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QUICK VERDICT

Verdict: Franchising is not selling your brand; it is codifying your operation until a third
party runs it at your margin. The model works when the pilot's unit economics already
deliver double-digit EBITDA with food cost below 32% and prime cost controlled under
60%, and when a replicable operations manual lets an average franchisee run it without
you. The 10,000-50,000 USD franchise fee (Toast, 2025) is not your business: the business
is the sustained royalty, and that royalty is only defensible with rigorous territorial due
diligence and a predictable opening CapEx. If your pilot doesn't make money on its own,
franchising just multiplies the mistake.

* White Paper Technical document - C-Suite & multilateral banking - 13 minread - 2026-07-09
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This white paper targets expansion directors, CFOs and gastronomic-group leaders weighing whether to turn a
proven operation into a franchisable system. It is not a motivational brochure: it is the technical —legal, financial
and operational— architecture that separates a profitable network from a cascade of closures.

Diego F. Parra's Masterestaurant framework starts from a counterintuitive premise: a franchise is a financial
product wrapped in an operations manual. Before selling a single unit you must prove pilot unit economics,
quantify your opening CapEx by format and shield your territorial due diligence. Everything else follows
from that.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

Opening CapEx (new location)

Initial franchise entry fee

Labor cost over revenue

Scaling speed

Direct operational control

Territory risk

Main source of return

GROWTH WITH OWN CAPITAL
(CORPORATE UNITS)

X 250-500 USD/sq ft borne by the
group (Van Brunt & Co, 2025)

X 0 USD (not applicable)

X  25-35% borne by the group (U.S.

BLS, 2025)

X  Slow: limited by own cash

X Total over each unit

X Concentrated in the group

X Unit operating margin

FRANCHISED GROWTH
(REPLICABLE MODEL)

v 250-500 USD/sq ft borne by the
franchisee (Van Brunt & Co, 2025)

v" 10,000-50,000 USD per unit (Toast,
2025)

v 25-35% borne by the franchisee
(U.S. BLS, 2025)

v High: franchising +2.4% vs 1.9%
U.S. economy (IFA, 2025)

v Indirect: 54% of units in multi-unit
hands (FRANdata, 2025)

v Distributed, but demands per-unit
due diligence

v Recurring royalty + supply margin

Chapter 1 — When is your operation ready to franchise?

Your operation is ready to franchise when the pilot location delivers double-digit EBITDA with food cost
below 32% and controlled prime cost, not a day earlier.

The mistake | see again and again is franchising to fund a model that doesn't yet work: that doesn't scale a busi-
ness, it scales a problem. Before you sell a single unit you must prove the unit economics with real cash, not
projections. The signal of maturity is replicability: two owned openings hitting the same margin. U.S. franchises
grew 2.4% in 2025 versus 1.9% for the broader economy (International Franchise Association, 2025), but that
average hides the networks that launched without a profitable pilot and closed. Labor cost runs 25-35% of
revenue per the U.S. Bureau of Labor Statistics; if your operation can't absorb that range inside prime cost,
franchising only transfers the bleeding to a third party who trusted your brand.
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Chapter 2 — Franchising protects your cash but cedes the unit margin

Franchising protects your cash and cedes the unit margin in exchange for a scalable royalty; growing corporate-
ly protects the margin but consumes your liquidity. That is the capital decision defining the decade, and there is
no universal answer. Restaurant opening CapEx runs between 250 and 500 USD per square foot (Van Brunt &
Co, 2025); corporately the group carries it, in franchise the franchisee carries it. That completely changes who
bears the territory risk. A new QSR can reach 535 USD per square foot (Walter Daniels, 2025), a figure that pun-
ishes your balance sheet if you absorb it on every opening. Diego F. Parra frames it this way in the
Masterestaurant method: a franchise is a financial product wrapped in an operations manual. You sell the codifi-
cation of your operation, not your presence. The multi-unit operator already controls 54% of U.S. franchised
units (FRANdata). The franchise fee is not profit, it recovers the cost of recruiting, training and launching a fran-
chisee; mistaking it for earnings is the error that sinks young networks.

