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QUICK VERDICT

An independent restaurant needs 3 to 6 months of operating expense in working capital —
no less— because payroll already exceeds 25% of expenses (Toast/Restaurant Dive, 2024)
and 99% of operators spent more on labor in 2024 (TouchBistro, 2024): with no cushion, a
single slow month pushes you into overdraft. The exact figure depends on segment and
size; below is the healthy range cited by source.
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INTELLECTUAL PROPERTY OF MASTERESTAURANT® — EXCLUSIVE FOR SECTOR LEADERS

This is the Masterestaurant Analysis of Restaurant Working Capital 2026: an expert synthesis of real public
industry data —National Restaurant Association, Toast, USDA, Statistics Canada, ReFED and INEGI-CANIRAC
— read with the judgment of a consultant who has walked the cash register of restaurants across 43 countries. It
is not primary research with an own sample: it is Diego F. Parra's reading of figures already published by the
trade's serious sources, organized so an owner can decide how much cushion they need NOW.

Working capital is the live money that sustains the operation between paying the supplier and collecting from the
customer: inventory, payroll, rent and utilities minus receivables. In a restaurant the cycle is brutally short —you
collect almost in cash— but costs rise before prices. Per the National Restaurant Association (2024), 90% of full-
service operators raised prices in 2024 and even so 60% cut menu items: cost pressure is what drives the need
for working capital.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

Payroll (% of expenses, 2024)

Recommended working capital
cushion

INDEPENDENT RESTAURANT (1
LOCATION)

X > 25% of total expense —
Toast/Restaurant Dive 2024

X  3-6 months of operating expense
(consultant reading on cost volatility)
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GROUP / MULTI-UNIT (3-10+)

v 34.2% of sales in profitable
operators vs 36.5% average — NRA
2025 (2024 data)

v 3-6 months x number of locations,
with centralized cash
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INDEPENDENT RESTAURANT (1 GROUP / MULTI-UNIT (3-10+)

LOCATION)
Operators with rising labor X 99% spent more on labor — v 98% reported higher labor costs
costs (2024) TouchBistro 2024 — NRA 2024
Input price pressure (US) X Egg +43.1% at farm level 2024 — v Ground beef $5.63/Ib in 2026 vs
USDA ERS 2024 $4.56 in 2025 — USDA 2026
Business resale value X 1.5x-3x SDE — Sofer Advisors; v" Higher multiple via consolidated
(reference) median $773,000 in 2025 — BizBuySell EBITDA and proven unit economics
2025
Off-premise traffic (cash cycle X  ~75% of traffic is off-premise — v ~75% off-premise with separate
impact) Circana accounting by channel — Circana

Finding 1 — How much working capital does an independent restaurant really need?

An independent restaurant needs between 3 and 6 months of operating expenses in working capital, not
less. The reason is pure cash flow:

labor already exceeds 25% of expenses in 2024, up from 23% in 2021 (Toast/Restaurant Dive, 2024), and 99%
of operators reported spending more on labor that year (TouchBistro, 2024). Without that cushion, one slow
month forces you to choose between paying your supplier or making payroll. | have seen it in dozens of
kitchens: the owner confuses high sales with solvency and learns too late that the cash won't survive a rainy
Thursday. The rule | apply with my clients is blunt and simple: add up your full monthly fixed cost —rent, payroll,
utilities, loans— and multiply it by four as a floor. That number is your safety net, not your ambition. Your restau-
rant's segment decides its cost structure and, with it, how much working capital you must reserve.

Finding 2 — Your segment defines how much cushion you need

In full service, labor for profitable operators runs about 34.2% of sales versus 36.5% for the sector average (Na-
tional Restaurant Association, 2025, using 2024 data): those two and a half points are the line between earning
and bleeding. A full service carries a hot kitchen, more front-of-house staff, and longer inventory cycles, so it
needs a larger reserve than limited service. In Canada, limited service already accounts for 46.4% of foodser-
vice sales versus 43.1% for full service (Statistics Canada, 2024), a sign that the lean model absorbs shocks dif-
ferently. My rule: the more hands and the more perishable inventory, the more months of cushion. Fine dining
cannot live on three months; quick service sometimes can. The size of your group radically changes your ability
to absorb a cost shock. A single location weathers the egg spike —up 43.1% at the farm level in 2024 per USDA
Economic Research Service— by drawing on its reserve; a group dilutes it with centralized purchasing and vol-
ume suppliers.

