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QUICK VERDICT

The second location is not your product: your product is the system that makes it
profitable. If you can't describe your prime cost, your theoretical-vs-actual cost and your
break-even on a replicable sheet, you're not expanding a restaurant, you're cloning chaos.
With sector net margins at 3%—9% (Statista) and labor topping 25% of expenses (Toast,
2024), every new location opened on a weak system multiplies capital leakage instead of
EBITDA. Expansion that holds quality is built by codifying the operation —recipes,
costing, menu decisions— into a transferable asset before you sign the second lease.

®* Executive Brief Strategic brief - CEOs, boards & investors - 12 minread -2026-07-08

INTELLECTUAL PROPERTY OF MASTERESTAURANT® — EXCLUSIVE FOR SECTOR LEADERS

This executive brief is for the owner who already has a location that works and feels the pull —or an investor's
pressure— to open the second. The right question is not 'where' but 'what am | replicating'.

www.masterestaurant.com - Executive Brief - The System as Product: the only way to expand without losing quality Page 1 of 10


https://costorestaurante.com/autor-diego-f-parra-en.html

The thesis is uncomfortable: most expansions fail not from a bad site but because the system that made the first
location profitable lived in the owner's head, not in a transferable asset.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

Target prime cost (food +

labor)

Labor / sales (full-service)

Theoretical vs actual cost

Net margin per new location

Group EBITDA as you scale

Exit multiple

Menu engineering

EXPAND THE LOCATION
(CLONE THE OPERATION)

X Discovered site by site; drifts
uncontrolled

X 36.5% sector average (NRA,
2024 data)

X No measured gap; waste
shows at month-end close

X  3%-9% sector, high variance
(Statista)

X Diluted: each site drains owner
attention

X 2.80x-3.65x EBITDA with
owner-dependency discount (Sofer)

X  Chef's intuition; changes in
every kitchen

EXPAND THE SYSTEM (REPLICABLE
PRODUCT)

v Codified and audited: <60% target
locked at each opening

v 34.2% of profitable operators (NRA,
2024 data)

v Gap audited weekly per location; real-
time alert

v Tight and predictable: the system
compresses variance

v 12%-30% sustainable (WhippleWood
CPAs, 2026) without the owner present

v Premium for transferable system and
proven unit economics

v" Margin-popularity matrix replicated per
location

1. What are you actually replicating when you open the second location?

You are replicating a system, not a location: if you cannot describe your prime cost, your theoretical
versus actual cost, and your break-even point on a sheet someone else can execute, you are not ex-
panding, you are cloning chaos.

| have seen it in dozens of operations: the first restaurant was profitable because the owner's judgment correct-
ed variance by hand every day. That judgment is not transferable; the transferable asset is the system. The sec-
tor runs on net margins of 3% to 9% —full-service 3% to 5% per Statista—, a cushion so thin that a second loca-
tion without a system does not dilute the error, it multiplies it. The right question is not where to open but what to
codify before opening. Diego F. Parra repeats it in every board meeting: first the profitability manual, then the
keys to the space. Cloning replicates operational variance; scaling the system compresses it, and that difference
decides whether the second location adds or subtracts EBITDA.

2. Cloning the location multiplies the leak; scaling the system multiplies EBITDA

A restaurant's typical EBITDA margin runs from 12% to 30% of sales per WhippleWood CPAs (Restaurant
Financial Benchmarks 2026), while publicly traded chains hold an after-tax operating margin of 12% to 13%
(same source). That upper band is not scale magic: it is a system that standardizes theoretical cost and chases
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variance location by location. When you clone without a system, each opening drags the first location's leak and
adds its own. When you scale the system, each opening inherits proven discipline. Masterestaurant measures it
this way: the second location must open with the target prime cost written down, not discover it while bleeding
cash for six months. The owner running between two kitchens is proof that the system lives in his head, not on a
replicable sheet, and that caps expansion at two locations. Labor already accounts for more than 25% of ex-
penses in 2024, up from 23% in 2021 per Toast (Restaurant Dive), and 98% of operators reported their labor
costs rose in 2024 per the National Restaurant Association.

