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How do I set my Menu prices? 

• Pricing is more ART than SCIENCE 

• Should be strategic – designed to meet a long-

term goal, i.e. 
• Produce “X” profit after covering all costs 

• Generate sufficient volume (Sales/Sq Ft, or Avg. 

Customer Count) 

 



You may have heard the old exchange: 

 

Q: What is the secret of success? 
A: Success comes from good judgment. 

Q: Well, where does good judgment come 
from? 
A: Good judgment comes from experience. 

Q: OK, but where does experience come 
from? 
A: Experience comes from bad judgment! 

The joke would be funnier if it weren't so accurate! 

 
 
 



Common Menu Pricing Methods 

 

 

Ideal Food Cost Pricing Method 

 

 

 

Competition Pricing Method 

 



Very Common  

Food Cost Pricing Method 

      Raw Food Cost      X    3       =    $12.75 



Ideal Food Cost Pricing Method 

   Food Cost    ÷    COGS %    =    Menu Price 

             $4.25           ÷      .33          =       $12.88 

             $4.25           ÷      .30          =       $14.16 



Another example 
Filet Mignon Dinner. 

• The beef filet costs you $6.00 per portion 

• The wrap (the potato, vegetable, salad and 
bread that comes with the filet, as well as any 
condiments the guest asks for) costs $2.50* 

• Therefore, the entire meal costs you $8.50.  

Raw Cost ÷Target COGS = Menu Price 

      $8.50  ÷ .35= $24.29  
*If decide to wrap in bacon, cost increases, so must retail – everything 
on the plate counts! 

But $24.29 is an awkward number,  

 so   $24.29?   $23.99?    $24.49?    $24.99 ?    $29.99? 

 



Questions to Consider BEFORE 
Pricing Your Menu 
What kind of menu item is it? (e.g., appetizer, entrée, dessert, side dish)  

What is the direct labor involved in its preparation?  

What is the portion size?  

Is it a seasonal item with limited availability?  

Is it a "commodity" or a "specialty" item on your menu?  

Is it a demand-driven or market-driven menu item?  

What kind of restaurant are you? (e.g., fast-food, fast-casual, limited-service, 

fine-dining)  

What meal period are we pricing it for? (e.g., breakfast, lunch, dinner)  

Where is the restaurant? (e.g., center city, suburban, office building, resort 

area)  

Who is your target market or clientele? (e.g., local residents, tourists, business 

people, shoppers)  



Questions to Consider BEFORE 
Pricing Your Menu  (cont’d) 
What is the perishability of the product and its cost? (e.g., live lobster, fresh 

seafood)  

What is the service delivery method in the restaurant? (e.g., table service, self-

service, drive-thru)  

What is the check average you seek?  

What are the prices of other menu items in the same menu category and the 

spread among items in other categories?  

What are the prices of complimentary and competing items of the menu?  

What is the ambience of the restaurant?  

What is the plate presentation for the menu item?  

Is there live entertainment or music in the restaurant?  

What is the status of the restaurant in the market? Is it one of the top 

restaurants in the market?  



• 30 – 30 – 30 – 10 
   COGS – Labor – GAO - Profit 

• 22% – 35%  food cost (COGS) 

    so, more like  33 – 27 – 32 – 8 for QSR 

                     25 -- 40 – 27 – 8     for Full Table Srvc 

• Variable by category 
i.e., Appetizers – 25% 

      Entrees – 35% 

      Desserts – 20%  

      Beverages – soft drinks (fountain) 10% coffee/ 
  tea 15%, draft beer 18%, btld beer 25%, 
  liquor 20%, wine 40% 

      

 

Rules of Thumb 



Target COGS – Category Mix 
CATEGORY      COGS      % TOT SALES 

Appetizers – 25%  20% 

Entrees –     35%  55% 

Desserts –    20%   10% 

Beverages – 15%  15% 

If total sales of $250,000 

Overall COGS = .25(250K*.20) + .35(250K*.55) 

                             + .2(250K*.1) + .15(250K*.15) 

      = .25(50K)+.35(137.5K)+.2(25K)+.15(37.5K) 

      =  12.5K+48.1K+5K+5.6K 

      =   $71.2K   = $71,200 Cost of Good Sold  

COGS    =  $71,200 ÷ $250,000 = 28.5% 

 



KNOW YOUR COSTS!! 

