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Are Your Menu Prices 
Keeping Pace with 

Rising Food and Labor 
Costs?

Menu Pricing Town Hall

Welcome!
Today’s webinar will be starting shortly.

Jim Laube Joe Erickson

Your Hosts
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• Town hall 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

CBS News –
Restaurant Prices are Rising Across the U.S. as 
Inflation Edges Up

Bloomberg -
Inflation on the Menu as U.S. 
Restaurants Pass On Soaring Costs

Consumer Price Index –
In 2021, food-away-from-home prices are expected 
to increase between 3.0 and 4.0 percent.

The Guardian –
The US restaurants tackling staff 
shortages: ‘We have to pay more’
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1. Setting a prime cost target

2. Evaluating menu price increases

3. Menu pricing strategies

4. Go lean: Cost-cutting ideas that 
work

What We’ll CoverWhat We’ll Cover

Setting a Prime Cost TargetSetting a Prime Cost Target
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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

Owner CompensationOwner Compensation

Management
Staff
Taxes & Benefits

Only include Owner Salary if 
“actively” working in the 

restaurant
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Non-restaurant working 
owners’ Salary -

Owner / Executive 
Compensation
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What should Prime Cost run?

Prime Cost

Full Service 65% or less

Quick Service 60% or less

Rules of Thumb
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Prime Cost

Full Service 55% or less

Quick Service 50% or less

Best in Class

Net Income Potential of 15% - 20%+

Why combine
cost of sales and labor?
(Why not just report on food, beverage

and labor individually?)
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Prime Cost Example

Prime Cost Example

Food Cost 48%
Beverage Cost 26%
Cost of Sales 43%
Labor Cost 20%
Prime Cost 63%
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Benefits of weekly Prime Cost reporting

Prime Cost

Prime Cost provides valuable insights 
into your restaurant’s . . .

Key Point

1. Unit economics

2. Potential for profit

3. Management effectiveness
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Prime Cost

Prime Cost provides valuable insights 
into your restaurant’s . . .

Key Point

1. Unit economics

2. Potential for profit

3. Management effectiveness

Impact of higher COS & labor

Raise prices? / How much?

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

RestaurantOwner Learning SystemRestaurantOwner Learning System
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Do you calculate your Prime Cost every week? 

If so, what’s your recent Prime Cost %? 

Is this higher than in the past?

QuestionsQuestions

Evaluating Menu Price 
Increases

Evaluating Menu Price 
Increases
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Evaluating Menu Price IncreasesEvaluating Menu Price Increases

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

Have you raised menu prices this year? 

If so, what overall %? 

Customer resistance, if any?

QuestionQuestion
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Menu Pricing StrategiesMenu Pricing Strategies

Competitive PricingCompetitive Pricing

Two key factors:
• Market value
• Your cost
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Competitive PricingCompetitive Pricing

Value Perception Factors
• Service style
• Ambiance
• Location
• Type of food
• Your staff
• Quantity
• Quality

Competitive PricingCompetitive Pricing

Cost Factors
• Availability
• Seasonal fluctuation
• Shelf life
• Prep labor
• Profit margin
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Competitive PricingCompetitive Pricing

Pricing Strategy

• Avoid setting by desired food cost %
• Target market value
• Compute the profit contribution
• Adjust or omit

Competitor Pricing 
Survey
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RestaurantOwner Learning SystemRestaurantOwner Learning System

Menu Costing SystemMenu Costing System
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Menu Engineering 
Templates
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Broadline DistributorsBroadline Distributors

• Menu printing
• Menu costing
• Market insights
• Menu engineering
• Alternative products
• Commodity pricing 
• Prime vendor agreement
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Have you been working with your primary 
distributor(s) on any of these issues?

QuestionQuestion

Go Lean: Cost-Cutting Ideas 
That Work

Go Lean: Cost-Cutting Ideas 
That Work
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Eliminate Wasted Labor Hours Eliminate Wasted Labor Hours 

Observation:
• Spend time watching

• Look for time-saving changes

• Asking “Why?”

• Benchmarking

• Invest in ROI opportunities

Eliminate Wasted Labor Hours Eliminate Wasted Labor Hours 

Evaluate Activities:
• Setup
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Eliminate Wasted Labor Hours Eliminate Wasted Labor Hours 

Evaluate Activities:
• Setup

• Prep

Eliminate Wasted Labor Hours Eliminate Wasted Labor Hours 

Evaluate Activities:
• Setup

• Prep

• Cleanup
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Eliminate Wasted Labor Hours Eliminate Wasted Labor Hours 

Evaluate Activities:
• Setup

• Prep

• Cleanup

• Service

RestaurantOwner Learning SystemRestaurantOwner Learning System
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RestaurantOwner Learning SystemRestaurantOwner Learning System

Free
e-book
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QuestionQuestion

What cost-cutting measures have you taken to 
improve profitability?

1. Menu prices will increase

2. Establish your prime cost target

3. Know how much to increase

4. Menu pricing strategies

5. Go lean first

Key Takeaways Key Takeaways 
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CULTURE: KEY POINTCULTURE: KEY POINTNew Labor Crisis Resources

Just 4 very short
questions!

Please Give Us Your FeedbackPlease Give Us Your Feedback
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Menu Pricing Town Hall

Q&A

Are Your Menu Prices 
Keeping Pace with 

Rising Food and Labor 
Costs?

Menu Pricing Town Hall

Thanks for attending!
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