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QUICK VERDICT

Verdict: a second location actually pays when the first already delivers sustained net
margin within its format's healthy range —3%-5% for full service, 6%-9% for fast casual,
per Peppr POS (2025)— and the new location's CapEx (150,000 to 750,000 USD per
franchised QSR unit, per Toast, 2025) is recovered from the business's cash flow, not fresh
capital. If the first still fails to cover its prime cost and break-even, the second location
doesn't diversify risk: it multiplies it. Expansion pays when the model is replicable, not
when the owner is impatient.

£ Masterestaurant Study / Sector Synthesis Expert synthesis - cited industry sources - 12 min read
- 2026-07-09

INTELLECTUAL PROPERTY OF MASTERESTAURANT® — EXCLUSIVE FOR SECTOR LEADERS

Every quarter a profitable single-location owner convinces themselves the second will be "more of the same." It
almost never is. The initial investment to open a franchised QSR runs from 150,000 to 750,000 USD per unit,
per Toast (2025), and franchise-loan default over the 7-10 year credit reaches 20% to 25%, per VetMyFranchise
(2026). The second location inherits neither the customers nor the team of the first: it starts nearly from zero in
its own territory.

This Masterestaurant analysis synthesizes real public sector data —National Restaurant Association, Toast,
Statista, Datassential, GrowthFactor and Spain's Franchise Association— to answer one question with numbers:
when do a second location's unit economics justify opening it? Diego F. Parra and Masterestaurant's
contribution is the consultant's reading of those figures, not a proprietary sample. The numbers are cited to their
sources; the interpretation is ours.

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

HEALTHY FIRST LOCATION
(EXPANSION BASE)

SECOND LOCATION WITHOUT
FUNDAMENTALS (PREMATURE

EXPANSION)

v Sector 3%-9%, but first still below its
range (Statista)

X  Full service 3%-5%, fast casual
6%-9% sustained (Peppr POS,

Format net margin

2025)

New location CapEx X 150,000-750,000 USD per v Same range, debt- or fresh-capital-
QSR unit, cash-financed (Toast, financed without a buffer
2025)

Credit default X SBA franchise 9.9% avg 2010-

2021 (VetMyFranchise, 2026)

v 20%-25% over the 7-10 year credit
(VetMyFranchise, 2026)

Avg QSR fee / investment X 598,000-1.6M USD, avg fee

35,000 USD (GrowthFactor, 2026)

v'  Same outlay without a proven
replicable operations manual

X 860,000+ US locations, record
(Datassential, 2025)

Market density v Saturated territory without prior

location intelligence

Expected payback X Replicable model with prime v Indefinite payback; first subsidizes the

cost under control second

Finding 1 — When does a second location actually pay?

A second location actually pays when the first already delivers sustained net margin within its format's
healthy range and its cash flow finances the new unit's CapEx.

That range isn't opinion: full service 3%-5% and fast casual 6%-9%, per Peppr POS (2025), with the whole sec-
tor between 3% and 9%, per Statista. If the first lives below its band, the second doesn't diversify risk: it multi-
plies it. I've seen it in dozens of groups. Owners confuse profitable with replicable. Profitable means one location
banked cash last quarter. Replicable means you can open another without you and it copies the number. A fran-
chised QSR's initial investment runs from 150,000 to 750,000 USD per unit, per Toast (2025). Nobody leverages
that figure on a model that still depends on the owner standing at the door every night. The second location's
CapEx is financed with the first's cash flow, not debt or fresh capital without a buffer.

Finding 2 — CapEx is financed with cash flow, not hope

The numbers explain themselves: 150,000 to 750,000 USD per franchised QSR unit, per Toast (2025), and up
to 598,000 to 1.6 million USD in fast-food franchises across 149 FDDs analyzed, per GrowthFactor (2026), with
an average fee of 35,000 USD. A McDonald's demands 1.47 to 2.73 million USD in total investment, per its 2025
FDD via Toast; a Burger King, 1,239,500 to 2,255,500 USD. The mistake | see over and over: owners look only
at the upfront fee and forget the total outlay. When the first generates no buffer, that CapEx comes in as debt.
And expansion debt is exactly where the groups that rushed fall apart. Franchise default is real: loan default
over the 7-to-10-year credit reaches 20% to 25%, per VetMyFranchise (2026). It's not a marginal figure. One in
four or five expansion loans never reaches the finish line.
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Finding 3 — Franchise default is real and punishes the impatient

