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QUICK VERDICT

Verdict: food cost per dish does NOT decide your profitability; contribution margin per
dish does. The traditional method chases the lowest food cost percentage and ends up
promoting cheap dishes that leave minimal dollars per cover. The Masterestaurant method
ranks the menu by contribution-margin dollars x table turnover: it identifies the 6-8 dishes
that pay your prime cost and break-even, and retires those that consume dining-room
capacity without funding EBITDA. With wages and benefits already at 36.5% of sales in
full-service (National Restaurant Association 2025), governing contribution margin is no
longer a kitchen tactic — it is owner-level decision architecture.

* Executive Brief Strategic brief - CEOs, boards & investors - 13 minread - 2026-07-10
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This brief is for the owner or board that needs to know, in under three minutes, why a menu can post a healthy
average food cost and still fail to generate cash. The answer is contribution margin per dish: the dollars each
dish leaves after its variable ingredient cost, before payroll and rent.

The mistake | see over and over: teams optimize food cost percentage dish by dish and ignore how many real
dollars each one puts in the register per cover and per hour of occupied table. A dish at 24% food cost can leave
less absolute margin than one at 31%.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

Menu decision metric

Prime cost target (food +
labor)

Max food cost per dish

Governed average check

Card acceptance cost per dish

Volatile input risk (protein)

Link to break-even

TRADITIONAL METHOD
(ISOLATED FOOD COST)

X Food cost % per dish (chases
the lowest)

X Food cost viewed alone; labor
already at 36.5% of sales (NRA
2025), ungoverned

X No formal ceiling; 40%+
dishes survive on 'gut feel'

X Accepts whatever lands;
casual dining US$15-35/person
(One Haus 2025), undesigned

X Ignores the fee; 2.36% avg
Visa/Mastercard 2025 (Motley Fool
2025) eats the margin

X Reacts after prices rise; US
cattle herd lowest in 75 years
(USDA ERS 2026)

X Dish is disconnected from
break-even; computed separately
and late

MASTERESTAURANT METHOD
(CONTRIBUTION MARGIN + MENU
ENGINEERING)

v Contribution-margin $ per dish x table
turnover

v" Prime cost governed as a system: <60-
65%, with a menu that funds the 36.5%
labor (NRA 2025)

v £32% as a hard ceiling per dish,
exceptions justified by absolute margin

v"  Designed toward the segment's high
end via menu engineering (One Haus 2025
baseline)

v"  Deducts 2.36% (Motley Fool 2025)
from contribution margin before pricing

v" Anchors input territory risk (herd at 75-
year low, USDA ERS 2026) into menu
redesign

v Each dish contributes known $ to
break-even; menu covers fixed costs by
design

1. Why doesn't a good average food cost guarantee cash flow?

A good average food cost doesn't guarantee cash flow because it measures a percentage, not the dol-
lars each dish leaves after its variable ingredient cost.

This brief is for the owner or board that needs to know, in under three minutes, why a menu can have a solid av-
erage food cost and still fail to generate cash. The answer is contribution margin per dish: the real dollars that hit
the register per cover, before labor and rent. With wages and benefits already at 36.5% of sales in full-service
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(National Restaurant Association 2025) and the average casual dining check between US$15 and US$35 per
person (One Haus 2025), a low food cost percentage isn't enough: the menu must actively finance that prime
cost with absolute dollars, not with percentage points that never cover a payroll. The mistake | see over and
over is optimizing food cost percentage dish by dish while ignoring how many real dollars each one brings in per
cover and per hour of occupied table time.

2. The mistake | see over and over in menus

A dish with 24% food cost can leave less absolute margin than one at 31%. I've seen it in dozens of restaurants:
the menu chases the lowest percentage, ends up promoting cheap dishes, and each table leaves minimal dol-
lars per hour. With the fast casual check between US$11 and US$16 per person (One Haus 2025) and the me-
dian food service wage at US$14.92 per hour (U.S. Bureau of Labor Statistics, May 2024), every hour of table
time wasted on a low-absolute-margin dish is an hour of payroll no one financed. The percentage deceives; the
dollars don't. Contribution margin per dish is real money, while food cost is just a percentage, and the register
gets paid with money, not percentages. A dish with 24% food cost and US$6 of absolute margin performs worse
than one at 31% with US$14 of margin, if both occupy the same table for the same time.

