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What Is Food Cost? (And Why Most Owners Get It Wrong)



What Is Food Cost? 
(And Why Most Owners Get It Wrong)

Chapter 1

Let's start with the basics, and yes, even experienced operators 
get fuzzy on this.

Food cost, at its core, is the total cost of the ingredients you use to produce 

the food you sell. That includes every drop of olive oil, every pinch of salt, 

every garnish on the plate. It's the raw material cost of what ends up in front 

of your guests.

What food cost is NOT:

→ It is not your total operating expenses

→ It is not your labor cost

→ It is not your rent, utilities, or insurance

Those all fall under separate cost categories. Food cost is specifically 

about ingredients.

Now here's where people mess up. They think about food cost in dollar 

terms 

"I spent $14,000 on food this month." That number alone 

tells you almost nothing. $14,000 in food costs means 

very different things depending on whether your 

restaurant did $40,000 in sales or $140,000 in sales.



This is why the industry almost always talks about food cost as a percentage, 

and that percentage is what separates operators who understand their 

business from those who are just guessing.
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A healthy food cost percentage for most U.S. restaurants falls somewhere 

between 28% and 35%. If you're above 35%, you've got a problem that needs 

fixing. If you're hovering around 25–28%, you're either running a very tight, 

efficient operation or you're cutting corners somewhere that will eventually catch 

up with you.

25% - 28% 28% - 35% Over 35%

Great Efficiency Health range Problem Area

Very tight, efficient 
operation or cutting 

corners that will 
eventually catch up with 

you

The sweet spot for most 
U.S. restaurants. 
Balanced quality, 

consistency, portion 
control, and profitability

You’re above 35% You’ve 
got a problem that needs 

fixing.



Food Cost vs. Food 
Cost Percentage:
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Know the Difference

There are actually two ways to measure food cost, and both are 
useful for different purposes.

Food Cost (Dollar Amount)
This is the raw dollar figure. How much did you actually spend on food 

ingredients during a given time period?

Example:
In October, you spent $18,000 on food 
ingredients.

$18,000 
Spent on food ingredients.

This number is useful for budgeting, but it doesn't tell you much on its own.

Food Cost Percentage
This is the ratio of what you spent on food vs. what you earned from selling food.

Example:
You spent $18,000 on food and made 
$60,000 in food sales. Your food cost percentage

30%

This is the number that actually matters. It's the one that tells you if you're running 

a healthy kitchen or a leaky one.



There's a third concept worth knowing: 
COGS (Cost of Goods Sold)


COGS in a restaurant context is essentially your food cost calculated 
over a specific time period using inventory data. 
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The terms are often used interchangeably, but technically, COGS is the accounting 

version of the same idea. Some operators also include beverage costs, packaging 

(like takeout containers), and condiments in their COGS calculation. 

For this guide, when we say "food cost," we mean the same thing: total 

ingredient costs, tracked through inventory.



The Food Cost Formula:
Step by Step
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There are two primary food cost calculations every restaurant 
manager needs to know: actual food cost percentage and ideal 
food cost percentage. They serve different purposes but are 
equally important.

Formula 1: Actual Food Cost Percentage
This is calculated for a specific period, a week, a month, or a quarter. It tells 

you what you actually spent on food relative to what you actually sold.

Food Cost % = (COGS ÷ Total Food Revenue) × 100
Where COGS = Beginning Inventory + Purchases − Ending Inventory



Breaking Down COGS (Cost of Goods Sold)
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Beginning Inventory:

The dollar value of all food items you had at the beginning of the period. 

Must be counted, never estimated.

Food purchases during the period:

All invoices for food products received within the period (paid or not). 

Maintain a daily food receiving log.

02

Ending inventory:

The dollar value of food at the end of the period. This also must be 

counted and done at the same time every period.

03

Total calculation and division:

CoGS = Beginning + Purchases - Ending. Divide by total food revenue 

for the period and then by 100.

04



Ideal food cost is what your food cost should be if everything went perfectly, 

no spoilage, no over-portioning, no theft. It's calculated from your recipes, 

not your inventory.
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Formula 2: Ideal Food Cost Percentage

Ideal Food Cost% = (Total Ingredient Cost of All 

Dishes Sold ÷ Total Revenue) × 100
Compare this to your actual Food Cost%; the gap reveals waste, 

theft, or portioning errors.

