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The price hike that erases your profit:

traditional method vs Masterestaurant method
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QUICK VERDICT

® White Paper Technical document - C-Suite & multilateral banking

Verdict: the traditional method shows you an average food cost at month-end; by then the
hike has already eaten your profit. The Masterestaurant method measures theoretical vs
actual cost per dish every week, defends Prime Cost below 60% and protects EBITDA even
with 12% input inflation. If you run 1 to 10 locations and your margin evaporates without
explanation, the MR approach is what shields the cash.

12 minread -2026-07-08

INTELLECTUAL PROPERTY OF MASTERESTAURANT® — EXCLUSIVE FOR SECTOR LEADERS

Input inflation doesn't arrive as a headline: it arrives dish by dish, week after week, and the operator spots it only
once it's already in the P&L. This white paper quantifies that leakage and contrasts two ways to manage it.

Written for the owner and CFO watching contribution margin fall without a clear culprit. This isn't theory:
these are the patterns Diego F. Parra has measured in the real operation of independent restaurants and

emerging chains.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

Food cost measurement

frequency

Unit of analysis

Response to 12% input hike

Governing metric

Effect on cash flow

TRADITIONAL METHOD

X Monthly, at accounting close (30-
45 day lag)

X  Global average food cost (~30%)
X Found 40 days late; margin
already eroded

X Sales and average check

X Silent leak of 3-6 margin pts/year

MASTERESTAURANT METHOD

v Weekly per dish, alert within 48 h

v"  Theoretical vs actual cost per SKU
and dish

v" Menu re-engineering in 5 days;
margin defended

v Prime Cost (food + labor) < 60%
and EBITDA

v Recovery of 4-7 EBITDA pts in 90
days
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TRADITIONAL METHOD MASTERESTAURANT METHOD

Pricing decision X Linear hike across the whole v Surgical repricing by contribution

menu (loses volume) margin

Chapter 1 — Why your month-end food cost no longer shields you from rising prices

Monthly average food cost arrives too late: with a 30 to 45 day lag, the price increase has already run through
thousands of orders before it shows up in your P&L. Diego F. Parra measures this again and again in real opera-
tions: a supplier raises protein 12% on a Monday and the owner finds out at month close, with the contribution
margin already eroded. That single closing gives you a global number near 30%, but it never tells you which
dish is bleeding or since which week. By then the fix no longer fits the same purchasing cycle. The
Masterestaurant method flips the logic: it compares theoretical cost against actual cost every week and fires the
alert within 48 hours, while you can still renegotiate, reformulate or reprice inside the same order. The time gap
is literal: defending 4 points of EBITDA or losing them. The increase concentrates, it doesn't spread evenly
across the menu.

Chapter 2 — The increase doesn't hit your whole menu: it hits three or four dishes

The traditional approach averages everything into a global 30% food cost that hides the dishes that bleed. The
Masterestaurant framework breaks it down by SKU and by dish, and there the truth appears: a 12% input in-
crease doesn't hit the 60 items on your menu, but three or four high-volume protagonists that concentrate 40%
of your sales. Diego F. Parra has seen operators reprice the entire menu out of panic and scare away tickets,
when touching four dishes was enough. With granular data you reprice or redesign only those, raise the price
6% where the customer doesn't notice, and protect the volume of the rest. The average blinds you; the per-dish
detail shows exactly where to use the scalpel without sacrificing traffic. Theoretical cost is what the dish
SHOULD cost according to its recipe card and portion size; actual cost is what really left your storeroom.

Chapter 3 — What is theoretical cost versus actual cost, and why is it your early warning?

The gap between them is your leak, and measuring it weekly is the early warning that monthly food cost
never gives.

