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QUICK VERDICT

Verdict: the annual budget is not an optimistic sales forecast taped to a spreadsheet; it is
the control system that turns every sales dollar into defensible margin. The mistake that
drains margin is not overspending one month: it is failing to measure the variance
between theoretical and actual cost week by week, so the leak surfaces in the year-end
statement once it is already 3-4 EBITDA points gone. With a median pre-tax profit of just
2.8% in full service (National Restaurant Association, 2024 data), a restaurant that lets a
food cost variance of 3% of sales run doubles or erases its profit. The Masterestaurant
method protects the budget on three axes: target prime cost, dynamic break-even, and
input stress-scenario simulation.
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This white paper is aimed at the owner-operator and the multi-unit operations CFO who builds or reviews the

annual budget and needs to turn it into a risk-mitigation instrument, not an accounting formality. It starts from a
hard macroeconomic reality: the U.S. producer price index for all food closed 35% above the February 2020
level (USDA ERS / BLS, 2026), and arabica rose +70% during 2024 (Bellwether Coffee). In that environment,
budgeting with last year's figures is planning a loss.

The thesis is that the restaurant's structural vulnerability lies not in its average check or concept, but in the

absence of a theoretical-vs-actual cost control loop. The document develops the Masterestaurant protected-

budget framework across six chapters: macro context, the failure of the traditional approach, the methodology

and its formulas, the solution architecture, the benchmark with stress-scenario simulation (5%, 12%, and 20%

input inflation), and the 90-day roadmap with board-level KPlIs.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

Cost projection base

Control frequency

Target prime cost

Break-even

Stress scenarios

Reaction to deviation

TRADITIONAL BUDGET
(STATIC FORECAST)

X Prior-year figures +5%
flat

X Annual, against
December's statement

X Not set; discovered
after the fact

X Afixed number
estimated at year start

X None; a single base
case

X Panic menu price hikes
at year end

PROTECTED BUDGET
(MASTERESTAURANT METHOD)

v Theoretical recipe cost + input-family inflation
curve (food PPI +35% vs 2020, USDA/BLS 2026)

v Weekly actual-vs-theoretical variance, alert
threshold 1.5% of sales

v Explicit 55-60% of sales target (food cost
<32% + labor), measured each period

v Dynamic break-even recalculated on every
input or rent increase

v'  Three scenarios: 5% / 12% / 20% input
inflation with a contingency plan per tier

v" Menu engineering and purchasing
renegotiation triggered at threshold breach

Chapter 1 — What is a truly hardened annual budget?

An annual budget is not an optimistic sales forecast taped to a spreadsheet: it is the control system that
turns every dollar of sales into defensible margin.

The mistake | see again and again is not overspending one month, but failing to measure the variance between
theoretical cost and actual cost until it is too late. In an environment where the U.S. producer price index for all
food closed 35% above the February 2020 level (USDA ERS / BLS, 2026), budgeting with last year's numbers is
planning a loss. Pre-tax profit in full service barely reached 2.8% of sales at the 2024 median (National
Restaurant Association, 2025); with that cushion, an uncorrected cost leak eats the whole year. A hardened bud-
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get turns that fragile margin into a target defended week by week, not an annual wish scribbled once and forgot-
ten by March. The traditional budget fails because it projects total cost as a single line and never looks at it
again until year-end close.

Chapter 2 — Why does the traditional budget fail?

That blindness is expensive: with no feedback loop, you fix a $1,200 leak in April or you discover a
$28,000 one in December, and it is almost always the latter.

The block approach hides real risk because each input family moves at its own pace. Arabica coffee rose +70%
during 2024 (Bellwether Coffee) while paper goods barely moved; averaging them into one figure erases the sig-
nal exactly where you needed to act. Add a combined 50% U.S. tariff on Brazilian coffee imports in 2025 (Bell-
wether Coffee). The traditional budget has no plan B and no triggers: it sets menu prices once and waits. At
Masterestaurant we call that managing by rear-view mirror. Variance is measured by comparing the theoretical
cost of each dish —what it should cost per the standardized recipe— against the actual cost of inventory con-
sumed, every week and by input family. Diego F.

Chapter 3 — How is theoretical vs. actual cost variance measured?

Parra insists on a cash-register principle: what you don't measure weekly, you can't defend.

