Executive Briefs

Pilferage Shrinkage: Traditional
Method vs the Masterestaurant Method

O By Diego F. Parra - Updated 2026-07-17 - Costing & Finance

QUICK VERDICT

Pilferage shrinkage is not an honesty problem: it is a control-architecture problem. The
traditional method spots it only after it has destroyed 2 to 4 points of EBITDA; the
Masterestaurant method turns it into a measurable variable —the food cost variance
between theoretical and actual cost— closed with disciplined counts, standardized recipes
and an Al alert shortlist. With food costs up +35% since 2019 (National Restaurant
Association, 2024), every point of shrinkage you fail to close comes straight out of the
owner's cash flow.
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INTELLECTUAL PROPERTY OF MASTERESTAURANT® — EXCLUSIVE FOR SECTOR LEADERS

Pilferage shrinkage is the slow, invisible leak in inventory: the over-poured portion, the uncharged drink, the kilo
that walks out the back door, the waste no one logs. There is no single heist; there are a thousand small leaks
that, added up month over month, eat the contribution margin.

The problem is not that it happens —it happens in nearly every restaurant— but that the traditional method lacks
the instrumentation to see it until it shows up in the P&L as an inexplicably high food cost. By then, the money is
gone and unrecoverable.

This brief contrasts two decision architectures against the same entropy: traditional surveillance by intuition and
owner presence, versus a control system built on the theoretical vs actual cost gap, with counts, standardization
and Al-assisted detection.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

TRADITIONAL CONTROL MR ARCHITECTURE (THEORETICAL
(INTUITION) VS ACTUAL)

Sector average food cost X 28-35% of sales (no fine v' Operating ceiling <32% per dish with
control) variance closed

Food cost rise since 2019 X  +35% absorbed without re- v +35% re-costed per recipe, passed
costing (NRA, 2024) via menu engineering
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Inventory count frequency

Theoretical vs actual cost gap

Leak detection

TRADITIONAL CONTROL
(INTUITION)

X Monthly or when 'something
looks off'

X Not calculated; discovered in
the P&L

X Reactive: after the margin

MR ARCHITECTURE (THEORETICAL
VS ACTUAL)

v Weekly on A/B categories + high-
value spot-checks

v"  Measured each cycle; food cost
variance target <1-2 pts

v' Proactive: Al alerts on deviations by

already dropped SKU

EBITDA impact X  2-4 pts eroded silently v 2-4 pts recovered by closing the

variance

Dining-out CPI (cost pressure) X +3.5% YoY absorbed by margin
(BLS, 2026)

v +3.5% neutralized with pricing +
shrinkage control

1. Why petty theft isn't a problem of honesty

Petty theft isn't a problem of honesty: it's a problem of control architecture. The over-poured portion, the drink
that never gets rung up, the kilo that slips out the back door; no single leak hurts, but a thousand small ones to-
gether eat 2 to 4 points of contribution margin before the owner ever suspects a thing. The traditional method
has no instrumentation to see them until they surface in the income statement as an inexplicably high food cost,
and by then the money is gone and doesn't come back. Input costs make it worse: U.S. food costs are up +35%
since 2019 (per the National Restaurant Association, 2024), so each point of shrinkage weighs more today than
five years ago. The right question isn't who steals, but what process lets the leak stay invisible. Shrinkage be-
comes governable when you turn it into a variable: the gap between the theoretical cost the recipe dictates and
the actual cost the inventory reveals, what Diego F.

2. Theoretical vs actual cost: the variable you can actually measure

Parra calls food cost variance. The traditional method treats the leak as a people issue —carelessness, dishon-
esty— and so it watches faces instead of measuring numbers. The Masterestaurant architecture does the oppo-
site: it standardizes every recipe, counts inventory by SKU, and compares what you should have spent against
what you did. That difference, expressed in food cost points, is the signal. With a target food cost of <32% per
dish as a ceiling (never a recommendation, only a maximum), a 3-to-5-point deviation in a single input family
pinpoints the bleed. U.S. menu prices rose +31% between February 2020 and April 2025 (National Restaurant
Association / BLS); without measuring the gap, that extra margin dissolves into unseen shrinkage. The decisive
difference between the two methods is when you see the leak. The traditional one catches it in hindsight, in the
month-end P&L, when the money is already gone and all that's left is regret; the Masterestaurant architecture
catches it in near real time, by SKU, before a full month of losses piles up.

