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QUICK VERDICT

Verdict: the inventory control most restaurants think they have —counting on Friday and
comparing to the invoice— is NOT control; it's a rear-view mirror. Real control measures
the variance between the theoretical and actual cost of each dish and closes it to under
1.5% of sales. With a full-service median food cost of 32.0% of sales (National Restaurant
Association, 2025), a silent 3-5 point leak from poor control eats the entire contribution
margin of the portfolio. The lever isn't counting faster: it's closing the theoretical-actual
gap with a data architecture.

* White Paper Technical document - C-Suite & multilateral banking - 13 minread - 2026-07-09

INTELLECTUAL PROPERTY OF MASTERESTAURANT® — EXCLUSIVE FOR SECTOR LEADERS

This white paper speaks directly to the owner, the CFO and the operations director of a restaurant or group that
already brings in solid revenue and still can't find the margin in the bank account. It isn't a stockroom counting
manual: it tackles the variable that drains profitability without making noise, the gap between what your recipes
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should cost and what they actually cost. That gap is where the margin you think is gone actually hides.

The sector runs on a median food cost of 32.0% in full service (National Restaurant Association, 2025), while
food away from home got 3.8% more expensive in 2025 (USDA Economic Research Service, 2025). Every point
of uncontrolled variance evaporates straight out of EBITDA in that environment. Diego F. Parra and the
Masterestaurant team don't treat inventory as a stockroom chore: they treat it as the nervous system of prime
cost, the variable connecting the kitchen, purchasing and the register.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

APPARENT CONTROL REAL CONTROL (VARIANCE)
(MYTH)
Measurement frequency X  Weekly manual count v Daily theoretical vs weekly actual
Metric watched X  Stockroom value ($) v Food cost variance (% of sales)
Variance target X Not measured (0 visibility) v £1.5% of sales
Full-service median food cost X 32.0% undisaggregated v 32.0% broken down by dish (NRA,
2025)
EBITDA impact X 3-5 pts of invisible leak v"  Leak recovered to margin
Leak source X Unknown ('it just goes') v Portion, theft, waste or recipe
Decision enabled X None (late data) v" Menu engineering & renegotiation

Chapter 1 — What does inventory control in a restaurant really mean?

Measuring the variance between each dish's theoretical cost and its actual cost —not counting cases on
Friday— is what inventory control actually means.

Counting answers how much is left on the shelf; variance answers how much you should have spent, and that
gap is where margin leaks out. With a median food cost of 32.0% in full service (National Restaurant
Association, 2025), three points of uncontrolled variance means giving away nearly 10% of monthly food spend.
Diego F. Parra and Masterestaurant treat inventory as the nervous system of prime cost, not a stockroom er-
rand: the variable connecting kitchen, purchasing and the register gets lost the moment it's only checked once a
week, while waste, over-portioning and theft take their cut every single day. A rearview mirror doesn't explain
why the car crashed, it only shows what's already behind; the weekly count does the same thing to food cost.

Chapter 2 — Why the weekly count is a rearview mirror

It tells you what's left on the shelf, not why a 30% theoretical cost landed at 34% at the register. That four-point
gap, on a full-service median food cost of 32.0% (National Restaurant Association, 2025), shows up in no count
sheet: it shows up in the EBITDA that never arrives. Over-portioning, waste, poor cut yield and shrinkage make
up variance, and none of the four shows up if you only count sealed cases. Running a restaurant without recon-
ciling recipes against sales is operating blind on the single largest variable cost in the business. Roughly 82% of
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small-business closures link back to poor cash management (U.S. Bank study, via Inc.): controlling inventory
isn't bookkeeping hygiene, it's survival measured in weeks, not quarters. Subtract actual cost from theoretical
cost and divide by sales: that number, not raw food cost, is the invisible tax that most quietly drains a restau-
rant's profitability.

Chapter 3 — Theoretical-to-actual variance: the invisible tax on your margin

Theoretical cost is the sum of recipes sold per the POS; actual cost is opening inventory plus purchases minus
closing inventory. The subtraction between them is your variance. Over a full-service median food cost of 32.0%
(National Restaurant Association, 2025), a tolerated variance of three points equals almost 10% of food spend
that disappears without a trace. Food-away-from-home inflation, 3.8% in 2025 (USDA Economic Research
Service, 2025), amplifies every point: what cost three points yesterday costs more today. The number that actu-
ally matters is variance, not the headline food cost: 32% with zero variance is a healthy business; 30% with six
points of leakage is one quietly falling apart. The small operator pays more for not controlling because it starts
from a worse cost base to begin with. It reports a 33.7% food cost against 31.0% for businesses at $2M or more
in sales (National Restaurant Association, 2025), a 2.7-point gap made of buying power, better supplier pricing
and control systems the small operator doesn't yet have.

