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This report is a directional finance briefing for owner-operators. Nothing in it is tax or legal advice. Benchmarks are compiled
from public industry surveys, association data, and hands-on operator interviews. Use it as a mirror, not a rulebook.
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How to read the numbers

Every benchmark in this report is a range. Ranges beat single numbers because the same line item
performs differently for a 40-seat cafe than for a 220-seat steakhouse. When you compare your P&L
to the ranges, aim for the middle of the band. If you are outside the band, ask why before you act.

Every ratio is calculated as a percent of net sales unless we say otherwise. Net sales means gross
sales minus voids, comps, promotions, and sales tax collected.
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Ol1. Executive summary

The independent restaurant P&L in 2026 is a game of prime cost discipline against a backdrop of
stubbornly higher fixed costs. The operators who make money next year are not the ones with the
trendiest menus. They are the ones who close their books by the tenth of the month, hold prime cost
inside a defined band, and repay debt on a defined schedule.

Thefivefindingsthat matter

1. Prime cost bands narrowed. The window between healthy and struggling operators tightened.
Concepts that ran a 62 percent prime cost in 2023 are now the ones losing money. The new working
range for most independents is 55 to 63 percent, with the best operators trending toward 55 to 58.

2. Food inflation cooled, but menu prices already moved. Guests noticed. Traffic softness
continued through 2025 in most segments. Menu engineering, not another price increase, is where
the margin comes from in 2026.

3. Labor is structural, not cyclical. Higher minimums, tip credit changes, and a permanently smaller
applicant pool mean labor percent will not walk back to 2019 levels. Plan around a 28 to 34 percent
labor band and design the concept, menu, and hours to fit that band.

4. Occupancy plus insurance is the silent killer. Rent bumps landed alongside 20 to 40 percent
property and liability insurance renewals in many markets. Occupancy plus utilities plus insurance
now often exceeds 12 percent of sales. That leaves less margin for error everywhere else.

5. Off-premise mix is not free money. After third-party commissions, packaging, and delivery labor,
the effective margin on a delivered order is often half of the dine-in equivalent. Operators who
understood channel math got out of unprofitable partnerships in 2024 and 2025 and are stronger for
it.

The rest of this report gives you the numbers behind these findings and twelve levers you can
pull inside the next quarter.
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02. The 2026 macr o backdrop

Three forces set the frame for restaurant finance in 2026: guest price sensitivity, wage floors, and
capital costs. Every P&L decision either responds to one of these or ignores one of them.

Guest price sensitivity

Menu prices are elevated in every segment. Guests continue to eat out, but they trade down inside
the same restaurant. Appetizers, add-ons, and premium beverages are the categories that soften
first. Operators who track category mix week over week are the ones who see this early and respond
with menu engineering rather than blanket promotions.

Wage floors

State and municipal minimums moved again in most operating markets. Tip credit is under legislative
pressure in several jurisdictions, which reshapes back-of-house-to-front-of-house pay balance and
changes menu pricing math. If you have not modeled a no-tip-credit scenario for your concept, do it in
Q1 2026.

Capital costs

The rate environment has stabilized higher than the last decade. Operators looking to refinance an
SBA note or fund a second unit are underwriting to different debt service coverage requirements.
Lenders want to see prime cost discipline and a repeatable close before they say yes.

The macro is not the enemy. The enemy is running your restaurant like the macro of 2019.
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03. Cost of goods and food inflation

Food cost as a percent of sales stabilized in 2025 but at levels three to five points above 2019. The
categories that moved most: proteins, dairy, and packaging. The categories that moved least:
produce and shelf-stable dry goods, though both remain volatile week to week.

Food cost bands by concept

Concept Healthy Watch Concern
Full service casual 28 t0 32% 33 to 35% over 35%
Full service upscale 30 to 35% 36 to 38% over 38%
Fast casual 28 to 32% 33 to 35% over 35%
Quick service 26 to 30% 31to 33% over 33%
Bar-forward concept 22 to 28% 29 to 32% over 32%
Pizza / italian 24 to 30% 31 to 33% over 33%

What actually drives cost creep

Recipes are the loudest culprit but rarely the biggest one. Waste, portion drift, and receiving are
usually where the money leaks. A weekly line-check on the ten highest cost recipes, a scale at the
pass, and a receiving standard that says no to short or wrong deliveries recovers more margin than
any single price increase.