3. Hindsight vs near real time: when you catch the leak

A weekly count of the ten highest-turnover families —proteins, spirits, dairy— turns an annual surprise into a
seven-day alert. This matters because margins are already stretched: the CPI for food away from home rose
+3.5% year over year (May 2026 vs. May 2025, U.S. Bureau of Labor Statistics), and passing that cost to the
guest without controlling shrinkage just masks the leak. Measuring every week doesn't eliminate petty theft, but
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it shortens the window it can bleed: from 30 days to 7, from invisible to actionable. Control survives the owner's
absence only if it lives in a process, not in their gaze. The traditional method depends on physical presence: the
owner who smells the shrinkage, knows their people, shows up by surprise. It works until they open a second lo-
cation or take two weeks off, and then the leak returns because no one was watching.

4. What happens when the owner isn't in the building?

The Masterestaurant architecture depends on a replicable system —standardized recipes, scheduled
counts, Al-assisted detection of anomalies in the gap— that runs no matter who is on the floor.

This isn't theory: SMEs contribute up to 78% of employment where reliable data exists (per the World Bank,
SMEs Finance 2024), and most of those restaurants die trying to scale because control lived in the founder's
head, not in the system. Al doesn't replace judgment; it flags the SKU whose variance spiked so judgment can
act first. Input increases get passed on precisely only if you recost by recipe, not by hunch. The traditional
method absorbs increases against its own margin or raises the menu by feel; food costs have already climbed
+35% since 2019 (National Restaurant Association, 2024), and every un-recosted point is EBITDA evaporating.
The Masterestaurant architecture recalculates food cost dish by dish when an input price changes, separates
which dishes can take the increase from which must be redesigned, and passes on only what's necessary.

5. Recosting by recipe: pass on the increase without absorbing the leak

That way shrinkage can't hide behind genuine inflation. Large chains raised prices +42% between 2020 and
2025 (One Haus), nearly double the 22% general inflation; much of that cushion was eaten by unmeasured
shrinkage. Recosting by recipe separates the legitimate increase from the leak, and only the latter is money you
can recover tomorrow. Petty theft translates directly into 2 to 4 points of EBITDA when no one measures it, and
that's the number that matters in the boardroom. A restaurant with a 30% target food cost that de facto runs at
34% from unseen shrinkage is giving away four points of sales: in a location billing a typical industry figure,
that's the difference between a profitable year and one that barely breathes. Diego F. Parra's brief puts it plainly:
shrinkage isn't an expense line, it's an invisible tax on every sale. With the U.S.

6. The real cost of petty theft in EBITDA points

tariff on Brazilian coffee at a combined 50% in 2025 (per Bellwether Coffee) and finished cattle projected +5%
for 2025-2026 (USDA ERS), inputs will keep pressing. Whoever doesn't measure the gap absorbs each in-
crease twice: once in the market and once in their own leak. The move from intuition-based vigilance to system-
based control starts with a count, not an accusation. The Masterestaurant route is concrete: week one, stan-
dardize the recipes of the ten highest-volume dishes and set their theoretical food cost; week two, a physical in-
ventory count by SKU to compute actual cost; week three, measure the gap and isolate the three families with
the highest food cost variance; week four, attack only those and recost what the increase demands. You don't
need expensive technology to begin; you need process discipline. The sector allows it: bars and restaurants
contribute 3.6% of Brazil's GDP in 2024 (per ABRASEL), a serious industry that deserves serious accounting.