When the theoretical says 28% and the actual reads 34%, those 6 points are price increases, waste, theft or un-
controlled portioning, and each cause demands a different action. Masterestaurant measures that variance dish
by dish every 7 days. Diego F. Parra insists: without a recipe card there is no theoretical, and without theoretical
you fly blind. A sustained 3% gap on a dish that sells 400 units a month and bills 15 USD translates into 1,800
USD of profit evaporated per year on ONE dish. Multiply it by four protagonists and you understand why
EBITDA falls with no visible culprit. Prime Cost —food and beverage cost plus total labor cost— must stay under
60% of sales; crossing that line is the most reliable signal that the business stopped being profitable.

Chapter 4 — Prime Cost under 60%: the line that
decides whether your restaurant wins or survives

Isolated food cost misleads because payroll moves at the same time. Diego F. Parra uses Prime Cost as the
real dashboard: if inputs rise 4 points and you don't adjust menu engineering or kitchen productivity, a healthy
58% Prime Cost jumps to 62% and EBITDA compresses at once. The Masterestaurant method watches that
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sum every week and not every quarter. The MR costing rule helps: food cost per dish under 32% maximum, and
payroll, rent and utilities are NOT charged to the dish —they go to the break-even point—. That way you defend
the per-dish margin and the business margin at the same time. An independent restaurant with sales of 120,000
USD a month was losing margin without knowing why: monthly food cost read 31%, seemingly healthy. Applying
the Masterestaurant framework and measuring theoretical against actual per dish, the variance surfaced in three
protagonists: 6, 5 and 4 points above their recipe card.

Chapter 5 — The real case: 4 points of EBITDA recovered in one purchasing cycle

The 14% protein increase had leaked in without repricing. Within 48 hours, two suppliers were renegotiated, the
side portion was adjusted and the price was raised 7% on those three dishes only. Result in one purchasing cy-
cle: Prime Cost fell from 61% to 57% and roughly 4 points of EBITDA were recovered, about 4,800 USD a
month. Diego F. Parra sums up the pattern he sees over and over: it wasn't a sales problem, it was a late-detec-
tion problem. The weekly data paid for the adjustment. Building the defense against price increases takes four
concrete steps and needs no expensive software to start. First, build the recipe card for your 10 highest-volume
dishes with exact grammage: they concentrate about 70% of your variable cost. Second, calculate the theoreti-
cal cost of each one and set it as your baseline. Third, every week take your actual cost from the storeroom and
compare it against the theoretical; any gap greater than 2 points goes into immediate review.

Chapter 6 — How do you build the weekly defense system in four steps?

Fourth, act within 48 hours: renegotiate, adjust portion or reprice only the dish that drifted. Diego F.
Parra verifies it across dozens of operations:

businesses that review weekly absorb a 10% increase without touching EBITDA, while those that wait for month
close lose between 3 and 5 points of margin. The discipline of the short cycle is what protects the cash. The dif-
ference between the two methods is measured in EBITDA points, not in theory. The traditional method hands
you a 30% average food cost at close, with a 30 to 45 day lag and no way to tell which dish fails; by the time you
react, the increase has already eaten a full month of profit. The Masterestaurant method measures theoretical
against actual per dish every week, fires the alert within 48 hours, isolates the three or four dishes that bleed,
and defends Prime Cost under 60%. In Diego F.

Chapter 7 — Traditional method versus Masterestaurant method: what changes in the cash

Parra's numbers: a restaurant billing 1.4 million USD a year stakes between 40,000 and 70,000 USD of annual
profit on that difference in speed and granularity. It's not a luxury for big chains; the independent operator needs
it most, because there's no cushion to absorb four lost points. Weekly detection is what decides. Detection
speed: the traditional method measures food cost at monthly close, with a 30 to 45 day lag; by then the hike has
run through thousands of tickets. The Masterestaurant method compares theoretical against actual cost every
week and fires the alert within 48 hours, while the correction still fits inside the same purchasing cycle. That time
gap is literally the difference between defending 4 EBITDA points or losing them. Data granularity: the traditional
approach averages everything into a global food cost near 30% that hides the dishes bleeding out. The MR
framework breaks it down by SKU and dish, so it's clear the 12% hike doesn't hit the whole menu but three or
four high-volume protagonists.
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Chapter 8 — The three differences that decide the margin

You reprice or redesign only those and protect the volume of the rest. Decision lever: the traditional operator
raises price linearly across the whole menu and loses traffic; the MR operator uses contribution margin and
menu engineering to move price where elasticity allows and redesign the recipe where it doesn't. The first de-
fends sales; the second defends profit. In a year of inflation, only the second survives in the cash.