Finding 3 — The size of the operation changes shock absorption

Ground beef confirms it: it went from $4.56 per pound in 2025 to $5.63 by mid-2026 (USDA, meat price data
2026), nearly a dollar a pound that an independent location pays in full. On top of that, with roughly 75% of traf-
fic operating off-premise (Circana), delivery stretches the collection cycle to 15-30 days and forces you to fi-
nance payroll and inventory while you wait for the platform's deposit. More locations mean more negotiating
power and more cycles that offset each other; a single location needs the thickest cushion in relative terms. Cost
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pressure —not weak sales— is what triggers a restaurant's need for working capital. The numbers shout it: 90%
of full service operators raised prices in 2024 and 60% still cut menu items (National Restaurant Association,
2024), while 98% said their labor costs rose (NRA). When inputs climb before you can pass the price to the
guest, your cash finances the gap.

Finding 4 — Cost pressure is what triggers the need for capital

Menu inflation peaked at 8.8% in March 2023, the highest in more than two decades (NRA, Menu Prices), and
even after cooling it left many operators with depleted reserves. The mistake | see again and again: owners who
drained their cushion during the surge and now operate without a net. Rebuilding working capital must be a cash
priority ahead of any expansion. Food waste drains working capital silently and constantly, and almost no one
measures it in the cash register. The average restaurant throws away between 4% and 10% of what it buys (The
Restaurant HQ, 2025): every point of that shrinkage is money you purchased, refrigerated, and paid for without
ever selling it. At the sector scale, foodservice represented 17.9% of the total U.S. food surplus in 2024, and full
service restaurants carry more than 43% of that surplus (ReFED, 2024). In working capital terms, this means
you are financing inventory that turns into trash before it turns into revenue.

Finding 5 — The silent waste that eats your capital

My advice to clients: audit food cost variance weekly and attack shrinkage as if it were a cash leak, because it
is. Cutting waste from 8% to 4% frees entire weeks of cash without adding a single sale. Geography moves the
working capital range because each market has its own cost structure and cycles. In Mexico the restaurant in-
dustry represents 12.2% of the country's economic units (INEGI-CANIRAC, 2024) and the GDP of lodging and
food preparation reached $838,530 million MXN in the third quarter of 2025, up 4.85% year over year (Data
México, Ministry of Economy, 2025): a growing market, but with its own input inflation. In the United States, wait-
staff earn 58.5% of their hourly income from tips (Clockify, 2025), which shifts the fixed payroll burden compared
to a country without structural tipping. And global commodities like coffee —Brazil supplies close to 38% of the
world's coffee (Bellwether Coffee)— expose any café to an international price shock.

Finding 6 — Geography and market: why the range shifts between countries

My consultant's criterion: tune the cushion to the real volatility of your local inputs, not to a generic average.
Working capital doesn't just keep you alive: it also protects your restaurant's sale value. An independent single-
location restaurant typically sells for between 1.5x and 3x SDE, the seller's discretionary earnings (Sofer
Advisors, Restaurant Valuation Guide), and the median price of a small restaurant in the United States reached
$773,000 in 2025, up 24% from 2021 (BizBuySell). A business with solid reserves and orderly cash is valued
higher because it doesn't force the buyer to inject money on day one. As a Masterestaurant consultant, Diego F.
Parra repeats it at every negotiating table: a restaurant without working capital is a stressful job, not a sellable
asset. The discipline of keeping three to six months of expenses in reserve is what separates an owner who
capitalizes on their effort from one who merely survives paycheck to paycheck.

Finding 7 — What changes the working capital you need by segment

Segment defines the cost structure: in full service profitable payroll runs 34.2% of sales versus 36.5% average
(NRA 2025, 2024 data), so a full-service needs more cushion than a limited-service, where that segment holds
46.4% of foodservice sales in Canada (Statistics Canada, 2024). Size changes shock absorption: a single loca-
tion weathers the egg spike (+43.1% in 2024 per USDA ERS) with reserves; a group dilutes it with centralized
buying. Off-premise traffic (~75% per Circana) lengthens the cycle when delivery pays at 15-30 days.
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Geography and segment move the range: in Mexico the restaurant industry is 12.2% of the country's economic
units (INEGI-CANIRAC, 2024) and lodging-and-food GDP grew 4.85% year over year in Q3 2025 (MXN
838,530 million, Data México, 2025) —demand context that sustains the cash cycle.

POINT BY POINT

Independent vs group: where working capital hurts most

PAYROLL STRUCTURE

A - INDEPENDENT RESTAURANT (1 B - MASTERESTAURANT 34.2% of sales in
LOCATION)

profitable operators vs 36.5% average
(NRA 2025): thin margin but controllable at
scale.