Chapter 3 — The franchise fee is not profit: it recovers cost

It typically runs from 10,000 to 50,000 USD (Toast, 2025). McDonald's charges a 45,000 USD initial fee (Fran-
chise Chatter, McDonald's FDD 2024); Subway sits between 15,000 and 25,000 USD (Upwise Capital, Subway
FDD 2024). That range covers candidate due diligence, training on the operations manual and opening support,
it doesn't fatten your EBITDA. The franchisor's real margin lives in the recurring royalty on sales, not in the entry
payment. I've watched restaurant groups spend the fee like free cash and run out of capital to deliver the sup-
port the contract promises. The consequence is an abandoned franchisee, a location that drops below standard,
and a brand that erodes unit by unit. Budget the fee against its cost of origin. In franchise your control is docu-
mental and auditor-based, not physical: it lives in the replicable operations manual, not in your daily presence in
the kitchen.

Chapter 4 — Your control is no longer physical: it lives in the manual

Corporately you direct execution directly; in franchise you direct by specification. Every process —recipe, plate
costing, opening sequence, waste policy— must be codified with measurable tolerance, because a third party
will run it without you beside them. Food cost per plate must be documented with its 32% ceiling and its control
method, not as a recommendation but as an auditable standard. McDonald's added 102 U.S. restaurants in
2024 to reach 13,559, its biggest jump since 2013 (QSR Magazine, 2024), and sustains that pace because its
manual turns the operation into a replicable product with or without the founder present. Domino's closed fiscal
2025 with 776 net new global stores (Domino's Pizza, 2025). None of those openings depended on the fran-
chisor's physical presence: they depended on documentation. Territorial prefeasibility is the filter that separates
a profitable network from a cascade of closures; it is quantified before signing, not after opening.

Chapter 5 — Territorial prefeasibility: the filter that prevents a cascade of closures

You must cross demand density, real estate cost and cannibalization between units by zone. Rent runs around
159 USD per square foot and buying the location near 178 USD per square foot (FreshBooks, 2025); a bad terri-
tory turns those figures into structural loss that not even the best operator reverses. Franchises grew 8.5% in the
U.S. Southwest and 6.2% in the Southeast in 2025 (IFA, 2025), proof that territory decides the outcome as much
as the concept. The operator with more than 50 units grew 112.3% since 2019 (FRANdata) precisely because it
masters territorial mapping. In the Masterestaurant method, Diego F. Parra requires a prefeasibility study by for-
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mat before granting any territory: without that safeguard, franchising is a raffle of your brand. Your pilot location's
unit economics define what royalty the franchisee can pay without drowning, and that figure is calculated from
the franchisee's cash, not from your ambition.

Chapter 6 — The pilot's unit economics define the sustainable royalty

If the location yields double-digit EBITDA with controlled prime cost, there is room for a royalty that sustains sup-
port and leaves profit for both sides. Fast casual grew 5.1% in units in 2025, up from 4.8% in 2024 (Technomic
Top 500, 2025), and QSR coffee added 2.8% in units with 7.5% in sales (Technomic, 2025): sectors that scale
because their unit economics can carry the royalty. KFC International grew 7% year over year in units in the first
quarter of 2025 (Yum! Brands). A badly calibrated royalty suffocates the franchisee, degrades the operation and
ends in litigation. Calibrate on the pilot's real income statement, with verified food cost below 32%, and keep
the franchisor's profit in the recurring royalty, never in the initial fee. International expansion demands an even
more airtight manual, because the franchisor no longer shares language, supplier or legal framework with the
local operator.

Chapter 7 — International expansion multiplies the demand for codification

Codification stops being convenient and becomes the only link of control. Emerging markets justify the effort:
QSR in India grows at a 12-15% CAGR toward 2030, heading for 40,000-50,000 million USD (Mordor
Intelligence, 2025), and Brazilian foodservice will grow near 7% annually through 2028 (ABRASEL, 2025). But
opening in them with a weak manual replicates the error at continental scale. The Top 500 chains grew just 1.6%
combined in units in 2024 (Technomic, 2024): net growth is hard even for giants. In the Masterestaurant method
the rule is strict: you don't export a restaurant, you export a documented system a third party runs with your mar-
gin. Without that system, every new border is a bet your cash should not take. Corporate growth protects margin
but consumes your cash; franchising protects your cash but cedes unit margin in exchange for a scalable royal-
ty. In corporate you control execution directly; in franchising your control is documentary and audit-based: it lives
in the replicable operations manual, not in your physical presence.

