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Application of Activity-Based Costing (ABC) to Restaurant Menu Costing
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Abstract

The purpose of this study was to apply the activity-based costing (ABC) model to restaurant menu costing, The
ovethead cost of six entrées in XYZ restaurant was calculated for all levels of activity. When comparing
activity-based costing with traditional costing applied to BBQ pork rib and an assorted seafood platter, the total
difference of costs between two items was 2,191 won in activity-based costing and 600 won in traditional costing.
The average food cost percentage of the six entrées was 27% using traditional costing, while the average
activity-based cost percentage was 40%. Therefore, there was a 13% difference between the actual margin volume
and the expected margin volume. The application of activity-based costing to the restaurant industry would be a
milestone from a cost point of view as well as from a process point of view. In particular, the limitation that
traditional costing only accounts for food costs could be overcome by considering the overhead cost as an important
part of the cost structure. Furthermore, activity-based costing would not only help to reduce the costs associated
with the process of analyzing the activities but it would also provide more accurate cost information for menu

pricing.
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Process Value Analysis (FOH)® Process Value Analysis (BOH)"
Set-up(NVA) = Seating customer(VA) = Take reservation Menu research(VA) = Specification(VA) = Purchasing(VA)
(VA) = Take personal phone calls(NVA) = Taking => Receiving(NVA) = Storing®NVA) = Moving product
orders(VA) = Drink preparation(VA) = Communicating (NVA) = Food preparation(VA) => Moving product(NVA)
with customers(VA) = Processing orders on POS system = Cleaning(NVA) = Line set-up(NVA) = Moving product
(NVA) = Wiaiting for food(NVA) = Serving food(VA) = (NVA) = Food preparation(VA) = Cooking(VA) =
Table maintenance(VA) => Presenting checks(VA) = Moving product(NVA) => Plate set-up(VA) => Expediting
Cleaning & setting up tables(NVA) (NVA) = Cleaning(NVA)

* VA = Value-Added, NVA = Non Value-Added * VA = Value-Added, NVA = Non Value-Added
Fig. 1. Process Value Analysis for an entrée (FOH) Fig. 2. Process Value Analysis for an entrée (BOH)

Table 1. Activity dictionary (Front-of-the-House)

Main Activities

Description

Taking orders, interacting with customers, greeting customers, explain menu, sell menu

Communication itemns, taking reservations, answering phones, checking on guest satisfaction, seating people,
communicating between bussers, management and servers
Cleaning Keeping menu in order, cleaning floors, maintaining tables
Set-up Arranging utilities, setting table, keeping side station, making coffee, processing

checks(inputting into the POS system), presenting check, collect payment

Serving customers

Serving drinks, refilling drinks, pick up orders, serving meals, serving wine, replacing
cutlery

Administrating

Supervision, forecasting, scheduling, training

Table 2. Activity dictionary (Back-of-the-House)

Main Activities

Description

Dish-washing, disinfecting, cleaning floors, cleaning walls, hoods, bathrooms, cleaning

Cleaning refrigerators, grills, ovens, removing trash, washing hands
Preparation Selecting, washing, cutting fruit & vegetables, defrosting, pre-portioning, making sauces &
soups, cutting meat, mixing ingredients, line set-up
Cooking Cooking meats, preparing garnishes, Mixing salads, baking cakes, baking cookies, making
crapes, cooking pasta, frying rice
Administrating Purchasing, budgeting, supervising, menu research, scheduling, training staff, receiving,

storing
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Table 3. Overhead Costs Pools for 6 entrées

2954A|17ko ] ALEH  AJZF 1,300A]7Fo] L BOHS
A LAY AVHEEY AUHERES AP 11,5679
(15,036,548 1/1,300A17H o] I B 19394(11,5674/60%)
o)t}

oz Audy ArRREE JtAY Ay e
AREF A2 1,390,113 0] FFAAREHE 2,849 mio]
Row mPyg 487¢ol i) #W ]l W] ujEo] AR
Zo AR s Hlgol 4% o|EZ ]l "ot #¥
H FEAREFHS 1,253 mPo|Y wEbA AMEFRS
610211902 E}tOn o] H LS B5E BOHY Hj
EHATH A7 FTAEFAL 1,2204229 0.2 o]
FOHg BOHO| FatA wiEstich wetx Z2e)
Aul#E 974 % H8S FOH 539,6814(1,079.363Y
X44%), BOHE 1,149,89291(539,6819+610,211)01 ]
t}. old @5t FOHY Au@d A7Mddee
kWh 409(539,6811/13,270 kWh)o] 1. BOHS]
AT ES 5279409 +487g)ol At spA| g, AH]
#FH A7HRES 4 %o FgsiA wEsrl 9
w2 7)Fo] w9 2Este 2Y9XTE &9
= ST