Recipe Mapping –   Inventory Master  



KNOW YOUR COSTS 

Recipe Mapping –  

    



CONTROL YOUR COSTS  
Recipe Mapping – Recipe Control 



Determining Menu Item Price 

Retail Price = Item Cost ÷Target COGS % 

           = 6.19  ÷ .33 

                  = $18.76 

 

Your Menu Price? 



• Assign prices based on the general market price 

• Same as competitors 

• Lower 

• Higher 

• Still need to calculate Food Cost % 

• Find a way to meet both goals 

May need to lower your food cost through prep 
methods, smaller portion size, lower quality 
ingredients, etc. 

Competition Pricing Method 



Competition Pricing Method 

 

 

 

1. Do  your research  -- all the time 
Watch DIRECT competitors closely 

Keep secondary competitors in mind 

• Online reviews – yours and theirs 

 (Yelp, Trip Advisor, Zagat, Google Reviews) 

• Review competitor websites, online menus 

• Keep your ears open – listen to customers, ask 
servers, talk to suppliers 

• Get industry reports  

• Field Research – patronize the competition, take 
notes,  

 

 



Competition Pricing Method 

 

 

 

2. Evaluate/compare other concepts/operations to 
yours 

3. Fix any obvious problems 

4. Develop a strategic edge  

• Whenever possible, avoid competing on price alone 

• Develop your own strengths 

• Exploit competition’s weaknesses 

 



Competitor Pricing Survey 
Competitor Pricing Survey             

                                

Competitor     Competitor #1 Competitor #2 Competitor #3 Competitor #4 Competitor #5 Competitor #6             

Distance (blocks or miles)                 Price Points 

      

Pour size 

(ounces) Price Price Price Price Price Price   Average Lower Quartile Median Upper Quartile Max Price 

Bottled beer                             

  Domestic   12 $2.25 $2.75 $2.50 $2.25 $3.00 $3.50   $2.71 $2.31 $2.63 $2.94 $3.50 

  Premium domestic   12 $1.00 $1.25 $1.50 $5.00 $6.00 $7.00   $3.63 $1.31 $3.25 $5.75 $7.00 

  Import   12 $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Premium import   12 $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

Draft 

Beer - 

Reg.                               

  Domestic     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Premium domestic     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Import     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Premium import     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Brewery     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

Draft 

Beer - 

Lrg..                               

  Domestic     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Premium domestic     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Import     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Premium import     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Brewery     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

Competitor Pricing Survey             

                                

Competitor     Competitor #1 Competitor #2 Competitor #3 Competitor #4 Competitor #5 Competitor #6             

Distance (blocks or miles)                 Price Points 

      
Pour size 
(ounces) Price Price Price Price Price Price   Average 

Lower 
Quartile Median 

Upper 
Quartile Max Price 

Bottled beer                             

  Domestic   12 $2.25 $2.75 $2.50 $2.25 $3.00 $3.50   $2.71 $2.31 $2.63 $2.94 $3.50 

  Premium domestic   12 $1.00 $1.25 $1.50 $5.00 $6.00 $7.00   $3.63 $1.31 $3.25 $5.75 $7.00 

  Import   12 $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Premium import   12 $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

Draf
t 
Beer 
- 
Reg.                               

  Domestic     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Premium domestic     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 



Competitor Pricing Survey 

Competitor Pricing Survey             

                                

Competitor     

Competitor 

#1 

Competitor 

#2 

Competitor 

#3 

Competitor 

#4 

Competitor 

#5 

Competitor 

#6             

Distance (blocks or miles) 2 blk 1 mile 1/2 blk         Price Points 

        Price Price Price Price Price Price   Average 

Lower 

Quartile Median 

Upper 

Quartile 

Max 

Price 

Appetizers                             

  Item #1     $4.95 $5.95 $5.95 $4.50 $6.50 $7.95   $5.97 $5.20 $5.95 $6.36 $7.95 

  Item #2     $1.00 $1.25 $1.50 $5.00 $6.00 $7.00   $3.63 $1.31 $3.25 $5.75 $7.00 

  Item #3     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Item #4     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Item #5     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

Ent

rée 

Sal

ad

s                               

  Item #1     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Item #2     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Item #3     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Item #4     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Item #5     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

