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Executive Guide

Be Accurate About 
Your Overall Costs
Determine Your  
Revenue Per Meal 
By Kim Hofmann, RDN, LD

Everyone can agree that keeping track of  costs is key to run-
ning a financially sound operation. But costs can vary greatly 
based on the size of  your district, the people you serve, and 
even where you are located. So it’s important to understand 
such variables to maintain a “profitable” business.

Know Your Costs Picture

It’s only when you know and understand your overall costs 
that you can make informed decisions on how to lower your 
costs per meal. Be aware of  your two main cost categories: 

•  Fixed costs – these remain the same, or relatively constant, 
during a given period of  time, regardless of  the number of  
people you serve.

•  Variable costs – these vary in direct proportion to your 
volume of  sales, or the number of  customers you serve. 

Most foodservice labor costs are fixed costs, with the excep-
tion of  overtime and substitute costs. You have little control 
over your fixed costs, since they generally are defined by a 
labor contract, and are firm until the contract changes. Sub-
stitute and overtime costs are variable, so you do have some 
control over these. So, if  you increase your meal participation 
without increasing your staffing, you can spread your fixed 
costs over more meals, and lower your cost per meal.

Analyze Your Per-meal Costs

When you want to analyze the financial health of  your organi-
zation, take a look at your income statement and your school 
nutrition program budget. Break down your revenue and 
expenses by meal, so you can get a true picture of  what they 
are costing you. 

Here is a useful approach to follow:
1.  Determine total meals served per day. Convert your 
daily à la carte sales, both student and adult, to meal equiva-
lents. Then add these meal equivalents to your reimbursable 
meal count to get total meals served per day.

2.  Determine your revenue. Include money from à la carte 
sales, as well as predicted government subsidies.

ADA 326 Current 150 175
  participation participation 
Meals per day 128 150 175
Revenue per meal $3.36 $3.36 $3.36
Labor cost per meal $1.61 $1.37 $1.18
Benefit cost per meal $0.88 $0.75 $0.64
Food cost per meal $1.34 $1.34 $1.34
Misc. cost per meal $0.10 $0.10 $0.10
Total cost per meal $3.93 $3.56 $3.26
Gain/Loss per meal <$0.57> <$0.20> $0.10

In this case, participation is the only variable. Labor costs 
are applied to a greater number of  meals, so the labor cost-
per-meal is reduced. However, don’t increase labor hours just 
because participation goes up. If  you do, you will lose money.

The school in this example relies mainly on convenience foods, 
and does very little scratch cooking. Its meals per labor-hour 
total is 12.8, which is on the low end of  the commonly used 
labor-hour benchmarks. If  this school would increase its 
participation to 150 meals per day, their per-labor-hour total 
would be 15. If  they could increase participation to 175, their 
meals per-labor-hour would be at 17.5, which is very close to 
the recommended meals per-labor-hour benchmark. 

Try using this formula to analyze your own numbers. The 
results might inspire you to find ways to increase participation, 
and improve your cost-per-meal figures, too.

1 Dorothy Pannell-Martin, Controlling Costs in the Foodservice Industry, 
(InTEAM Associates, 1998).

3.  Divide total revenue by total meals served, including 
meal equivalents, to determine your revenue per day. If  
you determine your revenue and meals-served numbers on a 
monthly basis, you will need to convert them to daily figures by 
dividing the monthly figures by the number of  serving days in 
the month. Finally, divide that figure by the average number of  
meals per day to determine your revenue per day.  

For example, if  your revenue for the month is $7,318.67, 
you would determine your revenue per day by dividing your 
monthly cost by the number of  serving days in the month: 
in this case, by 17. You would then divide that amount by the 
average number of  meals per day. 

This is how that would look:

$7319 ÷ 17 days ÷128 average meals = $3.36  
of  revenue per meal

A real-life example can help to illustrate this concept. Look at 
what happens to expenses when participation increases.

For additional training resources, see page 1