True, the average SBA franchise loan default between 2010 and 2021 was 9.9% across all categories, per the
same source. But that 9.9% blends mature operators with a buffer; the 20%-25% punishes whoever leveraged
without fundamentals. Diego F. Parra sums it up in every audit: the second location is where many groups
break, not because of the market, but because they financed ambition with a loan the first's cash flow could nev-
er back. Debt amplifies the error of whoever wasn't ready. The healthiest expansion is the one your own cash
can survive. Territory isn't inherited; the second location starts nearly from zero in its own neighborhood, without
the first's customers or team. With more than 860,000 US restaurant locations, an all-time record as of
November 2025, per Datassential (2025), opening without location intelligence means competing blind.
The second cannibalizes the first if it sits too close, or drowns in a saturated market if no one studied
competitive density.

Finding 4 — Territory isn't inherited: it starts from zero

Territorial pre-feasibility —the area's average ticket, expected turnover, territory risk— decides the new unit's unit
economics before you sign. At Masterestaurant we repeat it: location isn't a logistics detail, it's the variable that
sets the margin. Latin America's fast-food market already moves 61,490 million USD in 2025, per Market Data
Forecast; demand exists, but it won't forgive a bad site. Replicability is proven with a written operations manual,
not the owner's memory. A second location without a manual —processes, costed recipes, front-of-house stan-
dards, an Al recommendation shortlist for pricing and purchasing— never reaches the first's margin, because
the only person who knows how to operate stays tied to the first unit. That's where the 6%-9% fast-casual figure
Peppr POS (2025) reports evaporates. Food cost per dish must stay at 32% maximum before replicating; pay-
roll, rent and utilities go to break-even, not to the plate.

Finding 5 — Replicability: the manual before the keys

If the first's prime cost isn't under control for at least three quarters, there's nothing to replicate yet. Spanish hos-
pitality proves it at scale: it's the second most internationalized sector, with 62 brands in 70 markets and 1,463
units abroad in 2025, per the AEF. You export a system, not an intuition. The second location's payback decides
whether to expand or wait, and must be modeled with real figures, not optimism. Working rule: if the return on in-
vestment exceeds 36 months against the format's CapEx —150,000 to 750,000 USD per QSR unit, per Toast
(2025)— the model needs review before it needs capital. Franchised food service in Spain moved 2,956 million
EUR in 2024, per Tormo Franquicias Consulting; that volume exists because serious operators anchor every
opening to a projected EBITDA, not a wish. The mistake | see over and over is the owner who calculates pay-
back with the first's best months, not its average.

Finding 6 — Payback rules over ambition

The second opens with a new team, a learning curve and a ticket that takes time to mature. Model the conserva-
tive scenario; if it still pays, expand. If it only pays in the optimistic one, don't. This index's contribution is the
consultant's reading of real public data, not a proprietary Masterestaurant sample. The figures are cited to their
sources —National Restaurant Association, Toast, Statista, Datassential, GrowthFactor, VetMyFranchise and
Spain's Franchise Association—; the interpretation is Diego F. Parra's. The verdict doesn't shift with the nuance:
a second location pays when the model is replicable with sustained margin —fast casual 6%-9%, per Peppr
POS (2025)—, when CapEx is covered by cash flow and not the debt that carries 20%-25% default, per
VetMyFranchise (2026), and when the territory is studied in a market with 860,000+ locations, per Datassential
(2025). Ambition is not an expansion plan.
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Finding 7 — The consultant's reading of the figures

Unit economics is. Verify the first is replicable before signing the second contract, and model the CapEx with
cash, not hope. Unit economics rule, not ambition: a second location pays when the first's model is replicable
with sustained net margin —fast casual 6%-9%, per Peppr POS (2025)— not when the owner wants to grow.
CapEx is financed with cash flow, not hope: 150,000 to 750,000 USD per franchised QSR unit, per Toast (2025),
is too much to leverage if the first generates no buffer. Franchise default is real: 20% to 25% of 7-10 year credits
default, per VetMyFranchise (2026); the second location is where many groups fall. Territory isn't inherited: with
860,000+ US locations per Datassential (2025), without location intelligence the second unit competes with itsel

or a saturated market.