AP-eFGu|#dd Bl A = FOHF ALREE, &
£F, EnjEoE 90826799 H|-&S BOH7} AAF,
AR EE, FEEE, FHIESR 474900929 ¥ &S
ALgstdeh mEld AP :GEEE VR EES
FOH7} 2829(908,267¢1/3,2120}0]&1), BOH7} 2269
(474,9009/2,0970}0)eh) 0.2 ety o] AR EE
L vy HEE A Y Ao Bikssted 4o

Activities Personnel Utilities Direct Operating Facility Sustaining Total
Centers (won) (won) Costs (won) (won) (won)
FOH 13,796,346 539,681 908,267 3,987,738 19,232,032
BOH 15,036,548 1,149,892 474,900 3,987,738 20,649,078
Total 28,832,894 1,689,573 953,167 7,975,476 39,881,110
Table 4. Cost Pool Rates for 6 entrées
Activities Personnel Personnel Direct Operating Costs
Centers (won/hour) (won/kwh) (won/item)
FOH 14,658 40 282
FOH Total labor cost / Total cost power / Total direct operating
Cost Pool Rate Calculations hours worked Kilowatt hours used costs / units used
BOH 11,567 527 226
BOH Total labor cost / (Total cost pow:,r / hours used) Total direct operating

Cost Pool Rate Calculations hours worked

(Total gas power / hours used)

costs / units used

S Fxe] s A] A23d A 15(2007)

- 94 -



AP

o =g zEste vg2 47HE v Eshilth

npAgto 2, SFFABHY AA v 18,126,081
dez FAmEAN AAstE 670 w7 =EuF
S 31#se 7,97547694(18,126,081X44%)-& FOHS}H
BOHY| #538HA wiEstdck 22t o] W&g 7
g oAyl wiEsty] o eEE JEHA 474
g HEstd AE wyel FLSA wiRsRS w
ghA A e dujad A7 E Y # 1,381,590
I EIFATEE 7R &e Hoto Wy S8
2 Uro] viwg A7HEE 4,2229(9,665,049
9/2,28971)& T3k

3. EEFE I U ESIIE/TIHIMM =M

1) FOHe] A%

JAEA A7 R TES =2
73 nAFe] JALESFY ZIde A HHE
1202 A= HEL 2439243X 1801tk A
(serving)ell A QEHE AZH2 FHF 182, AQd 225
£ AlZko] 18 Z4Z 243909 wjgo] dAstP o F
24 dgdol] 18 202 292910] wAslYc) theo
2 F27EE59 lojA 9] FOH v &2 wigdde
A FHEFTOZ ARFHE ATl FF IAReR
g 2ol 30412k 233 Eo2 g@4tkshd 1,800%, oY)
AAE F 671 w77t A S vl Eo] 4%0| 2
ARFHE AR TREH, Z vy ¥ ARFHE
AlIZEZ 035802 AEHAh weh SAHE b &
859(0.358-x2439)01lth. 28T FABZ AR
£ A 4 F3F 1Az 30802 dgold #HE
7005 AA] A9 A7HE 1,1888(2,7005-}44%) 0] 9t}
wetA Z vl AR AR 0.5%(1,188+/2,28971)
o7 MAEE HES 1229(0.5%2439)0] %1t} FOHS)
FHEF £9HE vE2 AA Y F ZFAL
oA FFI FOH miuAe ZHEAIZFY H] &L WA
T3t Addth AT vuANY ZFAILY WS
19%(414213D)0] 3L o] F AFS HF 70%<Q] 14543
(Q07A]7EXT70%)& FOH o &oflsts Aoz eyttt
TS 6/ vlwrt AAw T #gojdde] Ax s HES
x#3ste] FOH wiyA S AFAIZES 91A]1ZH207A1ZHX
4%) o2 el wEtA ZF vpd AQATe
Fol 0.06A]170]3L WA F$ 004 AITte 2 A&
HAk old wE DAH|E2 FHgol 874U(0.068EX

