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RESPONSE

A Response to Commentary on the Article
“Restaurant Menu Analysis:
Can We Go Further?”

KATERINA ANNARAUD
School of Hotel and Restaurant Management, University of South Florida
(Sarasota Campus), Sarasota, FL, USA

After a very careful review of the comments regarding this article, the foll-
owing response is given.

ACCURACY

Indeed, the proposed index method was adopted from a non-English written
source. However, in the opinion of the author, the fact that it was published
in a foreign language does not make this approach inaccurate or weak in
any way. The approach is based on a concept of Paasche and Laspeyres
indices that are well known in macro economic analysis all over the
world.

The researcher was trying to re-calculate three variables that were orig-
inally calculated in Formulas (5), (6), and (7) (pp. 31-32). Unfortunately, the
researcher has not accurately used Formulas (5) and (6) for recalculation
purposes. The equations in parentheses for Formulas (5) and (6) were sup-
posed to be multiplied by Z]].ezl q} (i.e., 642), as my article suggests, and

not by ij’:l qj(-) (i.e., 614). It is based on a statistical concept that describes
multiplication rules for different type of indices and is a common part of
statistics undergraduate curriculum in business schools.

It is agreed that in Table 2 (see Appendix), for menu item 4, CM' % Q!
equals $2,786.70 and not $2,797.20, which is how it was presented in
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the original article. It affected the total contribution margin, so instead of
$9,101.64 (as presented in the article), it will be equal $9,091.14.

Item 3 in Table 2 was calculated correctly. The colleague multiplied
14.73 by 124 instead of 14.79 by 124.

The three equations presented in Formulas (5), (6), and (7) have been
recalculated with an Excel spreadsheet proportion of sold items in menu (d)
with eight decimal digits. That excluded a rounding bias that was mentioned
in the article. Example: In Table 1 (see Appendix), for menu item 1, a pro-
portion of a sold menu items was presented as 23.62. While recalculating, it
was put as 0.23615635.

Equations (5)—(7) use such variables as CM1D1, CMOD1 and CMODO.
The new results showed that CM1D1 = $14.16065, CMOD1 = $10.90495,
and CM0D0=$10.8556. Thus, the result for Eq. (5) is $2,090.16, the result for
Eq. (6) is $31.68313, and the result for Eq. (7) is $303.9569. The summary
of those three numbers equals $2,425.80. An absolute difference between
periods 1 and 2 equals $9,091.14 — $6,605.34 = $2,425.80.

ASSUMPTIONS

The proposed method is dealing with a contribution margin of menu items
and not selling price. Upon reading pages 29 and 30, no assumption on
the part of the author was found that said “price changes do not play a
role in the observed changes in contribution margin.” It is obvious that
a change in price may change a contribution margin of that particular
product.

Page 30 presents some reasons why the contribution margin can
change, even if a selling price stays the same. It is agreed that discount
promotions, coupons, etc., can indeed affect a contribution margin, which
is an additional reason why the contribution margin may change.

The researcher poses a question on how to incorporate price change
in this index and believes it is beyond the scope of this commentary. This
method can be applied as long as there is a change in the contribution
margin for a particular menu item between two periods. Of course, it is pos-
sible to assume that in some cases, this change can occur because an actual
selling price of the item changes between two periods. In addition, this
suggested approach can use a selling price instead of a contribution margin.

It is also possible to apply this method for the same menu item that has
the full selling price, a price with a discount A, a price with a discount B,
and so on. In this case, a table will have, instead of menu items 1, 2, 3, and
4, the information on the same menu item with different levels of discounts.
Restaurant Point of Sales (POSs) systems, in most cases, reflect information
on different discounts for menu items.
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USEFULNESS

The researcher is concerned that this index is dealing with aggregated menu
items, and a menu analysis is supposed to deal with individual items. In
reality, this index can easily be calculated for only one menu item, as long
as we know a contribution margin for this item, the number of times this
item was sold, and the proportion of a sold item in a menu. The same
equations are going to be used in this case. The equation Zlf;l q]l allows
the use of only one menu item.
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