catering outlet, there must be a plan drawn up on the basis of the average daily or monthly turnover. Any diversion from the set plan should be seen as a “warning sign”. According to professional experience, operations based on trust, lacking strict control, can only work for a family business.

EXAMPLE OF AN ITEM THAT BEARS THE HIGHEST RISK FOR ILLICIT ACTIONS
According to our experience to date, and based on analyses conducted in catering operations, the item that is most often manipulated by staff is coffee. Why is coffee one the most popular items?
There is a very simple explanation for this phenomenon:
· coffee is a high-profit item;
· coffee accounts for the largest part of a catering facility’s turnover;
· 1 kilo of coffee takes up little space and can be easily “smuggled” into the business premises with personal belongings; 
· it has no packaging;
· it is difficult to detect because it is brought into the store together with legally purchased coffee. 
                                                                                                                                        Projection of potential malpractice in circumstances of insufficient operational controlling:

According to professional standards, one kilo of coffee makes 140 cups of espresso. 
This means that 7g of coffee is used for one cup. 
The average price of a cup of espresso in catering facilities is HRK 6. 

The purchasing price of coffee for espresso machines on the market is about HRK 115. 

If the catering facility sells one kilo of coffee (140 cups), the operator should earn HRK 840.
The difference between the purchasing price of coffee and its sales price is HRK 725 Catering facilities that do sound business can sell 2.5 kg of coffee per day.
Let us now imagine the following scenario: an unscrupulous member of staff, taking advantage of the lack of sound controlling, buys from an outlet 0.5 kilos of coffee, which provides 70 cups of coffee, and secretly brings it to work. This will automatically reduce the quantity of legally sold coffee by 0.5 kilos. Therefore, the turnover of the facility in question will be reduced by HRK 420, which the dishonest member of staff puts in his/her pocket! 
In the case of a “well-tuned” team, the same scenario will happen in the second shift, so that the difference in turnover is kept equal between shifts, which will then amount to a loss of HRK 840 for the operator.
Naturally, the irresponsible members of staff will probably not buy top quality coffee, and will thus incur additional damage to the operator’s reputation by reducing the quality of service. This doubles the damage. 

If the amount of HRK 840 is multiplied by the number of working days within a month (for example, by 26), then the operator will lose HRK 21,840 per month, and this is a substantial amount. It is also the operator’s obligation to pay a regular salary, which means that this kind of scenario might lead to the operator’s bankruptcy. Indeed, a large number of operators have actually gone out of business on account of such foul play.
Ignorance is the worst investment
An operator who is not aware of business processes, who thinks that everything is in order, and who does not have a loyal professional to control this process, will probably suffer from the fact that part of the money in his operation does not go through the cash register.
WHAT METHODS OF ABUSE ARE MOST FREQUENTLY USED?
Introducing products (in our case, coffee) illegally into the store area of the sales outlet is only the first step.
This will reduce the sale of coffee from the facility’s stores.
Cups of coffee are served and consumption is charged without issuing a receipt in proportion to the quantity of coffee that was illegally brought in. This money, which is not legally recorded, is taken out of the till and put into individual pockets. And this completes the job.
The stock of goods stored at the sales outlet matches the quantity of sold items through issued receipts. The relation between receipts issued – charged items of consumption – is aligned with the cash found in the till. Therefore, it appears that nothing untoward has really happened. 
The facility operator has no oversight and is convinced that everything is done according to regulations!

This model can easily be applied to all items that can easily be bought (tea, warm drinks, etc.) and that are served in a catering facility. 
HOW TO IDENTIFY, DETECT AND ELIMINATE SUCH PRACTICE
In any business, there has always been some sort of control and specification process (a kind of standard) through which, on behalf of the operator (chief, pharaoh, king, entrepreneur, etc.) an inspector would control, approve or reject an offered product or service.

When consistently and appropriately applied, professional operational controlling methods may certainly identify and remove all types of potential irregularities in operations.
The essentials preconditions for this are morality and professionalism, especially exerted by management staff, leaders and managers. They must also possess knowledge of all business processes and of applying TQM rules, and especially keeping up-to-date and thorough internal documentation on business performance. 
It is also important to know the standards that are applied to food and beverages, technological preparation processes and “production” in the thermal-processing unit, legal regulations and rules laid down by sanitary and hygiene regulations.
Finally, these professionals should understand and use IT software which guides and tracks food items from when they enter the storage unit to the moment they are charged for, or the moment the product is sold to the guest–consumer, by tracking issued receipts.
METHODS AND RULES OF CONTROLLING
Introducing IT in operations is an essential part of controlling. There are very good quality programs available today that can facilitate the monitoring of business plans in every aspect. Responsible persons must be trained to use available data for the purpose of controlling. 
It is important to employ a responsible person as business manager to take responsibility for implementing the business plan. The business manager should focus his or her attention on:
· conducting day-end checks of the daily trade and consumption of food and beverages by keeping a “trade and day-end status” register for each shift; 
· checking the condition of items and goods in stock;
· controlling the due issuing of receipts to consumers, stating the time when the receipt was issued to the guest. This method prevents the issuing of receipts that have already been in circulation;
· checking the display on coffee machines – the number of cups of coffee displayed must match the quantity of consumed coffee and the status in the store. 
For example: 333 cups of coffee multiplied by the standard of 7g of coffee means that 2.331 kilos of coffee have been consumed. If we establish by stocktaking that this is not in line with the quantity of coffee at the sales point, this is a sign that something illicit is going on.
· conducting random checks of goods in stock
· checking the cash in the till against the consumption of food and beverages (allowed deviations are set out in law); 
· spot checks are efficient because they are unannounced and may be focused only on risk products; 

· monitoring trade in general or observing only specific items within a set time interval;
· checking standards is very important, because short-changing consumers in terms of standards reduces the quality of the offer;
· engaging expert unannounced external controls performed by unknown controllers;
· the consumer – controller method that is often used in Western countries.  