The Variance Is Your Problem:

If your actual food cost is 36% and your ideal is 30%, that 6% gap is costing you 

real money. On $50K/month in revenue, that's $3,000 per month walking out 

the back door through waste, over-portioning, or theft.



Food Cost Percentage 
by Restaurant Type
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So what's a good food cost percentage?

There isn't a "one size fits all" percentage. Your "right" food cost is a function of 

your restaurant's type, service style, cuisine, and price. A full-service, high-end, 

fine dining restaurant has very different requirements from a fast-casual burrito 

restaurant. Standard benchmarks by category for US restaurants are:

25–30%QSR / Fast Food
High volume, engineered menus, strict portioning, 
limited waste

Fast Casual
Fresh ingredients at mid-tier price points; assembly-
line efficiency

28–35%

Casual Dining
Larger menus increase complexity and potential 
waste

28–35%

Fine Dining
Premium ingredients offset by high menu prices; 
more forgiving range

28–38%
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Pizza / Italian
Low ingredient cost staples (flour, cheese, sauce) 
keep food cost lean

25–32%

Seafood / Steakhouse
Premium proteins drive up food cost; require higher 
menu prices to compensate

These benchmarks are starting points, not rules. The best operators we’ve 

interviewed are not chasing an industry standard. They understand their 

individual cost structure, the customer, and their market. A 38% food cost at an 

upscale steakhouse where steaks cost $80 is financially viable. A 38% food cost 

at a family casual diner where steaks cost $14 is a disaster. Context always wins.

30–40%



How to Calculate Per-
Dish Food Cost
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Period food cost tells you how your entire kitchen is performing. 
Per-dish food cost tells you whether individual menu items are 
actually profitable.


This is called recipe costing (or plate costing), and it's where a lot of the real 

money is made or lost.

The Formula:

Per-Dish Food Cost % = (Cost of Ingredients Per 

Serving ÷ Menu Price) × 100

Step-by-Step Process:

List every ingredient that goes into the dish


Determine the unit cost of each ingredient (from your invoices)


Calculate the exact amount used per portion


Multiply quantity by unit cost for each ingredient


Add them all together for your total plate cost


Divide by your menu price



Real Example: Chipotle-Style Chicken Burrito Bowl

Let's say you're running a fast-
casual concept and you want 
to cost out your signature 
burrito bowl.
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Ingredient

Grilled Chicken (6 oz)

Black beans (4 oz)

Chicken (3 oz)

Fajita vegetables (3 oz)

Cheese (1 oz)

Sour cream (1.5 oz)

Shredded Cheese (2 oz)

Guacamole (1.5 oz)

Tortilla Bowl (1 unit)

Total Plate Cost

Unit Cost

$0.45/oz

$0.04/oz

$0.03/oz

$0.08/oz

$0.06/oz

$0.09/oz

$0.18/oz

$0.22/oz

$0.30/unit

Plate Cost

$2.70

$0.16

$0.09

$0.08

$0.12

$0.14

$0.18

$0.33

$0.30

$4.10
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Food Cost % 

= $4.10 ÷ $12.99 × 100 = 31.6%

14$12.99
Menu Price

That's a healthy food cost for a fast-casual restaurant. The dish is priced 

correctly.

Now, let's say guacamole gets added free of charge (like it sometimes is during 

a promo). That adds $0.33 to the plate cost:

$4.43New Food Cost Percentage


= $4.43 ÷ $12.99 × 100 = 34.1% New Plate Cost

Okay, not ideal, but you're definitely closer to the edge now. That promotion is 

running every day on hundreds of orders… that’s thousands of dollars in margin 

burned per day.

This is exactly why Chipotle used to charge a dollar or two for 
guacamole; it’s not because they're greedy, it's just math.



Ideal Food Cost vs. 
Actual Food Cost:
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The Gap That Tells the Real Story

Let me introduce you to a metric that truly separates a manager 
who "gets" their kitchen from one who's merely looking at a 
number: the food cost variance. This is by far one of the most 
important diagnostic tools in a restaurant.

What Is Ideal Food Cost?

This is your theoretical or target food cost. It represents what your food cost 
should have been if every ingredient was used, every portion controlled, and 
nothing was wasted, stolen, or gone off.

This is calculated by taking every menu item sold in a specific period 
multiplied by its recipe cost divided by total food sales

Ideal Cost % = ( Sum of [Units Sold × Recipe Cost] ÷ 

Food Sales ) × 100

Your POS system and recipe management software make this much easier, but 
the concept matters even if you're calculating it manually for key items.

