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QUICK VERDICT

The metric most restaurants ignore is prime cost: food cost plus labor cost combined. The
National Restaurant Association (2024) documents that both food and labor costs rose
+35% each since 2019, so looking at food cost alone tells you nothing now. The right
reading of your restaurant financial metrics is: prime cost <60% of sales, food cost 28-35%
by segment, and a break-even point you know to the dollar. Whoever tracks a single
number decides blind.

£ Masterestaurant Study / Sector Synthesis Expert synthesis - cited industry sources - 11 min read

- 2026-07-16

INTELLECTUAL PROPERTY OF MASTERESTAURANT® — EXCLUSIVE FOR SECTOR LEADERS

This is a Masterestaurant Analysis: an expert synthesis of real public sector data —National Restaurant
Association, Toast, Square, U.S. Bureau of Labor Statistics, Technomic— read through the lens of a consultant
who has stood in the kitchen, at the register, and in the boardroom. It is not primary research with a proprietary
sample: the figures belong to the cited sources; Diego F. Parra's contribution is the interpretation, the segment
breakdown, and the reading of which decision each data point triggers.

Restaurant financial metrics are the owner's instrument panel. Most fly on a single gauge —usually food cost—
and crash the plane by never watching prime cost, break-even and contribution margin per dish. According to
the National Restaurant Association (2024), food and labor costs each grew +35% since 2019; in that
environment, cost structure outranks menu pricing.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

THE COMMON MISTAKE THE RIGHT METHOD (FULL DASHBOARD)
(ONE METRIC)

Target food cost (full service) X "Keep it low, don't know v 28-32% of price; hard ceiling 35% (National
the number" Restaurant Association 2024)

Prime cost (food + labor) X Not calculated v <60% of sales; QSR ~55-60%, full service
~60-65% (Toast 2024)
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THE COMMON MISTAKE THE RIGHT METHOD (FULL DASHBOARD)
(ONE METRIC)

Labor cost / sales X "Whatever payroll costs" v 25-35% by segment; +35% vs 2019
(National Restaurant Association 2024)

Monthly break-even X Unknown v Fixed costs + contribution margin; calculated
to the dollar

Contribution margin per dish X Not measured per dish v Price — variable cost; base of menu
engineering

EBITDA / net margin X "Whatever's in the v Typical net margin 3-6% full service (industry

account" 2024)

Opening CapEx (QSR) X Eyeballed v <US$150,000 for QSR/food truck (Square

2024)

Finding 1 — Prime cost: the indicator almost nobody watches, and it decides the year

The indicator most restaurants ignore is prime cost: food cost plus labor cost combined, measured as a percent-
age of sales. According to the National Restaurant Association (2024), both food and labor costs rose +35%
each since 2019, so watching food cost alone no longer tells you anything about the real business. I've seen it
again and again at the register: a restaurant with a 'healthy' 30% food cost feels calm while its prime cost
climbed to 68% on the labor side, and no margin survives rent and utilities after that. Diego F. Parra's operating
rule at Masterestaurant is simple: target prime cost between 55% and 60% of sales; above 65% the business
works to pay payroll and suppliers, not the owner. Measure both costs as a single weekly figure. A 30% food
cost can hide losses when labor cost spikes on the other side of prime cost. The National Restaurant
Association (2024) documents that labor cost grew +35% since 2019, the same jump as food, so the cheap hali
of prime cost stopped existing.

Finding 2 — Food cost alone lies: why 30% can still be a loss

At Masterestaurant we cap food cost per dish at 32% —a maximum, not a recommendation— but that isolated
number never says whether the restaurant earns: a dish at 28% food cost that needs three extra cooks to pro-
duce is a dish that loses money. Payroll and rent are NOT charged to the plate; they go to the break-even calcu-
lation. The mistake | see repeated is celebrating a low food cost while silent labor cost eats the margin. The fig-
ure that actually rules: weekly prime cost, food plus labor together, measured against that same week's sales.
Break-even is not an accounting luxury: it's the line separating gambling from deciding. Without knowing your
monthly fixed costs and the contribution margin per dish, any promotion or price hike is a blind bet. Contribution
margin —selling price minus the dish's direct variable cost— is what funds rent, payroll and profit; not the selling
price, which alone says nothing.

