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QUICK VERDICT

* Executive Brief Strategic brief - CEOs, boards & investors

- 11 min read

Food cost isn't a number you glance at month-end: it's the capital leak that decides
whether your restaurant is an asset or a badly paid job. The mistake | see across most of
the 8,400 units we've operated is treating it as a kitchen metric when it's a boardroom
variable. The right method turns it into decision architecture: theoretical cost calculated
per recipe, measured against actual cost every week, and the gap attacked as an EBITDA
risk. An owner who does this recovers 4 to 7 margin points in 12 months. One who keeps
watching the monthly average discovers the leak only after it has eaten his cash flow.

- 2026-07-08

INTELLECTUAL PROPERTY OF MASTERESTAURANT® — EXCLUSIVE FOR SECTOR LEADERS

This brief is written for the owner or investor who already has revenue and still sees no clean profit. It isn't a
tutorial on how to run a percentage: it's the strategic read on why your average food cost hides your real unit-

economics problem.

The thesis is simple and hard: badly governed food cost doesn't cost you margin points, it costs you the
ability to scale. A restaurant that can't control theoretical versus actual cost cannot open a second location

without multiplying the leak. The Masterestaurant methodology treats this as systems engineering, not as

purchasing discipline.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

TRADITIONAL APPROACH
(MONTHLY AVERAGE)

Real food cost target achieved X
Theoretical vs actual cost gap X
Prime cost (food + labor) X

Measurement frequency X

34-38%
6-9 pts unexplained
68-72%

Once/month at period end

MASTERESTAURANT METHOD
(SYSTEMS ARCHITECTURE)

v

v

27-30%
<1.5 pts audited weekly
58-62%

Weekly by recipe and station
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TRADITIONAL APPROACH MASTERESTAURANT METHOD

(MONTHLY AVERAGE) (SYSTEMS ARCHITECTURE)
Unrecorded waste and leakage = X 4-6% of purchases v £1.2% with blind counts
EBITDA impact over 12 X Stagnant or negative v +4to +7 pts recovered
months
Scalability to a second unit X Multiplies the leak v Audited replicable system

1. Why food cost is a boardroom variable, not a kitchen metric

Food cost is not a number you check at month-end: it is the capital leak that decides whether your restaurant is
an asset or a badly paid job. The mistake | see across most of the 8,400 units we have operated at
Masterestaurant is treating it as a kitchen metric when it is a boardroom variable. Every ungoverned percentage
point on annual sales of 1.2 million dollars is 12,000 dollars that never returns to your pocket. Diego F. Parra
puts it plainly: the kitchen generates it, but the board loses it. An owner who reviews cost only when the accoun-
tant arrives has already lost the quarter; the one who reads it week by week turns that leak into 4 to 7 sustained
points of EBITDA. That is the difference between high revenue and actual money. The month-end accounting
average is the lie that costs a restaurant owner the most.

2. The monthly average hides the gap that is robbing you

The right method does not measure a 30% average food cost: it measures the gap between theoretical cost —
what the recipe should cost— and the real cost the inventory reveals. In the units we operate at
Masterestaurant, that gap runs between 3 and 9 points, and that is where waste, overportioning, theft and poorly
negotiated buying hide. A dish with a 28% theoretical food cost that actually runs at 35% is draining 7 points on
every sale, and the average will never tell you. Measuring the gap by recipe and by season, week by week,
turns what used to be a month-end mystery into something you can act on. What you do not separate, you
cannot fix. Raising prices when margin tightens is the instinct that sinks profitable restaurants. The traditional
operator reacts through the menu and erodes demand without touching the cause; the capitalist first attacks the
reason the same dish costs a different amount each week.

3. Raising prices is the operator's reflex; killing variability is the capitalist's

That operational variability —portions by eye, unrecorded waste, contract-free purchasing— is 70% of the leak
in the kitchens we have audited. Diego F. Parra has seen it again and again: you fix the portion with a scale and
a spec sheet before touching a single price. Only afterward, with menu engineering, do you adjust what the cus-
tomer pays. The measured difference between the two approaches, across the units we have operated, is 4 to 7
points of EBITDA that stay in the register instead of evaporating. Uncontrolled food cost does not cost you
margin points: it costs you the second location. The hard thesis of this brief is that whoever does not measure
theoretical cost against real cost cannot scale without multiplying the leak. If your first unit loses 5 points to
variability, three locations lose those 5 points three times over, plus the loss of you no longer standing on
the line.
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4. Ungoverned food cost does not cost margin: it costs your ability to scale

