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months without raising the perceived average check.

Verdict: multiplying food cost by a fixed factor (the traditional method) underprices your
star dishes and overprices the dogs on your menu. The Masterestaurant pricing
architecture sets every price by absolute contribution margin and real prime cost, not by a
percentage. Across 8,400 managed accounts, the shift recovers 4-7 EBITDA points in six

10 minread - 2026-07-08

INTELLECTUAL PROPERTY OF MASTERESTAURANT® — EXCLUSIVE FOR SECTOR LEADERS

An executive brief for owners and boards: pricing by food cost is the quietest and most expensive capital leak in

the average restaurant.

The traditional method confuses cost with price. Price is defined by what the guest will pay for the contribution

margin a dish adds to your break-even point, not a food-cost multiple.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

Decision basis

Target prime cost

Food cost per dish

Average contribution margin
Operating EBITDA

Re-pricing

TRADITIONAL METHOD
(FOOD COST x3)

X Food cost x fixed factor (2.8-
3.3)

X Unmeasured (60-68% actual)

X Uniform ~33% across the
menu

X $4.10 per dish
X 6-9% of sales

X Oncelyear, linear +8%

MASTERESTAURANT PRICING
ARCHITECTURE

v Absolute contribution margin + real
prime cost

v <55% controlled via theoretical vs
actual cost

v Variable 22-32% by menu-engineering
role

v $6.80 per dish (+66%)
v 13-17% of sales

v Quarterly, surgical per dish
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TRADITIONAL METHOD MASTERESTAURANT PRICING
(FOOD COST x3) ARCHITECTURE

Leak from mispriced dishes X $3,200-5,800/mo v < $600/mo

1. Why multiplying food cost by a fixed factor destroys margin

Multiplying food cost by a fixed factor underprices your star dishes and overprices the dogs on your menu: it is
the quietest capital leak in the average restaurant. If you apply a 3x multiplier to a 30% food cost, you peg every-
thing to the same theoretical 30%, but a star dish the guest would gladly pay 22% more for leaves $4 or $5 per
plate on the table. | have seen it in dozens of restaurants: a dish with a $3 food cost sold at $9 delivers $6 of
margin; that same dish at $11 delivers $8, 33% more dollars that fund payroll and rent. The percentage looks
identical on paper, but the cash register tells a different story. A fixed factor treats the menu like a photocopier
when every dish has its own elasticity. Price is set by what the guest is willing to pay for the contribution margin
that dish adds to your break-even point, not a multiple of food cost.

2. Cost is not price: what actually sets the price

The traditional method confuses cost with price and that is why it leaves money on the table every service. At
Masterestaurant we set each price by absolute contribution margin (price minus variable cost in dollars), not by
percentage: those dollars are the only ones that pay payroll, rent and utilities, which are NOT loaded onto the
plate but onto the break-even point. A restaurant with 120 covers a day and an average margin of $12 generates
$1,440 daily; raising that average margin by $1.50 with well-architected prices adds $180 a day, around $65,000
a year in a single location. Food cost per dish is still the ceiling: 32% is the maximum, not the target. Menu engi-
neering classifies each dish by popularity and margin into four categories, and each one demands a different
pricing decision: stars (high popularity, high margin), plowhorses (high popularity, low margin), puzzles (low pop-
ularity, high margin) and dogs (low popularity, low margin).

3. Menu engineering: four dish types, four different prices

A fixed factor treats all four the same; the Masterestaurant architecture separates them. You protect the star and
raise its price with surgical care. You work the plowhorse's cost to lift its margin without touching the price that
makes it popular. You reposition the puzzle on the menu or lower its price to move it. You cut or redesign the
dog. On a 40-dish menu, typically 8 stars generate 45% of total margin: treating them like the rest is giving away
your best asset for free. Freezing prices for a whole year while real cost climbs every month is the mistake | see
over and over, and it opens a gap between theoretical cost and real cost that turns into a capital leak. The
Masterestaurant pricing architecture recalibrates every quarter against the real cost of purchases, not against a
spec sheet from twelve months ago. If your protein rose 8% in a quarter and your price never moved, your real
food cost jumped from 30% to 32.4% and your margin per dish fell silently.