3. The owner in two kitchens at once is the symptom, not the solution

Under that pressure, you cannot pay for your judgment with your own hours: you have to codify it. Profitable op-
erators hold labor at 34.2% of sales versus the 36.5% average (full-service, 2024, National Restaurant
Association). Those 2.3 points do not come from working more, they come from a system any manager exe-
cutes. Diego F. Parra's judgment on a sheet performs in both locations; his judgment in his head only performs
where he is standing. Prime cost —food cost plus labor— is the one figure that must be written down and con-
trolled before you replicate, because that is where margin is won or lost. With food cost per dish capped at 32%
and profitable labor at 34.2% of sales per the National Restaurant Association, the target prime cost stays below
two-thirds of sales; the rest pays rent, utilities, and the 3% to 9% net margin Statista reports.

4. The written prime cost is the sheet that makes profitability replicable

In 2024, 90% of full-service operators raised prices and 60% cut items from the menu per the National
Restaurant Association: reactions from those who do not control theoretical cost. The system does the opposite:
it sets the theoretical cost per dish, measures the actual cost every week, and attacks the variance. That sheet,
not the location, is what Masterestaurant considers the real exportable product. Theoretical versus actual cost is
the dashboard that turns expansion into a measurable decision instead of a hunch. Theoretical cost is what a
dish should cost by standardized recipe; actual is what it truly cost. The gap between them is waste, theft, or un-
controlled portions, and on a net margin of 3% to 9% per Statista, two or three points of variance erase the en-
tire profit. That is why the sale multiple matters: an independent single-location restaurant is worth 1.5x to 3x
SDE, while a systematized fast-casual concept reaches 4x to 7x EBITDA per Sofer Advisors.

5. Without theoretical versus actual cost, every opening is a blind bet

The difference between those multiples is exactly the system. Diego F. Parra puts it plainly: the buyer does not
pay for your second location, he pays for the certainty that the third will be just as profitable. The break-even
point per location must be calculated before signing the lease, not discovered in the third month of losses. It is
the sales level that covers fixed costs —rent, utilities, base labor— which are never charged to the dish. If you
do not have it on a sheet the manager can read, you do not know how many daily covers the new location
needs to survive. With the sector's pre-tax operating margins averaging 10.66% per NYU Stern (Damodaran,
2024) and off-premise operations already moving close to 75% of traffic per Circana, break-even shifts by
format and by market. The Masterestaurant system forces you to model that break-even location by location
before opening.

6. The replicable break-even point defines whether the second location breathes

Cloning the first assumes the second will have the same traffic; scaling the system calculates its own and ad-
justs the cost structure to that reality. You are ready when your first location runs profitably with the owner ab-
sent for a full week and the numbers do not move. That is the hard test, not a record sales month. If food cost
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spikes and labor unravels the moment you leave, the system still lives in your head. With 98% of operators re-
porting higher labor costs in 2024 per the National Restaurant Association and net margins of 3% to 9% per
Statista, there is no room to expand a business that depends on your physical presence. Diego F. Parra's diag-
nosis is simple: before hunting for a space, document target prime cost, theoretical cost per dish, and break-
even on a single sheet. If a manager can read it and execute it, you have a product.

7. How do you know you are ready for the second location?
If only you understand it, you have a job in an apron, not a system to scale. Cloning the location repli-

cates operational variance; scaling the system compresses it.

The first approach multiplies capital leakage with every opening; the second multiplies EBITDA. One demands
the owner be in two kitchens at once; the other codifies their judgment into a sheet any manager can execute.

POINT BY POINT

A/B analysis: clone the location vs scale the system

WHAT GETS REPLICATED

A - EXPAND THE LOCATION (CLONE THE B - MASTERESTAURANT The System:
OPERATION)

recipes, costing, decision architecture
The physical location and the owner's

presence

Verdict: Scale the system: it's the only asset that holds quality without the owner in the kitchen.

