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 Understanding the importance of accurate 
recipe costing as part of the menu 
engineering process.

 Understand the impact internally and Understand the impact, internally and 
externally, that the menu engineering process 
has.has.

 Apply menu rationalization to ensure 
consistency, quality and increased efficiency.

 Understand the required data to make an 
informed decision about your future menus.  





Top Reasons To Top Reasons To 
ProactivelyProactively
K  Y  Know Your 

Costs!



Source: National Restaurant Association (NRA), 2016 Restaurant Industry Forecast



The Dick Pope Institute for Tourism Studies, UCF Rosen College of Hospitality, Parsa/Green/Terry



Cost Controls
“According to the National Restaurant Association (2009), a 
typical restaurant in America earns a net profit under 10%. That 
means 90% of revenues are used to defer the cost of doing 
b i  Th   th t d  t d t d th  i t  f business. Thus, managers that do not understand the importance of 
cost controls are bound to fail in the restaurant business. Two major 
costs in the restaurant industry are food cost and labor cost. 
These two costs together are referred to as prime costs  For a These two costs together are referred to as prime costs. For a 
restaurant to succeed, the prime costs are expected to be less than 
60% of revenues.  It is a ‘rule of thumb’ and a good rule to follow. 
Most restaurants that have failed often were found to have prime 

The Dick Pope Institute for Tourism Studies, UCF Rosen College of Hospitality, Parsa/Green/Terry

f f f p
costs exceeding 60% indicating greater potential to failure.” 



Commodities In The News



Commodities In The News









Commodity y
price increase



Do we just “eat” the cost?j



Menu Item Highest 
Cost

Labor Cost Increase



Source: National Restaurant Association (NRA), 2015 Restaurant Industry Forecast



Source: National Restaurant Association (NRA), 2015 Restaurant Industry Forecast



Source: National Restaurant Association (NRA)  2015 Restaurant Industry ForecastSource: National Restaurant Association (NRA), 2015 Restaurant Industry Forecast



+ C
u

lin
m

b
er

s
n

a
ry

 A
rtsT

h
e 

N
u

m



Recipe costing is the base for manyp g y
other aspects of the operations.



 Some restaurant operators do not p
have any written or documented 
recipes.

h h Some have recipes that are written 
are only for execution, not costing.

 The few that have costing in many  The few that have costing in many 
cases do not take a manufacturing 
approach.pp

 Menu pricing in some cases is not 
based on proper analysis and data.



 Knowing your costs Knowing your costs 
 Establishing your selling price

“By not properly 
identifying your costs  it identifying your costs, it 

may cost you more in 
fprofitability”

– Mark Kelnhofer



 Batch or Prep Recipes Batch or Prep Recipes
◦ Larger quantities
◦ Become their own unique inventory 

it  h  d ditem when produced
◦ Can be used in other recipes

 Serving or Menu Item Recipes Serving or Menu Item Recipes
◦ Ultimately is what is sold to the guest 

or customer



Analyze and question the recipe to account for accuracy and 

the process.  Ask questions!















The yield or end result is required for costing!



The DETAILED ingredient descriptions are required for costing!





C l t d i  h ld l  i l dCompleted recipes should also include:
• Tools
• Equipments
• Prep Timep
• Cook Time
• HACCP 
• Methods
• Photos & Videos• Photos & Videos
• Nutritionals
• Densities
• Plating & Glassware 
• Garnish
• Packaging



Recipe

Ingredients Quantity UOM
Pepperoni 20 Ea.

O d  G id

UOM Difference

Order Guide

Ingredients Quantity Base UOM
P i C /10# OPepperoni Cs/10# Oz.



Portion control through the use of  Portion control through the use of 
utensils 
(Tbsp, tsp, dishers, spoodles, etc.)(Tbsp, tsp, dishers, spoodles, etc.)

 Accuracy of weights and measures 
is paramount.

1 cup, Basil Leaves 1 cup, Granulated Sugar

0.2 ounce 6.8 ounces
Density: 2.5% Density: 85.0% 



#10 cans #10 cans
 Know the yield! 

Brand A Brand B

Marinara Sauce
Brand A Brand B

116 ounces 106 ounces
Density: 120.8% Density: 110.4% 

$8.00, $0.069/oz. $7.75, $0.073/oz.



