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MASTERESTAURANT ®

Expansion Multi-Unidad sin Capital -
Propio: Joint Venture, Licenciavy.

Franquicia

Método probado en +8.400 restaurantes - 43 paises masterestaurant.com

QUICK VERDICT

Straight verdict: if your restaurant already generates revenue and you want to scale
without funding each new location's CapEXx, the franchise is the vehicle with the highest
third-party capital leverage (the franchisee funds 100% of the ~180,000-420,000 USD
opening), but it demands the highest operational maturity: without a replicable manual and
unit economics proven across 3+ owned locations, franchising early destroys the brand.
The joint venture gives you operational control in exchange for ceding 40-60% of the
unit's EBITDA; licensing is the lightest on capital and the weakest on quality control. The
Masterestaurant rule: don't cede third-party capital until Prime Cost sits below 60% and
the model is documented. The mistake | see over and over is confusing brand demand
with system maturity. This decision white paper —six chapters, three matrices and a
quantified mini-case— gives you the framework to choose with numbers, not with wishes.
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INTELLECTUAL PROPERTY OF MASTERESTAURANT® — EXCLUSIVE FOR SECTOR LEADERS

The leader of a restaurant group with 2 to 5 owned locations hits a predictable ceiling: operating cash flow can't
fund the next opening, which in full service runs 320,000-420,000 USD of CapEx and drains 8—14 months of
treasury before reaching break-even. Bank debt at 2026 rates (12—18% annual in LATAM) erodes margin before
the unit matures, and diluting with equity sacrifices founder control. What | see in consulting: profitable groups
stuck at four locations not for lack of demand, but for lack of capital and a system to deploy it.

Against that wall, three vehicles allow growth with third-party capital: joint venture (an operating partner funds
CapEx and shares EBITDA), licensing (transfer of brand and know-how against a royalty, without daily control)
and franchise (the franchisee funds and runs a standardized system). Each moves a different lever: control,
scaling speed and quality. This white paper compares them with real unit economics, a risk matrix, an input-
inflation stress simulation and an actionable roadmap for the board, using the Masterestaurant methodology as
the decision framework. It is structured in six chapters —diagnosis, franchise, joint venture, licensing, numeric
comparison and roadmap— plus limitations, assumptions and a mini-case with anonymized cash figures.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

FRANCHISE JOINT VENTURE / LICENSING
CapEx per unit funded by the X 100% (180k—420k USD) v JV 40-60% - License 0%
operator
% of EBITDA retained by the X Royalty 5-7% + fee 4-5% v JV40-60% - License 3—6%
founder
Daily operational control X High (manual + audit) v JV medium-high - License low
Scaling speed at 24 months X  6-12 units v JV2-4 - License 3-8
Minimum operational maturity X 3+ locations, Prime Cost <60% v JV 1-2 locations - License 1
required
Brand-dilution risk X Low with audit v JV medium - License high
Structure CapEx payback X 18-30 months v JV 24-36 - License 12-20
Initial fee per unit to the X 25k-45k USD v JV O - License 15k—40k/yr
founder
Sensitivity to input inflation X Low (absorbed by the franchisee) v JV high - License nil for the licensor

Chapter 1 — Which vehicle gives you the most third-party capital leverage to scale?

If your restaurant already bills steadily and you want to scale without funding the CapEx of every new
location, franchising is the vehicle with the most third-party capital leverage.
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The franchisee puts up 100% of the 180,000 to 420,000 USD opening cost and takes on the daily operating risk,
while you collect an initial fee of 25,000 to 45,000 USD and a royalty of 4% to 7% on sales. The trade-off is
steep: it demands the highest operational maturity of the three models. At Masterestaurant | say it plainly: who-
ever franchises an undocumented system replicates their own mess at someone else's expense. The trigger
isn't your brand's demand, but having food cost and labor —Prime Cost— below 60% and stable unit economics
across at least three company-owned locations before selling the first unit. Think at scale: ten franchised open-
ings mobilize up to 4.2 million USD of capital that never touched your balance sheet or credit line.

Chapter 2 — Which vehicle gives you the most third-
party capital leverage to scale — in practice

That's the real appeal. But the same leverage that makes you big makes you fragile if the system isn't proven,
because every franchisee pays for a defect you never fixed. Owned growth stalls because the cash flow of three
or four locations won't fund a fifth opening without compromising the whole group's treasury. The numbers ex-
plain it: a full-service unit costs 320,000 to 420,000 USD of CapEx and takes 8 to 14 months to reach break-
even, draining cash while it matures. At debt rates of 12% to 18% annual in LATAM for 2026, interest eats the
margin before the unit produces. I've seen profitable groups frozen at four locations for years, not for lack of cus-
tomers but for lack of a mechanism to deploy third-party capital with order. The U.S. National Restaurant
Association (Research) documents that operating costs —food and labor— pressure sector margins, and that
pressure multiplies when scaling without a system.

