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QUICK VERDICT

Verdict: a fixed-price menu isn't prudence, it's a silent capital leak. With 6% annual input
inflation, a restaurant that reprices once a year loses 3 to 5 points of contribution margin
before it reacts. Rule-based indexing —repricing triggered by a theoretical-cost threshold,
not by the calendar— recovers those points without scaring the guest: small, frequent
adjustments get absorbed; the 12% annual jump gets noticed and hurts. Before: you react
late and all at once. After: price moves with cost, inside a band you control.

* White Paper Technical document - C-Suite & multilateral banking - 11 minread - 2026-07-08

INTELLECTUAL PROPERTY OF MASTERESTAURANT® — EXCLUSIVE FOR SECTOR LEADERS

This document is written for the owner, the CFO and the Director of Expansion who already feel margin eroding
but can't locate the leak in the managerial P&L. Food-input inflation isn't a headline: it's a line that moves every
month in your costing and, if the selling price doesn't follow it, eats your EBITDA plate by plate.

The problem isn't 'raising prices'. The problem is WHEN and HOW MUCH, by what rule and on what data. Most
operators reprice on gut feel, once a year, when food cost has already been inflated for months. This white
paper proposes a different frame: disciplined indexing, triggered by current theoretical cost, applied by menu
segment and structured so the board sees the ROI before approving it.

We work with 2026 figures and with proprietary Operaciones MR benchmarks across more than 8,400 income
statements analyzed. This isn't theory: it's what happens at the register when price stops talking to cost.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

FIXED-PRICE MENU (ANNUAL RULE-BASED INDEXING

REPRICING) (MASTERESTAURANT)
Repricing frequency X 1x/year v' Threshold-triggered: 4-6 adjustments/yr
Data that triggers the change X Owner's gut feel v Theoretical vs actual cost (variance >2
pts)
Observed average food cost X 34-38% v 28-31%
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FIXED-PRICE MENU (ANNUAL RULE-BASED INDEXING

REPRICING) (MASTERESTAURANT)
Margin points leaked/year X 3-5pts v 0.5-1pt
Adjustment size to guest X Annual jump 9-12% v Staggered 2-4% adjustments
EBITDA impact (3 locations) X -1.8t0o-24pts v +1.2to+2.0 pts
Board visibility X Reactive, no model v" Quarterly KPl and ROI

Chapter 1 — What is inflation-based price indexing in a restaurant?

Price indexing is the practice of repricing triggered by data —the current theoretical cost— rather than
by the calendar.

With food input inflation running at 6% a year, a restaurant that reprices only once a year carries 12 months of
inflated food cost before reacting, and that costs between 3 and 5 points of contribution margin. At
Masterestaurant we have measured it across more than 8,400 profit-and-loss statements: the average operator
lets roughly 4 points of contribution slip each year through late repricing alone. The mechanic is simple: you set
a variance threshold (say, +150 basis points over your target food cost), you measure it line by line on the menu,
and when a line crosses the threshold you reprice that line, not the entire menu. It stops being 'time to raise
prices' and becomes 'the data ordered the raise.’ A fixed-price menu is a silent capital leak because cost moves
every month while the sale price stays frozen until the next annual review.

Chapter 2 — Why is a fixed-price menu a silent capital leak?

Diego F. Parra sees it again and again in the register: a dish that started the year at 28% food cost ends
up in November at 34% with no one noticing, because nobody compares the current costing against the
menu price.

With 6% input inflation, that dish lost 6 points of contribution in eleven months. Multiply it by your 15 highest-
turnover lines and the leak is no longer a dish: it is half a point of EBITDA. The fixed menu feels prudent —'we
won't scare the guest'— but misplaced prudence funds your suppliers' inflation with your own margin. The regis-
ter does not lie: a price that fails to converse with its cost eats the result dish by dish. With indexing you do not
reprice the whole menu at once: you move only the lines where theoretical cost jumped above the threshold.
The variance review is monthly —cost changes monthly, so surveillance must too— but the trigger is surgical.

Chapter 3 — How often and on which lines should you reprice with indexing?

If out of 60 dishes only 9 crossed the +150 basis-point threshold, you adjust those 9 and leave the other
51 untouched.

The guest perceives a routine menu tweak, not a price shock, because on each visit they still recognize 85% of
their usual prices. This is the opposite of the fixed menu, which accumulates pressure for months and then
dumps an 8% to 12% adjustment all at once that truly scares people. In MR Operations benchmarks, monthly
segmented repricing preserves 3.5 more points of contribution per year than a single annual adjustment, with
half the friction perceived by the diner. Indexing is presented to the board as a quarterly KPI with prime cost,
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EBITDA and the ROI of the repricing, not as an operator's hunch. That is the governance leap: the fixed menu is
invisible to the board until the annual close, when nothing can be corrected; indexing puts the number on the ta-
ble every quarter.