Chapter 8 — The differences that decide whether your model is franchisable

The 250-500 USD/sq ft CapEx is borne by the group in corporate and by the franchisee in franchising (Van
Brunt & Co, 2025); that fully changes who carries the territory risk. The 10,000-50,000 USD franchise fee
(Toast, 2025) recovers recruiting and start-up cost, it is not profit: confusing them is the error that sinks

young networks.

POINT BY POINT
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Corporate vs franchised: criterion-by-criterion analysis

OPENING CAPEX

A - GROWTH WITH OWN CAPITAL B - MASTERESTAURANT The franchisee
(CORPORATE UNITS)

bears CapEXx; the group provides the
The group bears 250-500 USD/sq ft per

system
corporate unit (Van Brunt & Co, 2025)

Verdict: Franchising frees group cash, but only if CapEXx is quantified and predictable per format.

SOURCE OF RETURN

A - GROWTH WITH OWN CAPITAL B - MASTERESTAURANT Recurring royalty
(CORPORATE UNITS)

+ supply margin
Full unit operating margin

Verdict: Corporate maximizes margin per unit; franchising maximizes number of units. Royalty
only pays off if the network is large and healthy.

QUALITY CONTROL

A - GROWTH WITH OWN CAPITAL B - MASTERESTAURANT Documentary
(CORPORATE UNITS)

and audit-based via manual and KPIs
Direct, on-site, immediate

Verdict: Without a replicable operations manual, franchising loses consistency; control is codified,
not improvised.
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SCALING SPEED

A - GROWTH WITH OWN CAPITAL B - MASTERESTAURANT Franchising
(CORPORATE UNITS)

+2.4% vs 1.9% economy (IFA, 2025)

Limited by own cash

Verdict: To scale fast without draining cash, franchising wins; to densify high-margin core

markets, corporate wins.

SIDE-BY-SIDE COMPARISON

Corporate growth (own capital) TOTAL CONTROL

X

X

Direct operational control over each unit and its prime cost

All unit EBITDA stays in the group

Scaling limited by available cash

CapEx of 250-500 USD/sq ft fully borne by the group (Van Brunt & Co, 2025)

Ideal to densify core markets where unit margin is high

Franchised growth (replicable model) MASTERESTAURANT

v

v

v

Fast scaling with third-party (franchisee) capital

Return via recurring royalty, not own unit margin

Requires a replicable operations manual and per-unit territorial due diligence

54% of units end up in multi-unit operator hands (FRANdata, 2025)

Franchising grows +2.4% vs 1.9% of the overall economy (IFA, 2025)

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

Opening CapEx (new location)

Initial franchise entry fee

Labor cost over revenue

Scaling speed

Direct operational control

Territory risk

Main source of return

THE NUMBERS THAT MATTER

GROWTH WITH OWN CAPITAL
(CORPORATE UNITS)

X 250-500 USD/sq ft borne by the
group (Van Brunt & Co, 2025)

X 0 USD (not applicable)

X  25-35% borne by the group (U.S.

BLS, 2025)

X  Slow: limited by own cash

X Total over each unit

X Concentrated in the group

X Unit operating margin

FRANCHISED GROWTH
(REPLICABLE MODEL)

v 250-500 USD/sq ft borne by the
franchisee (Van Brunt & Co, 2025)

v 10,000-50,000 USD per unit (Toast,

2025)

v 25-35% borne by the franchisee
(U.S. BLS, 2025)

v High: franchising +2.4% vs 1.9%
U.S. economy (IFA, 2025)

v Indirect: 54% of units in multi-unit
hands (FRANdata, 2025)

v Distributed, but demands per-unit
due diligence

v Recurring royalty + supply margin

Figures that define the economics of franchising in 2026

ol

of franchised units in the U.S. are held
by multi-unit operators (~223,213 units)

24,

franchising growth in 2025 vs 1.9%
of the overall U.S. economy (CBO)

123

growth of operators with more
than 50 units since 2019

typical cap of the initial franchise
fee per unit (range 10,000-50,000)
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usD/SQ FT

construction cost of a new QSR (quick-service format)

394

cap of labor cost over revenue in
restaurant operations (range 25-35%)