PRIME COST CONTROL

A - EXPAND THE LOCATION (CLONE THE B - MASTERESTAURANT Codified and
OPERATION)

audited weekly at every opening
Discovered at month-end close, site by

site

Verdict: The system wins: it compresses the variance that sinks the sector's 3%—9% margins
(Statista).

www.masterestaurant.com - Executive Brief - The System as Product: the only way to expand without losing quality Page 4 of 10



EFFECT ON GROUP EBITDA

A - EXPAND THE LOCATION (CLONE THE B - MASTERESTAURANT Compounded:

OPERATION)
12%—-30% sustainable (WhippleWood,

Diluted with every location that drains 2026)

attention

Verdict: Only the system turns more locations into more EBITDA, not more chaos.

EXIT VALUE

A - EXPAND THE LOCATION (CLONE THE B - MASTERESTAURANT Premium for
OPERATION)
transferable unit economics
Discount for owner dependency

Verdict: A transferable system moves the multiple above the 2.80x—3.65x EBITDA average
(Sofer).

SIDE-BY-SIDE COMPARISON

Expand the LOCATION THE MISTAKE | SEE AGAIN AND AGAIN

X The system lives in the head of the owner and founding chef
X Costing is rebuilt from scratch in every new kitchen

X Quality depends on the owner's physical presence

X One location's cash flow subsidizes the other's stumbles

X At sale, the buyer discounts for 'key-person risk'

www.masterestaurant.com - Executive Brief - The System as Product: the only way to expand without losing quality

Page 5 of 10



Expand the SYSTEM

MASTERESTAURANT

v"  Recipes, costing and menu decisions codified as an asset

v" Prime cost and break-even replicable location by location

v Quality guaranteed by decision architecture, not surveillance

v" Every location is born with proven unit economics on day one

v" The group is valued with a premium for a transferable system

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

Target prime cost (food +

labor)

Labor / sales (full-service)

Theoretical vs actual cost

Net margin per new location

Group EBITDA as you scale

Exit multiple

Menu engineering

THE NUMBERS THAT MATTER
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EXPAND THE LOCATION
(CLONE THE OPERATION)

X Discovered site by site; drifts
uncontrolled

X 36.5% sector average (NRA,
2024 data)

X No measured gap; waste
shows at month-end close

X  3%-9% sector, high variance
(Statista)

X Diluted: each site drains owner

attention

X 2.80x-3.65x EBITDA with
owner-dependency discount (Sofer)

X  Chef's intuition; changes in
every kitchen

EXPAND THE SYSTEM (REPLICABLE
PRODUCT)

v Codified and audited: <60% target
locked at each opening

v 34.2% of profitable operators (NRA,
2024 data)

v Gap audited weekly per location; real-
time alert

v Tight and predictable: the system
compresses variance

v 12%-30% sustainable (WhippleWood
CPAs, 2026) without the owner present

v" Premium for transferable system and
proven unit economics

v" Margin-popularity matrix replicated per
location
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Sector scorecard (2026)

30 %

Ceiling of sustainable EBITDA margin for a well-
systematized restaurant (range 12%-30%)

9 %

Typical sector net-margin ceiling
(range 3%—9%; full-service 3%—-5%)

36.5 %

Labor/sales of the average full-service
operator vs 34.2% of the profitable one

25 %

Labor's share of restaurant expenses
in 2024 (up from 23% in 2021)

90 %

Full-service operators who raised
prices in 2024; 60% cut menu items

3.65x

Average EBITDA multiple on a
restaurant sale (range 2.80x—3.65x)

VISUALIZATION

The numbers, visualized

www.masterestaurant.com - Executive Brief - The System as Product: the only way to expand without losing quality Page 7 of 10



Ceiling of sustainable EBITDA margin for a well-systematized restaurant (range 12%-30%)

Typical sector net-margin ceiling (range 3%—-9%; full-service 3%—-5%)

Labor/sales of the average full-service operator vs 34.2% of the profitable one

Labor's share of restaurant expenses in 2024 (up from 23% in 2021)

Full-service operators who raised prices in 2024; 60% cut menu items

Average EBITDA multiple on a restaurant sale (range 2.80x—3.65x)