 Batch recipes should account for the  Batch recipes should account for the 
proper yield (what the result is) 
including known waste and the process g p
(labor)

 When the purchased product has 
h d f b hchanged form in any way, a batch 

recipe should be created to account for 
the costthe cost.

 If you don’t account for the process 
and yields, your menu level costs in y , y
most cases is understated!



• Packaging is part of the raw g g p
material cost, similar to the 
ingredients

• Packaging includes:

• Bottles, lids

• Boxes

• Labels

• Wraps





The Costing Problem

Ingredients



The Costing Problem

The most dangerous The most dangerous 
h  i  h  l  h  i  h  l  phrase in the language phrase in the language 

is  “We’ve always done is  “We’ve always done is, We ve always done is, We ve always done 
it this way.” it this way.” yy
–– Admiral Grace HopperAdmiral Grace Hopper



Prime Cost

Direct
Ingredients

Direct 
Labor



Prime Cost



Restaurant Hospitality, February 2017, p. 54



Cost Benchmarking

Dana Zukofsky, Director, BDO, 100 Park Avenue, New York, NY 10017, 212-885-7236, dzukofsky@bdo.com



Dana Zukofsky, Director, BDO, 100 Park Avenue, New York, NY 10017, 212-885-7236, dzukofsky@bdo.com



Total Cost

Direct
Ingredients

Direct 
Labor

Overhead



Total Cost Breakdown



 Your labor and overhead can be 
accounted for in the recipe

 Prep Time, Labor Routing
◦ Time/motion studies (stopwatch)
◦ Time (hours) is loaded on every recipe

 Standard Labor (BOH) Rates Standard Labor (BOH) Rates
◦ By store
◦ Includes wages and fringes



Time Motion Studies

Stopwatch time motion study Stopwatch time motion study
 Must be in a live environment
 Must be a controlled test Must be a controlled test
 Must be the personnel that 

will actually execute the will actually execute the 
recipes



• We purchased ‘Basil, Fresh’ at p ,
$8.50/# or $0.531/oz

BASIL PICKED

Ingredients Quantity UOM Cost Extended

Basil, Fresh 16.0 oz $0.531 $8.500

BASIL PICKED

Basil, Fresh 16.0 oz $0.531 $8.500

Labor 0.167 hr 15.66 $2.616

Total $11.116

Yi ld 11 0

 The new item ‘Basil Picked’ now has a 
correctly stated value of $1.011/oz or 
$16 18/#

Yield 11.0 oz

$16.18/#



• The direct (BOH) labor rate should ( )
include the base rate plus any 
other additional fringes associated 

h h lwith those personnel
• Unemployment Insurance

Workers’ Compensation• Workers  Compensation

• Social Security & Medical

• Health, dental and vision insurance plans

• 401(k) or other retirement plans

• Vacation & Sick Pay

Child• Childcare



Overhead Rates

 Based on budgeted expenses and direct 

Predetermined Overhead Rate

g p
labor hours (BOH) by location.

Total Budgeted Overhead

Direct Labor BOH Hours
= $0.000/hr.

Overhead
Rate



Overhead Rates

• FOH Labor & Fringes

Predetermined Overhead Rate

• FOH Labor & Fringes
• Advertising & Marketing
• Repair & Maintenance
• Supplies
• Training
• Utilities 
• Communications
• LandscapingLandscaping
• Research & Development
• Occupancy
• Taxes

Budgeted
Direct Labor Hours



• We purchased ‘Basil, Fresh’ at p ,
$8.50/# or $0.531/oz

BASIL PICKED

Ingredients Quantity UOM Cost Extended

Basil, Fresh 16.0 oz $0.531 $8.500

Labor 0.167 hr $15.66 $2.616

Overhead 0.167 hr $34.97 $5.840

Total $16.956

Yield 11 0 oz

 The new item ‘Basil Picked’ now has a 
correctly stated value of $1.542/oz or 
$24 67/#

Yield 11.0 oz

$24.67/#



Wine Bottle Conversions

Source: 
chathamhill iner /blogspot com



Wine Glass Pour Costs

750ml bottle750ml bottle
Bottle cost $8.99
fl. oz. 25.3613fl. oz. 25.3613
fl. oz. cost $0.354
Pour cost $2.127

Standard recipe pour = 6.0 fl. oz.