7. How to start: from intuition to system in four weeks

The Masterestaurant ecosystem tool automates the counts and anomaly detection, but the first gap is measured
with a scale, a spreadsheet, and the decision to look at the number instead of the face. The traditional method
treats shrinkage as a people problem (honesty, carelessness); the Masterestaurant method treats it as a system
variable —the gap between what the recipe says you should have spent and what you actually spent. The tradi-
tional one detects the leak in hindsight, in the P&L, when the money is already gone; the MR architecture de-

www.masterestaurant.com - Executive Brief - Pilferage Shrinkage: Traditional Method vs the Masterestaurant Method Page 3 of 9


https://masterestaurant.com/metodologia_restaurantes.html
https://masterestaurant.com/metodologia_restaurantes.html

tects it in near-real time, by SKU, before a month of losses piles up. The traditional one depends on the owner's
presence; the MR architecture depends on a repeatable process —counts, standardization, Al— that survives
when the owner is off-site. The traditional one absorbs input inflation (+35% since 2019, per the National
Restaurant Association, 2024) against the margin; the MR one re-costs it per recipe and passes it through with
menu engineering.

POINT BY POINT

Comparative analysis: where the margin is decided

NATURE OF THE PROBLEM

A - TRADITIONAL CONTROL (INTUITION) B - MASTERESTAURANT System problem:

People problem: team honesty and theoretical vs actual cost gap
carelessness

Verdict: Treating shrinkage as a system variable, not an honesty issue, is what makes it
measurable and closable.

DETECTION TIMING

A - TRADITIONAL CONTROL (INTUITION) B - MASTERESTAURANT Proactive: alerts
Reactive: shows up in the P&L, money by SKU before it accumulates
already lost

Verdict: Proactive detection recovers margin that reactive control has already written off.

DEPENDENCE ON THE OWNER

A - TRADITIONAL CONTROL (INTUITION) B - MASTERESTAURANT Repeatable

Depends on owner presence and intuition process that runs with or without the owner

Verdict: A control that depends on one person doesn't scale; one that depends on a process
does.
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RESPONSE TO INPUT INFLATION

Verdict: Re-costing and passing through protects the EBITDA that absorbing destroys.

Absorbs +35% since 2019 against margin
(NRA, 2024)

A - TRADITIONAL CONTROL (INTUITION) B - MASTERESTAURANT Re-costs per

SIDE-BY-SIDE COMPARISON

Traditional method: surveillance by intuition REAcTIVE

X

X

The owner 'senses' a leak but never quantifies it

Monthly inventory, no theoretical vs actual gap

High food cost is discovered in the P&L

No standardized recipes: each cook portions differently

Shrinkage is normalized as 'the cost of doing business'

Masterestaurant method: control architecture MASTERESTAURANT

v

v

Theoretical recipe cost vs actual count cost, every cycle

Weekly counts on high-value categories + spot-checks

Standardized recipes that fix portion and yield

Al alert shortlist on deviations by SKU

Food cost variance managed as a board-level KPI

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

Sector average food cost

Food cost rise since 2019

Inventory count frequency

Theoretical vs actual cost gap

Leak detection

EBITDA impact

Dining-out CPI (cost pressure)

THE NUMBERS THAT MATTER

TRADITIONAL CONTROL
(INTUITION)

X 28-35% of sales (no fine
control)

X  +35% absorbed without re-
costing (NRA, 2024)

X Monthly or when 'something
looks off'

X Not calculated; discovered in
the P&L

X Reactive: after the margin
already dropped

X  2-4 pts eroded silently

X +3.5% YoY absorbed by margin

(BLS, 2026)

MR ARCHITECTURE (THEORETICAL
VS ACTUAL)

v" Operating ceiling £32% per dish with
variance closed

v +35% re-costed per recipe, passed
via menu engineering

v" Weekly on A/B categories + high-
value spot-checks

v' Measured each cycle; food cost
variance target <1-2 pts

v Proactive: Al alerts on deviations by
SKU

v’ 2-4 pts recovered by closing the
variance

v +3.5% neutralized with pricing +
shrinkage control

Entropy in numbers: what pressures the margin today

35 %

rise in the average U.S.
restaurant's food cost since 2019

35 %

rise in the average U.S.

restaurant's labor cost over 5 years

31 %

U.S. menu price increase (Feb 2020 - Apr 2025)

3.5 %

dining-out CPI, year over
year (May 2026 vs May 2025)
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42 %

menu price rise at large U.S. chains (2020-
2025), nearly double general inflation

5 %

projected rise in U.S. fed steer price (2025-
2026), direct pressure on protein food cost

VISUALIZATION

The numbers, visualized

rise in the average U.S. restaurant's food cost since 2019

e 35%

rise in the average U.S. restaurant's labor cost over 5 years

e 35%

U.S. menu price increase (Feb 2020 - Apr 2025)