Chapter 1 — Diagnosis: why owned growth stalls at the fourth location

The correct diagnosis separates two questions founders confuse: do | have demand for more locations? and do
| have a system someone else can run without me? The first is almost always yes. The second, almost never,
and it's the only one that decides whether you can cede third-party capital without burning the brand.
Franchising works when the recurring royalty funds a support structure that holds the standard without the
founder in every location. The typical numbers: initial fee of 25,000 to 45,000 USD per unit, royalty of 5% to 7%
on sales and a marketing fee of 2% to 3%. Over a network of ten locations billing 1.2 million USD each, that 6%
royalty totals 720,000 USD a year —enough to fund a support team of four to six people: operations, purchas-
ing, training and audit. That structure's payback runs 18 to 30 months.

Chapter 2 — Franchise: unit economics, fees and the support structure that pays for itself

Operational standardization is the asset you sell: standard recipes, spec sheets, menu engineering and check-
lists a manager executes without you. The dominant risk isn't financial but reputational. A franchisee serving
badly damages the brand of the other nine, and unlike the JV, you don't control their kitchen day to day: you
control it by contract, with quarterly audit and buyback right. Statista and industry associations show that fran-
chised chains with strong standards beat disorderly expansions on survival. A well-run franchise doesn't sell
food, it sells a system that produces identical food in any city. The joint venture keeps the founder's control and
shares the upside, but it also exposes your treasury to maturation risk. Here an operating partner contributes
50% to 70% of the CapEx —typically 160,000 to 250,000 USD in full service— and both split the EBITDA by the
agreed share, usually 40% to 60% for the founder who brings the brand and system.
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Chapter 3 — Joint venture: control retained, cash flow shared

The advantage over franchising is that you keep authority over operations and quality; you can intervene in the
kitchen, not just audit it. The hidden cost: if the unit takes the usual 8 to 14 months to reach break-even, you
bleed cash alongside the partner, not just them. I've seen groups with three simultaneous joint ventures run out
of liquidity because all three openings landed in the same quarter and none matured in time. The hard rule: nev-
er open two JVs in parallel if your treasury cushion is under six months of fixed costs. The JV is the best vehicle
to test a new territory with a local partner who knows the market, before committing the franchise system to that
geography. It's control in exchange for your own capital and shared cash risk: a trade that only pays when learn-
ing the territory is worth more than protecting treasury.

Chapter 4 — License: the lightest on capital and the most dangerous on quality

The license is the lightest model on capital and the most dangerous on quality because you cede the brand and
know-how without being able to audit the kitchen day to day. The licensee pays a royalty of 3% to 5% on sales
or a fixed annual fee of 15,000 to 40,000 USD, funds and operates on its own, and you don't touch its operation.
It sounds ideal for anyone wanting passive income with zero CapEx and a structure payback of just 12 to 20
months. The problem is reputational and asymmetric: a single location serving badly contaminates everyone's
perception, and without an audit clause you can't intervene until the damage is already in Google Reviews and
in the city's conversation. At Masterestaurant we reserve the license only for low-contact brand extensions —a
packaged product line, a retail corner, a kiosk format— never for the flagship restaurant nor for fine dining where
the experience is the product.

Chapter 4 — License: the lightest on capital and
the most dangerous on quality — in practice

If your brand equity is worth anything, an uncontrolled license erodes it faster than it monetizes it. The rule: li-
cense only what you can standardize into a closed spec sheet; never license what depends on a chef's real-time
judgment. In cold numbers, franchising transfers 100% of the CapEx —the 180,000 to 420,000 USD opening
cost— off your balance sheet, the joint venture 50% to 70%, and the license 100% but with zero operational
control. Your income per unit changes with the vehicle: a 4% to 7% royalty in franchising, a 40% to 60% EBITDA
share in JV, and a 3% to 5% royalty in license. On a location billing 1.2 million USD a year with a 15% EBITDA
(180,000 USD), that's 48,000 to 84,000 USD in franchise royalty versus 72,000 to 108,000 USD from your
EBITDA cut in a JV, and 36,000 to 60,000 USD in a license.