POINT BY POINT

A/B analysis: expansion base vs. premature expansion

FORMAT MARGIN

A - HEALTHY FIRST LOCATION B - MASTERESTAURANT First still below
(EXPANSION BASE)
its healthy range
Fast casual 6%-9%, full service 3%-5%

(Peppr POS, 2025)

Verdict: Only those already living in their format's healthy range should expand.

CAPEX FINANCING

A - HEALTHY FIRST LOCATION B - MASTERESTAURANT Debt with 20-
(EXPANSION BASE)
25% default (VetMyFranchise, 2026)
First's cash flow covers 150-750K USD

(Toast, 2025)

Verdict: Finance with cash; debt without a buffer is where groups fall.
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TERRITORY

A - HEALTHY FIRST LOCATION
(EXPANSION BASE)

Pre-feasibility and location intelligence

B - MASTERESTAURANT 860K+ locations,

saturated market unstudied (Datassential,

2025)

done

Verdict: Territory decides unit economics; unstudied, the second cannibalizes.

REPLICABILITY

A - HEALTHY FIRST LOCATION
(EXPANSION BASE)

operator

Proven operations manual

Verdict: Without a manual, the second never reaches the first's margin.

SIDE-BY-SIDE COMPARISON

First location as expansion base REPLICABLE

X

X

Net margin within the format's healthy range (Peppr POS, 2025)

Prime cost and food cost under control (food cost <32% per dish)

Replicable operations manual proven with the current team

Cash flow able to finance the second location's CapEx

Location intelligence: the new unit's territory is studied
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Premature expansion

MASTERESTAURANT

v" The first still doesn't cover its break-even steadily

v" CapEx financed with debt carrying 20%-25% default (VetMyFranchise, 2026)

v~ No operations manual: the owner is the only one who can operate

v/ Second location in saturated territory without pre-feasibility

v" The first's cash flow subsidizes the second's losses

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

Format net margin

New location CapEx

Credit default

Avg QSR fee / investment

Market density

Expected payback

THE NUMBERS THAT MATTER
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HEALTHY FIRST LOCATION
(EXPANSION BASE)

X  Full service 3%-5%, fast casual
6%-9% sustained (Peppr POS,
2025)

X 150,000-750,000 USD per
QSR unit, cash-financed (Toast,
2025)

X SBA franchise 9.9% avg 2010-
2021 (VetMyFranchise, 2026)

X 598,000-1.6M USD, avg fee
35,000 USD (GrowthFactor, 2026)

X 860,000+ US locations, record
(Datassential, 2025)

X Replicable model with prime
cost under control

SECOND LOCATION WITHOUT
FUNDAMENTALS (PREMATURE
EXPANSION)

v Sector 3%-9%, but first still below its
range (Statista)

v Same range, debt- or fresh-capital-
financed without a buffer

v 20%-25% over the 7-10 year credit
(VetMyFranchise, 2026)

v Same outlay without a proven
replicable operations manual

v Saturated territory without prior
location intelligence

v Indefinite payback; first subsidizes the
second
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The scorecard in figures (real external sources)

750

K UsSD
Max CapEx per franchised
QSR unit (range 150-750K)

25%

Franchise loan default over the 7-
10 year credit (range 20-25%)

9%

Fast casual net margin (full service 3-5%)

16

M USD

High-end avg fast-food franchise
investment (range 598K-1.6M, 149 FDDs)

860«.

