S Shrink

OPERATIONAL BRIEF

Thhe Hiciden
Cost of Shhrinlk.

Why multi-site food producers lose margin to product they make but

never sell — and the produced-vs-sold loop that turns that loss from

invisible to managed.

PUBLISHED BY

Shrink Software LLC

AUDIENCE

Multi-site food production leaders, financial
officers, and general managers seeing margin
compression they cannot fully explain

DATE

May 2026

FORMAT

Operational brief — a diagnostic framework for
the production shrink current systems can't see

Published for educational purposes. Figures reflect Anu Sushi LLC operations as of May 2026.



EXECUTIVE SUMMARY

wwhat you dorn’t measure, you
can’t fix.

Most multi-site food producers run with production shrink they cannot see. Accounting
reports it as a month-end category — cost of goods minus revenue — a number too
aggregated to act on. Operators feel it as something that “just happens”: product made but
never sold — the over-portioned run, the batch that outran its orders, the tray that expired
before delivery. Nobody owns the number because nobody can locate where it comes from.

The producers with the lowest shrink are not the ones with the strictest discipline. They are the ones
who can see, every day, the gap between what they produced and what actually sold — and feed that

signal back into the next production order.

This brief explains where production shrink hides, why standard accounting systems cannot see it, and
how a produced-vs-sold feedback loop turns it from invisible to managed. The frame is broader than
FSMA 204 — most operators implementing FSMA 204 capabilities discover, mid-project, that the shrink
visibility they get as a byproduct is worth more than the compliance value itself. This brief is for

operators who have not yet reached that realization.

SECTION 1

Start with the sap between what
you mecicle and wihat you soldl.

At a producer, the largest and most addressable shrink is the gap between units produced and units
sold. You produce to a forecast; demand lands differently; the difference is shrink — finished goods that
expired, product over-portioned, batches that outran their orders. It is the one category of loss that is

both big and within your control on the production floor.

The discipline that attacks it is not a report. It is a loop. Capture three numbers at the production-order
level, every day — what was produced, what sold, what expired — and feed the gap back into the next
order. Over time the forecast tightens, overproduction falls, and margin that used to expire in the walk-
in stays in the business.

This is the mechanism Shrink Manager runs in live production. Not a generic “find all your waste” claim
— one specific loop, run daily, at the order level, by the operators doing the work.
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THE DEFINED CLAIM

Production shrink is the gap between what you made and what you sold. Close the loop on
that gap — produced, sold, expired, fed back into the next order — and you recover margin that

month-end accounting never let you see.

SECTION 2

wWWwhat else the same capture
mcikes visible.

Running the produced-vs-sold loop means capturing work at the moment it happens, by the operator
doing it. The same event stream surfaces other losses that were previously invisible. Visibility is the first
step — not a guarantee. We do not claim a software switch eliminates each of these; some require
process, training, or supplier changes beyond any platform. But you cannot manage what you cannot

see, and most producers have never seen these broken out at all.

LOSS CATEGORY WHAT THE EVENT DATA SURFACES

Receiving variance Delivered quantity or quality that does not match the invoice — flagged
at the receiving event, before it disappears into a monthly COGS number.

Production yield loss Inputs in versus finished units out, per run. The largest category in most
operations — now visible by product, shift, and site instead of buried in
aggregate.

Cooling & storage loss Damage, temperature excursions, and discard — tied to the specific

cooling event and the lot it touched, not discovered at end of shift with
no record of where it happened.

Labeling & packaging error Wrong label, wrong portion, sealing failure — captured at the moment of
label generation rather than reconstructed after a customer complaint.

Expiration loss Finished goods that age out before use. This is the core of the produced-
vs-sold gap, and the loop attacks it directly.

Transfer loss between sites Units shipped versus units received across locations — reconciled
against the record instead of assumed to have arrived.
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AN HONEST BOUNDARY

Distributor-style inventory shrink — warehouse spoilage, over-buying against demand, mis-
picks — is a related but different problem. Shrink Manager surfaces and reduces producer
shrink, the gap between what a kitchen made and what it sold. It is not, today, a distributor
inventory-loss system. We would rather draw that line clearly than imply coverage we have not
built.

W hy current systems can’t see it.

Standard accounting systems measure shrink as a category total at month end. They produce a number
that tells you the magnitude of the problem but not the location. Without location, no operator can act

on the data. Three structural reasons accounting systems cannot solve this:

1. Timing aggregation hides root causes

Month-end accounting compresses 30 days of activity into a single number. Receiving variance on the
4th, yield loss on the 11th, and expiration loss on the 27th all land in the same bucket. By the time the
operator sees the figure, the work that caused each loss is too far in the past to investigate.

2. Account-level reporting hides operational reality

Accounting systems are organized around the chart of accounts — COGS, raw materials, packaging,
labor. They are not organized around the workflow: receiving, production order #4847, cooling cycle,
label print, shipping. The shrink shows up as a COGS variance, but the causal data lives in the workflow
events the accounting system never captures.

3. Site-level rollup hides site-level differences

Multi-site reporting rolls site data up to consolidated totals. The best-performing site can quietly cross-
subsidize the worst in the rollup, leaving everyone unsure where to focus.
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THE INVISIBILITY PROBLEM IN ONE SENTENCE

Shrink is measured in dollars, at month end, at the company level — but it is created in physical
units, at the moment of work, at the site level. The gap between those two scales is where the
invisibility lives. Closing it requires capturing the work at the moment and place it happens,

which accounting systems are not designed to do.

