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MASTERESTAURANT ®

Errores de food cost vs el método
correcto: el brief que separa al . -

operador del capitalista

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

QUICK VERDICT

Verdict: food cost is not a number you glance at month-end; it is a decision system you
govern every week. The operator chases the percentage; the capitalist designs the cost
architecture that keeps the percentage in line by itself. With food-away-from-home inflation
projected at +3.6% for 2026 (USDA ERS, June 2026) and wholesale beef at +9.4% (USDA
ERS 2026), whoever measures theoretical vs actual cost weekly and anchors prime

cost below 60% protects EBITDA; whoever only reacts to the supplier's invoice bleeds
margin unaware.

®» Executive Brief Strategic brief - CEOs, boards & investors - 12 minread - 2026-07-09

INTELLECTUAL PROPERTY OF MASTERESTAURANT® — EXCLUSIVE FOR SECTOR LEADERS

This executive brief is the written version of a Diego F. Parra keynote for boards and owners: it separates two
ways of looking at the same restaurant. The operator sees food cost as a percentage that goes up and down;
the capitalist sees it as the output of a system —costing, purchasing, standard recipe, menu engineering— that
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can be governed. The gap is paid in EBITDA.

The 2026 context is hostile to the operator who improvises: wholesale beef rises +9.4% and coffee +5.7%
(USDA ERS, 2026). Whoever fails to separate theoretical from actual cost is flying blind. Masterestaurant treats
food cost as the tip of an iceberg whose real body is prime cost and break-even.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

Target food cost per dish

Prime cost (COGS + labor)

THE OPERATOR
(REACTIVE)

X  "Whatever works" — no
ceiling, sometimes 38-45%

X Not measured; discovered

in bankruptcy

THE CAPITALIST (MASTERESTAURANT
METHOD)

v £32% as a maximum, not a goal (hard
costing rule)

v <60% of sales; alert above 65% (Toast,
2024)

Theoretical vs actual cost X One number at month-end v Variance measured weekly; gap

explained dish by dish

v" Measured: 4%-10% of purchases leaks
(The Restaurant HQ, 2025)

Inventory waste X Invisible; assumed 'normal’

X Raises prices late or eats v" Menu re-engineering before margin falls

the hit

Response to price shock

Decision metric X Daily sales ('we're busy') v Contribution margin per dish and per

table-hour

Financial horizon X This week's cash v EBITDA, unit economics and resale value

1. Is food cost a number or a system?

Food cost is not a number you check at month-end; it is a decision system you govern every week. The
operator chases the percentage the supplier invoice throws at him;

the capitalist designs the architecture —costing, purchasing, standard recipe, menu engineering— that makes
the percentage take care of itself. The difference is paid in EBITDA. In 2026 the context punishes improvisers:
all-food prices are forecast up +3.2% and food away from home +3.6% (USDA ERS, June 2026). Whoever fails
to separate theoretical cost from actual cost is flying blind. At Masterestaurant we treat food cost as the tip of an
iceberg whose real body is prime cost —which the industry says to hold between 55% and 65% of sales (Toast,
Nation's Restaurant News)— and the break-even point that decides whether the restaurant makes money at all.
The operator asks «how much did | sell?»; the capitalist asks «how much contribution margin did each dish
leave per table-hour?».
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2. The operator asks how much he sold; the capitalist, how much margin he kept

The first is a vanity metric; the second governs EBITDA. With food away from home projected at +3.6% for 2026
(USDA ERS, June 2026) and the historical average of that inflation at 3.5% per year (USDA ERS), billing more
and earning less is the operator's classic trap when he fails to separate theoretical from actual cost. | have seen
it in dozens of restaurants: sales climb, the cash sinks. The menu's star dish is not always the one that leaves
the most margin per occupied seat. Diego F. Parra insists on one rule: before celebrating a sales record, mea-
sure prime cost, which in limited service already eats 65 cents of every dollar (National Restaurant Association,
2024 data). The rest is the only thing a serious board discusses. The operator lives off the supplier receipt; the
capitalist lives off theoretical cost.