POINT BY POINT

Traditional method vs Masterestaurant, criterion by criterion

HIKE DETECTION

A - TRADITIONAL METHOD Shows up in B - MASTERESTAURANT Variance alert

the accounting P&L 30-45 days late within 48 h per dish

Verdict: MR corrects within the same purchasing cycle; traditional reacts a quarter late.

DATA PRECISION

A - TRADITIONAL METHOD Global average B - MASTERESTAURANT Theoretical vs

food cost that hides the leak actual cost per SKU and dish

Verdict: MR's granularity identifies the 3 guilty SKUs; the average hides them.

PRICING STRATEGY

A - TRADITIONAL METHOD Linear hike B - MASTERESTAURANT Repricing by

across the whole menu, loses volume contribution margin and elasticity

Verdict: MR defends profit without punishing traffic; traditional sacrifices customers.
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MANAGEMENT LANGUAGE

A - TRADITIONAL METHOD Sales and B - MASTERESTAURANT Prime Cost,

average check EBITDA and cash flow

Verdict: MR speaks the language of the board and the bank; traditional stays on the surface.

SIDE-BY-SIDE COMPARISON

When the traditional method still works LEGAcCY

X Single location with a short, stable menu (fewer than 20 dishes).
X Contracted input prices with little monthly volatility.
X Basic accounting and tax compliance, not fine margin management.

X When there is no inventory system or theoretical count available.

When the Masterestaurant method is mandatory MASTERESTAURANT

v Input inflation above 5% year over year (2026 scenario).
v" Menu of 25+ dishes where 3 SKUs concentrate the capital leakage.
v Operation of 3 to 10 locations with Prime Cost near the limit.

v~ When the owner must defend EBITDA before the board or a bank.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

TRADITIONAL METHOD MASTERESTAURANT METHOD
Food cost measurement X Monthly, at accounting close (30- v Weekly per dish, alert within 48 h
frequency 45 day lag)
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TRADITIONAL METHOD

Unit of analysis X  Global average food cost (~30%)

Response to 12% input hike X Found 40 days late; margin

already eroded

Governing metric X Sales and average check

Effect on cash flow X Silent leak of 3-6 margin pts/year

Pricing decision X Linear hike across the whole

menu (loses volume)

THE NUMBERS THAT MATTER

The real size of the leak

12 %

average input inflation eroding
margin in the 2026 base scenario

60 %

Prime Cost (food + labor) ceiling separating
a profitable restaurant from a losing one

8.2 s

of EBITDA recovered on average at 90 days with
weekly theoretical vs actual cost measurement

3 sku

concentrate up to 70% of food cost
leakage in a menu of 25+ dishes

15

DAYS

average lag between the hike and its
detection with traditional monthly costing
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MASTERESTAURANT METHOD

v"  Theoretical vs actual cost per SKU
and dish

v"  Menu re-engineering in 5 days;
margin defended

v Prime Cost (food + labor) < 60%
and EBITDA

v Recovery of 4-7 EBITDA pts in 90
days

v Surgical repricing by contribution

margin
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5 %

typical net margin of a full service restaurant:
every point lost is unrecoverable capital

VISUALIZATION

The numbers, visualized

average input inflation eroding margin in the 2026 base scenario

Prime Cost (food + labor) ceiling separating a profitable restaurant from a losing one

of EBITDA recovered on average at 90 days with weekly theoretical vs actual cost measurement

concentrate up to 70% of food cost leakage in a menu of 25+ dishes

average lag between the hike and its detection with traditional monthly costing

DAYS

typical net margin of a full service restaurant: every point lost is unrecoverable capital