The Variance: Where Your Money Is Going

Variance = Actual Food Cost % − Ideal Food Cost %



A small variance (1-2%) is normal; the real world isn't a spreadsheet. But when 

variance climbs above 3-4%, you have a problem, and it has a specific cause. 

Understanding the cause is how you fix it.

Ideal vs. Actual Comparison Table
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Scenario

Well-Managed

Average

Problem Kitchen

Crisis Level

Ideal Food 
Cost (%)

27%

27%

27%

27%

Actual Food 
Cost (%)

29%

32%

37%

42%

Variance

+2%

+5%

+10%

+15%

Monthly 
Impact ($100k 

sales)

$2,000 loss

$5,000 loss

$10,000 loss

$15,000 loss



What's Driving Food 
Costs Up in 2026
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Running a restaurant right now is genuinely hard. Understanding 
why food costs are under pressure in 2026 is important because 
some of the forces are temporary, and some are structural.

1. Continued Inflation on Key Ingredients

This is a newly emerged pressure point. In a recent mid-year survey of 5,000+ 

U.S. Restaurant locations, almost 80% said that tariffs are having an impact on 

their business in 2026, and many foresee an additional 10-25% increase in food 

costs. Imports range from seafood and niche produce to some cheeses, olive oil, 

and chocolate.

2. Tariff Impact on Imported Ingredients

This is a newly emerged pressure point. In a recent mid-year survey of 5,000+ 

U.S. Restaurant locations, almost 80% said that tariffs are having an impact on 

their business in 2026, and many foresee an additional 10-25% increase in food 

costs. Imports range from seafood and niche produce to some cheeses, olive oil, 

and chocolate.



3. Supply Chain Fragility

Supply chain volatility became the new normal for the post-pandemic world. The 

days when one or two suppliers would handle the purchasing for a restaurant 

have evaporated. Owners understand now that single-supplier reliance is 

dangerous. Redundancy is being added back into purchasing.

4. Consumer Pullback

Diners, particularly those earning less than $40,000, are coming to restaurants 

less often, and when they are, they're not spending as much. This reduces 

revenue, making it more difficult to control the food cost percentage even with 

steady ingredient costs. A smaller number of sales at the same fixed purchasing 

volume = a larger food cost percentage.
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5. The Breakfast Boom

Here’s one bright spot with a price side effect: breakfast. The demand is 

incredible. Prices for omelets are up 5.4% year over year. The morning 

commuter rush is up 7%, and delivery breakfast is up 15%. The chains adding 

breakfast daypart are learning of new costs for ingredients, perhaps in ways they 

weren't entirely ready for.



Menu Engineering: The 
Secret Weapon for 
Controlling Food Cost
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Menu engineering is the systematic process of analyzing every item on your 

menu by two variables: popularity and profitability. It's one of the highest-

leverage tools any restaurant operator has, and it costs nothing to 

implement beyond time and data.

The framework was developed by academic researchers in the 1980s and has 

been used by chains and independents ever since. Every major restaurant group 

from Darden Restaurants (Olive Garden, LongHorn Steakhouse) to Yum! Brands 

(Taco Bell, KFC) use some version of menu engineering to optimize their 

offerings.

The Menu Engineering Matrix

Items are placed into four categories based on where they fall on two axes: 

profitability (contribution margin, not food cost %) and popularity (number of 

times sold).

High popularity 

High popularity Low profit

Plowhorses

High popularity High profit

Stars ⭐

Low 
profitability 

High 
profitability 

Low popularity Low profit

Dogs

Low popularity High profit

Puzzles

Low popularity 
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STARS:

High profit, high popularity. These are your money-makers. Protect them. Feature 

them prominently. Never mess with what's working. Example: A signature burger 

that costs $4.50 to make and sells for $16, people love it, and it makes a great 

margin.

PLOWHORSES:

Low profit, high popularity. These are being ordered in huge volumes. Your 

choices are: increase the price by a small percentage, slightly reduce the portion 

size, source it cheaper, or add a low-cost accompaniment with it. Example: A 

fan-favorite pasta

PUZZLES:

High profit, low popularity. These make a great margin when ordered, but not 

enough people know about them. Fix this with better menu placement, server 

recommendations, or highlighting. Example: A vegetarian bowl with a 28% food 

cost that diners overlook because it's buried in the back of the menu.