With a theoretical food cost ceiling of 32% per dish as the maximum (never the recommendation), a three-point
deviation on a high-volume location drains thousands of dollars a month before it ever surfaces in the income
statement. Waste is not marginal: foodservice food surplus was worth $157 billion in 2024, equal to 14% of sales
(ReFED, 2024). Hardened budgeting means fixing the theoretical number, measuring the actual one every sev-
en days, and turning each point of variance into a concrete action: retrain portions, renegotiate with the supplier,
or redesign the dish, not merely log the drift. Margin is protected with menu engineering and a dynamic break-
even point, not by raising everything 8% at once. The lever is not flat pricing: it is redesigning the mix so high-
margin dishes push the check while low-margin ones are reworked or cut.

Chapter 4 — How is margin protected without punishing the average check?

In fast casual the check already runs between $11 and $16 per person in the U.S. in 2025 (One Haus,
2025), so there is room to reassign value without scaring the guest.

Food and labor cost for the average restaurant each rose +35% over five years (National Restaurant
Association), pressure no uniform hike absorbs without bleeding volume. The hardened budget uses the menu-
engineering matrix to know which dish can take a price adjustment, which needs a lower food cost, and which
subsidizes margin. That surgical reassignment defends EBITDA without touching the perception of value. A
hardened budget must simulate at least three input-inflation scenarios —5%, 12% and 20%— and carry a price
and mix trigger for each one before it happens. Simulating is not guessing: it is deciding in advance which lever
fires at each level of shock. The macro demands it: the U.S. final-demand producer price index rose +3.0% in
2025 after +3.5% in 2024 (U.S.
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Chapter 5 — Which stress scenarios must the budget simulate?

BLS, 2025), and in Colombia menu dishes rose +9.8% in February 2025 (Acodrés, 2025). With limited-
service profit at 4.0% of sales (National Restaurant Association, 2025), a 12% scenario with no pre-
programmed plan wipes out the year.

Regional variation in the SBA loan default rate for restaurants reaches 8.7 percentage points (Crestmont
Capital, 2026): the restaurant that doesn't stress-test is the one that lands on the wrong side of that statistic. The
budget is taken to the board as a dashboard of risk and margin KPIs, not as an accounting file nobody opens.
The board does not want the detail of every purchase: it wants to see weekly food cost variance, prime cost,
break-even, and the active stress scenario, all in the language of EBITDA and risk. The sector's scale justifies
the rigor: =US$1.55 trillion in U.S. sales are projected for 2026 despite cost pressure (National Restaurant
Association, SOI 2026), and in Mexico the industry is worth 300 billion pesos (CANIRAC, 2024).

Chapter 6 — How is the budget taken to the board?

A 90-day roadmap built on these KPIs turns the budget into an instrument of corporate governance.

At Masterestaurant we anchor that dashboard to the weekly control framework and the ecosystem tool, so the
owner-operator and the multi-unit operations CFO decide with data, not with hunches. A well-built budget pro-
tects the capital lost in invisible decisions: the leak nobody sees until close. Opening a QSR or food truck costs
less than $150,000 in the U.S. (Square, 2024), but keeping that capital profitable depends on control, not on the
opening. The sector carries real weight —15.3% of Mexico's tourism GDP (SECTUR / CANIRAC) and 3.6% of
Brazil's GDP through bars and restaurants (ABRASEL, 2024)— and in Canada food service sales reached CAD
96.5 billion in 2024, +4.0% versus 2023 (Statistics Canada, 2024). That growth does not guarantee margin: the
control cycle does.

Chapter 7 — How much capital does a well-built budget protect?

The hardened budget is not paperwork; it is the difference between operating an asset that compounds
value and running a machine that bills a lot and retains little.

That is the practical close: set the number, measure it weekly, pull the lever. The traditional budget is a forecast;
the protected one is a control system with a weekly feedback loop. That frequency is the difference between fix-
ing a $1,200 leak in April and discovering a $28,000 one in December. The traditional one projects total cost as
a single line; the protected one breaks inflation out by input family, because coffee (+70% in 2024, Bellwether
Coffee) and protein do not move at the same pace as paper goods. Budgeting in one block hides the real risk.
The traditional one sets menu prices once and waits; the protected one uses menu engineering and dynamic
break-even to reallocate margin without punishing the average check.

