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QUICK VERDICT

Verdict: inventory control is not counting cans; it is closing the variance between your
theoretical and actual food cost. That gap —typically 3 to 6 food-cost points— is a capital
leak that never shows on the P&L until it has already eaten your margin. A world-class
operator reads inventory the way a CFO reads cash: by its impact on Prime Cost and
EBITDA, not by the comfort of a tidy stockroom. The monthly manual count is an
accounting ritual; operational reality demands short-cycle variance measurement tied to
menu engineering and the break-even point.

* White Paper Technical document - C-Suite & multilateral banking - 12 minread - 2026-07-08

INTELLECTUAL PROPERTY OF MASTERESTAURANT® — EXCLUSIVE FOR SECTOR LEADERS

This white paper is written for owners, CFOs and expansion directors who have moved past the first location
and discovered that margin does not scale on its own. Inventory control stops being a stockroom chore and
becomes an EBITDA lever. We treat it as what it is: financial-risk mitigation over the most volatile cost line in
the business.

The sector runs on an average food cost of 28% to 35% of sales and a Prime Cost (food + labor) near 60% to
65%. When inventory drifts, food cost variance can add 3 to 6 silent points. In a location billing USD 1.2M a
year, each food-cost point equals USD 12,000 of evaporated profit. It is not an operational detail: it is a structural
leak of capital.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

TRADITIONAL CONTROL VARIANCE CONTROL
(MANUAL COUNT) (MASTERESTAURANT FRAMEWORK)
Measurement frequency X Monthly (30 days of v Weekly + daily top-20 SKU
blindness)
Primary metric X  Stockroom value (static v Variance = (Actual - Theoretical) / Sales
snapshot)
Typical food cost variance X 4% to 6% undetected v £1.5% controlled and traceable
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TRADITIONAL CONTROL VARIANCE CONTROL
(MANUAL COUNT) (MASTERESTAURANT FRAMEWORK)

Waste/theft detection X 30 to 45 days late v 7 days orless

EBITDA impact (USD 1.2M site) X —-48,000 to -72,000 USD/yr v +36,000 to +54,000 USD recovered

Locked-in capital cost X 18 to 25 days of inventory v 8to 12 days (higher turnover)
Board-level traceability X None (aggregate monthly v Live KPI by period and by SKU
figure)

Chapter 1 — Variance is the metric that decides, not the count

Inventory control is not counting cans: it's closing the variance between your theoretical cost and your actual
cost. That gap typically runs 3 to 6 points of food cost and never shows up in the P&L until it has already eaten
your margin. The traditional method files a number at closing; the Masterestaurant framework measures the live
deviation and triggers a correction within the same week. The difference is treasury, not storeroom. In a location
billing 1.2 million USD a year, each point of food cost equals 12,000 USD of evaporated profit. With a 4-point
variance you are talking about nearly 48,000 USD a year leaking without anyone signing the check. Diego F.
Parra repeats it in every audit: the count looks at the past, variance protects tomorrow's cash. A tidy, expensive
storeroom can be bleeding capital if turnover is low and variance is high.

Chapter 2 — A tidy storeroom doesn't mean controlled capital

The mistake | see over and over is confusing inventory value with real control: spotless shelves, perfect labels,
and still 5 points of leakage per month. The sector runs on an average food cost of 28% to 35% of sales and a
Prime Cost of 60% to 65%; inventory is the most volatile line of all. The metric that matters is not what the store-
room is worth, but how many times it turns: a healthy restaurant rotates perishables 4 to 8 times a month. Below
3 turns, capital sleeps, expires and becomes waste. Masterestaurant treats every dollar parked in the cooler as
a position with opportunity cost, not as equity on the balance sheet. Waste is attacked by breaking it down per
SKU and per cause, not by dumping it into the global food cost. The traditional method adds every loss into a
single number and makes it invisible; the Masterestaurant framework splits it into four origins: portioning, theft,
expiration and overproduction.

Chapter 3 — Break down waste by SKU and by cause

Across dozens of restaurants I've seen 70% of variance live in barely 15 SKUs —proteins, premium spirits,
cheeses— that make up less than 20% of the lines. That's where a scale and standardized portioning recover 2
to 3 points in 60 days. Internal theft runs between 4% and 7% of sales per the National Restaurant Association;
expiration spikes when turnover drops below 3x. Attacking the origin, not the average, is what turns a count
sheet into an EBITDA lever. The mature operator buys by contribution margin and break-even, not by the chef's
habit. Over-buying freezes cash and multiplies expiration; under-buying kills sales during service. The correct
par level is calculated on real demand per SKU and supplier lead time, not on intuition. In a business with a 62%
Prime Cost, every 5,000 USD trapped in idle inventory is 5,000 USD not paying payroll or rent this month.
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Chapter 4 — Buy by contribution margin, not by the chef's habit

Diego F. Parra sets target inventory between 5 and 7 days of sales for perishables and 10 to 14 for dry goods;
beyond that, opportunity cost outweighs any volume discount. Purchasing stops being a reactive expense and
becomes a capital decision with measurable return, plate by plate. Theoretical cost is calculated by multiplying
sales by standardized recipe; the actual comes from physical opening inventory plus purchases minus closing
inventory. Variance is the subtraction, and it must be measured weekly, not monthly. A monthly cycle lets four
weeks of leakage pass before you react; the weekly one catches it in seven days. A well-run restaurant keeps
variance under 1 point; between 1 and 2 is tolerable with action; above 3 it's a cash emergency. In a 1.2 million
USD location, cutting variance from 4 to 1 point recovers about 36,000 USD a year straight to EBITDA. That is
the number Masterestaurant puts on the boardroom table: not a prettier storeroom, but three points of margin
that already existed and were leaking away.