G

dining-out CPI, year over year (May 2026 vs May 2025)

a

menu price rise at large U.S. chains (2020-2025), nearly double general inflation

a2

projected rise in U.S. fed steer price (2025-2026), direct pressure on protein food cost

-

Sources: National Restaurant Association 2024 - National Restaurant Association / BLS 2025 - U.S. Bureau of Labor
Statistics 2026 - One Haus 2025 - USDA ERS 2026

Chart by masterestaurant.com

REAL CASE
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“The mistake | see over and over: the owner swears the team is honest, and they probably are. But once
we finally measured the gap between the theoretical recipe cost and the actual count cost, 3.8 points of
food cost showed up that no one could explain. It wasn't big theft: it was the over-poured portion, the
unlogged waste, the comp drink nobody wrote down. We closed the variance with weekly counts and
standardized recipes, and those 3.8 points went back into EBITDA in one quarter. Pilferage shrinkage isn't
fought by watching: it's fought by measuring.”

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

Roadmap: closing the variance in 3 phases

@ Phase 1 — Instrument the variance (weeks 1-4)
Deliverable: theoretical recipe cost for your top-20 dishes and a first real count by high-value
SKU. Success metric: calculate food cost variance (theoretical vs actual gap) for the first time
and locate which categories concentrate the leak. With food up +35% since 2019 (National
Restaurant Association, 2024), this map shows exactly where the margin bleeds.

@ Phase 2 — Standardize and count (weeks 5-12)
Deliverable: standardized recipes that fix portion and yield, plus weekly counts on A/B
categories and daily spot-checks on ultra-high-value items (protein, liquor). Success metric: cut
food cost variance to <2 points and stabilize prime cost. Standardization removes the

operational variability that shrinkage exploits to hide.

@ Phase 3 — Automate with Al (month 4 onward)
Deliverable: an Al alert shortlist flagging deviations by SKU before they pile up, plus a board KPI
dashboard. Success metric: proactive (not reactive) detection and a sustained recovery of 2-4
EBITDA points. The goal is not to watch more: it's for the system to alert on its own, with or
without the owner on-site.

FAQ

Board-level frequently asked questions

How much EBITDA is pilferage shrinkage costing me?

In practice it silently erodes 2 to 4 EBITDA points, because it hides inside an 'acceptable’ food cost. With food up
+35% since 2019 (National Restaurant Association, 2024), every point of shrinkage left unclosed comes straight
out of the owner's cash flow and is not recovered.
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Is it a staff honesty problem?

It's almost never big theft; it's systemic entropy: over-portions, unlogged waste, uncounted comps. That's why
the fix isn't watching people but measuring food cost variance —the gap between theoretical recipe cost and

actual count cost— and closing it with process.

How often should | count inventory?

The traditional method counts monthly and finds the leak in the P&L; the MR architecture counts weekly on high-
value categories (protein, liquor) with daily spot-checks. Frequency is what turns shrinkage into a manageable

variable before it accumulates.

How does Al help control shrinkage?

Al generates an alert shortlist that flags deviations by SKU in near-real time, before a month of losses builds up.

It doesn't replace counts or standardization: it amplifies them, making detection proactive instead of reactive.

DATA & SOURCES

Sector data 2026 (official sources)

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

market research) - not competitors.

Metric

Cierres de restaurantes en
Colombia

Empleo del sector gastrondémico
en Colombia

Alza de precios en restaurantes de

Colombia

Inflacién de comida fuera de casa
en EE. UU.

Precios de alimentos en EE. UU.

Precio minorista del huevo en EE.
Uu.

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

Benchmark 2026

1.600 restaurantes cerrados (ago 2023-
2024)

420.000 empleos directos y 1 millén
indirectos (2024)

+9,8% en platos y productos (feb 2025)

+3,8% en 2025 (vs media histérica
3,5%)

+2,3% en 2024

+8,5% en 2024 (+21,9% en 2025)

Source

Acodrés 2025

Acodrés 2025

Acodrés 2025

USDA Economic Research
Service 2025

USDA Economic Research
Service 2024

USDA Economic Research
Service 2024-2025
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