Item Description Qty UOM Unit Cost Extended

Estancia Pinot Noir 6.00 fl. oz. $0.354 $2.127

Direct Labor 0.025 hr. 12.00 0.300

Overhead 0 025 hr 34 97 0 874Overhead 0.025 hr. 34.97 0.874

Total Cost $3.301



Beer Keg Conversions



Draft Beer Pour Cost

½ BBL½ BBL
Keg cost $89.00
fl. oz. 1,984fl. oz. 1,984
fl. oz. cost $0.0449
Pour cost $0.718
Standard recipe pour = 16.0 fl. oz.

Item Description Qty UOM Unit Cost Extended

Sam Adams Lager 16.00 fl. oz. $0.045 $0.718

Direct Labor 0.017 hr. 12.00 0.204

O h d 0 017 h 34 97 0 595Overhead 0.017 hr. 34.97 0.595

Total Cost $1.517



Liquor Recipe Cost

FOUR HORSEMEN

Item Description Qty UOM Unit Cost Extended

Johnnie Walker Red 0.25 fl. oz. $0.907 $0.227

Jose Cuervo Gold 0.25 fl. oz. 0.778 0.197

Jim Beam 0.25 fl. oz. 0.562 0.140

Jack Daniels 0.25 fl. oz. 0.739 0.185

Direct Labor 0.034 hr. 12.00 0.408

O h d 0 034 h 34 9 1 189Overhead 0.034 hr. 34.97 1.189

Total Cost $2.346



Liquor Recipe Cost

BLACK RUSSIAN

Item Description Qty UOM Unit Cost Extended

Choice of Vodka 1.50 fl. oz. $0.000 $0.000

Kahlua Coffee Liqueur 0.75 fl. oz. 0.778 0.197

Direct Labor 0.025 hr. 12.00 0.300

Overhead 0.025 hr. 34.97 0.874

Base Recipe Cost $1.371
W ll P iC ll S P iWell PremiumCall Super Premium

1-1/2 
fl  fl. 
oz.

Low Average High





Prime Cost



Total Cost



The 
Guest

ReputationCommunity p

MENU
BusinessFamilies

EmployeesVendors



Question of the Day
H   i t ti lHow many intentional

not for profit restaurants not-for-profit restaurants 
do you know?do you know?



FSR Magazine, By Kevin Hardy, December 2014, p. 71-72.



 Your menu(s) are what you are in y
the business to do.  

 Types of Menus
◦ Lunch
◦ Dinner
◦ BrunchBrunch
◦ Banquet
◦ Kids

 Pricing Structures
◦ By Markets, Demographics



Wh t   • What are we 
engineering?

• Engineering g g
sections of the 
menu



Wh t   • What are we 
engineering?

• Engineering g g
sections of the 
menu



Wh t   • What are we 
engineering?

• Engineering g g
sections of the 
menu



Wh t   • What are we 
engineering?

• Engineering g g
sections of the 
menu



• What are we 
engineering?g g

• Engineering 
sections of the 
menumenu

• Similar dishes in 
different categories 
should be analyzed 
separately.



• What are we 
engineering?

• Engineering 
sections of the 
menu



• What are we 
engineering?

• Engineering 
sections of the 
menu







www.jgilberts.com











The components that we will be analyzing:The components that we will be analyzing:
 Menu items in the category
 Quantity/volume sold Quantity/volume sold
 Selling Price
 Unit Cost PRODUCT COSTS:

I di t  Di t 

 Cost Percentage
 Gross Margin Per Plate

Ingredients, Direct 
Labor and Variable 

Overhead

g
 Contribution Margin PERIOD COSTS:

Fixed Overhead
and Profit



The components that we will be analyzing:The components that we will be analyzing:
 Menu items in the category
 Quantity/volume sold Quantity/volume sold
 Selling Price
 Unit Cost

TOTAL COSTS:
Ingredients, Direct 

 Cost Percentage
 Gross Margin Per Plate

Labor and Total 
Overhead

g
 Total Profit PROFIT



“You cannot place You cannot place 
percents in your percents in your 

pocket!”pocket!



