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Your passion for accounting and financial reporting
is probably not why you went into the restaurant
business. Managing the numbers is not as fun as

cooking and creating new dishes, talking with guests, or
working within the quick and dynamic pace of our excit-
ing industry where every day is different. It is most likely
not what attracted you to our industry; however, skills in
these areas are crucial to keeping you in business, so their
importance cannot be overlooked. Without accurate,
timely information about the financial state of your busi-
ness, you cannot make sound business decisions. In fact,
without collecting ongoing information about your busi-
ness and finances, you may not have the opportunity to
correct a problem that could have been fixed, until it is too
late to recover. Keeping track of things like purchases,

cash balances, paid-outs and bank transactions should be
an obvious part of your daily and weekly routine; after all,
we’re talking about your money. 

From an analytical point of view, the best way to think
about accounting and reporting is like driving a car. You
look at the gauges on the dashboard to determine how
you are doing and adjust from what you see depending on
how fast you want to go, how far, how much fuel you
have. In your car you have warning lights that go off in
advance of an emergency so you can take care of a prob-
lem before it occurs. Accounting and reporting functions
serve as a road map to help you get where you want to
go. There are far too many operators who end up closing
their doors because they did not identify a problem before
it was too late. 

In-House, Outsource, 
or Combination of Both 
Determining the Best Way to Manage 
Your Startup’s Accounting Function
BY EMILY DURHAM
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Accounting Requires 
a Significant Time
Commitment

From a practical standpoint, the time
commitment required to complete the
daily and weekly tasks that go along
with all of this is often tough to fit into
a busy restaurateur’s day. At some
point, everyone has to consider whether
they have the capacity to do it them-
selves, hire someone to come in and do
it, or outsource some or all of the func-
tions to an outside party. The goals will
remain the same; to achieve maximum
accuracy, efficiency, and value through
a system that works best for you and
your company.

By tracking key data on a daily and
weekly basis and completing financial
statements at the end of each month or
period, if not sooner, you will maintain
the control you need to operate most ef-
fectively and keep the proper focus on
your bottom line and those things that af-
fect it. There is no question about the
need for good recordkeeping and timely
accounting and reporting; the question is
one of how and where to do it. The out-
sourcing of business processes is
becoming very common for almost all
types of businesses and especially the
outsourcing of bookkeeping and ac-
counting for restaurants. So how do you
decide if outsourcing is right for you?
When does it make sense to keep the ac-
counting functions in-house? Perhaps a
combination of the two makes the most
sense for you. These are the questions
we’ll consider. 

First Things
The first thing we should do is estab-

lish what we are talking about when we
say accounting, bookkeeping and report-
ing functions and processes, as these
terms, and the level of work done within
them by different operators, will vary.
On Page 42 is a fairly comprehensive
checklist of accounting, reporting and
bookkeeping processes at work in restau-
rants, or that should be.

There are some things on this list you
likely do yourself and do well, some
things you may have others do, and
maybe even some things you hadn’t con-
sidered doing at all. Our list doesn’t even
include the multitude of various opera-
tions reports that operators should look
at in their effort to best manage their
businesses. These are critical gauges like
product mix reports, prime cost reports,
operations reports that detail metrics like
average check size, table turn and staff
productivity data, and so forth. Not only
must there be good accounting and re-
porting practices and controls in place,
the feedback you get through the data
must be reviewed, analyzed and used
and it must be done on a real-time basis
for it to be useful. Perhaps the best way
to look at the decision to outsource or
keep in house these functions is to first
determine your true capacity for getting
these things done. It probably makes
sense for you to do some or all of these
functions yourself and then outsource
those areas that can be completed more
efficiently by someone else.