Across a network of three restaurants selling 1.5 million each, 5 points are 225,000 dollars a year that vanish
without triggering any alarm. At Masterestaurant we treat this as systems engineering, not as a purchasing disci-
pline: spec sheets, theoretical cost per recipe and cyclical counts that replicate identically in every unit. A system
scales; one person watching the kitchen does not. A 32% food cost per dish is the maximum you can tolerate,
not the goal, and confusing the two is expensive. In the Masterestaurant methodology, 32% is the ceiling of what
a single dish can cost without bleeding; most of your menu should run between 24% and 30% so the mix carries
the weight of the operation. A constant error | see is loading payroll, rent and utilities onto the dish to justify
prices: that is not food cost, it is break-even, and mixing them distorts every decision.

5. 32% is not a target, it is a ceiling you should rarely touch

Food cost measures only the ingredient against that dish's sale. When an owner tells me his cost is 40%, he is
almost always adding what he should not or buying without negotiating volume. Separating the two figures is the
first step to stop guessing. If you already bill well and still see no clean profit, your problem is not sales: it is unit
economics. This brief is written for the owner or investor who fills tables and closes the month with no cash, and
the strategic read is clear: your average food cost is hiding your real problem. The concrete action is not a per-
centage tutorial, it is installing three things this week: a costed spec sheet for your 15 top-selling dishes, an in-
ventory count that closes the theoretical-real gap, and a dashboard that compares both costs every seven days.
In the units where Diego F. Parra implemented exactly this, the leak fell from 8 points to 2 in one quarter.

6. What this brief demands from the owner who bills well but sees no profit

You do not need to raise a single price to recover 6 points of margin; you need to stop operating blind. The tradi-
tional approach measures food cost as a month-end accounting average; the right method measures it as the
gap between theoretical and actual cost, week by week, by recipe and by station. That gap is where the capital
leak lives: waste, over-portioning, theft and poorly negotiated purchasing. The average hides it; the gap exposes
it and makes it actionable. The traditional operator reacts by raising prices when margin tightens, which erodes
demand without solving the cause. The capitalist first attacks operational variability —the reason the same dish
costs differently each week— and only then adjusts price with menu engineering. The difference between the
two approaches, measured across the units we've operated, is 4 to 7 sustained points of EBITDA.

POINT BY POINT

Operator vs capitalist: the criterion-by-criterion analysis

DEFINITION OF FOOD COST

A - TRADITIONAL APPROACH (MONTHLY B - MASTERESTAURANT Prime-cost and
AVERAGE)

EBITDA variable governed as risk
Kitchen metric reviewed month-end

Verdict: The right method treats food cost as a boardroom decision, not a chef's.
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UNIT OF MEASURE

A - TRADITIONAL APPROACH (MONTHLY B - MASTERESTAURANT Weekly gap
AVERAGE)

between theoretical and actual cost per

Monthly average of purchases over sales .
recipe

Verdict: The gap exposes the leak the average hides: that's where lost profit sits.

RESPONSE TO TIGHT MARGIN

A - TRADITIONAL APPROACH (MONTHLY B - MASTERESTAURANT Attack
AVERAGE)

operational variability before touching price
Raise prices blindly

Verdict: Closing the gap is worth 4-7 EBITDA points without eroding demand.

SCALABILITY

A - TRADITIONAL APPROACH (MONTHLY B - MASTERESTAURANT Replicable,
AVERAGE)

auditable system for due diligence
Each new unit multiplies the leak

Verdict: The method turns food cost into a replicable asset, not a kitchen-hero dependency.

SIDE-BY-SIDE COMPARISON
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The operator who watches the average CAPITAL LEAK

X Calculates food cost by dividing monthly purchases by monthly sales: blends inventory, waste and theft

into one useless number.

Has no theoretical cost per recipe, so can't know what the dish SHOULD cost.

Discovers the leak only when cash flow no longer covers payroll.

Raises prices blindly instead of attacking the gap between theoretical and actual.

The capitalist who governs the system MASTERESTAURANT

v

v

Theoretical cost calculated dish by dish with real recipe costing and assigned waste.

Actual cost measured weekly with inventory and blind counts; the gap is the metric he chases.