Chapter 5 — Numeric comparison: how much capital and EBITDA each model moves

The JV yields more per unit but demands your capital and your cash; franchising yields less per unit but scales
to ten locations without draining your treasury. The portfolio arithmetic is clear: if your constraint is capital, fran-
chise; if your constraint is controlling a key market, JV; if you want low-effort passive income in a packageable
format, license. The Masterestaurant methodology forces this calculation —CapEx funded, EBITDA retained,
payback and speed— in a common matrix before you sign anything, because deciding from memory is how you
lose years and locations. Against input inflation of 10% to 18% a year —the real range in LATAM in 2026— the
model that best protects your margin is franchising, because the food cost is absorbed by the franchisee, not
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you. In a simulation across ten units, if protein cost rises 15% and the franchisee doesn't adjust the menu, their
Prime Cost jumps from 58% to 64% and their EBITDA falls from 15% to 9%; your 5% royalty on sales barely
moves because you charge on sales, not on profit.

Chapter 6 — Input-inflation stress: which model absorbs the blow better in 2026

In a joint venture, by contrast, that same blow strips 6 points of EBITDA from every unit where you hold a stake:
with three JVs, you lose half your operating profit in a quarter. Licensing is indifferent to the licensor in the short
term, but if the licensee goes under on margins, you lose the royalty and are left with ghost locations carrying
your brand. That's why centralized purchasing is critical in JV and optional in franchising. Diego F. Parra insists:
negotiate supply contracts with a price ceiling before you scale, or inflation will decide for you which locations
survive. Sources like the FAO and USDA show food-price volatility is here to stay; the vehicle that doesn't pass
that risk to the operator leaves it with you. For a board of directors, the correct sequence is first consolidate
three company-owned locations with stable unit economics, then use joint ventures for the next two or three
openings in markets you want to control, and reserve franchising for broad geographic expansion once the sys-
tem is audited.

Chapter 10 — Board roadmap: in what order to deploy the vehicles

The license comes last and only for low-risk brand extensions. This sequence respects the real constraint: your
capacity to audit drops as you grow, so control must concentrate where learning still matters. A typical group fol-
lowing this roadmap goes from 3 to 12 locations in 36 months, investing its own capital only in the first five and
funding the remaining seven with third-party capital via franchising. The initial fee of 25,000 to 45,000 USD per
unit plus the recurring royalty also fund the support team the network needs to avoid degrading. The board must
set network KPIs —Prime Cost below 60%, NPS per location, audit compliance— and a per-unit approval gate:
no vehicle is signed if the candidate fails the 90-days-without-the-owner test in the pilot location. This framework
assumes a mid-to-high-ticket full service in LATAM with opening CapEx of 180,000 to 420,000 USD, mature-unit
EBITDA of 12% to 18% and debt rates of 12% to 18% for 2026; outside those ranges, recalibrate the figures be-
fore deciding.

Chapter 11 — Limitations, assumptions and when this framework does NOT apply

The royalty ranges (3% to 7%), JV EBITDA share (40% to 60%) and fees (25,000 to 45,000 USD) are observed
market bands, not legal constants: the real negotiation depends on your brand's strength and the territory's
scarcity. Three critical assumptions: that your Prime Cost is measurable and auditable, that your manual is gen-
uinely replicable (proven in the 90-days-without-the-owner test) and that a local legal framework for franchises
exists —in some markets franchise regulation adds disclosure and registration costs this model doesn't quantify.
The framework does NOT apply to low-CapEx dark kitchens (where leverage matters less), to fine dining depen-
dent on an irreplaceable chef (where no vehicle protects the experience) or to operations with food cost struc-
turally above 40% that haven't yet fixed their menu engineering. In those cases, consolidate the model before
scaling: ceding third-party capital over a broken system only distributes the problem.
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Chapter 12 — Limitations, assumptions and when
this framework does NOT apply — in practice

Diego F. Parra and Masterestaurant repeat it in every consultation: first you fix the unit, then you multiply it. The
franchise transfers 100% of CapEx and operational risk to the franchisee, but it only works if the system is docu-
mented and audited; without that, it's a reputational time bomb. The franchisor gains scale (6—12 units in 24
months) in exchange for a 5-7% royalty that must fund a real support structure of 4—6 people. The joint venture
keeps control and shares the upside, but also the treasury risk: if the unit doesn't mature, the founder bleeds
cash alongside the partner. It is the only vehicle where food cost and input inflation hit the founder's pocket di-
rectly, not the operator's. Licensing is the lightest vehicle on capital and the most dangerous on quality: you cede
the brand without auditing the kitchen, and one bad location contaminates everyone's perception.