Experienced controllers can efficiently suppress illegal activities in operations by applying the above methods. It is also important to mention that accompanying documentation must be diligently kept and should bear the signatures of the persons working in the relevant shift. 
In proceedings where the responsibility of the staff must be proven, cases are often lost because the accompanying documentation on daily operations is useless.
HOW TO PROSECUTE THOSE RESPONSIBLE FOR SUCH CONDUCT 
According to the law, the tasks and responsibilities of individuals for each job must be described in detail in the employment contract. Any control at work must be in the form of a commission, and records of this have to be kept, which are signed by the controllers and by the responsible person for that particular job. It is also necessary to precisely record the documentation according to the time it was drafted, materially and financially, as well as all the detected irregularities and omissions on the job. Clearly, this relates to a criminal offence that is difficult to legally detect and prove. If an omission is made during court proceedings, the operator or employer risks incurring high costs. Sometimes “entrepreneurial” staff may collect large compensation for libel and mobbing through a counterclaim, and then the operator also has to pay all the costs of the proceedings.
ESSENTIAL PREVENTIVE MEASURES
Due and detailed accompanying documentation on operations reduces the opportunities for abuse and sends staff the message that everything is being checked. The management staff must be loyal and trustworthy. Their own experience will guide their supervision towards prevention and efficiency. 
Staff can also be sent a message stressing the danger of losing their job, but at the same time one should also know how to selflessly reward high quality and professional staff. It is better to forgive a young and promising worker if we recognise his or her quality for future business, than to lose time and money in endless court proceedings.
EXAMPLE OF A QUESTIONNAIRE 
U  T I  L  U  S

BUSINESS SCHOOL 

for hotel and tourism management
Zagreb, July 2009

QUESTIONNAIRE – METHOD: interview
1. Form and type of hotel and catering facility: ______________________________________________
2. Job title of the interviewee: ______________________________________________
3. Type of service and range of products: ______________________________________________

4. On which items do you achieve the largest part of your daily turnover? ______________________________________________
5. Are you happy with your staff’s professionalism? ______________________________________________
6. How good is the quality of supply of professional staff in the Croatian labour market ______________________________________________
7. Have you had any instances of illegal activity by your staff in the last 3 years?
______________________________________________
8. What form of infringement of the employment contract is the most frequent in such cases?
a) Cheating consumers on the receipt for what they have consumed
b) Short-changing consumers on standards 

c) Staff bringing in and selling their own items in the operator’s premises
d) Pilfering food items and inventory
e) There have been no such occurrences
9. Which of the items you provide are most frequently manipulated by the staff?

a) Meat
b) Cured meat products
c) Fish
d) Coffee                                                                                                                        

e) Teas                                                                                                                        
f) Spirits
10. How often do you replace staff?       

______________________________________________
RESULTS OF THE CONDUCTED SURVEY
(conducted on a survey of 50 economic operators)
Question: Are you happy with your staff’s professionalism?
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Question: How good is the quality of supply of professional staff in the Croatian labour market?
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Question: Have you had any instances of illegal activity by your staff in the last 3 years?
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Question: What is the most frequent form of illegal conduct by your staff?
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11. Question: Which of the items you provide are most frequently manipulated by the staff?
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Question: How often do you replace your staff?
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CONCLUSION
From this survey, conducted on a relatively small sample, we can conclude that there are some distortions or negative trends in the profession, and we can seek the causes in the following factors:
a) a poor secondary-school education system for the particular occupation;
b) insufficient training of professional staff, especially of management staff;
c) the business is insufficiently equipped with IT; 
d) a poor supply of professionals, as a direct consequence of the current situation in the education system 
The survey was conducted in small catering facilities such as restaurants with a café bar. The structure of respondents: mainly owners and managers of the facility.
The greatest part of turnover is realised on food items.
The high occurrence of manipulation and illegal operations by the staff cannot be justified by the poor social situation of the workers. The lack of quality staff lowers the quality of service, and the staff should be and actually is the reflection of our tourism offer. Society must find means and models to stop such negative trends. 
The presented indicators lead to the conclusion that the damage is considerable in every aspect:
· fewer funds from turnover tax in the state treasury;
· dissatisfaction of the owner whose turnover is illegally reduced, but who is unaware of it through ignorance;
· a poor image of our tourism offer.
TQM is a complex concept whose practical application means operational management, which describes the “process of coordination and effective use of human and material resources to achieve particular goals”.

We must find a solution in vocational institutions that offer good-quality professional training by using the model of lifelong learning and development.
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