Change the focus from cost Change the focus from cost 
percent to gross margin dollars

Menu Item Qty 
Sold

Menu
Price

Unit 
Cost

Cost % Unit
GM $s

Pasta Fettucine 1 $11.99 $1.98 16.5% $10.01

Filet Mignon 1 $32.95 $12.49 37.9% $20.46

Which one would you rather have?
Do we focus too much on cost percents?f p



Items that are sold at a loss that Items that are sold at a loss that 
will result in other menu items 

being sold at a profit.g p f



Items that are sold at a loss that Items that are sold at a loss that 
will result in other menu items 

being sold at a profit.g p f

Drive profits!Drive profits!
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High PI %, Low GM $s

P
o
p

u
la

ri
t

P

Puzzle
Low PI %, High GM $’s

Dog
Low PI %, Low GM $s

Average Unit Contribution Margin $
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Flaw #1Flaw #1
Traditional Dog/Star reports only 

analyze entrees onlyanalyze entrees only.



Flaw #1
Traditional Dog/Star reports only 

analyze entrees only.
Fl  #2Flaw #2

The calculation looks as unit
contribution margin as a basecontribution margin as a base.



Unit Contribution MarginUnit Contribution Margin
Unit Contribution Margin =

Sales Price less Variable CostsSales Price less Variable Costs

Our Variable Recipe CostsOur Variable Recipe Costs
Ingredients

bDirect Labor
Variable Overhead



Unit Contribution MarginUnit Contribution Margin
Unit Contribution Margin =

Sales Price less Variable CostsSales Price less Variable Costs

Our Variable Recipe CostsOur Variable Recipe Costs
Ingredients

bDirect Labor
Variable Overhead

Variable Costs 
not typically 
seen in recipe 
costing.



Flaw #1
Traditional Dog/Star reports only

analyze entrees only.y y
Flaw #2

The calculation looks as unit
contribution margin as a base.

Flaw #3
The graph plots all entrees together.



Which menu item should be reviewed?

Menu Item Menu
Price

Unit 
Cost

Cost % Unit
Profit $s

SALADS Menu in place for 6 months.

Chopped Salad $5.50 $0.43 7.8% $5.07

Wedge of Iceberg $5.50 $0.33 6.0% $5.17

Caesar Salad $5 50 $0 41 7 5% $5 09Caesar Salad $5.50 $0.41 7.5% $5.09

House Salad $5.50 $0.48 8.7% $5.02

Averages $5.50 $0.41 7.5% $5.09



Which menu item should be reviewed?

Menu Item Menu 
Price

Unit 
Cost

Cost % Unit
Profit $s

SALADS Menu in place for 6 months.

Chopped Salad $5.50 $0.43 7.8% $5.07

Wedge of Iceberg $5.50 $0.33 6.0% $5.17

Caesar Salad $5 50 $0 41 7 5% $5 09Caesar Salad $5.50 $0.41 7.5% $5.09

House Salad $5.50 $0.48 8.7% $5.02

Averages $5.50 $0.41 7.5% $5.09

If the decision was based on cost percent alone, the ‘House Salad’ 
would be reviewed for action. 



Which menu item should be reviewed?

Menu Item Qty 
Sold

Menu 
Price

Unit 
Cost

Cost % Unit
Profit $s

Total 
Profit $s

SALADS Menu in place for 6 months.

Chopped Salad 1,664 $5.50 $0.43 7.8% $5.07 $8,437

Wedge of Iceberg 1,183 $5.50 $0.33 6.0% $5.17 $6,116

Caesar Salad 1 508 $5 50 $0 41 7 5% $5 09 $7 676Caesar Salad 1,508 $5.50 $0.41 7.5% $5.09 $7,676

House Salad 2,041 $5.50 $0.48 8.7% $5.02 $10,246

Averages $5.50 $0.41 7.5% $5.09

If you would have chosen the ‘House Salad’, you would have reviewed 
the menu item driving the most dollars to cover fixed overhead costs 
and profit and possibly removing it from the menu.



Which menu item should be reviewed?

Menu Item Qty 
Sold

Menu 
Price

Unit 
Cost

Cost % Unit
Profit

Total 
Profit $s

GM MM Rank

Ch d S l d 1 664 $5 50 $0 43 7 8% $5 07 $8 437 L H Pl h ?