W hat closing the loop is worti.

Operators reasonably ask: even if we could see all of it, how much is actually there to recover? We do
not publish a single reduction figure. The honest sizing starts with your own cost of goods.

IS WHAT INDUSTRY SHRINK COMMONLY RUNS AS A SHARE OF COST OF GOODS IN

INSTITUTIONAL FOOD PRODUCTION. THE NUMBER THAT MATTERS IS YOUR OWN. THE
LOOP'S JOB IS TO MAKE IT VISIBLE BY SITE, PRODUCT, SHIFT AND SKU SO IT CAN BE
TARGETED, NOT TO PROMISE A FIGURE BEFORE WE HAVE SEEN YOUR BASELINE.

The mechanism is consistent: when operators can see the produced-vs-sold gap at the moment it

forms, they change the behavior or process that produces it.

The math for a typical mid-market producer

Consider a multi-site producer with $20M in annual revenue and a 35% gross margin — $13M in annual
cost of goods. Industry shrink commonly runs 5-15% of cost of goods; at a mid-range 8%, that is
roughly $1.04M lost per year.

s104K s=260K ss5=20K

/YR IF TOTAL SHRINK FALLS 10% /YR IF SHRINK FALLS TO 6% OF /YR AT BEST-IN-CLASS 4% OF
COGS COGS
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At any of these scenarios the savings exceed the typical cost of an execution-layer implementation
within the first year. The system pays for itself before the second year begins.

The second-order benefit

Direct shrink reduction is the primary financial argument. The secondary benefit is operational learning.
The same event capture reveals which suppliers reliably deliver to spec, which sites are under-trained
on which workflows, and which products carry a margin problem at the recipe level. A year-three
operation is not just running with less shrink than a year-one operation — it is running with continuously

better operational intelligence.

SECTION 5
How the loop runs in practice.

The operational change required is the same one FSMA 204 requires, which is why operators
implementing FSMA 204 capabilities find the shrink benefit waiting for them. The work is to capture
floor-level events at the moment they happen, in a system that produces both compliance records and
shrink analytics from the same data. Four steps:

1. Capture produced, sold, and expired at the production order — every day, at the point of work, by
the operator doing it. This is the raw material of the loop.

2. Surface the gap by site, product, day, shift, and SKU. The first time most operators see
overproduction broken out this way, the obvious sources of loss become impossible to ignore.

3. Feed the signal into the next order. Tighten the forecast against what actually sold. This is where

invisible shrink becomes managed shrink, and where the recurring savings come from.

4. Expand outward. As capture matures, the same event stream surfaces the adjacent categories in
Section 2 — receiving, yield, cooling, labeling, transfer — turning a single loop into a standing
operational picture.

The honest timeline is 12 to 18 months to full multi-site maturity. But the first measurable reduction
typically appears within 90 days of go-live at the pilot site, as operators address the most obvious

sources of loss. The learning loop continues for years.

The inftersection with FSI A =o04.

Most operators first encounter execution-layer software because of FSMA 204. The regulatory deadline
creates urgency that operational improvement alone does not. But the operational improvement is the

larger long-term value.
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The honest framing for the budget conversation: FSMA 204 is a forcing function for a system that pays
for itself in shrink reduction before the deadline arrives. The compliance argument gets the budget
approved. The produced-vs-sold loop is what makes the investment worthwhile.

THE FRAME THAT MATTERS

If you are about to spend money on FSMA 204, you are about to spend money on production-

shrink reduction. Choose your system so the same event capture does both.

The criterion that separates a system delivering both from a system delivering only compliance is
whether it captures workflow events as first-class data. Systems that do can produce compliance
records and shrink analytics from the same source. Systems that do not produce records that pass an
audit but generate no operational learning. The two cost about the same to license. The outcomes are
completely different.

The company is cailled Shrink
Softrwaire for a reason.

The platform was built to reduce shrink. Compliance was the byproduct.

Shrink Manager is an execution-layer platform for institutional fresh food production,
developed inside Anu Sushi LLC over two years of operating use before it was released as a
standalone product. In Anu Sushi’s operations it makes shrink visible the same day — by
site, product, shift, and SKU — and produces invoices from completed production orders
instead of manual entry. The compliance value is real. The operational value is larger. Core
workflow logic is protected by twelve USPTO provisional patents.

If the diagnostic in this brief describes shrink your operation cannot fully see, the easiest first step is a 30-
minute conversation in which we walk through your specific sites and identify where the produced-vs-sold gap
is largest. It is a useful exercise even if you ultimately don’t work with us.

Shrink Software LLC - hello@shrinksoftware.com - shrinksoftware.com

This operational brief is published by Shrink Software LLC for educational purposes. It does not publish a shrink-reduction figure; the
savings scenarios shown are illustrative sizing against a hypothetical cost of goods, not
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outcomes observed at any operation. The 5-15% industry shrink range cited is consistent with publicly available industry data and is
used here for sizing only; specific outcomes should be evaluated against your own operation’s baseline. Patent status reflects USPTO
provisional application filings as of May 2026; provisional applications establish a priority date and do not by themselves grant

patent rights.
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