3. Food cost is a percentage; contribution margin is money

That's the trap in the traditional method. At Masterestaurant we don't chase the lowest percentage: we measure
the dollars each dish leaves after its variable cost, because those dollars face a prime cost where wages weigh
36.5% of sales in full-service (National Restaurant Association 2025). With casual dining billing US$15 to US$35
per person (One Haus 2025), the right question is never 'which dish has the lowest food cost?', but 'how many
dollars does each dish leave per cover?'. The Masterestaurant method optimizes the menu as a unit economics
system, not dish by dish. The traditional method looks at each recipe in isolation; we cross three variables at
once: contribution margin per dish, table turnover, and average check. A dish only deserves prominence on the
menu if its absolute margin, multiplied by how many times its table turns in an hour, beats its neighbors.

4. The Masterestaurant method: the menu as a unit economics system

With the casual dining check at US$15 to US$35 per person and fine dining above US$60 (One Haus 2025), the
design changes radically by format. Diego F. Parra puts it this way: the menu isn't a list of profitable recipes, it's
a machine that produces margin dollars per hour of occupied table. Optimizing the whole system, not the isolat-
ed pieces, is what separates a menu that bills from one that just looks cheap. Labor stopped being a back-
ground figure and became the constraint the menu has to actively finance with its contribution margin. With
wages and benefits at 36.5% of sales in full-service and 31.7% in limited-service (National Restaurant
Association 2025), well above the ~33% historical norm, no low food cost saves a poor absolute margin. The di-
rect federal minimum wage for tipped employees remains US$2.13 per hour (U.S.

5. Labor is no longer context: the menu must finance it

Department of Labor 2025), but in California the minimum reaches US$16.50 per hour in 2025 (State of
California / Paychex 2025): geography multiplies the weight of payroll on each dish. That's why contribution mar-
gin per dish matters more than ever: each cover must leave enough dollars to cover its share of a prime cost
that no longer forgives. The menu finances labor, or labor eats the menu. Input risk is designed into the menu,
not suffered in the kitchen, and today it's urgent. The U.S. cattle herd is at its lowest level in 75 years (USDA
ERS 2026), which pushes up the variable cost of every meat dish and erodes its contribution margin without
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warning. A restaurant that anchors its menu to volatile proteins bets its margin on a market it doesn't control. The
Masterestaurant method designs the menu so absolute margin doesn't depend on a single strained input: ex-
pensive-protein dishes are balanced with high-margin, lower-exposure dishes.

6. Input risk is designed, not suffered

Add the card processing cost —an effective in-person rate of ~1.79% plus US$0.08 per transaction (The Motley
Fool 2026)— and every defended margin dollar counts. Designing risk in advance protects cash; ignoring it
leaves cash at the mercy of the USDA. The owner or board should decide to stop measuring the menu by aver-
age food cost and start measuring it by contribution margin dollars per hour of occupied table. That's the metric
that pays the register. With a restaurant closure rate of 14% to 17% in the first year (U.S. Bureau of Labor
Statistics / UC Berkeley) and an SBA loan default rate for restaurants of 12% to 15% under normal conditions
(Crestmont Capital 2026), there's no room to finance dishes that look cheap but leave minimal dollars. The
concrete decision: reorder the menu by absolute margin and turnover, retire low-margin-per-hour dishes, and
protect volatile inputs.

7. What the owner or board should decide in three minutes

At Masterestaurant we call this moving from percentage accounting to dollar engineering. A change of metric,
executed this week, changes next quarter's cash. Food cost is a percentage; contribution margin is money.
Cash is paid in money, not percentages. A dish at 24% food cost and US$6 of absolute margin yields less than
one at 31% and US$14, if both occupy the same table for the same time. The traditional method optimizes dish
by dish; the Masterestaurant method optimizes the menu as a unit-economics system, crossing margin, table
turnover and average check (casual dining US$15-35/person, One Haus 2025). Payroll is no longer context:
with wages and benefits at 36.5% of sales in full-service (NRA 2025), the menu must actively fund that prime
cost, not just food cost. Input risk is designed, not endured: with the US cattle herd at its lowest in 75 years
(USDA ERS 2026), beef dishes need explicit territory risk in their target margin.

POINT BY POINT

Traditional method vs Masterestaurant method, criterion by criterion

METRIC THAT RANKS THE MENU

A - TRADITIONAL METHOD (ISOLATED B - MASTERESTAURANT Contribution-
FOOD COST)

margin dollars per dish x table turnover.
Food cost percentage per dish (chases the

lowest).

Verdict: Masterestaurant wins: cash is paid in margin dollars, not food cost percentages.
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TREATMENT OF PAYROLL

A - TRADITIONAL METHOD (ISOLATED B - MASTERESTAURANT Prime cost to
FOOD COST)

fund: the menu is designed to cover the

Unavoidable fixed cost; not part of menu 36.5% labor of sales (NRA 2025).

design.