SALADS Menu in place for 6 months.

Chopped Salad 1,664 $5.50 $0.43 7.8% $5.07 $8,437 L H Plowhorse?

Wedge of Iceberg 1,183 $5.50 $0.33 6.0% $5.17 $6,116 H H Star?

Caesar Salad 1,508 $5.50 $0.41 7.5% $5.09 $7,676 H H Star?

House Salad 2,041 $5.50 $0.48 8.7% $5.02 $10,246 L H Plowhorse?

Averages $5.50 $0.41 7.5% $5.09

( / ) $ / $MM = (1/4) * .7 = 17.5%; GM = $32,474 / 6,396 = $5.08
Flaw: Gross margin rank for dog/star calculation is based on unit level 
only, not extended contribution margin dollars.



Which menu item should be reviewed?

Menu Item Qty 
Sold

Menu 
Price

Unit 
Cost

Cost % Unit
Profit

Total 
Profit $s

GM MM Rank

Ch d S l d 1 664 $5 50 $0 43 7 8% $5 07 $8 437 L H Pl h ?

SALADS Menu in place for 6 months.

Chopped Salad 1,664 $5.50 $0.43 7.8% $5.07 $8,437 L H Plowhorse?

Wedge of Iceberg 1,183 $5.50 $0.33 6.0% $5.17 $6,116 H H Star?

Caesar Salad 1,508 $5.50 $0.41 7.5% $5.09 $7,676 H H Star?

House Salad 2,041 $5.50 $0.48 8.7% $5.02 $10,246 L H Plowhorse?

Averages $5.50 $0.41 7.5% $5.09

( / ) $ / $MM = (1/4) * .7 = 17.5%; GM = $32,474 / 6,396 = $5.08
Flaw: Gross margin rank for dog/star calculation is based on unit level 
only, not extended contribution margin dollars.



Dog/Star Graph
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$32,475 / 6,396 = $5.08



% Stellar The Bank

The Engineer
• Reengineering of Menu Items

• Labor Process Improvements
Alt ti  i di t
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 Stellar - The Bank

• Sacred Items
• Most Profitable Items

• Alternative ingredients
• Menu placement

• Price increase possibility

P
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The Push or Sell
• FOH Suggestive Selling
• FOH Contests

The Cellar
• New menu item opportunity
• Exception: Unique menu itemP • FOH Contests

• Review price with value 
proposition; price too high?
• Quality or flavor issue

• Exception: Unique menu item

Menu Item Total Profit $s



% Stellar The Bank

The Engineer
• Reengineering of Menu Items

• Labor Process Improvements
Alt ti  i di t
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 Stellar - The Bank

• Sacred Items
• Most Profitable Items

• Alternative ingredients
• Menu placement

• Price increase possibility
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The Push or Sell
• FOH Suggestive Selling
• FOH Contests

The Cellar
• New menu item opportunity
• Exception: Unique menu itemP • FOH Contests

• Review price with value 
proposition; price too high?
• Quality or flavor issue

• Exception: Unique menu item

Menu Item Total Profit $s
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Menu Item Total Profit $s
$32,475 / 4 = $8,119



Which menu item should be removed?

Menu Item Qty 
Sold

Menu 
Price

Unit 
Cost

Cost % Unit
Profit $s

Profit $s

SALADS Menu in place for 6 months.

Chopped Salad 1,664 $5.50 $0.43 7.8% $5.07 $8,437

Wedge of Iceberg 1,183 $5.50 $0.33 6.0% $5.17 $6,116

Caesar Salad 1 508 $5 50 $0 41 7 5% $5 09 $7 676Caesar Salad 1,508 $5.50 $0.41 7.5% $5.09 $7,676

House Salad 2,041 $5.50 $0.48 8.7% $5.02 $10,246

Averages $5.50 $0.41 7.5% $5.09

The proper item to target to be reviewed is the ‘Wedge of Iceberg’.



What are my options?

