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Menu Engineering 

by Sandra Janković 

 
Marendica is a small local fast-food restaurant that has offered a variety of 
simple meat and fish dishes in an unchanged form for a number of years. Two 
months ago a new diner opened across the street from Marendica. The new 
place offers similar dishes to Marendica, but the dining environment is more 
pleasant and upscale and the prices are slightly higher. Luka, the owner and 
manager of Marendica, has been facing some serious problems in his 
business: In the last two months his turnover has dropped by over 30 per 
cent, which has substantially decreased his profit. Luka is very concerned and 
afraid for his business. Since the summer season is about to begin, which is 
traditionally the highest revenue grossing period of the year, Luka has 
decided to update his menus by doing the following:  
 

1. Changing the prices of certain menu items (dishes) 
2. Introducing some new menu items (dishes) 
3. Discontinuing some unprofitable menu items (dishes) 

 
Unfortunately, Luka does not know the individual profitability of the menu 
items that he serves, and has therefore decided to seek advice from a local 
consultant. The consultant asked Luka to provide the following information 
for the last two-month period: the number of items sold, item selling prices 
and item costs. After a few days, Luka gave him the following table:    
  
Table 1: Maredica’s menu items 
Menu item # Sold Selling price Item food cost 

1. Kebab (Ražnjići) 104 4.1 1.2 

2. Meat patties (Čevapčići) 408 1.1 1.2 

3. Burger (Pljeskavica) with cheese 268 4.8 1.1 

4. Grilled chicken  240 5.5 1.1 

5. Grilled veal 44 6.2 1.9 

6. Grilled tuna 414 6.2 1.8 

7. Grilled calamari 162 6.8 2.4 

8. Grilled sardines 628 4.8 1.0 

9. Grilled hake 204 5.5 1.3 

Total 2,472 
 

 

 

  The consultant promised Luka he would complete a menu analysis within 
seven days along with suggestions for further action to increase Marendica’s 
overall profitability. After the seven-day period, Luka attempted to contact 
the consultant on numerous occasions, but without success.  



 2 

 
It turns out the consultant planned to go on vacation, and he has not done 
what he promised. A day before he left, he e-mailed Luka only the 
information in Table 2. He has asked to meet in three weeks’ time (after he 
comes back from vacation) to discuss possible action. In the meantime, the 
consultant has suggested that Luka looks into the data by himself. Please 
could you help Luka and suggest some action and implications for overall 
profitability, because he cannot wait three weeks? 
 
Figure 1 Luka’s Menu Engineering Matrix 
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Question for students 

1. Are the menu items priced correctly? 
2. Which menu items are you going to change the price of? Why? 
3. Would you recommend that Luka discontinues some menu items? 
4. Would you recommend that Luka introduces some new menu items? 

 
 
Points for discussion 
➢ Which factors influence a food service operation's menu prices? 
➢ Which pricing approaches and techniques of menu pricing are suitable 

for food services? 
➢ What is the difference between pricing based on food cost percentage 

and pricing based upon contribution margins?Which operational 
variables can be used for menu analysis: contribution margin, food cost 
percentage, popularity, selling pric 
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Table 2: Luka’s menu engineering 

Menu item 
# 
sold 

Selling 
price 

Item 
food 
cost 

Total 
sales 

Total 
food 
costs 

Item 
contribution 
margin 

Total 
contribution 
margin 

Food  
cost % 

Profitabilit
y 

Popularit
y 

Classificatio
n 

Kebab (Ražnjići) 104 4.1 1.2 427 126.8 2.9 300.6 29.7 Low Low Dogs 
Meat patties 
(Čevapčići) 408 4.1 1.2 1,677 480.7 2.9 1,196.1 28.7 Low High 

Plough 
horses 

Burger (Pljeskavica) 
with cheese 268 4.8 1.1 1,285 290.0 3.7 994.9 22.6 Low High 

Plough 
horses 

Grilled chicken 240 5.5 1.1 1,315 266.3 4.4 1,048.8 20.3 High High Stars 

Grilled veal 44 6.2 1.9 271 84.4 4.2 186.8 31.1 High Low Puzzles 

Grilled tuna 414 6.2 1.8 2,552 737.3 4.4 1,814.8 28.9 High High Stars 

Grilled calamari 162 6.8 2.4 1,110 390.6 4.4 719.0 35.2 High Low Puzzles 

Grilled sardine 628 4.8 1.0 3,011 645.2 3.8 2,365.8 21.4 Low High 
Plough 
horses 

Grilled hake 204 5.5 1.3 1,118 265.5 4.2 852.3 23.8 High High Stars 

Total 2,472     12,766 3,286.7   9,479.1 25.7%       

                      
Average contribution margin  =  3.83             
Average popularity = 70% * 1/n  =  70*1/9 = 7,78%  
Average popularity =192    

 
 Total sales in 2 months 12,766   
 Total food costs 3,286.7    
 Food cost percentage 25.7%   
 Average contribution margin [(12,766 – 3,286.7) / 2,472 ] = 3.83 
 Average popularity  70% x 1/9 = 7,8% ;  2,472 * 7,8 % = 192  





 

 

 


