Executive Briefs

Operating Costs vs Menu Prices: The Myth
That Costs Your Restaurant 6 EBITDA Points

o By Diego F. Parra - Updated 2026-07-09 - Costing & Finance

MASTERESTAURANT ®

Costos operativos vs precios de
menu: el mito que le cuesta 6 puntos

de EBITDA a tu restaurante

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

QUICK VERDICT

Verdict: raising menu prices does NOT fix a broken cost structure; it only hides the leak
and accelerates traffic loss. EBITDA leverage lives in prime cost —food plus labor— where
labor alone hits 36.5% of sales in full service (National Restaurant Association, 2025).
Whoever governs theoretical vs actual cost recovers 4 to 6 margin points without touching
a single price.

* Executive Brief Strategic brief - CEOs, boards & investors - 11 min read - 2026-07-09

INTELLECTUAL PROPERTY OF MASTERESTAURANT® — EXCLUSIVE FOR SECTOR LEADERS
This brief is the written version of a conference Diego F. Parra delivers to boards: the owner who raises prices to

paper over a cost problem is financing their own traffic decline. A restaurant's profitability equation isn't solved
on the menu; it's solved in the cost architecture behind every plate.
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At Masterestaurant we treat the restaurant as a system of unit economics, not a price list. Price is the last lever
—and the most dangerous— because the guest punishes it instantly. Prime cost, operating variability and break-
even are silent levers a board can move without the diner ever noticing.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

Full-service labor cost

(median)

Food cost per dish

Occupancy cost (rent)

Replace an hourly employee

Third-party delivery (effective

cost)

Food waste per year

RAISING MENU PRICES

X Stays at 36.5% of sales
(NRA, 2025)

X No theoretical vs actual
control

X 6-10% of sales, fixed (FSR
Magazine)

X US$2,305 in hard costs
(Black Box Intelligence, 2024)

X 30-40% of the order, erodes
margin (OPA!, 2026)

X =US$72,000 per restaurant
(The Restaurant HQ, 2025)

COST ARCHITECTURE
(MASTERESTAURANT METHOD)

v Managed target 30-33% via shift
engineering

v £ 32% max per dish, measured daily

v 6-10% renegotiated on actual, not
projected, sales

v"  Reduced via retention and process
standardization

v Delivery menu with redesigned prices
and dishes

v Standardized recipes + live waste
control

EBITDA impact X Ephemeral gain, traffic loss v +4 to 6 sustained points without

touching price

1. Does raising menu prices fix a broken cost structure?

No: raising menu prices does not fix a broken cost structure; it only hides the leak and speeds up the
loss of traffic. Price is the lever the customer punishes immediately;

operating cost is the one only the board sees. In full service, labor cost —wages plus benefits— hit a median of
36.5% of sales in 2024, per the National Restaurant Association's Restaurant Operations Data Abstract 2025; in
limited service it was 31.7%. When an owner moves price to cover that 36.5%, the guest reacts on the very first
visit and average ticket falls. | have seen it in dozens of restaurants: the increase props up margin for two
months, then the drop in frequency eats it alive. The real lever is prime cost, not the menu. EBITDA leverage
lives in prime cost —food cost plus labor—, not in the menu price. Sector labor cost runs between 25% and 35%
of sales by format, according to the U.S.

2. Prime cost is the true EBITDA lever

Bureau of Labor Statistics and Toast's payroll guide, and in QSR it rose +6.3% in 2024 on minimum-wage hikes,
per the National Restaurant Association. Added to a food cost that should never exceed 32% per dish, prime
cost concentrates two thirds of the variable structure. At Masterestaurant we treat the restaurant as a unit-eco-
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nomics system: every point you cut from prime cost drops straight to operating margin without touching the price
the customer sees. Raising the menu 5% to offset runaway labor is treating the symptom while the disease ad-
vances in the kitchen. Fix the cost first. Raising prices without fixing prime cost is like turning up the thermostat
in a house with the windows open: you burn more energy and the leak stays exactly where it was. Those win-
dows have numbers. Food waste costs the average restaurant about US$72,000 a year, per The Restaurant HQ
2025, and the true total cost of third-party delivery —with fees, promos and refunds— reaches 30%—-40% of the
order, per OPA!

3. Raising prices with the windows open

2026. No price increase offsets those two leaks unless you close them first. The mistake | see again and again:
the owner reworks the menu before auditing waste. Close the window on shrinkage and delivery, and you recov-
er margin without asking the guest for a cent more. That is the correct order of the levers. Cost architecture
turns operating variability —waste, overproduction, badly built shifts— into predictable unit economics, and that
is what an investor values in an operational due diligence. Fixed costs count too: healthy occupancy stays under
10% of sales, per FSR Magazine, and utilities —power, gas, water, waste— run 2% to 5% of revenue, per Toast
2025. A mid-size restaurant pays about US$2.90 per sq ft in electricity and US$0.85 in natural gas per year,
also per Toast. When these lines stop moving at random and become budget, the board can project EBITDA
with confidence.