Sid

e 

Dis

he

s                               

  Item #1     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Item #2     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Item #3     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Item #4     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Item #5     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

Competitor Pricing Survey             

                                

Competitor     Competitor #1 Competitor #2 Competitor #3 Competitor #4 Competitor #5 Competitor #6             

Distance (blocks or miles) 2 blk 1 mile 1/2 blk         Price Points 

        Price Price Price Price Price Price   Average 

Lower 
Quartile Median 

Upper 
Quartile Max Price 

Appetizers                             

  Item #1     $4.95 $5.95 $5.95 $4.50 $6.50 $7.95   $5.97 $5.20 $5.95 $6.36 $7.95 

  Item #2     $1.00 $1.25 $1.50 $5.00 $6.00 $7.00   $3.63 $1.31 $3.25 $5.75 $7.00 

  Item #3     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Item #4     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Item #5     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

Ent
rée 
Sal
ads                               

  Item #1     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Item #2     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 

  Item #3     $1.00             $1.00 $1.00 $1.00 $1.00 $1.00 



Calculating Menu Item Price 

Shrimp & Pasta dinner 

Competitor Pricing: 

    Zynodoa $32 

    Mill St Grill  $17.79  

    Kathy’s   $12.95 

    Byer’s Street Bistro $15 

    Depot Grill   $19.99 

Your Menu Price? 



Demand-Driven Pricing 

 



From Calculation to Actual Price 

• $14.16 is an odd (strange) Price Point 
• the two most common “last” numbers on menu prices are 5 

and 9 

• Psychological pricing    • $4.99 vs $5.00 

• “$5” vs “$5.00      •  $2.49 vs $2.99   •  $7.95 vs $8.25 

• Numbers to the left of the decimal 

• Numbers to the right of the decimal 

 

   Food Cost    ÷    COGS %    =    Menu Price 



Not Just Pricing - Profitability 



Tweaking:  
Menu Design & Profitability 

 

• Showcase high-profit items (< 3) in a box to highlight them 

• Put your most profitable items as either the first two or last two 
in a list (customers remember these longer) 

• Place popular, but cheap/low-profit items in less conspicuous 
spaces 

• Keep prices in the body of the description paragraph, not off in a 
column to the side 

• Try putting a very expensive item on the menu that is similar to 
another item which is less expensive but highly profitable 

 



You know the Target COGS based on your 
formulas… 

 

How do you know your Realized 

COGS? 

When you’re not hitting your 

Ideal/Prime Cost % Target 



OR 



Prime Cost: (COGS + Labor) 
Full Service   65% or less  

Limited Service  60% or less  

 

Rules of Thumb –  

   Most Important  

Maybe 25 – 40 – 25 - 10 Maybe 38 – 25 – 27 - 10 





When you’re not hitting your 

Ideal/Prime Cost % Target 

• Identify any Control Issues Keeping You from 

Hitting Your Target -- Then Correct Them  

• Waste 

• Portion Control 

• Receiving problems 

• Theft 

• Unrecorded sales 

• Accounting Error(s) 

• Outdated ingredient costs on recipe mapping 



When you’re not hitting your 

Ideal Cost % Target 

• If not a Control Issue,  

• Raise Prices 

• Lower Costs 

• For labor intensive items, buy pre-prepared 

• For simple to fix items, prepare from scratch 

• Cut back staffing 

• Use less expensive ingredients 

• Reduce portion sizes 

• Use suggestive selling/menu design to increase # 

of menu items with higher profitability (shift the 

mix) 

 



When you’re not hitting your 

Ideal/Prime Cost % Target 

Change the Target 

• Prepared or from scratch? 

• Less expensive ingredients. 

• Reduced portions 

• Menu engineering 

• Vendor negotiation 

 

 



Evaluate Current Profitability 

When you’re not hitting your 

Ideal Cost % Target 



What’s Your Menu PQ ? 

What is your Profitability Quotient (PQ)?  
 

If you answer "no" to any of questions on the handout I have for you,  

you could be leaving thousands of dollars in gross profit on the 

table. . .  

 

you could be missing out on as much as 15% of your gross profit 

 

 

 

 

 
See: “What’s your Menu PQ” by Banger Smith on SV SBDC site.  

 