Sources: WhippleWood CPAs — Restaurant Financial Benchmarks 2026 - Statistics Canada (Statista) 2024 -
National Restaurant Association — Restaurant Operations Data Abstract 2025 (2024 data) - Toast / Restaurant Dive
2024 - National Restaurant Association 2024

Chart by masterestaurant.com

REAL CASE

“The mistake | see again and again: the owner opens the second location thinking they're replicating a
recipe, when they were actually replicating their own presence in the kitchen. The day you can't be in both
places at once, the quality of the one you left alone drops. The only defense is to have turned your
Jjudgment —prime cost, theoretical vs actual cost, the menu-engineering matrix— into a system a manager
runs without you. When that system is the product, the second location is born profitable; when the product
is you, the second location consumes you.”

— Diego F. Parra, restaurant consultant at Masterestaurant

HOW TO APPLY IT IN YOUR RESTAURANT
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Strategic roadmap: turning the operation into a product

@ Phase 1 — Codify the system (0-90 days)
Deliverable: the 'system product' documented. Extract the owner's judgment into a transferable
asset: recipes with unit costing, target prime cost, theoretical cost per dish and the menu-
engineering matrix. Success metric: the gap between theoretical and actual cost measured and
below 3% at the mother location, with food cost per dish <32% where it applies. Without this

asset there is nothing to replicate.

@ Phase 2 — Lock the unit economics (90-180 days)
Deliverable: a managerial P&L per location with break-even, contribution margin per dish and
prime cost audited weekly. Success metric: labor/sales moving toward the profitable operator's
34.2% (NRA, 2024 data) rather than the 36.5% average; the mother location's cash flow positive
and autonomous before any CapEx goes into the second.

@ Phase 3 — Replicate with a guardian (180-360 days)
Deliverable: the second location opened by executing the system, not improvising. Success
metric: the new site reaches its modeled break-even on schedule and its EBITDA lands in the
12%—-30% range (WhippleWood CPAs, 2026) without the owner present daily. Quality is held by
decision architecture, not surveillance.

FAQ

Decision-maker questions (answer-first)

What's the sign that I'm NOT ready for the second location?

The sign is that you can't describe your prime cost, your theoretical-vs-actual cost and your break-even on a
sheet a manager runs without you. If the system lives in your head, with sector net margins at 3%—9% (Statista)
the second location multiplies your capital leakage, not your EBITDA.

What does it cost to expand on a weak system?

It costs variance. Labor already tops 25% of expenses (Toast, 2024) and the average operator runs at 36.5%
labor/sales versus the profitable one's 34.2% (NRA, 2024 data). Without a system, each new location drifts
toward the average or worse, and the group dilutes EBITDA instead of compounding it.

Does scaling the system improve the group's exit value?

Yes, directly. The average sale multiple is around 2.80x—3.65x EBITDA (Sofer Advisors), but a buyer discounts
when the operation depends on the owner. A transferable system with proven per-location unit economics earns
a premium: it cuts key-person risk and makes operational due diligence clean.
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What exactly is 'the system as product'?

It's treating the operation —recipes, costing, menu engineering, decision architecture— as the asset you
replicate, not the physical location. With 90% of operators raising prices in 2024 (NRA), margin is defended with
a system, not improvisation. The product that scales is the codified judgment, not the second dining room.

DATA & SOURCES

Sector data 2026 (official sources)

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

market research) - not competitors.

Metric

Inflacion de precios de comida

fuera de casa

Promedio histérico de inflacion de
comida fuera de casa

Tasa de cierre de restaurantes en

el primer afio

Restaurantes nuevos que cierran
o0 cambian de duefio

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

Comisién promedio de tarjeta por
venta

Benchmark 2026

+3,6% en 2024

3,5% por aio

Aproximadamente 14-17% (datos

gubernamentales)

~26% en el primer aino; ~60% en
tres afos

Cerca de $187 mil millones al afio

2,35% por transaccion

Source

U.S. Bureau of Labor Statistics (CPI)
2024

USDA Economic Research Service

U.S. Bureau of Labor Statistics / UC
Berkeley (via Washington Post)

Cornell University (estudio de
supervivencia)

National Restaurant Association

Texas Restaurant Association 2025

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