The Upside 
of Bringing It In

John Nessel, president of Restaurant
Resource Group, a Boston-based firm
offering financial management tools and
support services to restaurants, says that
operators should retain as much of the
accounting function in-house as possible
solely because the more you can do in
house, the sooner you will have access to
the information and the better you can
manage your business. Nessel believes
that timely data analysis is what will
make or break an operator in a competi-
tive industry working on slim margins.
You have to be constantly vigilant of
what is going on in your business and
keep an eye on the numbers and what
they tell you and that the closer you are
to them the more likely your success in
using the information as you should. In
Nessel’s view, the more you outsource,
the more you pay less attention to the in-

formation as it moves away from your
daily focus. That is undoubtedly depend-
ent on the operator and their focal points.
For the chef-operator, you can envision
the scenario in which they are pulled to-
ward the back of the house on a daily
basis, while maybe not as much to the
back office. This type of operator must
make the time to focus on the numbers
and resultant decision making. Says Nes-
sel, “How much or how little an operator
outsources the accounting function is
largely dependent on their capacity for
bookkeeping and data analysis and their
motivation to do it.” He believes that an-
alyzing the numbers and operating data
is part of an operator’s job. They should
watch their business for exactly that rea-
son; it is their business. Clearly though,
if someone truly lacks the ability or will-
ingness to perform these tasks, they
should hand the job off. 

Nessel assists a great many restaurant
operators with the well-known account-
ing software QuickBooks®, whether he is
helping them to set up their books and
accounting systems or, as he puts it,
“clean up a mess,” and for good reason.
QuickBooks is the small- to medium-
size restaurant accounting software of
choice. About 60 percent of about 700
operators surveyed recently by Restau-
rantOwner.com reported using
QuickBooks for their restaurants. To put
that into even more perspective, another
16.6 percent reported using none, so “do
the math” as they say. Also evidenced in
the survey results, 30 percent of the re-
spondents reported that the owner
prepares financial statements, 25.2 per-
cent said they are done by outside CPAs,
and 21.2 percent by an in-house book-
keeper. Managers only prepare financial
statements in 3.8 percent of the cases. By
contrast, 22 percent reported that man-
agers code invoices (38.2 percent have
owners serving in that role, and 22.1 per-
cent in-house bookkeepers). Clearly,
there is no one-size-fits-all solution and
you will likely divide and conquer these
important tasks. The list of accounting
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and bookkeeping functions can easily be
spread among an owner and in-house
employees, on-staff bookkeepers and
outside bookkeepers and accounting
firms. You need to decide what you can
do in-house and what you cannot. For
anything you decide to do in-house, you

must do it correctly or you are really not
saving anything by not going the out-
sourcing route. 

Take It Outside
There are several good reasons to leave

your books in the hands of an outside

party. For one thing, you have a lot going
on during your day that pulls you in many
different directions. In most instances, the
staff of outside accounting and bookkeep-
ing firms does only that, accounting and
bookkeeping. Their staff is experienced
and educated in that field. If you look at it
from a standpoint of core competencies,
there is something attractive about farm-
ing out some or all of your accounting to
accountants. They are probably more
knowledgeable about accounting, more
likely to get the work done more effi-
ciently and perhaps with greater accuracy.
The key is, however, that they must also
be knowledgeable about restaurants. This
point cannot be emphasized enough. The
restaurant industry is unique, and working
with people who are not intimately famil-
iar with its inner workings and how to
perform the accounting and reporting
tasks that will help you manage your
restaurant will not provide maximum — I
will not say “any” — benefit. There are
suggested formats for restaurant financial
statements that allow you to understand
precisely what is happening, opera-
tionally, within your restaurant. There is
what’s called a Uniform System of Ac-
counts for restaurants that everyone
should use to code their invoices, record
their expenses, and report their revenue.
(The Restaurant Uniform System of Ac-
counts is published by the National
Restaurant Association and available for
purchase at www.restaurant.org.) When
you follow these guidelines, you see how
your data tells a story and that story tells
you how to best manage your business.
Even if you retain the accounting function
in-house, or part of it, and use something
like QuickBooks to do your books, you
can and should employ these same guide-
lines. There are books, software,
consultants like Nessel, and other re-
sources that can help you do this.