4. Operating variability becomes predictable unit economics

A buyer does not pay a multiple for a restaurant with high prices; it pays for stable unit economics. Predictability
is worth more than list price. Staff turnover is a leak no price increase offsets: replacing an hourly employee
costs US$2,305 in hard costs —separation, replacement and training—, and replacing a general manager costs
US$16,770, per Black Box Intelligence 2024. In a location with 100% annual turnover and twenty hourly staff,
that is over US$46,000 burned on replacement alone, before counting workers' compensation insurance, which
costs US$1.06 per US$100 of payroll, per Kickstand Insurance 2025. That money never shows on the menu
and the guest never sees it, but it drains margin month after month. Diego F. Parra keeps telling boards:
retaining talent is cheaper than raising prices. Every point of turnover you cut frees cash that price would
never recover.

5. Entry cost defines how much margin you can lose

Entry cost sets the business's margin for error: opening a restaurant in the U.S. cost a median of US$375,000 in
2025, equal to US$113 per sq ft, per Rezku 2025, with kitchen equipment between US$50,000 and US$150,000
for a mid-size location. With that capital sunk, every mismanaged point of prime cost stretches the return by
years. Add insurance: a business owner's policy (BOP) runs about US$3,000 a year, per MoneyGeek 2025.
Raising prices to speed payback is tempting, but it punishes traffic exactly when you need it most. At
Masterestaurant we anchor the decision to break-even: payroll, rent and utilities are not loaded onto the plate,
they are covered by volume. Cost architecture first; price is the last word, and the most dangerous. The correct
order is cost first, price after: moving operating cost protects traffic while it recovers margin; moving price recov-
ers margin while it destroys traffic.
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6. The order of levers: cost first, price after

Restaurant demand stays resilient in 2026 despite persistent cost increases, per Bloomberg Linea, and in Spain
the dining sector billed +7.1% in 2024, barely +2.2% real after inflation, per the FEHR. That gap —nominal

growth eaten by costs— is exactly the problem price does not solve. The sequence | dictate to boards: first audit
food cost and waste, then rebuild shifts against the 36.5% labor line, then close delivery and turnover leaks, and

only at the end, if the value proposition supports it, adjust price. Raise price as a last resort, never as a first re-

flex. The register thanks you and the guest stays. Price is the lever the guest punishes; operating cost is the
lever only the board sees. Moving the second protects traffic while recovering margin. Raising prices without fix-

ing prime cost is like turning up the thermostat in a house with open windows: you burn more energy and the

leak stays exactly where it was. Cost architecture turns operating variability (waste, overproduction, badly built

shifts) into predictable unit economics. That's what an investor values in operational due diligence.

POINT BY POINT

Price vs cost: the analysis a board must run

TRAFFIC IMPACT

A - RAISING MENU PRICES Raising prices B - MASTERESTAURANT Cost discipline is
punishes table turnover and the future invisible to the diner.
check.

Verdict: Cost architecture wins: it protects traffic while recovering margin.

MARGIN SUSTAINABILITY

A - RAISING MENU PRICES Ephemeral B - MASTERESTAURANT +4 to 6 sustained

gain that evaporates in 1-2 quarters. EBITDA points.

Verdict: Governed cost delivers structural, not cosmetic, margin.
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HIGHEST-LEVERAGE LEVER

A - RAISING MENU PRICES Price is the

last and most dangerous lever. 65% of the structure.

Verdict: Moving prime cost is what actually moves EBITDA.

VALUE IN DUE DILIGENCE

A - RAISING MENU PRICEs Inflated prices

subtract value in front of an investor. economics add valuation.

Verdict: A serious board values cost governance, not price makeup.

SIDE-BY-SIDE COMPARISON

The pricing illusion REACTIVE TACTIC

X

X

Lifts the average check on paper, but punishes table turnover.

Leaves prime cost untouched: the leak stays intact under the new price.

The diner spots the adjustment immediately and compares with rivals.

Funds a still-draining structure with apparent, cosmetic margin.
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Cost discipline

MASTERESTAURANT

v Attacks prime cost —food plus labor— which is 60—65% of the structure.

v" Measures theoretical vs actual cost per dish, every single day.

v"  Renegotiates OpEXx (rent, utilities, delivery) on data, not fear.

v" Recovers EBITDA invisibly to the guest and sustainably.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

Full-service labor cost
(median)

Food cost per dish

Occupancy cost (rent)

Replace an hourly employee

Third-party delivery (effective

cost)

Food waste per year

EBITDA impact

THE NUMBERS THAT MATTER

RAISING MENU PRICES

X Stays at 36.5% of sales
(NRA, 2025)

X No theoretical vs actual
control

X 6-10% of sales, fixed (FSR
Magazine)

X US$2,305 in hard costs
(Black Box Intelligence, 2024)

X 30-40% of the order, erodes
margin (OPA!, 2026)

X =US$72,000 per restaurant
(The Restaurant HQ, 2025)

X Ephemeral gain, traffic loss

The capital-leak dashboard (2026)

