
MRU Deep Dive Webinar
January 14, 2026

Understanding the Financial Pressures Facing Independent Restaurants

CONTROLLING 
PRIME COSTS

MRU Deep Dive

Mass Restaurants United | Deep Dive Series



Mass Restaurants United | Deep Dive Series

meet the speakers

Patrick O’Donnell
Solutions Engineer | R365

Restaurant operations leader and former
equity partner with deep POS expertise,

helping operators implement and optimize
technology to maximize efficiency and value.

Meg Blair 
Business Consultant | Snow & Blair

Accounting and business consultant specializing
in practical tools for restaurant operators,

including AI-driven vendor pricing review, cost
control strategies, and reporting methods to

quickly identify and address slippage.

Harold Smith
Hospitality Specialist | SpotOn

Hospitality technology expert with 25 years
of industry experience, helping independent

and multi-unit restaurants improve
operations, payments, and profitability

through practical, data-driven solutions.

Moderator



Helping operators understand prime cost clearly
Sharing practical, real-world controls
Showing how data (not gut feelings) protects margins
Exploring tools that support different sizes and stages
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This session is about:



Examples:
Labor: wages, payroll taxes, benefits
COGS: food, beverage, paper, key disposables

Why it matters:
Prime cost is usually 55–70% of total sales
Small changes = big impact on profit
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What is Prime Cost?
Prime Cost = Labor + Cost of Goods Sold (COGS)



Before strategy comes visibility.
You need:

Sales data
Labor data
Purchasing and inventory data

Key question:
How close to real time does your operation reasonably need to be?
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Knowing Your Prime Cost: The Foundation



Speed often = cost—but that gap is closing.
Consider:

Daily data: fast decisions, higher system complexity
Weekly data: strong control for most independents
Monthly data: better than nothing, but reactive

There is no “one right answer”—only what fits your operation
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Real-Time vs. Right-Time Data
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Labor: You should aim to keep your labor costs somewhere
between 28-33% of your total revenue

COGS: COGS = the starting inventory + purchases – ending inventory

The 30% to 35% rule is a good guideline for the average cost of 
goods sold for restaurants

Operators: We want to help team members Control their Controllables 

What Are Our Controllables?



Understanding Prime Costs

Prime Costs = Labor + Cost of Goods Sold (COGS)

60% = 30% + 30%
Key role in profitability
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Why Prime Cost Matters

•

•

Lower Prime Costs = Higher Profitability

 Efficient forecasting and strategic scheduling 

•Optimized purchasing, automated price monitoring and menu engineering 
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Industry Benchmarks for Prime Cost

Breaking Down Prime Cost:
•

•

Labor Costs (% of Sales) QSR: 25% - 30% 
Full-Service: 30% - 35%
Fine Dining: 35% - 40%

COGS (% of Sales) Food Costs: 25% - 35% 
Beverage Costs: Alcohol: 18% - 24% 
Soft Drinks & Coffee: 10% - 15%
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Challenges in the Industry
Common Problems Restaurants Face

•

•

•

Rising food costs

Labor shortages

Customer complaints & bad reviews
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Daily Labor Review Report
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What it does:
 •

•

•

•

•

•

Current sellingprice

Ingredient costs

Margins

Cost of goods percentage

Quantities sold

Compare your menu items 



Daily, Automated Profit and Loss Statements
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Resources

Prime Costs Guide: 10 Ideas to Reduce Food and Labor Costs
Cost Control Tips for the Independent Restaurant Owner
Eli's Restaurant Group Recoups $1.1M Prime Cost
Kabob House Slashes Prime Costs by 11%
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https://www.restaurant365.com/guides/prime-costs/
https://www.restaurant365.com/webinars/recorded-webinars/cost-control-tips-for-the-independent-restaurant-owner/
https://www.restaurant365.com/case-studies/elis-restaurant-group-recoups-1-1-million-prime-cost-gap-during-pandemic-with-restaurant365/
https://www.restaurant365.com/case-studies/kabob-house-slashes-prime-costs-from-72-to-61-with-restaurant365/
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Resources
P&L 101

Free resources for restaurants

Profit Margin Calculator

https://www.spoton.com/blog/how-to-read-a-restaurant-pnl/
https://drive.google.com/file/d/14DjQcA7YIId-B-MfXJHrZO2-vnOF0l_e/view?usp=sharing
http://spoton.com/profit-margin-calculator/