Some other advantages of using an out-
sourced firm are the level of technology
you can access through them that you
probably could not afford on your own.
Many companies poll data from POS sys-
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Account and Reporting Activities 
SALES TRANSACTIONS 

Daily Sales Report Generation 
Weekly Sales Reports 
Cash and Credit Card Reconciliation 

INVOICE PROCESSING 
GL Coding of Invoices 
Invoice Entry to Accounting System 
Entering Monthly Payables  

ACCOUNTS PAYABLE 
Preparing A/P Trial Balance (weekly) 
Selecting Invoices for Payment
Printing Checks
Signing and Mail Checks 
Preparing Weekly Check Register 
Preparing Weekly AP Aging Reports 
Generating YTD Vendor Payment Report 
Preparing 1099s 

ACCOUNTS RECEIVABLE 
Preparing and Remitting Invoices to Clients 
Collect Payment on Outstanding Balances 
Booking A/R Receipts to General Ledger 

CASH MANAGEMENT 
Monitoring Daily Cash Balances 
Prepare Weekly Cash Book Balances 
Reconciliations: 
     Bank Account 
     Sales Tax Account 
     Credit Card Accounts 

PAYROLL 
Payroll Processing

INVENTORY 
Inventory Counting and Recording 

FINANCIAL STATEMENTS 
Preparing and Reviewing Monthly Financial Statements 
     General Ledger 
     Balance Sheet 
     Profit and Loss Statement 
     Statement of Cash Flow 

YEAR END 
Annual Tax Return Preparation 

TAX REPORTING 
Preparing sales and liquor tax returns 

Your restaurant’s accounting and financial reporting function is more complex than you
might think. Here we’ve broken it down to 10 separate functions.You need to decide if
you’re best served, resource-wise, by bringing this function in-house or outsourcing it.
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ATTENTION READERS:
The following spotlight advertiser is offering

FREEFREE SAMPLESSAMPLES
Of 3 Low-Cost Ways to Bring More 

Cash-Paying Customers to Your Restaurant
FACT: Powerful Direct Marketing is the #1 Choice of Today’s 

Retail Experts for Pulling in New Buyers & Cash Sales

All 3 services shown above are offered by Moving Targets® of Perkasie, PA, one of the largest and most successful 
direct-to-the-consumer, retail marketing companies in the United States.

�
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SPECIAL
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SAMPLE OFFER

Call the
numbers below
for your FREE

samples
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22

33
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FREE SAMPLE: Birthday Connections™

Turns Hundreds of Neighbors into Crowds of Buyers
by Sending them a Greeting and Gift for their Special Day!

Birthday Connections introduces neighbors to your business—and turns them into immediate cash sales—by sending 
them a Personalized Birthday Greeting and your Gift Certificate to celebrate their special day. Their greetings generate high
response rates and send streams of new customers through your door. They do everything for you… for LESS than the cost 
of a store-bought card itself. That includes: a fully customized local mailing list… complete Birthday Card and Gift Certificate
design, personalization, postage, and mailing. Tell them how many greetings to send… the types of customers you want… 
and your offer. Takes just minutes. NO Contracts… NO Set-Up Fees… NO Minimum Mailings… NO Hidden Charges.

CALL FREE SAMPLE HOTLINE � 800-875-1522, ext. # 706
www.BirthdayConnections.com

FREE SAMPLE: Loyal Rewards®

Customer Emailing Service
Uses the Power of Email to Turn Your Own Customers Into 

a Profitable Goldmine of Untapped Business… for Just 41/2¢ Each!
THINK FAST! It’s 10 AM and you need more business TODAY. What do you do? Simply call, email, or fax Loyal Rewards
and they’ll help drive your own existing customers back through your door literally within minutes. This turn-key service registers
your customers to receive money-saving Personalized Gift Certificates from you via email. And unlike other emailing systems, you
don’t need a computer or any technical knowledge. Plus they help you collect and input names… and they create and send your
promotions for you. Impressive 10-20% response rates. NO Contracts… NO Minimum Mailings… NO Hidden Charges.

CALL FREE SAMPLE HOTLINE � 800-309-7228, ext. # 503
www.LoyalRewards.com

FREE SAMPLE: Moving Targets®

New-Mover Mailing Service
Persuades New Residents to Visit YOU First… Instead of Your Competitors

Moving Targets®—the original, highly acclaimed retail marketing program used by over 20,000 merchants for over 
15 years—sends powerful Customized Letters & Gift Certificates with your irresistible Personalized Offer to new residents in
your neighborhood… long before your competitors know they’ve arrived. Their mailing list experts find hundreds of new movers
in your area, primed to become loyal customers. You say what neighborhoods to mail… how many to send… how little to spend.
They do all the work. Proven nationwide. NO Contracts… NO Set-Up Fees… NO Minimums… NO Hidden Charges.