Verdict: Masterestaurant wins: with labor at historic highs, the menu must actively fund it.

HANDLING THE CARD FEE

A - TRADITIONAL METHOD (ISOLATED B - MASTERESTAURANT Deducts the
FOOD COST)

2.36% (Motley Fool 2025) from margin

Ignored when pricing. before deciding.

Verdict: Masterestaurant wins: a healthy gross margin can end up thin net after the fee.

CONNECTION TO BREAK-EVEN

A - TRADITIONAL METHOD (ISOLATED B - MASTERESTAURANT Each dish
FOOD COST)

contributes known dollars to break-even;

Break-even computed separately and late. the menu covers fixed costs by design.

Verdict: Masterestaurant wins: break-even is decided by the owner, not by menu chance.

SIDE-BY-SIDE COMPARISON
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Traditional method: chasing the lowest food cost KITCHEN TACTIC

X

X

Decides the menu by food cost percentage, not margin dollars.

Promotes 'cheap-to-make' dishes that leave little absolute margin per cover.

Treats payroll (36.5% of sales in full-service, NRA 2025) as an unavoidable fixed cost, not a variable to
fund.

Ignores the card fee (2.36% Visa/Mastercard 2025, Motley Fool) when pricing.

Computes break-even separately, late, and disconnected from the menu.

Masterestaurant method: governing contribution margin MASTERESTAURANT

v

v

Ranks the menu by contribution-margin $ x table turnover.

Applies menu engineering: identifies stars, plowhorses, puzzles and dogs with data.

Governs prime cost as a system (food + 36.5% labor, NRA 2025) toward <60-65%.

Deducts card fee and waste from margin before pricing or retiring a dish.

Connects each dish to break-even: the menu covers fixed costs by design.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

TRADITIONAL METHOD MASTERESTAURANT METHOD
(ISOLATED FOOD COST) (CONTRIBUTION MARGIN + MENU
ENGINEERING)

Menu decision metric X Food cost % per dish (chases v Contribution-margin $ per dish x table
the lowest) turnover

Prime cost target (food + X Food cost viewed alone; labor v Prime cost governed as a system: <60-

labor) already at 36.5% of sales (NRA 65%, with a menu that funds the 36.5%
2025), ungoverned labor (NRA 2025)

Max food cost per dish X No formal ceiling; 40%+ v £32% as a hard ceiling per dish,
dishes survive on 'gut feel' exceptions justified by absolute margin
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Governed average check

Card acceptance cost per dish

Volatile input risk (protein)

Link to break-even

THE NUMBERS THAT MATTER

TRADITIONAL METHOD
(ISOLATED FOOD COST)

X Accepts whatever lands;
casual dining US$15-35/person
(One Haus 2025), undesigned

X Ignores the fee; 2.36% avg
Visa/Mastercard 2025 (Motley Fool
2025) eats the margin

X Reacts after prices rise; US
cattle herd lowest in 75 years
(USDA ERS 2026)

X Dish is disconnected from
break-even; computed separately
and late

MASTERESTAURANT METHOD
(CONTRIBUTION MARGIN + MENU
ENGINEERING)

v Designed toward the segment's high
end via menu engineering (One Haus 2025
baseline)

v' Deducts 2.36% (Motley Fool 2025)
from contribution margin before pricing

v Anchors input territory risk (herd at 75-
year low, USDA ERS 2026) into menu
redesign

v Each dish contributes known $ to
break-even; menu covers fixed costs by

design

The numbers that govern margin per dish in 2026

36.9%

Wages and benefits as % of

sales (full-service, 2024 median)

31.7%

Wages and benefits as % of sales
(limited-service, 2024 median)

2.36%

Average combined Visa/Mastercard
interchange rate (2025)

39 us

Casual dining average check
ceiling per person (2025)

[£]

YEARS

US cattle herd at its lowest
level in 75 years (protein risk)
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17 %

First-year restaurant closure rate (top of range)

VISUALIZATION

The numbers, visualized

Wages and benefits as % of sales (full-service, 2024 median)

Wages and benefits as % of sales (limited-service, 2024 median)

Average combined Visa/Mastercard interchange rate (2025)

Casual dining average check ceiling per person (2025)

US cattle herd at its lowest level in 75 years (protein risk)

YEARS

First-year restaurant closure rate (top of range)

Sources: National Restaurant Association 2025 - The Motley Fool 2025 - One Haus 2025 - USDA ERS 2026 - U.S.
Bureau of Labor Statistics / UC Berkeley

Chart by masterestaurant.com

REAL CASE

“l had a star steak at 24% food cost, the lowest on the menu, and we pushed it every service. When we
ranked the menu by contribution-margin dollars we found it left US$7 per cover while a pasta at 31% left
US$13 on the same table. We changed the menu design and the floor recommendation. Same cover count,
same month: total contribution margin rose double digits without touching prices. Average food cost
'worsened' by a point and cash improved. That day | understood the percentage had been lying to me.”