3. The supplier receipt versus the theoretical cost

When ground beef goes from $4.56 to $5.63 per pound (USDA, 2026 meat prices) and wholesale beef rises
+9.4% on the year (USDA ERS, Food Price Outlook 2026), the operator finds out when the invoice arrives; the
capitalist already simulated it in his standard recipe and decided whether to re-engineer the dish, change the cut
or move the price. That decision architecture is what separates reacting from governing. A cattle herd at a 75-
year low pushes beef +7.5% in 2026 (USDA ERS): not a one-off shock, a structural trend. At Masterestaurant
we build the standard recipe as a living dashboard: every input hike triggers an automatic recalculation of theo-
retical food cost dish by dish, and that is where price is decided —not in the panic of the invoice. Prime cost
rules over food cost because it adds the ingredient and the labor, the two lines that sink or save a restaurant.

4. Why does prime cost rule over food cost?

The industry sets the healthy target at <60% of sales and the sustainable range at 55%—65% (Toast,
Restaurant365, Nation's Restaurant News). Looking only at food cost is watching half the film:

in limited service prime cost already consumes 65 cents of every dollar sold (National Restaurant Association,
2024 data). The owner who only shouts about the 32% food figure and ignores payroll ends up with a business
that bills and never distributes. Add the workers' compensation premium, near $1,359 a year per restaurant
(MoneyGeek, 2025), a fixed cost nobody should charge to the plate. Masterestaurant's hard rule: payroll and
rent are not charged to the dish, they are covered at the break-even point; the dish only defends its contribution
margin. Waste is the invisible food cost: the average restaurant throws away between 4% and 10% of everything
it buys (The Restaurant HQ, 2025). With beef at $5.63 a pound (USDA, 2026) and arabica coffee that hit a
record $4.41 per pound in February 2025 (Bellwether Coffee), every point of shrink costs real cash.

5. Waste: the invisible food cost that does govern cash

The operator calls it «bad luck»; the capitalist calls it a process without control. The gap between theoretical
food cost —what the standard recipe says— and actual food cost —what inventory says— is exactly that 4%-
10%, and it closes with counting, portioning and disciplined purchasing, not with willpower. Diego F. Parra puts it
plainly: waste is not cut with a speech, it is cut with a scale and a receiving sheet. That recovered point, in a
business fighting a 60% prime cost, flows almost entirely to EBITDA. Facing an input hike, raising the price is
not the first lever; it is the last. When coffee and non-alcoholic beverages rise +5.7% in 2026 (USDA ERS) and
eggs already stacked +21.9% in 2025 (USDA ERS), the operator passes the full blow to the customer and risks
elasticity; the capitalist first re-engineers the recipe, negotiates the cut, adjusts the portion and only then moves
the price with surgery.
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6. Raise the price or re-engineer the dish?

The menu-inflation peak hit 8.8% in March 2023 (National Restaurant Association), the highest in two
decades, and it punished whoever raised prices without design.

Menu engineering prioritizes high-margin, low-popularity dishes, pushes the high-margin, high-popularity ones,
and redesigns or retires the dogs. At Masterestaurant that call is made with contribution margin in hand, not with
the owner's hunch in front of the invoice. Well-governed food cost is an asset that gets priced: the median sale
price of a small restaurant reached $773,000 in 2025, +24% versus 2021 (BizBuySell). A serious buyer does not
pay for sales; he pays for a repeatable EBITDA, and that only exists where food cost and prime cost are a sys-
tem, not a monthly accident. The operator builds himself a job; the capitalist builds a sellable asset. With food in-
flation at +3.2% and restaurant inflation at +3.6% for 2026 (USDA ERS), margin is not defended with effort, it is
defended with architecture: costing, standard recipe, purchasing and break-even working together.

7. Food cost as an asset: what a board looks at

Diego F. Parra closes with a single action for the board: audit prime cost week by week against the <60% target
and treat each deviation as a capital decision, not a kitchen complaint. The operator asks 'how much did | sell?";
the capitalist asks 'how much contribution margin did each dish leave per table-hour?'. The first is a vanity met-
ric; the second governs EBITDA. With food-away-from-home projected at +3.6% for 2026 (USDA ERS, June
2026), selling more while earning less is the classic trap of the operator who never separates theoretical from
actual cost. The operator lives off the supplier's invoice; the capitalist lives off theoretical cost. When wholesale
beef rises +9.4% (USDA ERS 2026), the operator finds out in the bill; the capitalist already simulated it in the
standard recipe and decided whether to re-engineer the dish, change the cut or move the price.