 Review the menu placement
 Reengineer an existing menu item
◦ Review process
◦ Alternative ingredients
◦ Price increase

 Remove the item and create a new item



Menu Item Qty 
Sold

Menu 
Price

Unit 
Cost

Cost % Unit
Profit $s

Total 
Profit $s

Wedge of Iceberg 1,183 $5.50 $0.33 6.0% $5.17 $6,116

New Menu Item - $TBD $TBD > $5.17

When engineering the new menu item, attempt to 
create the item that will increase the average create the item that will increase the average 
gross margin on the item being removed.  In this 
case - $5.17/menu item.



Menu Item Qty 
Sold

Menu 
Price

Unit 
Cost

Cost % Unit
Profit $s

Total 
Profit $s

SALADS

House Salad 2,041 $5.50 $0.48 8.7% $5.02 $10,246

Chopped Salad 1,664 $5.50 $0.43 7.8% $5.07 $8,437

Field Greens NEW $5 75 $0 43 7 5% $5 32Field Greens NEW $5.75 $0.43 7.5% $5.32

Caesar Salad 1,508 $5.50 $0.41 7.5% $5.09 $7,676

Averages $5.56 $0.44 7.9% $5.12

When reading the menu, customers read from top to bottom of 
the category they are looking at.  Place the menu items that 
drive the most contribution margin to the top   The two top drive the most contribution margin to the top.  The two top 
menu items are my highest “The Bank” category items.



Source: Bowen & Morris, 1995; Hug & Warfel, 1991; Kelson, 1994; Scanlon,1998; Main, 1994; Miller, 1992; 
Panitz, 2000; National Restaurant Association, 2007;Kotschevar, 2008; Pavesic, D.V., 2011



Source: Glazer, Emily, Wall Street Journal, “The Eyes Have It: Retailers Now Track Shoppers’ Retinas”, 
07/12/2012, p. B1



Source: Glazer, Emily, Wall Street Journal, “The Eyes Have It: Retailers Now Track Shoppers’ 
Retinas”, 07/12/2012, p. B1



Source: Livingston, 1978



ABSTRACT
“Results offer an average menu scanpath  and suggests Results offer an average menu scanpath … and suggests 
traditional menu “sweet spots” may not exist.”



 If the menu layout is structured  If the menu layout is structured 
with the most profitable items on 
top, it should not be a secret!p

 FOH personnel can play an active 
roll in suggesting to the customers 

h d fitems that drive profit!







hThe 
Top Top 

TakeawaysTakeaways



Takeaway #1Takeaway #1
Understand the impact recipe 

costing has on menu 
engineering   If costs are engineering.  If costs are 
understated, profits are 

d!overstated!



Takeaway #2Takeaway #2
Your menu is too 

important to guess at! 
Guessing is not good enough!Guessing is not good enough!
There is too much as risk.



Takeaway #3Takeaway #3
Unique printed menus should 

be engineered separately.  
Engineer any menu that is in Engineer any menu that is in 

print or displayed.



Takeaway #4Takeaway #4
Engineer sections of menu.  

Do not engineer the 
complete menu in whole   complete menu in whole.  
Decisions should be made 
i hi  h  within each menu category.



Takeaway #5Takeaway #5
“You cannot place percents in 

 k t !”   Shift th  your pockets!”.  Shift the 
focus from cost percents to 
cost volume profit methods.  
Look at total profitability!  p f y

Money in the bank!



Takeaway #6Takeaway #6
Make decisions not only 
based on the passion and 

emotion of the menu item –emotion of the menu item 
but also empirical data.  Be 

h di lmethodical.



Takeaway #7Takeaway #7
The menu layout and 

placement of menu items 
does matter   Place higher does matter.  Place higher 
contribution margin items 

  i  d di  don top in descending order.



Takeaway #8Takeaway #8
Consider and vet systems to 

assist in the process.  
Utilizing Excel (MBE) is both Utilizing Excel (MBE) is both 

time consuming and 
bcumbersome.



Takeaway #9Takeaway #9
This is your call to action!

Start the process.  If you do 
not have adequate time or not have adequate time or 

skills, get some professional 
assistance!



Takeaway #10Takeaway #10
To ensure success –
The bottom line is 
know your costs!know your costs!
Plan for success!

Be proactive, not reactive!



Note: This reference is NOT comprehensive.  You need to practice the 
costing methods discussed in this presentationcosting methods discussed in this presentation.
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