Chapter 8 — The differences that decide the margin

The lever is not raising everything 8%, it's redesigning the mix. The traditional one has no plan B; the protected
one carries three pre-calculated stress scenarios, so faced with a 50% tariff on Brazilian coffee (Bellwether
Coffee, 2025) the response is already written, not improvised.

POINT BY POINT
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A/B analysis: traditional vs. protected budget

COST PROJECTION BASE

A - TRADITIONAL BUDGET (STATIC B - MASTERESTAURANT Theoretical
FORECAST)

recipe cost + per-family inflation curve
Prior-year figures +5% flat

Verdict: B: budgeting in one block with food PPI 35% above 2020 (USDA/BLS 2026) hides which
family spiked.

CONTROL FREQUENCY

A - TRADITIONAL BUDGET (STATIC B - MASTERESTAURANT Weekly variance
FORECAST)

with 1.5%-of-sales threshold
Annual, against the statement

Verdict: B: the annual review finds the leak once it's already erased half a median 2.8% profit
(NRA, 2024).

INFLATION HANDLING

A - TRADITIONAL BUDGET (STATIC B - MASTERESTAURANT Three stress
FORECAST)

scenarios (5% / 12% / 20%)
A flat +5% for everything

Verdict: B: coffee +70% in 2024 (Bellwether Coffee) proves a single number doesn't capture real
input risk.
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CORRECTION LEVER

A - TRADITIONAL BUDGET (STATIC B - MASTERESTAURANT Menu
FORECAST)

engineering + dynamic break-even

Raise menu prices at year end

Verdict: B: panic price hikes erode the check; redesigning the mix protects margin and value
perception.

SIDE-BY-SIDE COMPARISON

Traditional budget (static forecast) THE MARGIN DRAINER

X

X

Projects optimistic sales and costs at a flat +5% without breaking out by input family

Reviewed against the statement once a year, when the leak is already structural

Sets no target prime cost and measures no theoretical-vs-actual variance

A single base case; no input-inflation stress simulation

Reacts with panic price hikes, eroding the check and the value perception

Protected budget (Masterestaurant method) MASTERESTAURANT

v

v

Starts from theoretical recipe cost and models inflation per input family (protein, coffee, oils)

Weekly variance control with a 1.5%-of-sales alert threshold

Explicit target prime cost (55-60%) with food cost <32% per dish

Three stress scenarios (5% / 12% / 20%) with a contingency plan per tier

Triggers menu engineering and purchasing renegotiation before any panic price hike

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

TRADITIONAL BUDGET
(STATIC FORECAST)

Cost projection base X  Prior-year figures +5%

flat

Control frequency X Annual, against

December's statement

Target prime cost X Not set; discovered

after the fact

X Afixed number
estimated at year start

Break-even

Stress scenarios X None; a single base

case

Reaction to deviation X Panic menu price hikes

at year end

THE NUMBERS THAT MATTER

The numbers that frame the 2026 budget

28 %

Pre-tax profit, full service (median, 2024 data)

4.0 %

Pre-tax profit, limited service (median, 2024 data)

35 %

All-food PPI (U.S.) above the
Feb 2020 level (May 2026)

70 %

Arabica coffee price rise during 2024

3.0 %

Producer Price Index, U.S. final
demand (2025, after +3.5% in 2024)
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PROTECTED BUDGET
(MASTERESTAURANT METHOD)

v" Theoretical recipe cost + input-family inflation
curve (food PPI +35% vs 2020, USDA/BLS 2026)

v Weekly actual-vs-theoretical variance, alert
threshold 1.5% of sales

v' Explicit 55-60% of sales target (food cost
<32% + labor), measured each period

v"  Dynamic break-even recalculated on every
input or rent increase

v Three scenarios: 5% / 12% / 20% input
inflation with a contingency plan per tier

v" Menu engineering and purchasing
renegotiation triggered at threshold breach
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197

B USD

Foodservice food surplus in 2024 (=14% of sales)

VISUALIZATION

The numbers, visualized

Pre-tax profit, full service (median, 2024 data)

Pre-tax profit, limited service (median, 2024 data)

All-food PPI (U.S.) above the Feb 2020 level (May 2026)