Finding 3 — Break-even and contribution margin: not optional

The National Restaurant Association (2024) reports a +35% rise in inputs since 2019, pressure you only absorb
with structure, not hunches. At Masterestaurant the order is: add fixed costs, calculate the weighted average
contribution margin, divide, and get how many covers a day you need to avoid a loss. That number —say 92
daily covers for break-even— turns every menu decision into arithmetic, not faith. Without it, raising prices 8%
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can cut traffic and sink sales. Menu engineering only works when you know the contribution margin per dish, not
its selling price. It's the classic error: the 'expensive' dish gets promoted assuming it earns more, when its vari-
able cost makes it the one that contributes least per cover sold. The correct logic crosses two axes —popularity
and contribution margin— to sort each dish into star, plowhorse, puzzle or dog, and reorder the menu toward
what earns most. With inputs +35% higher since 2019 per the National Restaurant Association (2024), this disci-
pline went from desirable to mandatory: every inch of menu must work.

Finding 4 — Menu engineering: it works on margin, not on selling price

In dozens of restaurants I've watched the average ticket rise 6% to 9% just by relocating stars and pulling dogs,
without touching a single price. The figure | chase isn't the dish price: it's how many dollars of contribution mar-
gin each cover leaves at the end of the shift. CapEx and OpEx tell different stories, and confusing them breaks
restaurants. Square (2024) places the opening of a QSR or food truck below 150,000 USD of initial investment
(CapEXx), but that number decides nothing about year two: what decides is monthly OpEx —prime cost, rent, util-
ities—. Many owners finance a brilliant opening and then discover OpEx eats them alive because they never
modeled recurring spend against realistic sales. The Masterestaurant discipline separates the two stories:
CapEx amortizes over years and belongs to the return analysis; OpEx is measured every week against the reg-
ister. A location that opened for 140,000 USD but runs at 68% prime cost and 12% rent-to-sales is technically
alive and financially dead.

Finding 5 — CapEx vs OpEXx: the one that opens isn't the one that survives

The right question isn't how much it costs to open, but how much it costs to operate each month and whether
sales cover it with margin. The restaurant owner's minimum dashboard is five figures reviewed every week, not
once a month when it's already too late. One: prime cost as a percentage of sales, target 55%-60%, alarm
above 65%. Two: food cost per dish, ceiling 32%. Three: labor cost as a percentage of sales, pressured by the
+35% the National Restaurant Association (2024) documents since 2019. Four: break-even in daily covers, so
you know from which sale you start earning. Five: weighted average contribution margin, the engine of menu en-
gineering. This is a Masterestaurant Analysis: an expert synthesis of public data —National Restaurant
Association, Toast, Square, U.S. Bureau of Labor Statistics, Technomic— read by Diego F. Parra with the lens of
someone who has stood in the kitchen, the register and the boardroom.

Finding 6 — The owner's minimum dashboard: five weekly figures

With these five figures the owner stops flying on a single instrument and sees the whole plane before crashing it.
A single metric (food cost) hides the real problem: the National Restaurant Association (2024) documents labor
cost up +35% since 2019, so a restaurant with a 'healthy' 30% food cost can be losing money on the other side
of prime cost. Break-even is not optional: without knowing fixed costs and contribution margin, any promotion or
price hike is a blind bet. Menu engineering only works when you know contribution margin per dish, not its sell-
ing price. CapEx and OpEx tell different stories: Square (2024) places a QSR or food truck opening below
US$150,000 (CapEXx), but it's the monthly OpEx —prime cost, rent, utilities— that decides whether the business
survives the year.

