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Disclaimer: 

Every canteen is different and all 

advice and information should 

be carefully considered in light 

of your specific circumstances. 
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This is Fact Sheet 3.1 from Series 3 Profitability and Costing 

 

Whether you wish to break even or make a profit, you certainly DO 

NOT WISH TO MAKE A LOSS. 

Most schools want to sell foods as cheaply as possible as a 

service to their students.  Profit depends on how efficiently the 

canteen is run.  The school canteen is a small business, and no 

small business can survive without following the principles of 

maximizing profit.  Even if your profit goal is NIL, you still need to 

run your business using the same analysis explained here.  

 

We know that Income – Expenses = Profit (or Loss) 

But ahead of time we can’t know what any of those figures will be.  

It is easier to predict our expenses and our profit than our income.  

So remembering algebra from school, we can swap our equation 

to get this: 

Income = Expenses + Profit. 

By using your audited figures from the previous year and marking 

them up a little for inflation, you can make a fairly accurate 

prediction of costs for the coming year.  Your committee will 

probably have a profit goal (wish), or there is a clear policy of 

“break-even” (ie, profit goal is $nil.).  It may seem strange to plan 

the amount of profit you want to make, but by re-expressing the 

equation you can see how much income you will need to cover 

profit and expenses. 

The canteen earns its income from selling food and only from 

selling food (perhaps also from fundraising, but we’ll ignore that 

on this occasion).  Therefore every single item of food sold must 

be “marked up” so that it covers its own cost plus makes its 

contribution both towards the other expenses of the canteen and 

the desired amount of profit.  To work out how much the mark-up 

should be another equation is needed. 

Total Expenses for the Year (Divided by) 

Food Expenses for the Year          x100% 

In a perfect world you would then apply this amount (eg 180%) to 

every item and hey presto you will achieve your profit goal.  

However, in the real world this won’t happen.  For some foods the 

market (ie parents or students) simply won’t bear the marked-up 

price, or there are recommended retail prices, or you are 

competing with local shops.   

You can break income down into about 3 different types of food 
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and each one can be marked-up differently as long as when you calculate the total income from 

each area there is still enough to cover expenses and profit. 

Snack-foods (in-out food):  items you buy, keep on a shelf, then sell.  These foods can have a lower 

mark-up because you haven’t had to do much to prepare it for sale. 

Commercially prepared food (Cooked and/or refrigerated):  things you buy in and then need to 

store in a fridge/freezer, or cook, before it can be sold.  These foods need more equipment and 

more work to prepare them for sale and therefore it is reasonable to put a higher mark-up on 

them. 

Food Cooked in the Canteen:  food cooked from scratch in the canteen has had a high input of 

equipment and labour, even if the ingredients were relatively inexpensive, and it is not 

unreasonable to put a mark-up of 200-300% on them. 

To get the best pricing for your goods you will need to work out how much you sell in the above 

three categories and work out a rough system for its mark-up. 

If, for example, one third of your total sales are foods you make in the canteen, and you are going 

to mark them up by 200%, you can afford to sell your snack foods at a much smaller mark-up.  

There is really no quick way through this.  You will have to work your way by trial and error through 

the maths. 

And now we get to the point.  None of this is possible if you do not keep adequate records in your 

canteen.  Record keeping is a subject that might make you groan, but without FACTS accumulated 

over TIME you cannot make DECISIONS.  You will only be making GUESSES.  Back in the day when 

canteens had lots of free, volunteer labour that was probably OK, but these days the wages bill for 

most canteens is the killer blow.  You must understand your costs so that you can work out how 

much you need to charge to cover those costs.  And to understand your costs you need to keep 

records.  Dull but true! 

What Records Does a Canteen Need in Order to Track Costs? 

 Stock ordered and its cost. 

 Daily records of foods ordered/sold. 

 Daily and weekly number of lunch orders. 

 Daily takings and banking. 

 Petty cash records. 

 Standard recipe costing sheets. 

 Stocktake should be taken at the end of each term with stock on hand valued at cost price. 

 The canteen books should be audited at the end of each year.  It is relatively easy to predict 

your expenses for the coming year once you have the accountant’s neat summary from the 

previous year. 

 Either the manager or the canteen treasurer will need to keep track of expenses in such a way 

that total food and total non-food expenses can be identified. 
 
This article is a summary of materials prepared by Margaret Campbell, Deidre Love and Jackie Stenhouse between 

2007 and 2011.  The information is generalized and we recommend that managers and committees consult with 

qualified and experienced people within their school community when tackling the complex problem of analyzing and 

improving canteen profitability. 

 

 

 

 

 

 

 

 

 

 