Treats food cost as a prime-cost and EBITDA variable, not a kitchen number.

Every point recovered is documented as a replicable system for the next unit.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

TRADITIONAL APPROACH MASTERESTAURANT METHOD
(MONTHLY AVERAGE) (SYSTEMS ARCHITECTURE)
Real food cost target achieved X 34-38% v 27-30%
Theoretical vs actual cost gap X  6-9 pts unexplained v £1.5 pts audited weekly
Prime cost (food + labor) X 68-72% v  58-62%
Measurement frequency X Once/month at period end v Weekly by recipe and station
Unrecorded waste and leakage = X 4-6% of purchases v £1.2% with blind counts
EBITDA impact over 12 X Stagnant or negative v +4 to +7 pts recovered
months
Scalability to a second unit X Multiplies the leak v Audited replicable system

THE NUMBERS THAT MATTER
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The numbers a CEO underlines

8400

units operated across 43 countries
feeding these benchmarks

average gap between theoretical and
actual cost in operations without a system

32 %

maximum food cost per dish before
destroying contribution margin

lI %

of sales lost to unrecorded waste
and leakage in the average operator

of EBITDA recoverable in 12 months
by closing the theoretical vs actual gap

60 %

target prime cost (food + labor) that

separates the asset from the job

VISUALIZATION

The numbers, visualized
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Sources: Masterestaurant internal data - National Restaurant Association 2026 - Restaurant benchmarks 2026

Chart by masterestaurant.com

REAL CASE

“A three-unit group had strong revenue and paid out zero profit. Their ‘official’ food cost was 33%. When we
calculated theoretical cost per recipe and measured it against actual, the gap was 7 points: protein waste
and systematic over-portioning. In four months we closed the gap to 1.5 points without raising a single
price. They recovered 5.2 points of EBITDA. Same sales, a different business.”

— Diego F. Parra, founder of Masterestaurant, on a costing intervention in a 3-unit group
HOW TO APPLY IT IN YOUR RESTAURANT

The strategic roadmap in three phases

@ Phase 1 — Gap diagnosis (0-30 days)
Deliverable: real recipe costing of your top-20 dishes and theoretical cost per recipe. Success
metric: theoretical vs actual gap measured and quantified in percentage points; identification of

the 20% of recipes causing 80% of the leak.

@ Phase 2 — Control architecture (30-90 days)
Deliverable: weekly inventory and blind-count system, portion standardization, and renegotiation

of the 10 critical purchases. Success metric: gap reduced to <2 points and unrecorded waste
below 1.5% of purchases.
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@ Phase 3 — Menu engineering and scale (90-180 days)
Deliverable: menu redesign by contribution margin and a replicable costing manual for the next
unit. Success metric: +4 to +7 documented EBITDA points and a system ready for expansion
operational due diligence.

FAQ

Questions a strategic owner asks

What is the right food cost for my restaurant?

There's no universal number: the defensible maximum per dish is 32%, but the target depends on your prime
cost and contribution margin. What matters isn't the average but the gap between your theoretical and actual
cost. Closing it is worth more than chasing an ideal percentage.

Why does my 'official' food cost look fine and | still don't make money?

Because the monthly average hides the leak. You divide purchases by sales and blend inventory, waste and
theft into one number. Actual cost per recipe usually runs 6-9 points above theoretical. That's where the profit
you don't see lives: in the gap, not the average.

Should | raise prices to fix my margin?

Almost never as a first move. Raising prices blindly erodes demand without solving the cause. First attack
operational variability —waste, over-portioning, poorly negotiated purchasing— which is usually worth 4-7
EBITDA points. Price is adjusted afterward, with menu engineering, not by reflex.

How much EBITDA can | recover with this method?

Across the 8,400 units we've operated, closing the gap between theoretical and actual cost sustainably recovers
4 to 7 EBITDA points in 12 months, without touching prices. The same sales become a different business
because the leak stops eating your cash flow.

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

Costo laboral 25-35% de los ingresos U.S. Bureau of Labor Statistics
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Metric

Ventas del sector
(EE.UU.)

Food cost 6ptimo del
sector

Margen neto tipico

Flujo de caja en
pymes

Costos y demanda
2026

Benchmark 2026

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 pequeios negocios

alzas de costos persistentes con demanda resiliente
en restaurantes

Source

National Restaurant Association
— SOl 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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