DOGS:

Low profit, low popularity. These are the menu dead weight. Cut them, or 

completely overhaul them, new presentation, new ingredients, new positioning. 

Example: A labor-intensive appetizer that almost nobody orders and that loses 

money when someone does.



5 Proven Strategies to 
Reduce Food Cost
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Now we get to the action part. Here are twelve strategies that 
work in the real world, with examples from brands you'll 
recognize.

Strategy 1: Conduct Inventory More Frequently

Most operators do inventory once a month. High-performing restaurants do it 

weekly, sometimes twice a week, for high-value, high-waste items like fish, beef, 

and dairy.


The more frequently you count, the faster you catch problems. If your food costs 

are running high in week two of the month, you still have two more weeks to 

correct course. If you only find out at the end of the month, the money is already 

gone.

Action step: Start weekly inventory counts for your top 20 most 

expensive ingredients. These are your "key items," and they drive the 

majority of your food cost.

Strategy 2:  Standardize Every Recipe: No Exceptions

This is non-negotiable. If three different cooks are making your signature salmon 

dish and each one is using a slightly different amount of butter and portioning 

the fish differently, your food cost on that dish will vary wildly night to night.


Standardized recipes with precise gram-level or ounce-level measurements are 

the foundation of consistent food cost control.
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Real-world application:

McDonald's is legendary for this. Every burger, every portion of fries, every sauce 

packet is standardized at a level most restaurants never achieve. That 

standardization is a core reason they can maintain food costs in the 25–30% 

range even across thousands of locations.

Action step: Create or update recipe cards for every menu item. Include 

portion weights, prep yield (e.g., a 10-lb bag of potatoes yields 7.5 lbs 

usable after peeling), and a photo of the finished plate.

Strategy 3:  Train Staff on Portion Control

Having standardized recipes only works if your kitchen team actually follows 

them. Invest in portioning equipment and make sure everyone uses it 

consistently.
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Tools that pay for themselves immediately:

Portioning scales (weigh proteins, especially)


Ladles of specific sizes for sauces and soups


Scoops for rice, pasta, and sides


Portion bags for prepped items

The Math
 If your recipe calls for 6 oz of chicken and your cook consistently gives 
7 oz, that's 1 extra ounce per plate. At $0.45/oz, that's $0.45 extra per 

dish. If you sell 80 chicken dishes a day, that's $36/day or over $13,000 
a year in unbudgeted food cost.

Strategy 4:  Manage Waste Aggressively: Track It by Category

Food waste is one of the biggest drivers of the gap between ideal and actual 

food cost. Studies show that over 38% of fruits and vegetables and 21% of dairy 

products and eggs go to waste in the food service industry due to inaccurate 

demand planning and poor storage practices.

Set up a waste tracking log in your kitchen. Every time something gets thrown 

out, whether it's a burned steak, spoiled produce, or a portioning error, it gets 

logged with a reason code.
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Waste Tracking Template:

Reason Estimated 
Cost

Date Item Quantity

Nov 2 Salmon fillet 2 portions Spoilage $18.00

Nov 3 French fries 3 portions Overproduction $2.40

Nov 4 Caesar salad 1 portions Kitchen error $3.20

After two weeks of tracking, patterns emerge. Maybe you're consistently over-

prepping fish on Sundays. Maybe a specific line cook is burning more proteins 

than anyone else. You can't fix what you don't measure.

Creative waste reduction: Repurpose surplus intelligently. Use vegetable 

scraps for stocks and soups. Turn day-old bread into croutons, 

breadcrumbs, or a bread pudding dessert. Transform leftover roasted 

chicken into a chicken salad or quesadilla.
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Strategy 5:  Engineer Your Menu Pricing Using the Formula

Most restaurant owners price their menu based on gut feeling, competitor prices, 

and what "sounds right." That's a recipe for financial trouble.
25

Use this formula instead:

Menu Price = Plate Cost ÷ Target Food Cost Percentage

Example:

Menu Price = $8.50 ÷ 0.30 = $28.33

 If your salmon dish costs $8.50 to produce and you're 
targeting a 30% food cost:

Round that to $28 or $29, depending on your market.

Menu Price = $8.50 ÷ 0.27 = $31.48
If you want to be more aggressive (target 27% food cost):

This is cleaner math, and it gives you an actual foundation for pricing decisions 

rather than intuition.