Chapter 5 — Inventory as an EBITDA lever during expansion

Once you pass the first location, margin stops scaling on its own and inventory becomes an EBITDA lever, not a
storeroom task. What an owner handled by sight in one unit spirals out of control in three: without a per-unit vari-
ance framework, each opening adds 3 to 6 points of leakage that multiply per site. This white paper is aimed at
owners, CFOs and expansion directors who already learned this the hard way. The fix is not more storeroom
staff: it's standardizing recipes, setting pars per SKU and auditing weekly variance in every unit with the same
dashboard. In a chain of five locations billing 1.2 million USD each, trimming 3 points of average variance frees
roughly 180,000 USD a year of EBITDA —capital that funds the sixth opening without new debt. The traditional
method measures the past; the variance framework measures the live deviation. One files a number, the other
triggers a corrective action within the same week.

Chapter 6 — The differences that separate the mature operator from the amateur

The traditional method confuses stockroom value with control. The reality is that a tidy, expensive stockroom can
be bleeding capital if turnover is low and variance is high. The traditional method charges all waste to a global
food cost. The Masterestaurant framework breaks it down by SKU and by cause (portioning, theft, spoilage,
overproduction) to attack it at its source. The traditional method buys on the chef's habit. The mature operator
buys on contribution margin and break-even, treating inventory as a capital position with an opportunity cost.

POINT BY POINT
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A/B analysis: traditional control vs variance framework

WHAT IT ACTUALLY MEASURES

A - TRADITIONAL CONTROL (MANUAL B - MASTERESTAURANT The variance
COUNT)

between theoretical and actual cost as a

Month-end stockroom value: a static . . —
percentage of sales: a live signal pointing

snapshot that matches invoices but never o the SKU and the cause of the leak.

says where the money leaks.

Verdict: Variance wins: you measure actionable deviation, not a filing-cabinet number.

DETECTION SPEED

A - TRADITIONAL CONTROL (MANUAL B - MASTERESTAURANT Weekly isolation
COUNT)

detects the leak in 7 days or less, with time

Waste or theft surfaces 30 to 45 days late, i ,
to correct within the same period.
when the capital is already lost and the

month has closed.

Verdict: Weekly wins: every day of blindness is margin that does not come back.

CASH-FLOW IMPACT

A - TRADITIONAL CONTROL (MANUAL B - MASTERESTAURANT 8 to 12 turnover
COUNT)

days free between 3% and 5% of annual

18 to 25 inventory days lock up capital that sales as available cash.

is never accounted for as an opportunity
cost.

Verdict: Turnover wins: inventory is capital, not stockroom decoration.
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USEFULNESS FOR THE BOARD

A - TRADITIONAL CONTROL (MANUAL B - MASTERESTAURANT A live KPI of
COUNT)

variance, Prime Cost and inventory days

An aggregate monthly figure that enables that governs EBITDA and the manager's

no expansion decision and ties no
bonus.

management to margin.

Verdict: The live KPI wins: scaling without this dashboard is multiplying the leak.

SIDE-BY-SIDE COMPARISON

The myth: counting is controlling TRADITIONAL APPROACH

X Inventory is counted at month-end and the number is filed without cross-checking it against the
theoretical cost of sales.

X  Stockroom value is measured, not variance; the operator believes it is under control because the count
matches the invoice.

X Waste dilutes into an aggregate monthly food cost that hides the exact point of leakage.
X Capital locked in slow-moving SKUs never enters the cash-flow conversation.

X Purchasing decisions are made by the chef out of habit, not by managerial P&L based on turnover and
contribution margin.
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The reality: closing the variance

MASTERESTAURANT

v" Theoretical cost (recipes x POS sales) is compared against actual cost (opening inventory +
purchases — closing) every week.

v" Food cost variance is measured as a percentage of sales and chased SKU by SKU across the top-20

that concentrates 80% of spend.

v" Waste and theft are isolated within 7 days, before the month closes and the capital is already lost.

v Inventory is managed by turnover days to free cash: less CapEx trapped, more OpEx under control.

v" Purchasing is governed by contribution margin per dish and menu engineering, not by stockroom

inertia.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

Measurement frequency

Primary metric

Typical food cost variance
Waste/theft detection

EBITDA impact (USD 1.2M site)
Locked-in capital cost

Board-level traceability

THE NUMBERS THAT MATTER

TRADITIONAL CONTROL
(MANUAL COUNT)

X

Monthly (30 days of

blindness)