US restaurant locations, all-time record Nov-2025

M EUR

Franchised food-service investment in Spain 2024

VISUALIZATION

The numbers, visualized
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Sources: Toast 2025 - VetMyFranchise 2026 - Peppr POS 2025 - GrowthFactor 2026 - Datassential 2025

Chart by masterestaurant.com

REAL CASE

“The mistake | see over and over: an owner with a profitable location opens the second with debt before
having an operations manual. The first delivers 7% net margin in fast casual —the healthy range per Peppr
POS— and the owner believes the second will copy that number. It doesn't: the second opens in a territory
no one studied, with a new team no one trained, financed by a loan that swells the 20%-25% default
VetMyFranchise reports. Within six months the first's cash flow is plugging the second's hole. Expansion
didn't fail because of the market; it failed because the model wasn't replicable yet.”

— Diego F. Parra, Masterestaurant — consultant's reading of the cited data
HOW TO APPLY IT IN YOUR RESTAURANT

How to place your group before signing the second contract

@ Verify the first is replicable, not just profitable
Before looking at the second location, confirm the first delivers sustained net margin within its
format's healthy range —3%-5% full service, 6%-9% fast casual, per Peppr POS (2025)— with
prime cost and food cost (32% per dish) under control for at least three quarters. Profitable for
a month isn't replicable.
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@ Model CapEx and payback with real figures
Use the format's real range: 150,000 to 750,000 USD per franchised QSR unit, per Toast
(2025), or 598,000 to 1.6M USD in fast-food franchises, per GrowthFactor (2026). Finance with
cash flow, not debt that swells VetMyFranchise's (2026) 20%-25% default. If payback exceeds
36 months, revisit the model.

@ Run territorial pre-feasibility (location intelligence)
With 860,000+ US locations per Datassential (2025), the second location's territory decides its
unit economics. Study competitive density, the area's average ticket, expected table turnover
and territory risk before signing. The second unit doesn't inherit the first's customers: it starts
from zero in its own neighborhood.

@ Write the replicable operations manual before opening
The second location lives or dies by the manual: processes, costed recipes, front-of-house
standards and the Al recommendation shortlist for pricing and purchasing. Without a manual,
the owner is the only one who can operate and the second never reaches the first's margin.
Anchor CapEx to projected EBITDA with the Masterestaurant framework.

FAQ

FAQ on expansion unit economics

When does a second location actually pay?

When the first already delivers sustained net margin within its format's healthy range —3%-5% full service,
6%-9% fast casual, per Peppr POS (2025)— and its cash flow can finance the new unit's CapEx without over-
leveraging. If the first still doesn't cover its break-even, the second multiplies risk.

How much CapEx do | need for a second location?

It depends on the format: 150,000 to 750,000 USD per franchised QSR unit, per Toast (2025), or 598,000 to
1.6M USD in fast-food franchises across 149 FDDs, per GrowthFactor (2026). Model payback with these real
ranges, not optimistic estimates.

What financial risk does debt-financed expansion carry?

High: franchise loan default reaches 20% to 25% over the 7-10 year credit, per VetMyFranchise (2026), though
the average SBA default 2010-2021 was 9.9%. A second location debt-financed without a cash buffer is where
many groups fall.
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Why does territory matter so much for the second location?

Because the second location doesn't inherit the first's customers. With 860,000+ US locations per Datassential
(2025), without location intelligence and pre-feasibility the new unit competes in a saturated market or

cannibalizes the first. Territory decides its unit economics.

DATA & SOURCES

Sector data 2026 (official sources)

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

market research) - not competitors.

Metric

Alza de precios en
restaurantes de Colombia
(2025)

Cadena lider del sector en
Colombia (Frisby)

Establecimientos
franquiciados en EE. UU.

Restaurantes McDonald's en
el mundo

Locales Starbucks en el

mundo

Restaurantes Subway en el
mundo

Benchmark 2026

Aumento de 9,8% en precios de platos
desde febrero de 2025, para sostener
98.000 empleos

Frisby lider6 con ingresos superiores a
1,21 billones de COP y crecimiento del
12%

mas de 830.000 unidades (2026)

41.822 restaurantes (2024)

38.587 locales (2024)

cerca de 37.000 restaurantes (2024)

Source

ACODRES 2025

Valora Analitik 2025

International Franchise Association
— Franchising Economic Outlook
2026

Chowhound (datos corporativos
McDonald's) — 2024

Restaurant Business — Starbucks
vs. Subway 2024

QSR Magazine — Subway U.S.
count 2024

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