Z 2434

o8 o

Ay [

“

2

N rfo

- 95 -

col B . Hul A 95

60%2439), wiUA7} 583Y(0.04X60x243) 0.2 A&FH
Atk mxEeE AFIANYFEOZ ARFHE AES
3 Fo AR viRdE ARAIREE 0.01A17H30
AZH2,289/M o2 B E = H]E2 1459(0.01<243)9]
Atk vlF @ & FOHO B9FE, Fe&5E, AEFT
AA5EgE9 ¥ge 7k 1,021, 1,665 1469202 A
Ak weEtA E FOHY #571597 e 2.832¢92
2 RE vwY &597HANe S45HA HEA A

2) BOH®] 73%-

BOH?| Z%-= WA @+E8€s vl&& Alsta
t}. BBQ Pork Rib Full Slabe] #w|e} =T 2t
Zb 283} gRo] AQEAT w8 386AT 1,54490]
dASA T AEFAAE Q5 AlZEo] 1E0]
I dAEE 882 193900t F2FEg8EddA Y
FHEE2 AAAN F#H), 43, a8la AE, dF
g% So] ¥3s =4 BBO Pork Rib Full Slab%] 2
RNE LB T4 FHlsk=dl HE 2430l 281
o} 20059 9¢ & Av)F SOUUN(EAW T 179, FE )
7 299) F vl wWlwE AFEE A2 19%% 113740%
ot meEtA g ShE Aibstet 22 FE AIRRE 02
(1208 X19%/113)°] ™, WA E = H[&2 38U Ath
Adaet A, s o £8Fe= HES ST9YUGEEX
193)0]%ith. A= BBQ Pork Rib Full Slabg& Fu]3t=
T A9 32808 HE2 617902 AEHIY
ot F4EEY A 285 E HiE AR W0AREe] &
a5 Wy G AASA 1.032(90A]) 7HX44%/2,289)0]
2853t oo Wi v& 198¢0] At FL9E9
gAY Fa8F HES BE dyo] F &3}
@t BOHS] AEALEE F #d &a5E A3
< BOH U9 gtd ZF AIZF 207413t & 44%%
91AI o] AA &89 AtolH mF T AgAS
1.27(91113H2,289)01 3t} old] A= v &2 231
oz A&E Utk wEkA BBQ Pork Rib Full Slabg]
DAFEEF] Ut 3,149, BEFEEEe
248091, AEXNLEELIE 37692 FAUME
152479922 velgte,

Sizzling wild Salmon Fillet &57]1&4 A= @9
FE€FY #VEsH xYUEE2 47 15, 6%
285HY v F 29H]ES 19397 1,158Y 0| Atk
FagEo L83 NS 1RUA vy F &8

BTN EZABGHA 23R A152007)



96 FE7EL7HAIAEE ol &3

H &2 1938t FeTFTeEsolre FHEs
£ & "] Salmong EA(portion)dhe AJZFe] 15
Ax F FHAF dIe A L8E(I5E/BEAM),
Salmond} A A ZFHE A|EFH S A2 1
ZE A 15RO & THF A
015 oz THG LQFHE A
J10E4), 7MY i 9= EFo] 0.5 kgo
[EE AR 108, A 7 go] AlFHER ¥4
Agle Al 018(102/71]1%)°l L~89th
die} AFo] ARFHE A 3ECE F
& 64%0ln AQHES 1235907 Jehygch wet
X Sizzling Wild Salmon Fillet®] @859 A7}
= 25659, HS5-E22597s 29189, AEXNAET
A7t= 3769 0.8 Q7= 12286922 e
Assorted Seafood Platterd] &E7]&Q71E ¥Ry
dorEdEdd s FHY 2IEE LEHE=
Az ZZE 1837 5EOZ oo ugh v & 19347
965902 Uehgth HAZFAIS 1ESE HEL2
1939 0.2 vt mEtd geeEgdsdrie 1,351
Aoz Yt FSFEEE AoM FHEES
2= A, 7HEN, 2 58 59 189 Ure &
LRy