Chapter 4 — How do you present indexing to the board of directors?

The report Masterestaurant recommends to the CFO and the Director of Expansion carries four lines:

average food-cost variance against target, number of lines repriced in the quarter, contribution points recovered,
and the ROI of the exercise —recovered contribution divided by the operating cost of running the system, which
rarely exceeds a few hours of analysis a month. When the board sees that 4 points of margin recovered on a 3-
million-dollar/year operation equal 120,000 dollars, repricing stops being debated as commercial risk and gets
approved as financial hygiene. The mistake | see over and over is repricing by intuition and by calendar: the
owner raises prices in January 'because it's time,' a flat 5% to 8% across the whole menu, without looking at
which input spiked or which dish went underwater. The result is a double punishment: it over-prices the dishes
whose cost barely moved —and there it does scare demand— and under-prices the dishes where the input rose
20%, which keep bleeding.

Chapter 5 — What repricing mistake do | see over and over in restaurants?

Indexing fixes both errors because each line moves according to its own variance. A protein dish whose
cost rose 18% asks for a different adjustment than a salad whose input dropped in season.

Across more than 8,400 P&Ls analyzed at Masterestaurant, flat annual repricing leaves between 3 and 5 points
of contribution on the table versus indexed line-by-line repricing. The discipline of data beats intuition every
quarter. The ROI of rule-based indexing is among the highest in restaurant operations because it recovers mar-
gin without spending a dollar on variable cost: you buy no equipment, you hire no one, you only change the de-
cision rule. On a typical 3-million-dollar/year operation with a 30% contribution margin, recovering 4 points
of contribution equals 120,000 dollars a year that today fund your suppliers' inflation. The cost of running the
system is marginal: a monthly line-by-line variance analysis that takes two to three hours with the costing
already built.

Chapter 6 — What is the real ROI of implementing rule-based indexing?

That yields an ROI that in practice exceeds 50:1 in the first year. In multi-unit chains the effect multiplies,
because the system is replicable and every new location inherits the rule.

That is why Diego F. Parra insists: indexing is not a price adjustment, it is the conversion of a structural leak into
recurring EBITDA. The fixed menu reprices by calendar; indexing reprices by data. The gap between 'time to
raise' and 'variance crossed the threshold' is 3-5 points of contribution margin a year. The fixed menu moves the
whole menu at once; indexing moves only the lines where theoretical cost spiked. The guest perceives a
surgical adjustment, not a blanket hike. The fixed menu is invisible to the board until year-end; indexing reports
as a quarterly KPI with prime cost, EBITDA and repricing ROI. The call stops being gut feel and becomes
financial governance.

POINT BY POINT
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Before vs after, criterion by criterion

REPRICING TRIGGER

A - FIXED-PRICE MENU (ANNUAL B - MASTERESTAURANT Theoretical-cost
REPRICING)

variance threshold
Annual calendar and gut feel

Verdict: The data rule recovers 3-5 pts of margin the calendar loses.

GUEST PERCEPTION

A - FIXED-PRICE MENU (ANNUAL B - MASTERESTAURANT Staggered 2-4%
REPRICING)

adjustments
Visible 9-12% jump

Verdict: The surgical adjustment gets absorbed; the blanket hike drives friction and ticket loss.

SCOPE OF CHANGE

A - FIXED-PRICE MENU (ANNUAL B - MASTERESTAURANT Only lines with
REPRICING)

compressed margin
Whole menu rises equally

Verdict: Segmenting by menu engineering protects stars and fixes dogs.

www.masterestaurant.com - White Paper - Menu price indexing for inflation: before vs after with Masterestaurant Page 4 of 9



FINANCIAL GOVERNANCE

A - FIXED-PRICE MENU (ANNUAL B - MASTERESTAURANT Quarterly KPIs
REPRICING)

and ROl to board
Reactive, no model

Verdict: Measurable indexing turns repricing into a management decision, not a bet.
SIDE-BY-SIDE COMPARISON

Fixed-price menu: the 'stability' trap REACTIVE

X Annual repricing triggered by the calendar, not by real cost.

X Food cost climbs silently 3-5 months before it shows at the register.

X When you finally raise, the jump is big and visible: guest friction.

X Without a model, the board doesn't see the leak until year-end.

X Every mispriced star dish multiplies the loss by volume.

Rule-based indexing: price follows cost MASTERESTAURANT

v Trigger threshold: when cost variance exceeds 2 points, you reprice.

v Small (2-4%), frequent adjustments the guest absorbs without friction.

v" Segmentation: not the whole menu rises; it rises where margin compresses.
v Price band set by management: control, not blind automation.

v" KPI panel with theoretical vs actual cost, prime cost and contribution margin.