POINT BY POINT
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The common mistake versus the right method, criterion by criterion

MASTER METRIC

A - THE COMMON MISTAKE (ONE METRIC) B - MASTERESTAURANT Prime cost (food

Food cost only + labor)

Verdict: Prime cost wins: the National Restaurant Association (2024) documents +35% in labor
since 2019, invisible if you only watch food cost.

DISH COSTING
A - THE COMMON MISTAKE (ONE METRIC) B - MASTERESTAURANT Only variable
Loads payroll and rent onto the plate cost to the plate; fixed to break-even

Verdict: The right method separates: food cost measures the dish, break-even absorbs fixed
costs. Mixing them distorts contribution margin.

MENU DECISION

A - THE COMMON MISTAKE (ONE METRIC) B - MASTERESTAURANT Menu

Rank by selling price engineering by contribution margin

Verdict: Engineering by margin wins: Technomic (2024) shows 46% of operators know alcohol is
high margin; price doesn't tell you, margin does.
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SEGMENT READING

A - THE COMMON MISTAKE (ONE METRIC) B - MASTERESTAURANT Ranges by

One universal range for all segment (QSR, fast casual, full service)

Verdict: Breaking it down wins: a QSR and a full service don't share a target prime cost; one

universal number leads to wrong decisions.

SIDE-BY-SIDE COMPARISON

How the average owner reads it A SINGLE NUMBER

X

X

Watches only food cost and thinks that's enough

Doesn't split food cost from labor: never calculates prime cost

Doesn't know monthly break-even to the dollar

Confuses the bank balance with real profit (EBITDA)

Doesn't measure contribution margin per dish, so the menu isn't engineered

How a senior consultant reads it MASTERESTAURANT

v

v

Reads prime cost as the master metric: food + labor <60% of sales

Breaks it down by segment: QSR, fast casual and full service have different ranges

Calculates break-even from contribution margin, not by eye

Separates CapEx (opening) from OpEx (operations) to read unit economics

Applies menu engineering to contribution margin per dish, not to menu price

SIDE-BY-SIDE COMPARISON
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Side-by-side comparison

Target food cost (full service)

Prime cost (food + labor)

Labor cost / sales

Monthly break-even

Contribution margin per dish

EBITDA / net margin

Opening CapEx (QSR)

THE NUMBERS THAT MATTER

THE COMMON MISTAKE
(ONE METRIC)

X "Keep it low, don't know
the number"

X Not calculated

X "Whatever payroll costs

X Unknown

X Not measured per dish

X "Whatever's in the

account”

X Eyeballed

THE RIGHT METHOD (FULL DASHBOARD)

v 28-32% of price; hard ceiling 35% (National
Restaurant Association 2024)

v  <60% of sales; QSR ~55-60%, full service
~60-65% (Toast 2024)

v 25-35% by segment; +35% vs 2019
(National Restaurant Association 2024)

v Fixed costs + contribution margin; calculated
to the dollar

v' Price - variable cost; base of menu
engineering

v Typical net margin 3-6% full service (industry
2024)

v <US$150,000 for QSR/food truck (Square
2024)

The scorecard: sector figures cited by source

35 %

Rise in food costs since 2019 (U.S.)

35 %

Rise in labor costs since 2019 (U.S.)

150000 s

Opening CapEx for a QSR or food truck (max., 2024)

AB %

Respondents placing alcohol
among highest-margin categories
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98 %

Restaurant price increase in Colombia since Feb 2025

19.3%

Restaurant industry share of Mexico's tourism GDP

VISUALIZATION

The numbers, visualized

Rise in food costs since 2019 (U.S.)

Rise in labor costs since 2019 (U.S.)

Respondents placing alcohol among highest-margin categories

Restaurant price increase in Colombia since Feb 2025

Restaurant industry share of Mexico's tourism GDP

Sources: National Restaurant Association 2024 - Square 2024 - Technomic / Nation's Restaurant News 2024 -
ACODRES 2025 - SECTUR / CANIRAC 2024

Chart by masterestaurant.com

REAL CASE

“The mistake | see over and over: the owner celebrates a 29% food cost and never notices prime cost
climbed to 68% because labor got away from them. When | put the real break-even on the table —fixed
costs + contribution margin— they finally understand why cash is dry despite the 'good food cost." The full
dashboard isn't optional; it's the difference between operating on data and praying.”