Chapter 13 — Differences that decide the vehicle

Reserve licensing for low-contact extensions (packaged line, retail corner), never for the flagship restaurant. The
decision trigger isn't brand demand but system maturity: Prime Cost under control (<60%), a replicable manual
and stable unit economics across 3+ locations. Any vehicle deployed without those three foundations multiplies
a defect instead of multiplying profit.

POINT BY POINT

A/B analysis: franchise vs. JV and licensing

THIRD-PARTY CAPITAL LEVERAGE

A - FRANCHISE Franchise: 100% of B - MASTERESTAURANT JV 40-60% -

CapEx funded by the franchisee (180k— License 0% construction
420k USD/unit)

Verdict: The franchise maximizes third-party capital mobilized per unit: it funds ten openings
without touching your balance sheet, while the JV forces you to put up the remaining 40-60% of
every build from your own pocket.
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EBITDA RETAINED BY THE FOUNDER

A - FRANCHISE Royalty 5-7% + fee on B - MASTERESTAURANT JV cedes 40—
franchisee sales (48k—84k USD/unit on a 60% of the unit's EBITDA (72k—108k USD
1.2M USD location) of your cut)

Verdict: The JV yields more per dollar operated, but demands your capital; the franchise retains
less per unit and scales wider without draining treasury. The verdict depends on whether you
prioritize margin per unit or number of units.

OPERATIONAL QUALITY CONTROL

A - FRANCHISE High via manual and B - MASTERESTAURANT JV medium-high
quarterly audit with buyback right (operational authority) - License low (no
audit)

Verdict: Licensing is the weakest: a location serving badly contaminates the brand before you
can intervene. The JV keeps close control; the franchise sustains it only if the audit is real and
contractual, not decorative.

REQUIRED OPERATIONAL MATURITY

A - FRANCHISE 3+ |locations and B - MASTERESTAURANT JV 1-2 locations

consistent Prime Cost <60% - License 1 location

Verdict: The JV allows scaling with less maturity than the franchise, useful for testing a new

territory. But franchising without the three foundations multiplies an unfixed defect: every new unit
is a copy of your mess.
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SENSITIVITY TO INPUT INFLATION (2026)

A - FRANCHISE Low: food cost is B - MASTERESTAURANT JV high: -4 to -6
absorbed by the franchisee; your royalty pts of EBITDA per unit under a 12-15%
on sales barely moves shock

Verdict: In an environment of 10-18% annual input inflation, the franchise protects your margin
and the JV exposes it. With centralized purchasing and a price ceiling, the JV recovers ground;
without it, one bad quarter wipes out your profit.

SIDE-BY-SIDE COMPARISON

Franchise: maximum third-party capital leverage AGGRESSIVE SCALING

X The franchisee funds 100% of the opening CapEx (180,000-420,000 USD by format).

X Recurring franchisor income: royalty 5—7% of sales + marketing fee 2-3% + initial fee 25,000—45,000
USD.

X Requires a replicable manual, proven unit economics and 3+ owned reference locations.
X Scales to 6-12 units in 24 months with a support structure of 4—6 people.

X Main risk: franchising without a documented system destroys the brand at scale.

Joint Venture and Licensing: control vs. capital lighthness MASTERESTAURANT

v Joint venture: the operating partner funds 40—-60% of CapEx and shares negotiated EBITDA.
v"  Licensing: zero licensor CapEx, royalty 3—6% and weak quality control.

v" JV keeps more daily operational control; licensing cedes it almost entirely.

v"JV scales slowly (2—4 units/24 months); licensing can go faster but with more reputational risk.

v" Ideal for testing new territories before committing the franchise system.

SIDE-BY-SIDE COMPARISON
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Side-by-side comparison

CapEx per unit funded by the
operator

% of EBITDA retained by the
founder

Daily operational control
Scaling speed at 24 months

Minimum operational maturity
required

Brand-dilution risk
Structure CapEx payback

Initial fee per unit to the
founder

Sensitivity to input inflation

THE NUMBERS THAT MATTER

FRANCHISE

X 100% (180k—420k USD)

X Royalty 5-7% + fee 4-5%

X High (manual + audit)
X 6-12 units

X 3+ locations, Prime Cost <60%

X Low with audit
X 18-30 months

X  25k-45k USD

X Low (absorbed by the franchisee)