Menu engineering matters. Categorize every item on the menu by contribution margin and popularity,
then reprice, redesign, or remove the losers. Two rounds per year is a healthy cadence.
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04. Labor: the structural squeeze

Labor is the single line item where the most money is being left on the table by well-intentioned
operators. The problem is rarely wage rate. The problem is schedule design that does not match the
sales curve.

L abor bands by concept

Concept Healthy Watch Concern
Full service casual 28 t0 32% 33 to 35% over 35%
Full service upscale 30 to 34% 3510 37% over 37%
Fast casual 24 to 28% 29 to 32% over 32%
Quick service 2210 26% 27 10 30% over 30%
Bar-forward concept 22 to 28% 29 to 32% over 32%

Wheretheleverage actually is

First, sales-per-labor-hour, tracked daypart by daypart. If lunch does 60 dollars per labor hour and
dinner does 110, you are not scheduling the same way for both. Second, split-shift design and station
coverage. Third, salaried manager coverage overlap. Trim the overlap by two hours per day and the
labor line moves visibly.

Tip credit and no-tip-credit modeling

If your state kills the tip credit, front-of-house wages jump and menu prices need to rise or a service
charge needs to be introduced. Model this before it happens. Operators who have already run the
scenario are calmer when the change lands and faster to implement a fix.
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05. Prime cost benchmar ks by concept

Prime cost, food plus labor, is the single most important number on the P&L for independents. It is the
number that predicts profitability better than any other and the number that lenders and buyers
examine first.

Concept Healthy Watch Concern
Full service casual 55 to 60% 61 to 65% over 65%
Full service upscale 58 to 63% 64 to 67% over 67%
Fast casual 52 to 58% 59 to 63% over 63%
Quick service 50 to 56% 57 to 60% over 60%
Bar-forward concept 50 to 58% 59 to 62% over 62%
Pizza / italian 50 to 58% 59 to 62% over 62%

How to read your prime cost

A single month is noise. Track prime cost weekly, chart it on a rolling four-week basis, and compare
to your target band. If you are two points above target for three weeks in a row, the drift is real. The
response is either menu engineering, schedule redesign, or both. Blanket price increases at that point
are usually a mistake because they buy a quarter of margin but soften traffic for six.

Prime cost above the concern band for two consecutive months is a working-capital
emergency, not a menu problem. Get the cash flow model out.
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06. Occupancy, utilities, insurance

This is the quiet block that made 2025 painful for a lot of otherwise-well-run restaurants. Lease bumps
landed alongside insurance renewals that came in 20 to 40 percent higher in many markets. Utility
costs also drifted up, particularly for concepts with heavy equipment loads.

Fixed-cost bands by concept

Line item Healthy Watch Concern
Rent / occupancy 6 to 8% 9 to 10% over 10%
Utilities 210 3% 3t0 4% over 4%
Insurance (all) 1to 2% 210 3% over 3%
Total fixed block 9to 12% 13 to 15% over 15%

Wheretheleverageis

Occupancy is the hardest cost to change quickly, which is why the discipline is on the front end at
lease negotiation. If you already signed, the options are a renewal negotiation timed to your best
twelve months, a percentage-rent conversion, or subletting non-productive square footage. On
insurance, an independent broker quote every eighteen months is not optional at these renewal
levels.

Utilities respond to equipment discipline. Cook line down-times, walk-in temperature audits, and a
scheduled maintenance calendar shave one to two points off the utility line more often than operators
expect.
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07. Off-premise, third-party, and channel math

The gross sales column lies. Every off-premise channel carries a different real margin after
commissions, packaging, delivery driver labor, and refunds. Channel math is the single most
under-analyzed number on the independent restaurant P&L.