8. The difference that separates the operator from the capitalist

Decision architecture is what separates reacting from governing. The operator optimizes this week's cash; the
capitalist optimizes the asset's value. The median sale price of a small restaurant reached $773,000 in 2025,
+24% versus 2021 (BizBuySell, 2025). That value is not created by volume: it is created by a governed prime
cost and predictable EBITDA. Well-managed food cost is, literally, equity.

POINT BY POINT

Operator vs capitalist: three decisions that define everything

MEASUREMENT FREQUENCY

A - THE OPERATOR (REACTIVE) Month- B - MASTERESTAURANT Weekly

end close, when nothing can be fixed theoretical vs actual variance

Verdict: The capitalist corrects within the week; the operator finds out after the quarter is lost.
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RESPONSE TO PRICE SHOCK

A - THE OPERATOR (REACTIVE) Raises B - MASTERESTAURANT Menu re-

everything equally or eats the hit engineering by contribution margin

Verdict: Against +9.4% beef (USDA ERS 2026), re-engineering protects ticket and EBITDA, blind
hikes destroy them.

GOVERNING METRIC

A - THE OPERATOR (REACTIVE) Daily B - MASTERESTAURANT Prime cost,

sales contribution margin and EBITDA
Verdict: Revenue is vanity; prime cost <60% (Toast 2024) is what makes the business worth
something.

SIDE-BY-SIDE COMPARISON

How the reactive operator thinks THE sympTOM

X Looks at food cost once a month, when nothing can be fixed anymore.

X Confuses 'selling a lot' with 'making money': never separates ticket from margin.
X Loads payroll and rent onto the plate and ends up with scary prices.

X Reacts to the beef spike (+9.4%, USDA ERS 2026) by raising everything equally.

X Doesn't know their break-even or their real prime cost.
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How the capitalist decides

MASTERESTAURANT

v" Governs theoretical vs actual cost weekly; variance is the dashboard.

v' Sets food cost <32% per dish and prime cost <60% of sales.

v" Applies menu engineering: shifts focus to contribution margin, not price.

v" On a shock, redesigns the recipe or menu before touching the guest's check.

v Tracks EBITDA and unit economics: knows what the business is worth, not just revenue.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

Target food cost per dish

Prime cost (COGS + labor)

Theoretical vs actual cost

Inventory waste

Response to price shock

Decision metric

Financial horizon

THE NUMBERS THAT MATTER
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THE OPERATOR
(REACTIVE)

X "Whatever works" — no
ceiling, sometimes 38-45%

X Not measured; discovered
in bankruptcy

X One number at month-end

X Invisible; assumed 'normal’

X Raises prices late or eats

the hit

X Daily sales (‘'we're busy')

X This week's cash

THE CAPITALIST (MASTERESTAURANT
METHOD)

v £32% as a maximum, not a goal (hard
costing rule)

v <60% of sales; alert above 65% (Toast,
2024)

v" Variance measured weekly; gap
explained dish by dish

v Measured: 4%-10% of purchases leaks
(The Restaurant HQ, 2025)

¥ Menu re-engineering before margin falls

v Contribution margin per dish and per
table-hour

v EBITDA, unit economics and resale value
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The cost of not governing food cost (2026 figures)

3.6 %

projected 2026 food-away-
from-home inflation in the U.S.

9.4 %

projected 2026 rise in wholesale beef prices

10 %

of inventory an average restaurant
wastes (range 4%-10%)

69¢

of every sales dollar goes to prime
cost in limited service (2024 median)

5.7 %

projected 2026 rise in coffee
and non-alcoholic beverages

73

K USD

median sale price of a small
restaurant in 2025 (+24% vs 2021)

VISUALIZATION

The numbers, visualized
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Sources: USDA ERS — Food Price Outlook (June 2026) - USDA ERS — Food Price Outlook 2026 - The Restaurant
HQ — Food Waste Statistics 2025 - National Restaurant Association — Operations Data Abstract 2025 - BizBuySell
— Restaurant Valuation Benchmarks 2025

Chart by masterestaurant.com

REAL CASE

“I had a bistro that billed beautifully and left nothing. Its 'average’ food cost read 34%, but no one had
opened the black box: two star dishes ran at 47% and sold like crazy. Selling more meant losing faster. We
froze theoretical cost per dish, re-engineered those two and dropped prime cost from 68% to 59% in a
quarter. The invoice stayed the same; EBITDA changed lives.”