36.9%

Full-service labor cost of sales (2024 median)
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COST ARCHITECTURE
(MASTERESTAURANT METHOD)

v Managed target 30-33% via shift
engineering

v £ 32% max per dish, measured daily

v 6-10% renegotiated on actual, not
projected, sales

v"  Reduced via retention and process
standardization

v Delivery menu with redesigned prices
and dishes

v Standardized recipes + live waste
control

v +4 to 6 sustained points without
touching price
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63 %

QSR labor cost increase in 2024 from minimum wage

72000 uso

Average food waste per restaurant per year

2309 s

Cost to replace an hourly employee (hard costs)

40 %

Top effective cost of third-party delivery on the order

375000 uso

Median cost to open a U.S. restaurant (2025)

VISUALIZATION

The numbers, visualized

Full-service labor cost of sales (2024 median)

QSR labor cost increase in 2024 from minimum wage

Cost to replace an hourly employee (hard costs)

Top effective cost of third-party delivery on the order

Median small-restaurant sale price in the U.S. (2025) — 2026 industry benchmark

Sources: National Restaurant Association, Restaurant Operations Data Abstract 2025 - National Restaurant
Association 2024 - The Restaurant HQ — Food Waste Statistics 2025 - Black Box Intelligence 2024 - OPA! — True
Cost of Third-Party Delivery 2026

Chart by masterestaurant.com
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REAL CASE

“The mistake | see over and over in boardrooms: they approve an 8% menu increase to save the quarter,
and three months later traffic is down 11% and the margin is just as broken. When instead we cut a 3-
location group's food cost variance, attacked waste and rebuilt the shifts, we recovered 5.4 EBITDA points
without moving a single price. The guest never noticed. That's the difference between managing prices and
governing costs.”

— Diego F. Parra, restaurant consultant — Masterestaurant

HOW TO APPLY IT IN YOUR RESTAURANT

Strategic roadmap: from broken menu to cost architecture

@ Phase 1 — Prime cost diagnosis (weeks 1-3)
Deliverable: management P&L with food cost and labor cost split by location and daypart.
Success metric: identify the gap between theoretical and actual cost on the 20 highest-volume
recipes, targeting food cost variance < 3 points. This quantifies the real leak, not the perceived

one.

@ Phase 2 — Menu and shift engineering (weeks 4-9)
Deliverable: menu redesigned by contribution margin (stars, plowhorses, puzzles, dogs) plus a
shift grid aligned to the demand curve. Success metric: bring labor cost from 36.5% toward 32%
(NRA, 2025) and lift the menu's weighted contribution margin by at least 4 points.

@ Phase 3 — OpEx governance and break-even (weeks 10-16)
Deliverable: rent renegotiation (target < 10% of sales, FSR Magazine), utilities audit (2-5% of
revenue, Toast, 2025) and a redesigned delivery menu to absorb the 30—40% commission
(OPA!, 2026). Success metric: lower the monthly break-even and hold +4 to 6 EBITDA points.

FAQ

Board questions, answered first

Does raising menu prices improve EBITDA?

Rarely in a sustained way. A menu increase improves margin on paper, but the guest punishes table turnover
and the broken prime cost keeps draining cash. Real EBITDA is recovered by managing food cost and labor,
not price.
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How much does prime cost weigh in a restaurant's structure?

Prime cost —food plus labor— is 60—65% of the cost structure. With labor at 36.5% of sales in full service (NRA,
2025) and food cost per dish capped at 32%, it is the only lever with real EBITDA leverage.

What does it cost NOT to act on operating costs?

It costs the margin: a restaurant loses *US$72,000 a year on food waste alone (The Restaurant HQ, 2025), plus
US$2,305 for every hourly employee who turns over (Black Box Intelligence, 2024). That silent leak equals
several EBITDA points each year.

How does Al control theoretical vs actual cost?

Al applied to recipes measures each dish's theoretical cost against live actual inventory consumption and fires
food cost variance alerts. It turns operating variability into predictable unit economics — exactly what an investor
values in operational 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 Benchmark 2026 Source

L National Restaurant Association —
Noémina de operadores rentables 34,2% vs. 36,5% de las ventas .
) . Restaurant Operations Data Abstract 2025
vs. promedio (servicio completo, 2024)

(datos 2024)
Costo de alimentos, servicio 32,0% de las ventas (mediana, National Restaurant Association — Food cost
completo 2024) ratios 2024
Costo de alimentos, servicio 32,4% de las ventas (mediana, National Restaurant Association — Food cost
limitado 2024) ratios 2024

Inflacion de precios en . .

USDA Economic Research Service — Food
restaurantes (food away from +4,1% en 2024 .

Price Outlook
home)

Inflacion de precios en
USDA Economic Research Service — Food

restaurantes (food away from +3,8% en 2025 ]
Price Outlook
home)
CPI de comer fuera de casa +3,5% (mayo 2026 vs. mayo U.S. Bureau of Labor Statistics — Consumer
(interanual) 2025) Price Index

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