Arabica coffee price rise during 2024

Producer Price Index, U.S. final demand (2025, after +3.5% in 2024)

Foodservice food surplus in 2024 (=14% of sales)

B USD

Sources: National Restaurant Association — Restaurant Operations Data Abstract 2025 - USDA ERS / BLS 2026 -
Bellwether Coffee — Coffee Price Surge - U.S. BLS — Producer Price Index 2025 M12 - ReFED 2024

Chart by masterestaurant.com

REAL CASE

“I walked into a full service that billed well and lost money. The owner swore his food cost was at 30%.
When we measured theoretical vs actual cost, the variance was 3.4 points of sales: pilferage,
overportioning, and un-costed purchasing. With a median 2.8% profit in his segment, that variance erased
more than half his year's profit. He didn't need to raise prices; he needed a budget with weekly control. In
90 days he recovered 2.6 prime cost points without touching the menu.”

— Diego F. Parra, Masterestaurant

HOW TO APPLY IT IN YOUR RESTAURANT
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How to protect your budget in 90 days

®

@

®

FAQ

Ch.1 — Set theoretical recipe cost before projecting anything

Don't budget sales without first costing every dish to a standardized recipe. Theoretical cost is
the anchor: without it, variance is incalculable and the budget is fiction. Cost with current
purchase prices, not last year's, given food PPl 35% above 2020 (USDA/BLS 2026).

Ch.2 — Model inflation per input family, not in one block

Separate protein, coffee, dairy, oils, and dry goods. Coffee rose +70% in 2024 (Bellwether
Coffee) while other families barely moved. A flat +5% hides that a critical family spiked 40%.
Budget each family with its own curve.

Ch.3 — Set target prime cost and dynamic break-even

Fix prime cost at 55-60% of sales (food cost <32% + labor) as an explicit target and recalculate
break-even on every rent or input increase. Break-even is not a January number; it's a live
dashboard telling you how many tables you need today.

Ch.4 — Install weekly variance control with an alert threshold

Measure actual vs theoretical cost each week. Alert threshold: 1.5% of sales. On a breach, run
the protocol: review portions, waste, pilferage, and un-costed purchasing before thinking about
raising prices. Weekly frequency turns a $28,000 annual leak into a $1,200 correction.

Frequently asked questions about the annual restaurant budget

How often should | review my annual budget?

The budget is built once a year but controlled every week by measuring the variance between theoretical and

actual cost. With median margins of 2.8% in full service (NRA, 2024 data), an annual review discovers the leak

once it's already 3-4 unrecoverable EBITDA points gone.

What target prime cost should my restaurant have in 2026?

The reasonable target is 55-60% of sales: food cost <32% per dish plus labor. With food PPl 35% above the
2020 level (USDA/BLS 2026), defending that range requires menu engineering and purchasing renegotiation,

not just price hikes.
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How do | budget with input inflation this high?

Break inflation out by input family, not in one block. Coffee rose +70% in 2024 (Bellwether Coffee) while other
families barely moved. Model three stress scenarios (5%, 12%, 20%) with a contingency plan per tier before
it happens.

Is raising prices the answer when margin tightens?

It's the last lever, not the first. First review food cost variance, portions, waste, and menu mix. Many restaurants
carry 2-3 points of internal leakage; fixing them recovers more margin than a price hike that punishes the
average check.

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

15%—-30% (tarifa estandar del Rezku — Third-Party

Comisién de DoorDash por pedido a restaurantes )
marketplace 30%) Delivery Fees 2026

Rezku — Third-Party

Comision de Uber Eats por pedido a restaurantes 15%—-30% (estandar 30%) .

Delivery Fees 2026

L . Rezku — Third-Party

Comisién de Grubhub por pedido a restaurantes 15%—25% )

Delivery Fees 2026
Costo efectivo total del delivery de terceros (con . OPA! — True Cost of Third-

. 30%-40% del total del pedido .

tarifas, promos y reembolsos) Party Delivery 2026
Prondstico de inflacion de comida fuera de casa en +3.6% USDA ERS — Food Price
EE. UU. para 2026 m Outlook (junio 2026)
Prondstico de inflacion de comida en el hogar +2.8% USDA ERS — Food Price
(supermercado) en EE. UU. para 2026 o Outlook (junio 2026)

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