— Diego F. Parra, Masterestaurant — from a cost-architecture audit
HOW TO APPLY IT IN YOUR RESTAURANT

Strategic roadmap: from operator to capitalist in 3 phases

@ Phase 1 (weeks 1-2): real prime-cost baseline
Deliverable: costed standard recipe for every dish and calculation of real prime cost (COGS +
labor). Success metric: know your prime cost with a margin of error under 2 points and detect
how many dishes exceed 32% food cost. With beef rising +9.4% (USDA ERS 2026), this
snhapshot is what separates reacting from governing. Ecosystem tool: Recipes/Costing of the
Masterestaurant method.
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@ Phase 2 (weeks 3-6): theoretical vs actual variance
Deliverable: weekly variance dashboard that explains dish by dish why actual cost drifts from
theoretical (shrinkage, portioning, theft, price). Success metric: close the theoretical-actual gap
below 2 points and cut waste into the healthy range (<4%, not the 4%-10% reported by The
Restaurant HQ, 2025).

@ Phase 3 (weeks 7-12): menu engineering and EBITDA defense
Deliverable: menu re-engineered by contribution margin and recalculated break-even, with a
pricing plan for shocks. Success metric: prime cost stabilized <60% of sales (against the
65¢/dollar limited-service median, NRA 2025) and 12-month projected EBITDA defended
despite +3.6% inflation (USDA ERS 2026).

FAQ

Frequently asked questions from owners and investors

What is the maximum food cost | should accept per dish?

The maximum is 32%, and it's a ceiling, not a goal. Many healthy dishes run between 25% and 30%. What you
must never do is load payroll or rent onto the plate: those costs belong to break-even. A dish at 45% isn't
'‘expensive on ingredients’, it's a leak that must be re-engineered before touching the guest's price.

Why does prime cost matter more than food cost alone?

Because food cost alone counts ingredients; prime cost adds ingredients plus payroll, which is where most is
lost. The industry rule is to keep it <60% of sales; in limited service the median already reaches 65 cents per

dollar (NRA, 2025). If your prime cost exceeds 65%, the margin is structurally unsustainable even if your food
cost 'looks fine'.

How do | defend margin against 2026 inflation?

Not by raising everything equally. With wholesale beef +9.4% and coffee +5.7% (USDA ERS 2026), the right
answer is menu engineering: re-cost, shift focus to high-contribution-margin dishes and adjust portions or cuts
before prices. Raising the menu blindly scares off ticket; re-engineering protects EBITDA.

How soon do | see results if | apply the method?

Prime cost stabilizes in 12 weeks. Phase 1 (2 weeks) gives you the real baseline; Phase 2 (weeks 3-6) closes
the theoretical-actual gap and cuts the 4%-10% waste reported (The Restaurant HQ, 2025) toward under 4%;
Phase 3 (weeks 7-12) re-engineers the menu and leaves EBITDA projected and defensible over 12 months.

DATA & SOURCES
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Sector data 2026 (official sources)

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

Metric

Prondstico de precio mayorista de carne
de res (EE. UU.)

Pronéstico de precios de bebidas no
alcohdlicas y café (EE. UU.)

Prondstico de precios de todos los
alimentos (EE. UU.)

Salario mediano por hora de trabajadores
de servicio de alimentos (EE. UU.)

Salario mediano por hora de meseros
(EE. UU., incluye propinas)

Costo de reemplazar a un empleado por
hora (EE. UU.)

Propiedad Intelectual de Masterestaurant® — Exclusivo para Lideres de Sector -
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Benchmark 2026

+9,4% en 2026

+5,7% en 2026

+3,2% en 2026

US$14,92/hora (mayo 2024)

US$16,23/hora (mayo 2024)

US$2.305 en costos duros
(separacion, reemplazo,

capacitacion)

Source

USDA ERS (Food Price
Outlook) 2026

USDA ERS (Food Price
Outlook) 2026

USDA ERS (Food Price
Outlook) 2026

U.S. Bureau of Labor
Statistics (OOH) mayo 2024

U.S. Bureau of Labor

Statistics (OOH) mayo 2024

Black Box Intelligence 2024

masterestaurant.com
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