4. The costliest mistake: freezing prices for a whole year

In a restaurant selling 900 plates of that item a month, that $0.70-per-plate gap is $630 monthly, $7,560 a year
that vanish without anyone spotting them on the income statement until it is too late. Quarterly recalibration clos-
es the leak before it bleeds. Real prime cost (food cost plus total labor cost, as a percentage of sales) is the
metric the board must watch, not food cost in isolation: below 60% the restaurant breathes, above 65% it starts
to suffocate. The Masterestaurant pricing architecture sets each price against real prime cost, not against a the-

www.masterestaurant.com - Executive Brief - Menu pricing: the traditional method is leaking your EBITDA Page 2 of 9


https://masterestaurant.com/Herramienta-Calculo-Margen-Contribucion-Unitario-Restaurantes-Masterestaurant.html

oretical food percentage that ignores the labor that dish demands. A dish with low food cost but very high prep
load can have worse prime cost than one with a 34% food cost and fast execution. That is why the same 30%
food cost can hide a healthy 58% prime cost or a toxic 68% one.

5. Real prime cost: the metric the board must watch

For the owner and the board, governing prime cost quarter by quarter is governing profitability; food cost is only
half the equation. Moving from the fixed factor to the Masterestaurant pricing architecture typically recovers 2 to
4 points of operating margin in 90 days, without touching quality or scaring off guests. The method is concrete:
you classify the menu by popularity and margin, set price by absolute contribution margin dish by dish, keep real
prime cost below 60% and recalibrate every quarter. Diego F. Parra and the Masterestaurant team have applied
it from the kitchen to the boardroom: in a $1.2 million-a-year location, recovering 3 points of margin is $36,000 a
year dropping straight to the bottom line. It is not raising everything 10% and praying; it is price surgery where
the margin allows it and restraint where the guest is sensitive. The concrete next step: audit your eight best-sell-
ing dishes and calculate their absolute contribution margin this week.

6. The 3 differences that move EBITDA

The traditional method optimizes a percentage (food cost); the Masterestaurant architecture optimizes absolute
dollars of contribution margin, the only thing that pays payroll and rent. A fixed factor treats every dish alike;
menu engineering ranks them by popularity x margin and sets a different price for stars, plowhorses, puzzles
and dogs. Traditional pricing freezes for a year; the pricing architecture recalibrates each quarter against actual
cost, closing the theoretical-vs-actual gap before it becomes a capital leak.

POINT BY POINT

Traditional vs Masterestaurant, criterion by criterion

PRICING DECISION BASIS

A - TRADITIONAL METHOD (FOOD COST B - MASTERESTAURANT The absolute
x3)

contribution margin in USD each dish adds

A food-cost percentage applied blindly to break-even

across the menu.

Verdict: Absolute margin is the only thing that pays payroll and rent; the percentage is accounting
vanity. Masterestaurant wins.
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PRIME-COST CONTROL

A - TRADITIONAL METHOD (FOOD COST B - MASTERESTAURANT Anchored < 55%
x3)
with weekly theoretical vs actual cost.
Unmeasured; often spikes to 60-68%

unnoticed.

Verdict: Pricing without controlling prime cost plugs one leak while opening another.
Masterestaurant wins.

RE-PRICING CADENCE

A - TRADITIONAL METHOD (FOOD COST B - MASTERESTAURANT Quarteﬂy and
x3)
. _ surgical, dish by dish against actual cost.
Once a year, linear hike for all.

Verdict: Input inflation doesn't wait twelve months; quarterly re-pricing protects EBITDA.

Masterestaurant wins.

MENU TREATMENT

A - TRADITIONAL METHOD (FOOD COST B - MASTERESTAURANT Menu
x3)
engineering: stars, plowhorses, puzzles

Every dish is equal before the factor. and dogs with their own price.

Verdict: Optimizing the mix is worth more than optimizing the average price. Masterestaurant

wins.

SIDE-BY-SIDE COMPARISON
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Traditional method sTATUS Quo

X Multiplies food cost by one factor across the whole menu.

X Ignores prime cost (food + labor) as the real constraint.

X Raises every price by the same % once a year.

X Fails to separate stars from dogs on the menu.

X Underprices high-margin dishes and taxes the check.

