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purchasing. Rebuilding purchasing and suppliers as a system, not as the chef's chore,
recovers 3 to 6 prime cost points and stabilizes EBITDA within a quarter, without raising

This brief is the written version of a conference Diego F. Parra delivers to boards of directors and gastronomic

investment committees. It treats purchasing and suppliers not as an administrative function but as the decision

architecture that governs prime cost, contribution margin and, ultimately, the operation's EBITDA.

The thesis is uncomfortable for many owners: the food cost you review each month is a late symptom. The
cause —the gap between theoretical vs actual cost— is decided weeks earlier, at the supplier negotiating table,

in the purchase-minimum policy and in receiving control. That is exactly where Masterestaurant intervenes with

systems engineering.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

Average food cost
Theoretical vs actual gap
Prime cost (food + labor)
Active suppliers per line
Days of frozen inventory

Average contribution margin

BEFORE (ARTISANAL
PURCHASING)

X

X

34-38%
6-9 pts
68-72%
1 (captive)
12-18 days

62%

AFTER (MASTERESTAURANT
ARCHITECTURE)

v

v

27-30%
<1.5 pts
58-62%
3 in rotating tender
5-7 days

70%
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BEFORE (ARTISANAL AFTER (MASTERESTAURANT

PURCHASING) ARCHITECTURE)
Annual capital leakage (avg X 48,000 USD v <9,000 USD
unit)
EBITDA over sales X 6-9% v 14-18%

1. Why food cost isn't decided in the kitchen

Roughly 70% of your food cost variability is decided outside the kitchen, in purchasing and at the negotiating ta-
ble with your supplier. The chef executes a cost that was already bent weeks earlier: when the purchase mini-
mum forces you to load 40 kg of an item that turns over 12, when the price list rises 8% and nobody audits it,
when receiving signs without weighing. Diego F. Parra repeats it to boards of directors: monthly food cost is a
late symptom, not a cause. Rebuilding purchasing as a system —not as a loose task for the chef— recovers be-
tween 3 and 6 points of prime cost and stabilizes EBITDA within a quarter, without touching a single menu price.
The real lever sits upstream, where almost nobody looks with discipline. The leak draining your margin is the
gap between the theoretical cost of your recipes and the actual cost leaving the cash drawer, and in operations
without control it runs between 4 and 9 percentage points.

2. Theoretical vs actual: the invisible leak

The theoretical cost says that plate costs 28%; the register ends up paying 34%. Those 6 points show up on no
single ticket: they live in receiving waste, over-portioning, supplier prices that rose without notice and pilferage.
With an average check of 18 USD and 3,000 covers a month, 6 points are 3,240 USD monthly evaporating un-
recorded. Masterestaurant turns that variable, invisible leak into an auditable line of the management P&L.
Measuring the theoretical-actual gap every week, not every accounting close, is what makes it governable be-
fore it eats the whole quarter. The decisive difference isn't negotiating harder, it's changing who and what gov-
erns the purchase decision. In the artisanal model one person decides from memory and from this week's in-
voice; in the Masterestaurant system the decision is governed by data —theoretical cost, market benchmark and
real turnover— and the person executes that data.

3. Decision architecture, not harder negotiation

The buyer stops asking «what do you charge me?» and starts stating «your price is 11% above the local bench-
mark, adjust or | rotate suppliers». That reversal of power turns a variable leak into a budgetable line defensible
before the board. I've seen operations drop 2.5 points of food cost in six weeks just by auditing price lists
against a benchmark and renegotiating the 20 items that concentrate 80% of spend. They didn't buy less: they
bought with the information on the right side of the table. 80% of your purchasing spend concentrates in roughly
20% of your items, and that's where your negotiating discipline must live. On a typical menu, between 18 and 25
references —proteins, dairy, oils, a couple of high-volume vegetables— explain the vast majority of the monthly
invoice. Chasing discounts on the other 200 references is noise: you spend management hours to save 40 USD.

4. The 20 items that concentrate 80% of spend
Masterestaurant builds an ABC matrix that ranks each item by weight in spend and by price volatility, and con-
centrates energy on class A. On those 20 critical items you set a target price, lock firm-price contracts for 60 or

90 days, and audit deliveries to the gram. The rest is bought by standard catalog. That focus recovers 1.5 to 3
points of prime cost without adding a single work hour. Receiving control is the last line of defense before money
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turns into waste, and it's where most operations fail by not weighing. A supplier who ships 9.3 kg and invoices
10 steals 7% on every delivery of that item; multiplied by 300 receptions a month, it's a silent hemorrhage. The
hard Masterestaurant rule is simple: weigh everything critical against the purchase order, reject whatever fails
temperature or quality, and sign only what's verified. Purchase minimums are the other front: accepting a 40
kg minimum on an item that turns 15 kg a week forces you to freeze capital and absorb spoilage waste of 12
to 18%.