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

FIXED-PRICE MENU (ANNUAL

REPRICING)

Repricing frequency X

Data that triggers the change X

Observed average food cost X
Margin points leaked/year X
Adjustment size to guest X
EBITDA impact (3 locations) X
Board visibility X

THE NUMBERS THAT MATTER

1x / year

Owner's gut feel

34-38%

3-5 pts

Annual jump 9-12%
-1.8to -2.4 pts

Reactive, no model

The numbers behind the argument

6 %

average annual food-input
inflation that erodes food cost

33 %

target prime cost (food + labor)
for a healthy full-service operation

8400

income statements analyzed
in the proprietary benchmark

3.9t

contribution margin leaked/year
with annual vs indexed repricing

42 %

typical price elasticity absorbing a
staggered adjustment without ticket drop
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RULE-BASED INDEXING
(MASTERESTAURANT)

v' Threshold-triggered: 4-6 adjustments/yr

v' Theoretical vs actual cost (variance >2
pts)

v 28-31%

v  0.5-1pt

v Staggered 2-4% adjustments
v +1.2to+2.0 pts

v" Quarterly KPl and ROI
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32 %

maximum acceptable food cost per
dish before redesigning the recipe card

VISUALIZATION

The numbers, visualized

average annual food-input inflation that erodes food cost

target prime cost (food + labor) for a healthy full-service operation

contribution margin leaked/year with annual vs indexed repricing

typical price elasticity absorbing a staggered adjustment without ticket drop

maximum acceptable food cost per dish before redesigning the recipe card

Sources: USDA Food Price Outlook 2026 - National Restaurant Association 2026 - Masterestaurant internal data -
Deloitte Restaurant Trends 2026

Chart by masterestaurant.com

REAL CASE

“The fixed-price menu feels prudent and is actually the most expensive drip in the business. I've seen it in
dozens of operations: it doesn't sink anyone overnight, it bleeds you two points a year until EBITDA no
longer funds reinvestment. Rule-based indexing isn't raising prices, it's refusing to give margin away.”

— Diego F. Parra, restaurant consultant and founder of the Masterestaurant method

HOW TO APPLY IT IN YOUR RESTAURANT
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How to implement it in 90 days

@ Week 1-3 - Baseline and theoretical cost
Rebuild the recipe card for each dish and compute current theoretical cost with real purchase
prices from the last quarter. Without this data, indexing has no trigger. This is usually where 20-
30% of the menu shows up running above the 32% target food cost.

@ Week 4-6 - Set threshold and price band
Establish the trigger (cost variance >2 points) and the repricing band management authorizes
(e.g., 4% max per adjustment). Segment the menu: stars, plow-horses, puzzles and dogs per
menu engineering. Not everything rises equally.

@ Week 7-10 - First indexing cycle
Apply the first repricing only to lines that crossed the threshold. Communicate little and well; 2-
4% adjustments need no guest notice. Measure average ticket and volume 14 days before and
after to confirm elasticity behaves as the model predicted.

@ Week 11-13 - Governance panel and board report
Build the KPI panel (prime cost, actual vs theoretical food cost, contribution margin, projected
EBITDA) and present the first quarterly report to the board with cycle ROI. From here, indexing
is a process, not an annual event.

FAQ

Frequently asked questions

How often should | reprice the menu with 6% inflation?

Not by calendar, by data. Reprice when the variance between theoretical and actual cost exceeds 2 points: in
practice that's 4 to 6 small adjustments a year, not one annual jump. The guest absorbs each adjustment and
you don't leak margin waiting for 'the right moment'.

Won't | scare guests by raising prices several times a year?

The opposite. A 10-12% annual jump gets noticed and creates friction; four 2-4% adjustments stay within the
ticket's normal elasticity. Proprietary data shows staggered adjustments don't cut volume as long as they stay
inside the band management authorizes.

What data triggers indexing exactly?

Current theoretical cost computed on the recipe card with real quarterly purchase prices. When that theoretical
cost pushes the dish's food cost above the threshold, repricing activates for that line, not the whole menu.
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How do | justify this to the board?

With a quarterly panel showing prime cost, actual vs theoretical food cost, contribution margin and projected
EBITDA, plus cycle ROI. Indexing stops being the owner's gut feel and becomes measurable governance: the
board sees margin points recovered, not a price increase.

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

Food cost 6ptimo del

¢ 28-35% (promedio full-service 32.4%) National Restaurant Association
sector
Costo laboral 25-35% de los ingresos U.S. Bureau of Labor Statistics
Ventas del sector proyeccion =US$1,55 billones en 2026 pese a presion National Restaurant Association
(EE.UU.) de costos — SOI 2026
Prime cost .

55-65% de las ventas Nation's Restaurant News
recomendado
Margen neto tipico 3-9% (full-service 3-5%) Statista
Flujo de caja en la mala gestion de caja se asocia a ~82% de los .

. - . Inc. (estudio U.S. Bank)

pymes cierres de pequefios negocios

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