Common Mistakes That 
Inflate Food Cost
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Here are the most common food cost killers, organized by how 
often they appear and how much they typically cost:

Mistake How It Hurts
Estimated 
Cost Impact

No recipe costing
You're guessing at 
margins

Up to +8% food cost

Inconsistent portioning
Overpouring and 
over-plating

+2–4% food cost

Poor inventory rotation
Spoilage and 
waste

+2–5% food cost

Infrequent inventory counts
Problems go undetected 
for weeks

+1–3% food cost

No waste tracking
Can't identify or 
fix waste

+1–4% food cost

Ordering too far in advance
Over-purchasing leads 
to spoilage

+1–2% food cost

Not updating recipe costs Old cost data leads to 
wrong pricing

Variable

Employee theft
Usually, proteins, alcohol, 
and small items

+1–3% food cost

Vendor price changes undetected
Margins erode 
silently

+1–3% food cost

Over-complex menu Too many ingredients, too 
much spoilage

+2–5% food cost



A Food Cost Reduction 
Action Plan (30-60-90 Days)

Don't try to fix everything at once. Here's a practical phased 
approach:

DAYS 1–30: Measure and Understand

The first step is always getting clear on where you actually are.
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Action What It Gives You

Complete a full physical inventory 

count
Your baseline beginning inventory

Pull all food invoices for the last 3 

months
Total purchase data

Calculate your actual food cost 

% for last month
Your starting point

Cost out your top 10 best-selling 

menu items
Identify over- and under-priced dishes

Set up a weekly waste log Begin identifying waste patterns

Creative waste reduction: Repurpose surplus intelligently. Use vegetable 

scraps for stocks and soups. Turn day-old bread into croutons, 

breadcrumbs, or a bread pudding dessert. Transform leftover roasted 

chicken into a chicken salad or quesadilla.
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DAYS 1–30-60: Fix the Obvious Leaks

Expected ImpactAction

Update recipe cards for all high-

volume items

Implement FIFO in all storage areas

Retrain kitchen staff on portion 

standards

Call top 3 vendors and 

renegotiate

Remove 2–3 "dogs" from the 

menu

Start weekly inventory counts

Reduce portioning inconsistency

Reduce spoilage

Close the variance gap

Reduce purchase costs by 2–5%

Reduce ingredient complexity and 

waste

Catch issues within days, not weeks

Goal by Day 60: Reduce actual food cost percent by 2–3 percentage 

points.
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DAYS 61–90: Optimize and Systematize


Action Expected Impact

Implement RMS or POS inventory 

integration

Engineer menu for cross-utilization

Reprice any menu items outside 

the target range

Build seasonal specials around 

low-cost ingredients

Set formal food cost KPIs and 

review weekly

Automated tracking and alerts

Reduce ingredient count and spoilage

Align pricing with actual costs

Control costs without sacrificing quality

Institutionalize accountability

Goal by Day 90: Operating at a stable, targeted food cost percentage, 

with systems in place to maintain it.



Final Thoughts 
Let's come back to where we started.

But the operators who actually 
understand these numbers, who know 
their food cost percentage off the top 
of their head, who can tell you which 
menu items are stars and which are 
dogs, who conduct weekly inventory 
and track waste by category, those 
are the operators who are still open 
five years from now. Those are the 
ones who have the margin to reinvest, 
to hire better people, to upgrade the 
dining room, to weather a slow 
season or a supply chain shock.

Being busy isn't the same as being 
profitable. You can have a packed 
dining room and still be losing money. 
You can be working 70-hour weeks 
and taking home less than your 
dishwasher's hourly rate because 
somewhere in your kitchen, the math 
isn't working.


Food cost isn't glamorous. It doesn't 
get Instagram followers or Yelp 
reviews. Nobody walks out of a 
restaurant saying, "The variance 
between ideal and actual food cost 
was excellent tonight."

The formula is simple. The discipline is the hard part. Start 
today, start small, and stay consistent.

That's what separates the restaurants that survive from the ones that 
become cautionary tales.

Explore More Restaurant Management Resources

Looking to improve food cost, inventory control, menu pricing, 
and restaurant profitability? Browse free tools, templates, 
calculators, and operational guides built for restaurant owners 
and managers.

Explore Restaurant Resources

https://restaurantassociation.com/resources
https://restaurantassociation.com/



