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Menu Pricing Basics

How to Win the 
Menu Pricing Game
(Without Losing Customers) 

Welcome!
Today’s event will be starting shortly.

Jim Laube Joe Erickson

Your HostsYour Hosts
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Inflation

Workers ask for 
higher wages

Suppliers 
increase prices

Businesses 
increase prices

Customers pays 
more

Inflationary CycleInflationary Cycle

• 92% of operators say the cost of food is a significant challenge in 2023, 
while 47% of operators expect competition to be more intense than last 
year. Source: National Restaurant Association

• Consumers perceived an average increase in restaurant prices of 23% in 
the past year — more than three times the 7.4% increase reported by the 
Bureau of Labor Statistics. Source: PYMNTS.com

• Menu prices increased 8.6% during the last 12 months. Source: Consumer Price Index

• When consumers do not get meal discounts, other factors, such as the 
food’s taste or the quality of the restaurant’s service, take on greater 
significance. Source: PYMNTS.com

Inflation Realities for RestaurantsInflation Realities for Restaurants
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• When is it time to raise menu prices?

• How much do menu prices need to increase?

• What is the formula for setting menu prices?

• How to present a price increase to your customers.

Today’s AgendaToday’s Agenda

• Interactive format

• Access to participant comments & 
questions 

• This webinar is being recorded

• Links to resources will be included on the 
recorded webinar page

Webinar FormatWebinar Format
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Questions & 
Comments

Show/Hide Control Panel

Questions Tab

Type your Questions / Comments

Handouts

• Prime cost is rising
• Occupancy cost is too high
• Profits are slipping

When is it Time to Raise Menu Prices?When is it Time to Raise Menu Prices?

Signs that it may be time to 
increase prices…
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Prime CostPrime Cost

Total Cost of Sales
Food
Beverage
Paper (QSR / TakeOut)

Management
Staff
Taxes & Benefits

Prime Cost

+
Total Labor Cost

Prime Cost

Full Service   65% or less

Quick Service    60% or less

Rules of Thumb Best in Class

Full Service   55-60% or less

Quick Service    50-55% or less

Net Income Potential of 15-20%+Net Income Expectation of 5-15%
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It becomes increasingly 
difficult to make a decent 
profit when prime cost + 
occupancy exceeds 70%

RestaurantOwner Learning SystemRestaurantOwner Learning System
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Weekly Prime Cost TemplatesWeekly Prime Cost Templates

Which of these reasons best describe 
your hesitation to raise menu prices?

Please type you answers into the question box

QuestionQuestion

• Customer resistance

• Don’t know what my menu cost is

• I don’t know how much I need to 
increase

• The cost to reprint menus

• Too soon for another price increase

• It takes time that I don’t have
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How Much do Menu Prices Need to Increase?How Much do Menu Prices Need to Increase?

Prime Cost 
Comparison

Current

67%
Target

59%

Menu Price Increase 
Calculator
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Menu Price Increase CalculatorMenu Price Increase Calculator

Target Prime Cost

Menu Price Increase CalculatorMenu Price Increase Calculator

Actual Prime Cost
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Menu Price Increase CalculatorMenu Price Increase Calculator

Estimated price increase

• Customer value perception
• Your cost
• Presentation

What is the Formula for Setting Menu Prices?What is the Formula for Setting Menu Prices?

3 Key Factors to Consider
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Menu Pricing FormulaMenu Pricing Formula

Food cost target 
method

$ Food cost ÷ target FC% = selling price
$4.78  ÷ 33%  =   $14.48 

o Overpriced?
o Underpriced?

Menu Pricing FormulaMenu Pricing Formula

Value perception 
method

$ Food cost ÷ perceived value = FC%
$4.78  ÷ $17  =   28%
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Customer Value PerceptionCustomer Value Perception

Influenced by…

• Concept, service style

• Competitor pricing

• Guest experience

Competitor Pricing SurveyCompetitor Pricing Survey

https://www.restaurantowner.com/public/Competitor-Pricing-Survey.cfm

23

24



Menu Pricing Basics 5/17/2023

How to Win the Menu Pricing Game 13

Focus on the Guest ExperienceFocus on the Guest Experience

"The price of a meal is not just the cost of the food. 
It's also the cost of the experience."

- Anthony Bourdain

Guest Experience ResourcesGuest Experience Resources

Customizable 
Templates
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Guest Experience ResourcesGuest Experience Resources

Customizable 
Templates

Guest Experience ResourcesGuest Experience Resources

Online Courses
(for staff and management)
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Guest Experience ResourcesGuest Experience Resources

Training Videos
than a 100 3–5-minute micro-learning videos)

Key Cost ConsiderationsKey Cost Considerations

• Food cost $ vs. %
• Profit contribution
• Prep labor
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• Spreadsheets

• Desktop Software

• Software as a Service (SaaS)

Menu and Recipe CostingMenu and Recipe Costing

Solution Options

• Spreadsheet template (RO)

• Foodservice distributors

• Restaurant management 
systems

• POS vendors

Selecting the Right Menu Costing AppSelecting the Right Menu Costing App

Sources:

www.RestaurantOwner.com/menucost
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Prep Labor Cost CalculatorPrep Labor Cost Calculator

• Spreadsheet template (RO)

• Foodservice distributors

• Restaurant management 
systems

• POS vendors

Sources:

Menu EngineeringMenu Engineering
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Menu Engineering SystemMenu Engineering System

Profit 
Contribution
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Menu Engineering SystemMenu Engineering System

“What if”
pricing

How proposed 
pricing affects profit

How to Present a Price 
Increase to Your Customers

How to Present a Price 
Increase to Your Customers
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Did you notify your customers of a price 
increase in advance? And if so, how did 

you do it?
Please type you answers into the question box

QuestionQuestion

How to Present a Price Increase to Your CustomersHow to Present a Price Increase to Your Customers

• Makeover vs. price increase  (perception)
• Menu redesign
• Tips for masking the increase
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Masking Price IncreasesMasking Price Increases

• Change portion sizes

Masking Price IncreasesMasking Price Increases

• Change portion sizes
• A la carte pricing
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Masking Price IncreasesMasking Price Increases

• Change portion sizes
• A la carte pricing
• Bundle with sides

Masking Price IncreasesMasking Price Increases

• Change portion sizes
• A la carte pricing
• Bundle with sides
• Combinations
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Masking Price IncreasesMasking Price Increases

• Change portion sizes
• A la carte pricing
• Bundle with sides
• Combinations
• Specials

How to Present a Price Increase to Your CustomersHow to Present a Price Increase to Your Customers

• Makeover vs. price increase  (perception)
• Menu redesign
• Masking the increase
• Introducing the change to your customers

o New menu offerings!
o Seasonal menu
o Promotional discounts
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Key TakeawaysKey Takeaways

• Know your prime cost target
• Customer value perception
• Accurate menu costing
• Menu engineering 
• Presentation

Q&AQ&A

Questions

Additional questions to 
info@restaurantowner.com
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Not a Member Yet?Not a Member Yet?

www.restaurantowner.com

Just 4 very short
questions!

Please Give Us Your FeedbackPlease Give Us Your Feedback
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Menu Pricing Basics

info@RestaurantOwner.com

Thank you for attending!

How to Win the 
Menu Pricing Game
(Without Losing Customers) 
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