— Owner of a 90-seat full-service restaurant, working with the Masterestaurant method

HOW TO APPLY IT IN YOUR RESTAURANT
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Strategic roadmap: from isolated food cost to governed margin

@ Phase 1 — Unit economics diagnosis (week 1-2)
Deliverable: a contribution-margin matrix per dish (price — real variable ingredient cost, net of
waste and the 2.36% card fee from Motley Fool 2025). Success metric: 100% of the menu with
absolute margin in dollars and its turnover per service documented, and food cost per dish
under the 32% ceiling.

@ Phase 2 — Menu engineering and redesign (week 3-6)
Deliverable: menu reordered by margin x turnover, with stars highlighted, puzzles repositioned
and dogs retired or redesigned; a floor-team recommendation script. Success metric: raise
average contribution margin per cover 28% without pushing average check above the segment
range (casual dining US$15-35, One Haus 2025).

@ Phase 3 — Prime cost and break-even governance (month 2-4)
Deliverable: a monthly dashboard connecting total contribution margin to prime cost (food +
36.5% labor, NRA 2025) and break-even, with alerts for volatile inputs (protein, herd at a 75-
year low, USDA ERS 2026). Success metric: governed prime cost <60-65% and break-even

covered by menu design, not by hope.
FAQ

Owner questions about contribution margin per dish

What is contribution margin per dish and why does it rule over food cost?

It is the selling price minus that dish's variable ingredient cost: the dollars left to pay payroll, rent and profit. It
rules over food cost because cash is paid in money, not percentages: a dish at 31% food cost can leave more
absolute margin than one at 24%, and that is the one funding your EBITDA.

What is the recommended maximum food cost per dish?

The maximum is 32% food cost per dish, and it is a ceiling, not a target. Above 32% the dish erodes margin
unless its absolute dollar margin and turnover justify it. Payroll and rent are not charged to the dish: they go to
break-even, with labor already at 36.5% of sales in full-service (NRA 2025).

How does the card fee affect margin per dish?

The combined Visa and Mastercard interchange rate averaged 2.36% in 2025 (Motley Fool 2025), and that
point-plus comes straight out of your contribution margin on every card-paid cover. The Masterestaurant method
deducts that fee before pricing or deciding whether a dish stays, because a margin that looks healthy gross can
end up thin net.
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How much does it cost NOT to govern contribution margin?

It costs the business: between 14% and 17% of restaurants close in their first year (BLS / UC Berkeley), and a
recurring cause is a menu with good average food cost but insufficient absolute margin to cover a prime cost
where labor already weighs 36.5% of sales (NRA 2025). Not governing margin lets the menu decide your break-
even instead of you deciding it.

DATA & SOURCES

Sector data 2026 (official sources)

Verifiable industry benchmarks from official, non-commercial sources (government, industry associations,
market research) - not competitors.

Metric Benchmark 2026 Source

. National Restaurant Association,
Food cost servicio completo

. 32,0% de las ventas en 2024 Restaurant Operations Data Abstract
(mediana)
2025
o National Restaurant Association,
Food cost servicio completo con 33,7% de las ventas en 2024 )
. Restaurant Operations Data Abstract
ventas bajo $2M (vs 31,0% en los de $2M+)

2025

o National Restaurant Association,
Costo laboral servicio completo .
36,5% de las ventas en 2024 Restaurant Operations Data Abstract

(sueldos+beneficios, mediana)
2025

o National Restaurant Association,
Costo laboral servicio limitado

. . 31,7% de las ventas en 2024 Restaurant Operations Data Abstract

(sueldos+beneficios, mediana)

2025
Nomina como parte del gasto del Mas del 25% de los gastos en )

Toast / Restaurant Dive 2024
restaurante 2024, arriba del 23% en 2021
Margen operativo pre-impuestos del 10,66% promedio (dataset

NYU Stern (Damodaran) 2024
sector restaurantero 2024)

Propiedad Intelectual de Masterestaurant® — Exclusivo para Lideres de Sector - masterestaurant.com
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