Effective margin by channel (illustrative)

Channel Gross take rate Packaging costEffective margin vs dine
Dine-in 0% n/a 100%

Direct online, own delivery 0to 3% 210 4% 80 to 90%
Direct online, third-party delivery 810 12% 210 4% 60 to 70%
Marketplace (third-party listed) 20 to 30% 210 4% 35 to 55%
Catering (own delivery) 0to 3% 3 to 5% 80 to 95%

What actually to do

Add a channel column to your weekly sales report. Track gross sales, effective sales after
commissions, refunds and error credits, and the labor allocated to each channel. Concepts that
thought delivery was profitable often discover after this exercise that it is not, or that specific dayparts
are unprofitable while others carry the channel. The response is not always to leave. Sometimes it is
to raise delivery-only menu prices, sometimes it is to pause specific dayparts, sometimes it is to
tighten the menu to items that travel well.
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08. The cash cycle and working capital

Cash is the layer under the P&L. A restaurant can post a healthy P&L and run out of cash because
inventory is bloated, vendor terms tightened, or debt service is unbalanced with the sales curve. The
cash cycle is the number of days between paying for inventory and collecting on the resulting sales,
and for restaurants it should be very short.

What healthy lookslike

Metric Healthy Watch Concern
Days of inventory on hand 5t0 8 9to 12 over 12
Days payables outstanding 20to 30 15to0 20 under 15
Operating cash / avg monthly opex over 1.0x 0.5to 1.0x under 0.5x
Debt service / monthly sales under 5% 51to0 8% over 8%

The two-hour weekly cash discipline

A weekly cash-flow sheet with the next four weeks of inflows and outflows is the single highest-return
spreadsheet in restaurant finance. Update it Monday morning. If a shortfall is coming, you see it two
to three weeks out, which is enough time to move a payment, accelerate a receivable, or tap a line of
credit without paying an emergency premium. Operators who do this run more calmly and sleep
better.

Debt service above 8 percent of monthly sales for a full quarter is a red flag that outweighs any
healthy P&L reading.
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09. Twelveleversfor 2026

None of these are new. The ones that move the P&L are the ones you actually operationalize.

1. Close the books by the 10th of the month. The number a lender or buyer trusts is the one
produced on a schedule.

2. Track prime cost weekly on a rolling four-week chart. Trailing four weeks kills the month-end
panic and shows drift early.

3. Menu-engineer twice a year. Contribution margin plus popularity, categorize, reprice or remove.

4. Schedule to sales-per-labor-hour by daypart. Design the schedule for the sales curve, not for
tradition.

5. Model a no-tip-credit scenario now. Do it before the legislature does it for you.

6. Requote insurance every 18 months with an independent broker. This is a Q1 line item, not a
Q4 renewal reflex.

7. Add a channel column to the weekly sales report. Effective margin after commissions is the
only number that matters.

8. Update the four-week cash-flow sheet every Monday. Two hours per week. Highest ROI
spreadsheet in the business.

9. Renegotiate vendor terms every 12 months. Payment terms are worth more than a one-time
discount.

10. Audit the recipe book quarterly. Portion drift and substitution creep leak more margin than any
single line item.

11. Sanity-check debt service against monthly sales. Above 8 percent for a quarter is a red flag
regardless of P&L.

12. Read your own P&L monthly with a pen in your hand. Not skim it. Read it. Write down the two
things you will do this month.
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10. How to usethisreport

Print it. Take a pen to it. Pull last month's P&L, compare every line to the healthy bands in sections 3,
4,5, 6, and 8, and mark the ones that are out of range. That first pass will produce a short list. Pick
the two highest-impact items and put them on this month's calendar.

Whereto go next

Restaurant Bottom Line publishes weekly articles that go deeper on prime cost, menu engineering,
cash flow, and vendor negotiation. The 60-Second P&L Grader at
restaurantbottomline.com/pl-grader/ turns the bands in this report into a live check against your own
numbers. The toolkit at restaurantbottomline.com/toolkit/ contains the working spreadsheets
referenced throughout.

Book a call

If you want to sanity-check a specific number on your own P&L, book a free 15-minute consultation
with The Pragmatic CFO. No pitch, no upsell. Bring the number, ask the question, get a plain answer.

About The Pragmatic CFO

The Pragmatic CFO writes Restaurant Bottom Line, a weekly newsletter and library for
owner-operators of restaurants who want to run the finance side of the business without a full-time
controller. Prior work spans multi-unit operations, small M&A, and fractional CFO engagements
across independent and small chain concepts.

Copyright 2026 Restaurant Bottom Line. This report may be shared internally and quoted with attribution. Republishing in full
requires written permission.
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