X

Stockroom value (static

snapshot)

X

X

X

X

X

4% to 6% undetected

30 to 45 days late

-48,000 to —72,000 USD/yr
18 to 25 days of inventory

None (aggregate monthly

figure)
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VARIANCE CONTROL
(MASTERESTAURANT FRAMEWORK)

v Weekly + daily top-20 SKU

v Variance = (Actual — Theoretical) / Sales

v <1.5% controlled and traceable

v 7 days orless

v +36,000 to +54,000 USD recovered
v 8to 12 days (higher turnover)

v Live KPI by period and by SKU
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The real cost of not controlling (sector and MR operations figures)

4 %

of food cost is the typical variance undetected by
monthly counts, across 8,400 managed accounts

33 %

average sector food cost as % of sales in full service

60 %

Prime Cost (food + labor) as
the health threshold over sales

4 %

of purchased food is lost to avoidable
waste before reaching the plate

12000 uso

of profit per food-cost point in a USD 1.2M/yr location

75 %

of restaurant failures have an uncontrolled
Prime Cost as a central factor

VISUALIZATION

The numbers, visualized
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Sources: Masterestaurant internal data - National Restaurant Association 2026 - Restaurant365 Benchmark 2026 -
USDA / ReFED 2026

Chart by masterestaurant.com

REAL CASE

“Our stockroom was spotless and monthly food cost sat at 31%, but cash flow never closed. When we set
up weekly variance we found 4.2 points of leakage concentrated in protein and oil: portioning with no gram
weight and a purchase driven by chef inertia. In 90 days we cut real food cost to 28.6% and freed USD
22,000 of capital that was dead in slow-moving inventory. The monthly count would never have shown it.”

— Operations director, 4-site full-service group (MR Operations case, normalized figures)

HOW TO APPLY IT IN YOUR RESTAURANT

90-day roadmap to close the variance

@ Days 1-15 - Baseline and costed recipes
Freeze the theoretical cost: every dish with its gram-weighted recipe and its target food cost (<
32% max per dish, not recommended as a goal). Map the top-20 SKUs that concentrate 80% of
spend. Without a reliable theoretical cost there is no variance to measure; this is the foundation

of managerial P&L.
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@ Days 16-45 - Weekly variance and waste isolation
Install the weekly top-20 count and the calculation Variance = (Actual Cost — Theoretical Cost) /
Sales. Break waste down by cause: portioning, theft, spoilage, overproduction. Chase the leak
down to the SKU. This is where 80% of the recoverable money appears in the first weeks.

@ Days 46-75 - Turnover and cash release
Manage by inventory days: cut the slow-moving SKU, renegotiate with the supplier on real
volume, and free locked-in capital. Cross-check every purchase against contribution margin and
menu engineering. The goal is to move from 18-25 inventory days to 8-12 without breaking

service.

@ Days 76-90 - Live KPI for the board
Consolidate variance, Prime Cost and inventory days into an EBITDA dashboard the board
reads in 5 minutes. Set targets at 3, 6 and 12 months and tie the manager's bonus to variance,
not stockroom value. Control stops being a ritual and becomes capital governance.

FAQ

Frequently asked questions about inventory control

How often should | take inventory in my restaurant?

Full inventory, monthly; but real control is weekly over the top-20 SKUs that concentrate 80% of spend, plus a
daily count of protein and high-cost products. Frequency is set by variance impact, not by the calendar.

What is food cost variance and why does it matter more than food cost?

Variance is the difference between your theoretical cost (what you should have spent per recipes and sales) and
your actual cost. A 31% food cost can hide 4 points of leakage from waste or theft; variance exposes them SKU
by SKU.

Does inventory software solve the problem on its own?

No. Software speeds up counting, but without gram-weighted recipes and a reliable theoretical cost there is no
variance to measure. Technology is useful OpEx only on top of clean data; the framework first, the tool second.

How much capital do | free by improving inventory turnover?

In MR operations, moving from 20 to 10 inventory days frees between 3% and 5% of annual sales in locked-in
cash. In a USD 1.2M location that is USD 36,000 to 60,000 no longer dead in the stockroom.

DATA & SOURCES
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Sector data 2026 (official sources)

Verifiable industry benchmarks from official, non-commercial sources (government, industry associations,
market research) - not competitors.

Metric Benchmark 2026 Source
Costo laboral 25-35% de los ingresos U.S. Bureau of Labor Statistics
Ventas del sector proyeccion =US$1,55 billones en 2026 pese a presion National Restaurant Association
(EE.UU.) de costos — SOI 2026
Food cost 6ptimo del . . . L

‘ 28-35% (promedio full-service 32.4%) National Restaurant Association
sector
Prime cost .

55-65% de las ventas Nation's Restaurant News
recomendado
Margen neto tipico 3-9% (full-service 3-5%) Statista
Flujo de caja en la mala gestion de caja se asocia a ~82% de los .
. - . Inc. (estudio U.S. Bank)

pymes cierres de pequefios negocios

Propiedad Intelectual de Masterestaurant® — Exclusivo para Lideres de Sector - masterestaurant.com
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