> 25% of total expense (Toast, 2024):
dominates the working-capital need in a
single location.

Verdict: The group controls the payroll % better; the independent suffers more per unit.

INPUT SHOCK ABSORPTION

A - INDEPENDENT RESTAURANT (1 B - MASTERESTAURANT Centralized
LOCATION)

buying dilutes variance and lowers the
A single location swallows the spike

directly: egg +43.1% in 2024 (USDA ERS)
hits flow undiluted.

group's food cost variance.

Verdict: Clear multi-unit advantage; the independent needs more cushion for the same thing.
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ASSET VALUE AND LIQUIDITY

A - INDEPENDENT RESTAURANT (1 B - MASTERESTAURANT Higher multiple
LOCATION)

via consolidated EBITDA and unit

1.5x-3x SDE (Sofer Advisors); median .
economics proven across markets.

$773,000 in 2025 (BizBuySell).
Verdict: The group is worth more and finances its working capital better; the independent
depends on its own reserve.

SIDE-BY-SIDE COMPARISON

Independent single-location restaurant CUSHION: 3-6 MONTHS

X Short cash cycle but no margin for error: one slow month drains the reserve.

X Payroll > 25% of expense (Toast/Restaurant Dive, 2024): the line that consumes the most working
capital.

X Without centralized cash, input volatility —egg +43.1% in 2024 per USDA ERS— hits flow directly.

Group or multi-unit MASTERESTAURANT

v" Centralized cash absorbs variance across locations and smooths the cushion needed per unit.
v Buying power reduces food cost variance; consolidated prime cost is easier to control.

v Sale multiple rises via aggregated EBITDA and unit economics proven across markets.

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

Payroll (% of expenses, 2024)

Recommended working capital
cushion

Operators with rising labor
costs (2024)

Input price pressure (US)

Business resale value
(reference)

Off-premise traffic (cash cycle
impact)

THE NUMBERS THAT MATTER

INDEPENDENT RESTAURANT (1
LOCATION)

X > 25% of total expense —
Toast/Restaurant Dive 2024

X  3-6 months of operating expense
(consultant reading on cost volatility)

X 99% spent more on labor —
TouchBistro 2024

X Egg +43.1% at farm level 2024 —
USDA ERS 2024

X 1.5x-3x SDE — Sofer Advisors;
median $773,000 in 2025 — BizBuySell
2025

X  ~75% of traffic is off-premise —
Circana

GROUP / MULTI-UNIT (3-10+)

v 34.2% of sales in profitable
operators vs 36.5% average — NRA
2025 (2024 data)

v 3-6 months x number of locations,
with centralized cash

v 98% reported higher labor costs
— NRA 2024

v Ground beef $5.63/Ib in 2026 vs
$4.56 in 2025 — USDA 2026

v" Higher multiple via consolidated
EBITDA and proven unit economics

v ~75% off-premise with separate
accounting by channel — Circana

The scorecard: real figures by segment (each cell cited to its source)

25 %

Payroll as a share of restaurant expense (2024)

34.20,

Payroll of profitable operators
(full service, vs 36.5% average)

99 %

Operators who spent more on labor in 2024

43.1%

Egg price increase at farm level in the US (2024)
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773000 vs0

Median sale price of a small
restaurant (2025, +24% vs 2021)

75 %

Off-premise traffic that lengthens the cash cycle

VISUALIZATION

The numbers, visualized

Payroll as a share of restaurant expense (2024)

Payroll of profitable operators (full service, vs 36.5% average)

Operators who spent more on labor in 2024

Egg price increase at farm level in the US (2024)

Off-premise traffic that lengthens the cash cycle

Sources: Toast / Restaurant Dive 2024 - National Restaurant Association 2025 - TouchBistro 2024 - USDA Economic
Research Service 2024 - BizBuySell 2025

Chart by masterestaurant.com

REAL CASE

“The mistake | see again and again: owners who confuse a full till with healthy working capital. With payroll
already above 25% of expense (Toast, 2024) and 99% of operators spending more on labor in 2024
(TouchBistro), a single slow-traffic month empties the reserve. The 3-to-6-month cushion is not a luxury: it's
what separates negotiating with your supplier from begging them.”