5. Receiving and purchase minimums: physical control

Renegotiating those minimums, or splitting the order between two suppliers, frees cash flow and cuts waste
without touching plate quality. The second fundamental shift is of time horizon: artisanal purchasing optimizes
this week's invoice, architecture optimizes the unit economics of the next 24 months. When prime cost drops
steadily and the theoretical-actual gap closes below 2 points, EBITDA stops depending on the volume of one
good month and starts to be structural. An operation that stabilizes prime cost at 58% instead of swinging be-
tween 60% and 66% doesn't just gain margin: it gains predictability, and predictability is what earns a higher
multiple before an investment committee. That structural margin is replicable: it copies to a second unit without
reinventing the system, because the discipline lives in the data and the process, not in the memory of a star buy-
er who one day resigns and takes the know-how in his head.

6. What the board reviews in 90 days

A sensible investment committee doesn't review how hard you negotiated, it reviews whether purchasing be-
came an auditable system in the first quarter. The three indicators Diego F. Parra puts on the board's table are
concrete: the theoretical-actual gap, which must close from 5-8 points to under 3; the percentage of spend under
firm contract, which must move from the usual 0% to over 60% on class A items; and unauthorized price varia-
tion, which must fall to nearly zero once every list is audited against benchmark. These three numbers turn a
function that once lived in the chef's head into a management P&L line the board can budget and defend.
Rebuilding purchasing and suppliers as decision architecture recovers 3 to 6 points of prime cost and stabilizes
EBITDA within a quarter, without raising a single menu price. The difference isn't negotiating harder: it's chang-
ing the decision architecture.

7. What actually changes between the two models

In the artisanal model, one person decides from memory; in the Masterestaurant system, the purchase decision
is governed by data —theoretical cost, market benchmark and turnover— and the person executes that data.
This turns a variable, invisible capital leakage into a managerial P&L line you can audit, budget and defend be-
fore the board. The second shift is one of horizon. Artisanal purchasing optimizes this week's invoice; the archi-
tecture optimizes unit economics over the next 24 months. When prime cost drops sustainably and the theoreti-
cal-actual gap closes, EBITDA stops depending on a good month's volume and becomes structural: scalable to
new units regardless of leakage capital.

POINT BY POINT
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Artisanal purchasing vs system architecture

WHO MAKES THE PURCHASE DECISION

A - BEFORE (ARTISANAL PURCHASING) B - MASTERESTAURANT Data: theoretical
One person with memory and supplier cost, benchmark and turnover
affinity

Verdict: The system wins: it removes the operational variability that depends on one person's
judgment.

CONTROL OF THE THEORETICAL-ACTUAL GAP

A - BEFORE (ARTISANAL PURCHASING) B - MASTERESTAURANT Weekly

Normalized as unavoidable waste (6-9 pts) reconciliation within <1.5 pts

Verdict: Closing the gap recovers 5 prime cost points on average, straight into EBITDA.

ROLE OF INVENTORY

A - BEFORE (ARTISANAL PURCHASING) B - MASTERESTAURANT Sized by

Frozen petty cash, idle capital turnover, frees cash flow

Verdict: Inventory stops being leakage and starts protecting the break-even point.
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DECISION HORIZON

A - BEFORE (ARTISANAL PURCHASING) B - MASTERESTAURANT 24-month unit

This week's invoice economics

Verdict: The architecture turns one-off savings into EBITDA scalable to new units.

SIDE-BY-SIDE COMPARISON

Artisanal purchasing (the obsolete model) sYSTEMIC LEAKAGE

X The chef buys by habit and affinity, not by tender: the supplier knows your dependency and prices it in.
X Recipe theoretical cost and cash actual cost are never reconciled; the gap is normalized as 'waste'.

X With no receiving policy, product enters off spec and weight: you pay for kilos that never reach the
plate.

X Inventory works as frozen petty cash: idle capital that yields neither EBITDA nor cash flow.

Masterestaurant purchasing architecture MASTERESTAURANT

v Every critical line is tendered among three suppliers with a price benchmark; negotiation stops being
personal and becomes a system.

v" Theoretical vs actual cost is reconciled weekly within 1.5 pts tolerance; every deviation has an owner
and a deadline.

v" Receiving with weight and spec protocol: what doesn't comply doesn't enter and isn't paid.

v Inventory is sized by target turnover, freeing capital toward cash flow and cutting structural leakage.