Sources: USDA Food Price Outlook 2026 - National Restaurant Association 2026 - Masterestaurant internal data -
Deloitte Restaurant Industry Outlook 2026

Chart by masterestaurant.com

REAL CASE

“We measured food cost once a month and it always looked 'fine': 31%. A 14% protein hike ate four
EBITDA points in one quarter without a single report showing it. When we switched to measuring
theoretical vs actual cost every week, we found three high-rotation dishes carried the entire leak. Repricing
those three and redesigning two recipes gave us the margin back in under 90 days.”

— Operations director, group of 6 full service restaurants

HOW TO APPLY IT IN YOUR RESTAURANT
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How to shield your margin in 90 days

@ Install theoretical cost per dish
Load each dish's standard recipe with its updated unit cost. The theoretical cost is what that
dish SHOULD cost with no waste, theft or over-portioning. Without this baseline no comparison
is possible; it is the foundation of the method.

@ Measure weekly variance
Each week compute Variance = (Actual Cost — Theoretical Cost) / Sales per dish. Variance
sustained above 2% signals leakage: waste, portioning or an input hike. This is where the hike
shows up 40 days before it reaches the accounting P&L.

@ Reprice and redesign by contribution margin
Rank dishes by contribution margin and volume (menu engineering). Raise price only where
elasticity allows and redesign the recipe where it doesn't. Touch the 3 SKUs that concentrate the
leak, not the whole menu; you defend profit without losing traffic.

@ Close the loop with board KPIs
Report Prime Cost, EBITDA and cash flow at 3, 6 and 12 months. The goal is Prime Cost < 60%
and recovering the lost EBITDA points. This is the language the board and the bank understand
when you ask for capital to expand.

FAQ

Frequently asked questions

Why does my monthly food cost look 'fine’ yet | still lose margin?

Because the monthly average hides the bleeding dishes. A global food cost of 31% can mask three high-rotation
SKUs spiked to 45% by the hike. Per-dish measurement reveals the leak; the average disguises it for 40 days,
until it surfaces in EBITDA.

What is the maximum acceptable food cost per dish?

The maximum is 32% per dish, and that is already a ceiling, not a target. Above it, contribution margin narrows
too much. Remember that payroll, rent and utilities are not loaded onto the plate: those go to the break-even
point, not food cost.
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Doesn't raising prices across the whole menu solve the hike?

No: a linear hike punishes volume and scares traffic on elastic dishes. The Masterestaurant method reprices
surgically by contribution margin and elasticity, and redesigns the recipe where price can't rise. You defend profit

without sacrificing customers.

How long does it take to recover the margin with this method?

In Masterestaurant's real operation, measuring theoretical vs actual cost every week returns on average 4.2
EBITDA points at 90 days. The key is detection speed: you correct within the same purchasing cycle, not a

quarter later.

DATA & SOURCES

Sector data 2026 (official sources)

Verifiable industry benchmarks from official, non-commercial sources (government, industry associations,

market research) - not competitors.

Metric
Costo laboral

Ventas del sector
(EE.UU.)

Food cost 6ptimo del
sector

Margen neto tipico

Flujo de caja en
pymes

Costos y demanda
2026

Benchmark 2026
25-35% de los ingresos

proyeccion =US$1,55 billones en 2026 pese a presion
de costos

28-35% (promedio full-service 32.4%)

3-9% (full-service 3-5%)

la mala gestion de caja se asocia a ~82% de los
cierres de pequefios negocios

alzas de costos persistentes con demanda resiliente
en restaurantes

Source
U.S. Bureau of Labor Statistics

National Restaurant Association
— SOI 2026

National Restaurant Association

Statista

Inc. (estudio U.S. Bank)

Bloomberg Linea

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