CALL FREE SAMPLE HOTLINE � 800-926-2451, ext. # 269
www.MovingTargets.com
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tems that you can see on the Internet, from
anywhere. This comes in handy if you
travel and have multiple units and cannot
get to all of them to check in. Many have
other types of robust reporting systems
used to provide a fast turnaround of opera-
tions and financial calculations and useful
comparisons and trends based on your
business history. Of great benefit are those
that can provide things like industry com-
parisons and benchmarking. How useful
would it be to get a good feel not only for
how you are doing but also how you meas-
ure up to others in your market segment? 

Certainly, there is a case to be made for
not having the responsibility for book-
keeping employees. If you outsource your
bookkeeping and accounting function, you
will not usually have to worry about peo-
ple calling in sick, quitting or taking the
time to train anyone or pay their taxes. De-
pending on the extent of the outsourcing,
you might also eliminate some truly time-
consuming, perhaps occasionally irksome
tasks like taking vendor calls about dis-
puted invoices or payment questions,
finding out whether a check has cleared,
what your outstanding balances are per
payment terms with different vendors. The
flip side of that is that when you have
someone in your office performing book-
keeping and accounting functions you can
usually rely on them to complete even
more tasks, and that is a great asset when
you are trying to run a restaurant. Much of
the decision comes down to the level of
complexity within your business and the
available commensurate resources. Doing
the books or bookkeeping for one unit is
very different from keeping the books for
10 units with different hours, revenue and
cost components. This is a decision that
can only be made on a case-by-case basis
but there are sometimes practical implica-
tions to help you make the decision.

Deciding on a 
Case-by-Case Basis

Sandy Beckman, a CPA and share-
holder with Weinstein Spira & Co. in
Houston, a CPA and business advisory

firm with an active restaurant practice,
also says that the outsourcing decision
must be made on a case-by-case basis
but suggests some rules of thumb based
on what he has seen emerge from his
many years of financial work with
restaurant clients, many of whom are
very high-volume companies. While
Beckman’s role is typically that of out-
sourced CFO (chief financial officer) and
strategy consultant, he has seen his share
of companies go through the transition
from in-house to outsource and back. As
a rule, Beckman says, the size and vol-
ume of the company indicate the
direction to take in outsourcing vs. keep-
ing accounting in-house. The two things
to look at, he says, are revenue volume
and number of units. Beckman says that
a good rule of thumb is that a restaurant
can probably best handle a lot of the ac-
counting functions in-house when under
the $3-million-a-year revenue mark and
that when restaurants grow beyond $3
million or $4 million and when there are
multiple units achieving this level of rev-
enue, it is probably time to outsource. Of
course there are operations that earn less
revenue by virtue of their concept, not
their success, so another way to apply a
broad rule of thumb, according to Beck-
man, is to think about outsourcing when
systemwide sales, regardless of number
of units, reach beyond $5 million. He be-
lieves that it is at that point, and
oftentimes well before then, that there is
a level of complexity even if only
through sheer volume, that might be bet-
ter left to dedicated accounting
professionals. Of course, the owners and
operators still must receive data back on
a timely basis, in time to use it, and must
take the time to use the feedback prop-
erly and truly analyze the data for good
decision making.

I agree with Beckman, Nessel and
many others that there are some func-
tions that should just be done somewhere
else, period. First and foremost in that
department is payroll. The cost of payroll
processing has become very reasonable
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✓Checklist
Key Considerations 
When Searching for 
an Accounting Firm
✓ Look for a person or company
with restaurant experience, and
other restaurant clients, that uses
the Restaurant Uniform System
of Accounts. Also find an account-
ing service that can help you
interpret your results through good
reporting and counseling.

✓ Make sure that whomever you
use and for whatever functions,
you will get your information
processed and returned in a
timely manner. Timely financial
statements, for example, would be
within the week after a period
ends. This is extremely important.
Getting financial statements back a
few weeks, or a few months, after
the end of the month or quarter or
whatever will be practically useless
because it is typically too late to
make decisions and react to the in-
formation as it happens.

✓ Make sure that you completely
understand the fees. There are
companies that could quote a fee
for services only to later hit you up
for some kind of check processing
fee, applied on a per-check basis, or
envelope-stuffing fee, delivery or
pick fees, for example.