— Diego F. Parra, restaurant consultant, Masterestaurant

HOW TO APPLY IT IN YOUR RESTAURANT
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https://www.restaurantdive.com/news/toast-survey-inflation-labor-traffic/802424/
https://restaurant.org/research-and-media/research/restaurant-economic-insights/analysis-commentary/elevated-labor-costs-had-a-significant-impact-on-restaurant-profitability-in-2024/
https://get.apicbase.com/restaurant-industry-statistics/
https://www.ers.usda.gov/data-products/food-price-outlook/summary-findings
https://www.ers.usda.gov/data-products/food-price-outlook/summary-findings
https://www.bizbuysell.com/learning-center/valuation-benchmarks/restaurants/
https://masterestaurant.com/

How to place your restaurant in the healthy working-capital range

@ Calculate your real monthly operating expense
Add payroll, food cost, rent, utilities and debt for a normal month. With payroll above 25% of
expense per Toast (2024), this line dominates your working-capital need. This number —not
sales— is the base of the cushion.

@ Multiply by your cushion factor by segment
Full service, with payroll at 34.2% of sales in profitable operators versus 36.5% average (NRA
2025), leans high: aim for 5-6 months. Limited service —46.4% of foodservice sales in Canada
(Statistics Canada, 2024)— holds with 3-4 months.

@ Isolate input variance
Reserve extra margin for shocks: egg rose 43.1% at farm level in 2024 (USDA ERS) and
ground beef went from $4.56 to $5.63 per pound toward 2026 (USDA). Without a cushion for
that volatility, food cost variance eats your contribution margin.

@ Adjust the cycle for the off-premise channel
With ~75% of traffic off-premise (Circana) and delivery paying at 15-30 days, your working
capital must cover that lag. Keep separate accounting by channel and calculate each channel's
prime cost to know how much cash delivery ties up.

FAQ

Frequently asked questions about restaurant working capital

How much working capital does a restaurant need?

An independent restaurant needs 3 to 6 months of operating expense in working capital. The high figure fits full
service, where profitable payroll runs 34.2% of sales (NRA 2025); the low, limited service. The base is your real
monthly expense, not sales.

Why does my restaurant lose money if the till is full?

A full till is not healthy working capital: part of that money belongs to suppliers and unpaid payroll. With payroll
above 25% of expense (Toast, 2024) and 99% of operators spending more on labor (TouchBistro, 2024), a slow
month reveals the gap.
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Does food cost affect the working capital | need?

Yes, a lot. Calculating food cost accurately tells you how much cash inventory ties up. With egg +43.1% in 2024
(USDA ERS) and ground beef at $5.63/Ib in 2026 (USDA), food cost variance forces a bigger cushion. Keep
food cost per dish at 28-32% maximum.

Does a restaurant group need more or less cushion per location?

Less per location, proportionally. Centralized cash absorbs variance across units and buying power lowers prime

cost. That is why a group's sale multiple exceeds the 1.5x-3x SDE of an independent (Sofer Advisors) by

consolidating EBITDA and unit economics.

DATA & SOURCES

Sector data 2026 (official sources)

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

market research) - not competitors.

Metric

Restaurantes nuevos que cierran o

cambian de duefio

Comisiones de tarjeta (swipe fees)
totales en EE. UU.

Comisién promedio de tarjeta por
venta

Ventas totales del sector
restaurantero en EE. UU.

Aporte de la industria restaurantera al
PIB turistico de México

Operadores que dicen que sus costos
laborales subieron

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

~26% en el primer ano;

~60% en tres anos

Cerca de $187 mil millones
al ano

2,35% por transaccion

$1,5 billones (trillion)
proyectados para 2025

15,3% del PIB turistico

98% de los operadores en
2024

Source

Cornell University (estudio de

supervivencia)

National Restaurant Association

Texas Restaurant Association 2025

National Restaurant Association, State of

the Restaurant Industry 2025

SECTUR (Gobierno de México) /
CANIRAC

National Restaurant Association

masterestaurant.com
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https://www.menutiger.com/blog/restaurant-failure-rate-statistics
https://www.menutiger.com/blog/restaurant-failure-rate-statistics
https://restaurant.org/issues-and-advocacy/policy-agenda/swipefees/
https://spectrumlocalnews.com/tx/austin/news/2025/11/26/credit-card-fees-restaurant-struggle-charges
https://restaurant.org/research-and-media/research/
https://restaurant.org/research-and-media/research/
https://www.gob.mx/sectur/prensa/la-industria-restaurantera-aporta-el-15-3-por-ciento-del-pib-turistico-en-mexico
https://www.gob.mx/sectur/prensa/la-industria-restaurantera-aporta-el-15-3-por-ciento-del-pib-turistico-en-mexico
https://restaurant.org/research-and-media/research/restaurant-economic-insights/analysis-commentary/restaurant-labor-costs-are-well-above-historical-averages/