B st=d 30%1ES T

P

B>
[>

M o

S )

= fu

AR oft B orr 2

of

_“ﬂ, wh
tn
A
<

AC)

br
o L
2>

, 4% 2 AR dEor AEHE A 38
o2 ¥hu| g2 579¢ )itk wetx] BOHY & Fa
FEBEFAME 282890l £EE U 13,0569 2
2 YERsth

Beef Tenderloin Steak?d) &%71&A7te d¥+E
FozM Fujet 2yl 18 FLTF LRHE
7+ 74z 18, 8%, 1822 veigen 97t 193
4, 1,5449, 193922 2EFHAv Beef Tenderloin
Steak?] ©FEREA7E 2951902 e &
SFEEFE S 1UEA180 g Ure FHY
ok shedl 1290E ZAYPe] AaFHE AR 30%
28589 wabA 108 G 2580 ARdTh HalE
A7he 4829 Y A 2 Bl LEHE
ZFe 3Ro =z 579¢¢] Arib @At A Beef
Tenderloin Steak®] & W=7} 29514, H2
FEEFATE 29249, AFFATLEL L= 376
doz 2HREUE 1665992 AEFH U

Beef Sirloin Steak?] T FEE-FoA 9 249 X

p4
lo

R

> 0r 9 o

FFAEZAFFI A A238 A1E007)

492 i A7t 2

e

glo amsE AR A4 18 620 EAHE

A7F= 19393 L1589 o2 AEHYTE HAFEAZ
> 1822 19399 AUt ABAAY FEFEEE
Aol FH|EFoZE Sirdoing 19EH UFE
Yol ¥dFE=d EE 209128 BEErd ARHE
A|ko] 20828 B 11T 180] 225 W5t
7He 19390t e} A, dEol ARFHE A
g

< 322 Ube 57990t mERA ©e
, TeTTEEY 449 F47ks 29514, 2,7004
2 F857597 14083902 AEFH T
Teriyaki Chicken®] #%7]&97t= BOHO @9 +&
5oz FHEEFH 2GS LEHE AE G
ZF 18, SELE WAskE YUk 193¢, 96590t
BA4gE9 97ke 193922 eyttt FeFEds
ZH|E&=Eo 2 HF o 4ol uE]d o] E(marinate) s}t
FZgo] X AERHE A e 38 F=
velken 12v12] § miglvo] Etel. whebA wlg]
SEHE AIRZ 0280]a 1 o Y, A
25 AlZte] 38 AEE T FHIEE 28FHE
17H2 328050tk wEtA] d9FEEFdrlE 2,372
A, FSFEE€sLle 248049, FEEVIEYHE
12,4904 0.2 A&t

o oft Py o > B2
i
A

HN

B ooft fu o

>

4. MEF AT SSTIEATHAIAH O

olst &7} H|m

Z+ m%9 8%7]Z297H= BBQ Pork Rib Full Slab
o] 15,2479, Sizzling Wild Salmon Filleto] 12,2869,
Assorted Seafood Platter7} 13,0561, Beef Tenderloin
Steak?} 16,6599, Beef Sirloin steak?} 14,0839,
Teriyaki Chickeno] 12490902 AAME oW, z+
o] &S EHE= 50009, 2,1909, 56009, 6,100¢,
3,8009, 3,000¥0]th(Table 59] food costs #x). &
£3F A BEvTrS 133lS A$ BBQ Pork Rib Full
Slab®} Assorted Seafood Platte?] &E7|&H717ke] 9
Asfole 2191902 AR Fol7t 6008 B
Fa Aol Wmal 4B Aot Ak Aem Ueht
th o)AL HEAA oM e AEHTE AN
st w7 At & Aozt A @ A= et
Ut 8571897 858 2AE 228 AdS
A7) d ol A7l= AFolvh wakx &, 7
FHZ A7HE #EE daeiol AVA Atk 59 Z

- 96 -



AAYG - ol BA - Aul 97
g5 o MHAAFEANE 3 FUHAEEH M AR AS THuE 2 EHA & AVE F &5t
SANGES FHSY BUEH BES AASA 4 @ JAdse oy @l oFst AT £ Aok
MRS =Y F dth ojf WA F/IFVte WMEHA Ee THYE