✓ Get references! You must speak
to other restaurant clients and
hear about their experiences with
the company.
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while it remains time consuming and of-
ten tedious. I’m not sure you derive a lot
of insightful benefit from doing it your-
self. That might be a good area to free up
from the get-go. Your local restaurant as-
sociation, credit card processor, and POS
vendor can all give you lots of recom-
mendations for payroll companies. Just
remember to get references. 

Another job you can outsource is en-
tering invoices to the accounting
system. The important part is that they
are coded correctly and that should be
done by a member of the management
team or anyone who really knows your
inventory and operations and knows
how to categorize your purchases. After
that, entering them for payment is a
great job for a bookkeeper that you
bring in for a few hours or an outside
bookkeeping firm. What functions you
choose to retain and which ones you
may outsource will be determined by
your skills, your needs, and other fac-
tors about your business. 

Whatever Your Decision,
You Need Meaningful
Information on Time

To end where we began, good ac-
counting and reporting is critical to the
success of your business. If you cannot
devote the necessary time to work “on”
your business and not just “in” your
business you might ask yourself how
you can be successful without anyone
truly minding the store, and your money.
Since there will not likely come a time
when you are sitting around without any-
thing to do, you then need to ask
yourself what your abilities truly are,
what capacity you have for bringing peo-
ple in to help you, what tasks you can
delegate to your management team and
what things will be best handled by ac-
counting professionals. Just remember,
whoever does it has to do it on time,
must provide meaningful information for
your business and our industry, and must
use it for you to truly be as successful as
you can be. 
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✓Checklist
Internal Accounting Controls

Regardless of who does your accounting,all operators should have good inter-
nal accounting controls in place throughout their operations to ensure the
greatest likelihood that all their money ends up where it should be — with them.
Having controls also helps to eliminate errors and creates the checks and balances
any good accounting system must have to be more secure,accurate and efficient.
✓Keep separate the functions for ordering and receiving inventory and pay-
ing invoices.You don’t want to create the possibility for someone to produce an
invoice for a fictitious vendor and pay them, and then, of course, pocket the
money. If possible, the person receiving inventory should be different from the
person ordering it so that you know you truly have received what you ordered.

✓ NEVER let the person doing the bookkeeping handle the cash. An ar-
ticle on RestaurantOwner.com relays the unfortunate story of a restaurant
employee who earned the trust of the owner and moved up through the
ranks to bookkeeper, and cash handler. While spending the holidays with
each other’s families over the years, this trusted employee, who was like fam-
ily, had been stealing money by shorting the cash deposit. She was the one
recording the revenue so it was easy for her to fudge the numbers and sim-
ply skim some cash for herself.The restaurant owner and godmother of this
employee’s child was out $200,000 in the end.You really can’t be too careful
and should just never let the bookkeepers handle the cash.

✓ Prevent the employee from “gaming the system.”When servers or other em-
ployees who handle cash do their checkout with the manager (this should go
without saying),the manager should not let them know the amount of cash they
owe until the employee does their own calculation and reports the amount first.

✓ Do not allow cashiers to take register readings during a shift. This
makes it all too easy for someone to not ring items into the register and in-
stead just pocket the cash.

✓ Do not allow bartenders to prepare drinks without a ticket. See above.

✓ Do surprise cash audits of cashiers. Also try not to allow more than one
cashier per cash register to ensure full accountability.

✓ Do monthly bank reconciliations as well as daily cash reconciliations.
This will help you make sure there are no errors and no money is missing.

✓ Use the Restaurant Uniform System of Accounts. It will help ensure
that your books paint a meaningful, accurate picture of your asset and lia-
bility position and your true income from operations as well as expense
activity and where it resides within your business.

✓ Count inventory on a regularly scheduled basis. Many operators sim-
ply use an estimated inventory number each period but this does not create
a truly accurate picture of your financial, and operational, performance. Ad-
ditionally, you can use inventory counts against key items sales reports to
watch for theft or other back-of-the-house missteps. If your staff knows you
diligently count your inventory, it will deter someone from helping them-
selves, or their friend at the back door, to a couple of extra steaks.

✓ Keep a separate petty cash fund and try to avoid taking cash out of
the register for paid-outs. This helps ensure the accurate accounting for
paid-out purchases and reduces the possibility of errors as well as theft.
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