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

BEFORE (ARTISANAL AFTER (MASTERESTAURANT
PURCHASING) ARCHITECTURE)
Average food cost X 34-38% v 27-30%
Theoretical vs actual gap X 6-9pts v <15pts
Prime cost (food + labor) X 68-72% v 58-62%
Active suppliers per line X 1 (captive) v 3inrotating tender
Days of frozen inventory X 12-18 days v 5-7 days
Average contribution margin X 62% v 70%
Annual capital leakage (avg X 48,000 USD v <9,000 USD
unit)
EBITDA over sales X 6-9% v 14-18%

THE NUMBERS THAT MATTER

The numbers a CEO underlines

33 %

sector average food cost before
intervening in purchasing

70 %

of food cost variability originates in
purchasing and receiving, not in the kitchen

8400

gastronomic units audited by
Masterestaurant across 43 countries

48000 uso

average annual capital leakage per
unit without purchasing architecture

prime cost points recovered on average
when closing the theoretical-actual gap
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60 %

of independent restaurants close within 3

years, many from cost mismanagement

VISUALIZATION

The numbers, visualized

sector average food cost before intervening in purchasing

of food cost variability originates in purchasing and receiving, not in the kitchen

prime cost points recovered on average when closing the theoretical-actual gap

of independent restaurants close within 3 years, many from cost mismanagement

Typical net margin — 2026 industry benchmark

Sources: National Restaurant Association 2026 - Masterestaurant internal data - Cornell School of Hotel
Administration 2025 - Statista

Chart by masterestaurant.com

REAL CASE

“We had a 37% food cost and blamed the kitchen. When Diego made us tender the six critical lines and set
up receiving with a scale, the gap between theoretical and actual dropped from 8 points to one. In a quarter
EBITDA went from 7% to 15% without touching a single menu price.”

— Operations director, 4-unit group, Masterestaurant audit

HOW TO APPLY IT IN YOUR RESTAURANT
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Strategic roadmap in three phases

@ Phase 1 — Operational due diligence (weeks 1-3)
Deliverable: capital-leakage map by line and theoretical vs actual cost reconciliation. We audit
invoices, specs and receiving for the six inputs that hold 80% of spend. Success metric:
theoretical-actual gap quantified 100% and =3 priority leaks with a figure.

@ Phase 2 — Purchasing re-architecture (weeks 4-8)
Deliverable: rotating three-supplier tender per critical line and a receiving protocol with weight
and spec. We install the managerial P&L dashboard that tracks weekly prime cost. Success
metric: cut the theoretical-actual gap to <1.5 pts and lower food cost 24 points.

@ Phase 3 — Margin governance (weeks 9-12)
Deliverable: monthly cost-committee ritual with the board and a purchasing budget tied to the
target contribution margin. Success metric: EBITDA over sales 214% sustained two months and
inventory days <7.

FAQ

Boardroom questions

Why isn't food cost enough as an indicator?

Because it's a late symptom. Food cost tells you what happened last month, but the cause —the gap between
theoretical vs actual cost— was decided earlier, in purchasing and receiving. Governing that gap is what moves
EBITDA structurally.

Doesn't upgrading suppliers raise prime cost?

No, if purchasing is a system. Tendering three suppliers per line usually lowers input cost 4-8% with equal
or better spec. Cost rises when the supplier is captive and knows your dependency, not when you compete
the purchase.

How long until the EBITDA impact shows?

The 12-week roadmap closes the theoretical-actual gap in phase 2, and EBITDA over sales usually moves from
single digits to 14-18% within a quarter, with no menu price changes. Competitive advantage consolidates at 24
months when margin stops depending on volume.
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Does this fit a single restaurant or a group?

Both, and the advantage grows with scale. One unit recovers prime cost points; a group standardizes the
purchasing architecture and multiplies per-unit savings, turning risk mitigation into a capability replicable at
every opening.

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
Ventas del sector proyeccion =US$1,55 billones en 2026 pese a presion National Restaurant Association
(EE.UU.) de costos — SOl 2026
Food cost 6ptimo del . . . o

‘ 28-35% (promedio full-service 32.4%) National Restaurant Association
sector
Costo laboral 25-35% de los ingresos U.S. Bureau of Labor Statistics
Flujo de caja en la mala gestion de caja se asocia a ~82% de los .

. . . Inc. (estudio U.S. Bank)
pymes cierres de pequeifios negocios
Costos y demanda alzas de costos persistentes con demanda resiliente i
Bloomberg Linea
2026 en restaurantes
Prime cost .
55-65% de las ventas Nation's Restaurant News

recomendado

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