Figures that frame the decision

420

K USD
top full-service opening CapEx
that the franchisee funds

60 %

Prime Cost threshold below which

ceding third-party capital pays off

7 %

maximum royalty of sales that
sustains the franchise structure

12

MONTHS

typical break-even for a new full-service unit
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JOINT VENTURE / LICENSING

v JV 40-60% - License 0%

v JV40-60% - License 3—6%

v JV medium-high - License low
v JV2-4- License 3-8

v JV 1-2 locations - License 1

v JV medium - License high
v JV 24-36 - License 12-20

v JV O - License 15k—40k/yr

v JV high - License nil for the licensor
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LOCATIONS

minimum owned and proven before
franchising without hurting the brand

REAL CASE

“They had 4 owned locations and wanted to open the fifth with debt at 16%. We redirected: documented the
manual, closed Prime Cost at 58% and franchised two units. In 14 months they added 3 locations with
third-party CapEx (some 780,000 USD that never left their balance sheet), raised group EBITDA 22% and
never touched their credit line. The 35,000 USD initial fee per unit paid on its own for the operations analyst
who audited the network.”

— Group of 4 locations, signature cuisine, Andean market — expansion restructuring with
Masterestaurant

HOW TO APPLY IT IN YOUR RESTAURANT

How to decide and execute the vehicle

@ Audit system maturity
Before ceding third-party capital, verify Prime Cost is below 60%, that 3+ owned locations show
stable unit economics and that the operations manual is replicable by a third party without the
founder present. Run the 90-days-without-the-owner test: if quality drops when you're gone, you
don't have a system, you have dependency. If one fails, don't franchise: consolidate first.

@ Model each vehicle's unit economics
For each option —JV, licensing, franchise— project CapEx funded by the operator, EBITDA
retained by the founder, structure payback and scaling speed at 24 months. On a location billing
1.2M USD with 15% EBITDA, compare the 48,000-84,000 USD franchise royalty against the
72,000-108,000 USD from your EBITDA cut in a JV. Compare in a common matrix, not from
memory.

@ Run the stress simulation
Subject each vehicle to input inflation of 5%, 12% and 20%. Model what happens to your profit if
food cost rises those points: in franchising the franchisee absorbs it and your royalty barely
moves; in a JV you lose 4-6 points of EBITDA per unit. The vehicle that preserves positive
EBITDA under the 12% stress scenario —the most likely for 2026— wins; discard the one

whose margins collapse at the first shock.
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@ Shield control with audit and KPIs
Sign the vehicle with quarterly audit clauses, Prime Cost and NPS KPlIs, and a buyback right if
the franchisee breaches standard. Install a location-intelligence dashboard to pick territories and
centralized purchasing with a price ceiling. Quality control is the only thing that keeps scale from
destroying your brand.

FAQ

FAQ on expansion without own capital

When is franchising better than opening with own capital?

When Prime Cost is below 60%, you have 3+ owned locations with stable unit economics and a manual
replicable by third parties. Before that, franchising transfers an immature system and destroys the brand
at scale.

What's the difference between joint venture and licensing?

The joint venture shares CapEx (40-60% from the partner) and EBITDA while keeping operational control;
licensing cedes the brand against a 3—6% royalty without daily control. JV is safer on quality, licensing lighter
on capital.

How much third-party capital does a franchise mobilize?

The franchisee funds 100% of the opening CapEx, between 180,000 and 420,000 USD by format. The
franchisor receives a 5—7% royalty of sales plus a 2-3% marketing fee and a 25,000—-45,000 USD initial fee,
without putting up construction capital.

Which inflation scenario should | model for 2026?

Run 5%, 12% and 20% input inflation. The 12% base scenario is the most likely in LATAM for 2026; pick the
vehicle that preserves positive EBITDA under that stress and discard the one that collapses at the first shock.

DATA & SOURCES

Sector data 2026 (official sources)

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

Metric Benchmark 2026 Source
Operacion fuera del local ~75% del trafico Nation's Restaurant News
Hosteleria en Europa estadistica oficial de restauracion Eurostat
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Metric Benchmark 2026 Source

las 500 mayores cadenas concentran la apertura neta Nation's Restaurant News

Top 500 de cadenas
de unidades en EE.UU. — Top 500
Expansion internacional la expansion fuera de EE.UU. la lideran marcas de .
o QSR Magazine
QSR servicio limitado (QSR 50)
Prime cost a escala National Restaurant
55-65% de las ventas
(multi-unidad) Association
Margen neto del sector 3-9% Statista

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