ANS VIPOEA olAF LFE B2 ¢ o
v, 22 2 A 571529718 AEete P 8 dFd 24
< gdsA HEZ 5aAHFHA A7t Jbssith
2 AT dEF grtaE 22" E4A3S A Z o/ wlwol uid &5 A8 £ g o
Aok ez AGHD e EEVEHIEE 3 AFE A5 ZEE AST22AN A7F A o
XYZA2EGY AA wie] Agstd ] WEARF = @FA ol waEe] e ook deAd o
J 95712478 HFHAT @ BES AL AT + aleked 997t vk
2 AFdME MRS A7HE o dad T3 olEdt AVME VEo= do FAHG Wwrt
Z 9rbe Ui AEE AFs 71E FEFA 4 2 2AFe =28 = Aot EE vwrrEdEdF A s
7], & AEuno g AMsE A7hE e S IR EY w77t Ao td S A FAPse
Hold ¢ JEE stgch gutzes o waurtE of gttt &3 AL JHgelA XYZH REZ ]
Table 5. Bill of activity for 6 menu of XYZ restaurant
M BBQ Pork Rib Sizzling Wild Assorted Beef Tenderloin Beef Sirloin Teriyaki
e Full Slab Salmon Fillet  Seafood Platter Steak Steak Chicken
Cost Pool Resources Total Resources Total Resources Total Resources Total Resources Total Resources Total
Activity Rates Used Cost Used Cost Used Cost Used Cost Used Cost Used Cost
(won/min) (min) (wom) (min) (won) (min) (won) (min) (won) (min) (won) (min) (won)
FOH
Communicating 243 1 243 1 243 1 243 1 243 1 243 1 243
Setting-up 243 1 243 1 243 1 243 1 243 1 243 1 243
Serving Customers 243 1 243 1 243 1 243 1 243 1 243 1 243
Unit- Processing Check 243 1.2 292 12 292 12 292 1.2 292 12 292 12 292
Level Total 243 32 1,021 32 1,01 32 1,021 32 1,021 32 1,021 32 1,021
Activities ROl
Preparation 193 2 386 1 193 1 193 1 193 1 193 1 193
Cooking 193 8§ 1544 6 1,158 5 965 8§ 1,544 8§ 1,544 5 965
Cleaning 193 1 193 1 193 1 193 1 193 1 193 1 193
Total 11 2123 8 1544 7 1,351 10 1,930 10 1930 7 1,351
Total Unit-Level Activities 142 3,14 11.2 2,565 102 2372 102 2951 102 2951 1028 2372
FOH
Setting-up 243 035 85 035 85 035 85 035 85 0.35 85 0.35 85
Cleaning 243 0.5 122 0.5 122 0.5 122 0.5 122 0.5 122 0.5 122
Batch- Administrating 243 6 1458 6 1458 6 1458 6 1458 6 1,458 6 1458
Level Total 6.8 1,665 6.8 1,665 6.8 1,665 6.8 1,665 6.8 1,665 6.8 1,665
Activities goH
Preparation 193 32 617 64 1235 5 965 55 1,061 4 772 32 617
Cleaning 193 1.03 198 1.03 198 1.03 198 1.03 198 1.03 198 1.03 198
Total 423 815 74 1253 44 1,163 6.5 1,259 5 970 42 815
Total Batch-Level Activities 11 2480 142 2918 112 2828 15 2,924 11.8 2,700 11 248
FOH
Product- Administrating 243 06 145 06 145 06 145 06 145 06 145 06 145
Sustaining
Activities
Administrating 193 12 231 12 231 12 231 12 231 12 231 1.2 231
Total Product-Sustaining Activities 1.8 37 1.8 376 1.8 37 18 376 1.8 37 1.8 3%
Facility-Sustaining Costs 1 unit 4,222 1 unit 4,222 1 unit 4,222 1 unit 4,222 1 unit 4,222 1 unit 4,222
Direct Operating Costs 508 5% 25 3% 15 6% 30 17% 86 62% 314 8% 40
Food Costs 1 unit 5,000 1 wnit 2,190 1 unit 5,600 1 unit 6,100 1 unit 3,800 1 unit 3,000
Total Costs 15247 12,286 13,056 16,659 14,083 12,490
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