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The True Cost of Food Waste
Why a wasted product costs two to three times its ingredient price — and how to estimate yours

	New to this? Start here
This explainer helps anyone — not just finance — understand and estimate what food waste really costs. Use it to brief a team, support a business case, or set the multiplier you’ll use in the Cost-of-Waste Calculator.



The four hidden cost layersEvery wasted product carries up to four layers of cost. Most businesses only ever count the first.
	Cost layer
	What it includes
	Often biggest for…

	1. Purchase price
	The raw material or ingredient cost you paid the supplier
	Commodity / raw processors

	2. Labour
	Wages already spent receiving, storing, preparing and handling it
	Prepared / value-added foods

	3. Utilities
	Refrigeration, cooking, freezing energy already spent on it
	Cold-chain / frozen

	4. Disposal
	Bin collection, landfill/organics levy, lost recycling value
	All — and rising fastest



The true-cost multiplierRather than track all four layers separately, most businesses apply a single multiplier to the ingredient value of their waste to approximate the true cost. It is a rule of thumb, not an accounting standard — but it is far closer to reality than counting ingredients alone.
	Rule of thumb
Multiply the ingredient value of waste by 2.5 to estimate true cost. Use a higher multiplier (up to ~3×) for labour-intensive prepared foods, and a lower one (~1.5–2×) for raw commodities handled very little.



	Worked example — two very different products
A tray of raw carrots (little processing):  ingredient value $10. Multiplier ~1.5 → true cost ~$15.
A tray of prepared ready-meals (high processing):  ingredient value $10, but hours of labour and cooking energy are already in it. Multiplier ~3 → true cost ~$30.
Lesson:  the further along the process a product is when wasted, the more it costs. Losing finished product is far worse than losing raw input.



How to choose your own multiplier1. Identify which cost layer is largest in your operation.
Labour-heavy kitchens weight towards layer 2; frozen/cold-chain towards layer 3.
1. Find your disposal cost per tonne (from your waste invoice).
Rising levies are pushing this layer up; check the latest invoice, not last year’s.
1. Start with 2.5 and adjust up or down based on the above.
You can refine it once you have real measurement data; precision isn’t needed to start.

	Our biggest hidden cost layer is…
	  [ CLIENT TO COMPLETE ]

	Our disposal cost per tonne ($)
	  [ CLIENT TO COMPLETE ]

	Our chosen true-cost multiplier
	  [ CLIENT TO COMPLETE ]



Common questionsIsn’t a multiplier too rough?It is an estimate, but it is decision-grade. The alternative — counting only ingredients — is reliably wrong (too low). A defensible 2.5× beats a precise count of the wrong thing.
Does the multiplier double-count fixed costs?Used for decision-making it is fine; you are estimating the resources consumed by product that earned nothing. For statutory accounts, use your finance team’s costing.

	Using this document
Yellow highlighted [ CLIENT TO COMPLETE ] fields are for you to fill in with your own information. Everything else is ready to use as-is.
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