Masterestaurant architecture MASTERESTAURANT

v' Sets every price by absolute contribution margin in USD.

v/ Controls prime cost < 55% via weekly theoretical vs actual cost.

v" Applies menu engineering: push stars, re-engineer dogs.
v"  Re-prices per dish each quarter, not linearly.

v" Aligns price, break-even and cash flow as one system.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

TRADITIONAL METHOD
(FOOD COST x3)

Decision basis X Food cost x fixed factor (2.8-
3.3)

Target prime cost X Unmeasured (60-68% actual)

Food cost per dish X Uniform ~33% across the
menu

Average contribution margin X $4.10 per dish

Operating EBITDA X 6-9% of sales

MASTERESTAURANT PRICING
ARCHITECTURE

v Absolute contribution margin + real

prime cost

v <55% controlled via theoretical vs
actual cost

v Variable 22-32% by menu-engineering
role

v $6.80 per dish (+66%)

v 13-17% of sales
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TRADITIONAL METHOD MASTERESTAURANT PRICING

(FOOD COST x3) ARCHITECTURE
Re-pricing X Oncelyear, linear +8% v Quarterly, surgical per dish
Leak from mispriced dishes X  $3,200-5,800/mo v < $600/mo

THE NUMBERS THAT MATTER

Numbers a CEO underlines

Qs

of EBITDA recovered in 6 months moving

from food cost to contribution margin

66 %

higher average contribution margin
per dish with menu engineering

60 %

of restaurants price only by food
cost, never measuring prime cost

5 %

average net margin of full-
service restaurants industry-wide

33 %

traditional food-cost target the MR
architecture turns variable 22-32%

average monthly leak from mispriced
dishes in an $80k/mo location

VISUALIZATION

The numbers, visualized
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REAL CASE

“They priced everything at food cost times three. Their best-seller, a risotto, left $2.10 of margin; the steak
that barely sold left $11. We re-engineered the menu by contribution margin and prime cost: six months
later EBITDA went from 7% to 14% with no perceptible check increase. Price wasn't the problem; the

decision architecture was.”

— Diego F. Parra, founder of Masterestaurant
HOW TO APPLY IT IN YOUR RESTAURANT

Strategic roadmap in 3 phases

@ Phase 1 — Operational due diligence (weeks 1-3)
Deliverable: prime-cost map per dish and menu-engineering classification
(stars/plowhorses/puzzles/dogs). Success metric: 100% of the menu with theoretical cost and
absolute contribution margin computed; theoretical-vs-actual gap quantified in USD.

@ Phase 2 — Pricing architecture (weeks 4-8)
Deliverable: new price grid set by contribution margin and prime cost < 55%, not by a factor.
Success metric: +40% average contribution margin per dish and break-even recalculated for the

new mix.
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@ Phase 3 — Governance and quarterly re-pricing (month 3 onward)
Deliverable: managerial P&L with surgical quarterly re-pricing and actual-cost deviation alerts.
Success metric: sustained +4 EBITDA points and leak from mispriced dishes < $600/mo.

FAQ

Boardroom questions

Why isn't food cost times three enough?

Because that factor assumes every dish contributes the same margin and absorbs the same labor, which is
false. You underprice your stars and overprice slow movers, leaking the absolute contribution margin that
actually pays your break-even point.

What is prime cost and why does it rule over food cost?

Prime cost is food cost plus direct labor; if it exceeds 55% of sales, no price saves you. Pricing without
controlling it optimizes one part while the other leaks capital. The Masterestaurant architecture sets price and
prime cost as a single system.

Won't raising prices cost me guests?

The pricing architecture rarely raises the perceived check: it re-engineers the menu to push high-margin dishes
and adjusts surgically per dish. Across 8,400 accounts, EBITDA rose 4-7 points with no traffic drop because the
mix changed, not the average price.

How long until EBITDA moves?

The roadmap delivers the new price grid in 8 weeks and EBITDA holds +4 points by month 6. The theoretical-vs-
actual cost gap closes sooner, because quarterly re-pricing keeps input inflation from reopening it.

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
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 . . ) o
¢ 28-35% (promedio full-service 32.4%) National Restaurant Association
sector
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Metric
Costo laboral

Flujo de caja en
pymes

Costos y demanda
2026

Prime cost
recomendado

Benchmark 2026
25-35% de los ingresos

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

alzas de costos persistentes con demanda resiliente
en restaurantes

55-65% de las ventas

Source

U.S. Bureau of Labor Statistics

Inc. (estudio U.S. Bank)

Bloomberg Linea

Nation's Restaurant News

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