VISUALIZATION

The numbers, visualized

Sources: FRANdata 2025 - International Franchise Association 2025 - Toast 2025 - Walter Daniels 2025 - U.S.
Bureau of Labor Statistics, analisis de supervivencia empresarial 2024, 2025

Chart by masterestaurant.com

REAL CASE

“I watched a group with three packed locations sell its first franchise with no manual and no territorial due
diligence. The owned location earned 14% EBITDA; the first franchise, same menu, closed in 11 months. It
wasn't the brand: the model wasn't codified. Once we rebuilt the replicable operations manual and filtered
territory with location intelligence, the next three franchises opened profitable. Franchising without codifying
is exporting your luck, not your system.”

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

90-day roadmap to build the franchisable model

@ Days 1-30: Audit the pilot's unit economics

FAQ

Before codifying anything, prove one location makes money on its own: food cost below 32%,
prime cost under 60%, double-digit EBITDA. If the pilot has no margin, franchising just multiplies
the mistake. Document the real 12-month unit P&L and isolate how much margin depends on

you as the owner.

Days 31-55: Codify the replicable operations manual

Turn every process —standardized recipes, spec sheets, opening, closing, food cost variance
control— into a manual an average franchisee can run without you. This document is the
franchise's real asset. Define measurable per-unit KPIs: prime cost, average ticket, table

turnover and waste control.

Days 56-75: Design the legal and financial architecture

Structure the franchise fee (10,000-50,000 USD, Toast 2025), the recurring royalty, the
marketing fund and the supply model. Quantify opening CapEx by format (250-500 USD/sq ft,
Van Brunt & Co 2025) so the franchisee knows their real investment. Shield territories and
minimum-performance clauses.

Days 76-90: Filter territory and recruit with due diligence

Apply location intelligence and territorial pre-feasibility (MTIE) so you don't sell units doomed by
their market. Recruit franchisees for operational capacity and capital, not just enthusiasm: 54%
of units end up with multi-unit operators (FRANdata 2025) because they can execute. Set 3-, 6-
and 12-month tracking KPls.

Frequently asked questions about franchising a restaurant

When is a restaurant ready to franchise?

When the pilot location delivers double-digit EBITDA on its own, with food cost below 32% and prime cost under
60%, and a replicable operations manual lets a third party run it without the owner present. Without proven unit

economics, franchising only multiplies the mistake at scale.
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How much does it cost to franchise and open a unit?

The typical initial franchise fee runs 10,000 to 50,000 USD per unit (Toast, 2025), borne by the franchisee.
Construction CapEx runs around 250-500 USD per sq ft in a standard format and up to 535 USD/sq ft in QSR
(Van Brunt & Co and Walter Daniels, 2025). That fee recovers recruiting; it is not profit.

Is the franchise fee the franchisor's profit?

No. The 10,000-50,000 USD franchise fee (Toast, 2025) barely recovers the cost of recruiting, training and
launching the unit. The real business is the recurring royalty on sales plus supply margin, sustained over time.

Mistaking fee for profit sinks young networks.

Why is territorial due diligence critical?

Because a poorly located unit closes even if the brand works, dragging reputation and royalties with it. Location

intelligence and the MTIE model filter unviable territories before selling the franchise. Territory risk is distributed
among franchisees, but the franchisor must shield it with per-unit due diligence.

DATA & SOURCES

Sector data 2026 (official sources)

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

market research) - not competitors.

Metric

Financiamiento total de la SBA en el afio
fiscal 2024

Total de restaurantes en México

Empleo de la industria restaurantera en
México
Peso y estructura del sector restaurantero

en México

Expectativa de crecimiento de
restauranteros en México 2024

Restauracion franquiciada en Espana
(marcas y establecimientos)

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

Benchmark 2026

103.000 financiamientos por 56.000
millones USD (+7%)

>428.000 establecimientos

2,1 millones de empleos directos y 3,5
millones indirectos

12,2% de los negocios del pais; 96%
son microempresas

70% esperaba crecer (vs 15% en 2023)

390 marcas y 7.967 establecimientos
(2024)

Source

U.S. Small Business
Administration 2024

CANIRAC 2024

CANIRAC 2024

CANIRAC 2024

CANIRAC 2024

Tormo Franquicias
Consulting 2024

masterestaurant.com
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