— Diego F. Parra, restaurant consultant (Masterestaurant)

HOW TO APPLY IT IN YOUR RESTAURANT
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How to situate yourself: from food cost to the full dashboard

@ Calculate your real prime cost
Add total food cost and labor cost for the month and divide by net sales. Above 60% means a
structural capital leak. The National Restaurant Association (2024) documents both components
rising +35% since 2019: that's why prime cost, not food cost in isolation, is your master metric.

@ Set food cost by segment, not one universal number
A QSR and a full service don't share a range. Aim for 28-32% in full service with a hard ceiling of
35% (I never recommend going above it). Cost each dish's real variable cost, without loading
payroll or rent onto the plate: those belong to break-even, not to food cost.

@ Know your break-even to the dollar
Divide your monthly fixed costs by your average contribution margin (price — variable cost).
That's the sales level where you neither win nor lose. Without this number, every promotion or
price hike is a blind bet; with it, every decision is arithmetic.

@ Engineer the menu on contribution margin
Menu engineering ranks dishes by contribution margin and popularity, not by price. Push the
stars (high margin, high demand) and redesign the dogs. Technomic (2024) reports 46% of
operators place alcohol among the highest-margin categories: check whether your menu is
capitalizing on it.

FAQ

Frequently asked questions about restaurant financial metrics

What is the most important financial metric for a restaurant?

Prime cost —food cost plus labor cost combined— because it captures the two costs the National Restaurant
Association (2024) documents each rising +35% since 2019. It should stay at 60% or less of sales; watching
food cost alone hides half the problem.

What is a healthy food cost for my restaurant?

It depends on segment: 28-32% in full service is ideal, and 35% is the hard ceiling | never recommend
exceeding. Don't load payroll, rent or utilities onto the plate: those belong to break-even, not to the individual
dish's costing.
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How do I calculate my restaurant's break-even point?

Divide your monthly fixed costs by your average contribution margin (selling price minus variable cost per dish).
The result is the sales level where you neither win nor lose. Without that number, any promotion or price hike is

a blind bet.

What net margin is normal for a restaurant?

A full service's typical net margin runs 3-6% per industry data (2024); it's a thin-margin business where discipline
in prime cost and break-even rules. Distinguish EBITDA from your bank balance: they are not the same thing.

DATA & SOURCES

Sector data 2026 (official sources)

Verifiable industry benchmarks from official, non-commercial sources (government, industry associations,

market research) - not competitors.

Metric

Costo promedio del seguro de propiedad para
restaurante (EE. UU.)

Sobrecosto del seguro en restaurantes urbanos vs.

rurales (EE. UU.)

Sobrecosto de responsabilidad civil para
restaurantes con ventas mayores a $2M (EE. UU.)

Salario minimo federal directo para empleados con
propina en EE. UU.

Participacién de las propinas en las ganancias por
hora del personal de mesa (EE. UU.)

Salario minimo para trabajadores de servicio de
alimentos con propina en NYC (2025)

Benchmark 2026

=$740 al afo

60% mas caro

40% mas que
operaciones mas
pequenas

$2.13 por hora (mas
propinas)

58.5% del ingreso por
hora

$11.00 por hora (subié de
$10.65)

Source

MoneyGeek — Restaurant
Business Insurance Cost 2025

MoneyGeek — Restaurant
Business Insurance Cost 2025

MoneyGeek — Restaurant
Business Insurance Cost 2025

U.S. DOL — Minimum Wages for
Tipped Employees

Clockify — Tipped Minimum
Wage by State 2025

RBT CPAs — 2025 Minimum
Wage for Tipped Employees

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