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1. Know Your Prime Cost Before Anything Else

Most restaurant owners know their revenue. Far fewer know their prime cost — and that gap is where
profits disappear. Prime cost is simple: food cost plus labor cost combined. Industry standard says
prime cost should stay below 65% of total sales. Above that, you're likely working hard but barely
breaking even. Here's what a healthy restaurant looks like: - Food cost: 28—-35% of revenue - Labor
cost: 28—-32% of revenue - Prime cost combined: under 65% Full-service restaurants average 3—9%
profit margins. That's thin. Every dollar over your prime cost target comes straight out of that margin.
The fix isn't always cutting costs. Sometimes it's raising prices on slow-moving items or trimming
portions on high-cost dishes. But you can't fix what you don't measure — and most operators
measure it too late.

Tip: Pull your prime cost every single week, not monthly. A monthly look means you're already four
weeks behind on a problem that compounds fast.

2. Build a Slow-Season Cash Reserve

Every restaurant has a slow season. For most, it's January and February. For beach towns, it might
be October. For ski resorts, it's summer. The operators who survive slow months without pain are the
ones who plan for them during busy months. The goal is straightforward: set aside a fixed percentage
of weekly gross during your top 4-6 months. A smart target is 3—5% of weekly revenue into a
separate account. If you gross $80,000 a month in peak season, that's $2,400-$4,000 per month
being reserved. Industry data shows the average restaurant holds only 16 days of cash reserves.
That's a razor-thin runway when a slow February hits and covers drop 30—-40%. Treating your
slow-season fund like a fixed expense — not optional savings — changes the whole equation.

Tip: Open a separate business checking account just for reserves. Keeping it separate makes it
psychologically harder to raid. Also know your break-even cover count for your slowest month before
it arrives.

3. Engineer Your Menu Like a Profit Machine

Menu engineering is one of the most powerful tools a restaurant has — and most owners only look at
it once a year, if that. Every item on your menu is either making you money or costing you money.
Menu engineers classify dishes into four buckets: - Stars: High profit, high popularity. Protect these. -
Plowhorses: Popular but low margin. Raise price or reduce portion. - Puzzles: High margin but low
seller. Market them harder. - Dogs: Low margin, low popularity. Cut them. Studies show the top 20%
of menu items drive 60—80% of total sales. A bloated 80-item menu is mostly clutter. A focused menu
of 30—40 items is easier to execute, reduces waste, and typically delivers higher margins across the
board.

Tip: Run your menu mix report quarterly. Sort by gross profit dollars — not just percentage. A 30%
margin on a $25 entrée beats a 40% margin on a $10 appetizer every single time.



4. Schedule Labor Based on Real Data

Labor is your second-biggest cost and your most controllable one — if you use data instead of gut
feel. Most restaurants over-staff on slow shifts and under-staff on surprise rushes. Both kill your
margin. The key metric is labor cost per cover (per guest served). If your average check is $18 and
you're spending $8 in labor per cover, you're already in trouble. A well-run casual dining operation
targets $4—%6 in labor per cover. Your POS system holds months of hourly sales data. Use it. Look at
revenue by day of week and hour of day. Schedule your team to match those real patterns — not
your best-case assumptions. Also watch overtime closely. Even one employee hitting 40+ hours
regularly adds up fast, especially in states with overtime multipliers.

Tip: Build your schedule starting with sales projections, not staff availability. Availability is a constraint
you work within — not the starting point for building the week.

5. Negotiate Vendor Terms Like a CFO

Most restaurant owners pay invoices when they arrive. That's leaving money on the table. How and
when you pay vendors is a cash flow lever most operators never pull. Net-30 terms mean you have
30 days from the invoice date to pay. For a restaurant buying $25,000 a month in food and supplies,
that's $25,000 sitting in your account for an extra 30 days instead of your distributor's. That buffer can
cover payroll, a slow week, or an unexpected repair without stress. Here's how to start: ask. Broadline
distributors like Sysco or US Foods often have standard net-30 terms for accounts with consistent
order history. Independent purveyors can be even more flexible. Also look at payment timing
strategically. Paying on Thursday instead of Monday can shift your cash position significantly
depending on your weekly revenue cycle.

Tip: Build a vendor payment calendar. Map out when invoices are due alongside your expected
weekly revenue. Spot the gaps before they become emergencies — not after.

6. Turn Slow Nights Into Revenue Events

Monday and Tuesday nights are killers for most restaurants. Rather than accepting low covers as a
fixed reality, the best operators treat off-peak slots as revenue opportunities. Some proven
approaches: - Private dining / buyouts: A $2,000 minimum buyout on a Monday beats 20 walk-in
covers at an $18 average check. - Chef's tasting menus: High perceived value, fixed prep cost,
minimal waste. A curated 4-course menu at $65-$85 per person performs well on slow nights. - Wine
dinners and cooking classes: These add $500-$2,000 in revenue on nights that would otherwise be
dead. - Loyalty rewards for off-peak visits: Low cost, drives measurable return traffic. Industry data
shows restaurants that run structured off-peak programming average 12—-18% higher annual revenue
than those that don't.

Tip: Pick one slow night and commit to one recurring event format for 90 days. Test before you scale.
Consistency builds the audience — rotating formats don't.



7. Cut Waste Before It Cuts You

Food waste is a silent profit killer. The average restaurant wastes 4-10% of all food purchased. For a
restaurant doing $750,000 in annual sales, that's $25,000-$75,000 per year — most of it
preventable. The three biggest waste categories are over-production, spoilage, and trim waste.
Over-production: Use your sales history to prep closer to actual demand. Most operators prep to their
best day, not their likely day. Spoilage: First-in, first-out (FIFO) storage discipline is free and cuts
spoilage dramatically. Walk your coolers daily. Trim waste: Cross-utilize proteins and vegetables
across multiple dishes so nothing leaves the kitchen as trash. Reducing food waste from 8% to 4%
on a $30,000/month food spend saves $1,440/month — that's $17,280 per year straight back to your
bottom line.

Tip: Do a weekly waste audit. Have a line cook log everything thrown away for one full week. The
numbers will surprise most operators — and the fix is usually simple once you see the data.
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