Chapter 4 — Why does the small operator pay more for NOT controlling?

Without a data architecture, it absorbs the +3.8% inflation of 2025 (USDA Economic Research Service,
2025) with no defense at all. Here's a paradox | resolve with nearly every new client:

whoever has the thinnest margin usually measures variance the least, so the gap with the bigger players widens
every quarter instead of closing. Inventory control levels that field: it hands the single-unit operator the exact
cost discipline a group already gets for free from scale. 3.8% in 2025, above the historical average of 3.5%
(USDA Economic Research Service, 2025), on top of 4.1% the year before: that's how fast eating out got more
expensive, and every point of that rise turns an unclosed variance into EBITDA that never comes back. A restau-
rant tolerating three points of variance on a 32.0% food cost (National Restaurant Association, 2025) loses those
three points on inputs that cost more every year on top of it.

Chapter 5 — Inflation turns every point of variance into a lost point of EBITDA

Inventory is the one lever the operator fully owns; nobody controls inflation or the supplier's price sheet, but clos-
ing the theoretical-actual gap is entirely within reach. We frame it the way an economist would: in a market
where foodservice generated 12.5 million tons of surplus food in 2024 (ReFED, 2024), there's no spare margin
for waste, and controlled variance is the difference between holding on and shutting the doors. Recipes costed
to the gram, a POS that deducts every sale against that recipe, and counts that reconcile actuals against what
the system expected: those three connected layers close the theoretical-actual gap; miss one and control just
means counting the same blind spot more often. Here's where | got it wrong for years: | chased a lower food
cost when | should have chased a closed variance, the variable that actually moves EBITDA. The
Masterestaurant standard sets per-dish food cost at a 32% ceiling —never a target—, keeps payroll and rent off
the plate, and targets a variance under one point.
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Chapter 6 — The data architecture that closes the theoretical-to-actual gap

With clean data, inside the sector's optimal 28-35% range (National Restaurant Association, 2025), a business
catches within 48 hours whether a cut is yielding short; without that architecture, the same problem takes a full
quarter to surface on the P&L, margin already eaten away. 'How much do | have' and 'how much should | have
spent’ are different questions, and the weekly count only answers the first one: variance, where the leak actually
lives, stays off the radar. Three points of uncontrolled variance, on a full-service median food cost of 32.0% (Na-
tional Restaurant Association, 2025), means giving away nearly 10% of your entire food spend. Bring in under
$2M a year and your median food cost climbs to 33.7%, against 31.0% for operators at $2M or more (National
Restaurant Association, 2025): that's how much the small operator pays for not controlling. What cost three
points of variance yesterday costs more today, because food-away-from-home inflation —3.8% in 2025, per
USDA Economic Research Service— amplifies every uncontrolled point.

Chapter 7 — Why the myth costs so much

Counting more doesn't close anything; closing the theoretical-actual gap does, which is why Diego F. Parra and
Masterestaurant treat data architecture as profitability CapEx, never stockroom OpEXx.

POINT BY POINT

Myth vs reality, criterion by criterion

WHAT IT MEASURES

A - APPARENT CONTROL (MYTH) B - MASTERESTAURANT The gap between

Stockroom value at a point in time theoretical and actual cost

Verdict: Real control measures variance, not stock: stock doesn't tell you where the margin leaks.

DATA SPEED
A - APPARENT CONTROL (MYTH) Weekly B - MASTERESTAURANT Theoretical daily,
and late actual weekly

Verdict: Late data can't be corrected: by the time you see it, the margin is gone.
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LEAK ORIGIN

A - APPARENT CONTROL (MYTH) Unknown

theft or recipe

Verdict: Isolating the origin is what turns the number into action.

EBITDA IMPACT

Verdict: Variance control returns to EBITDA points that were already in the operation.

A - APPARENT CONTROL (MYTH) 3-5 pts of

invisible leak to margin

SIDE-BY-SIDE COMPARISON

The myth: 'l control my inventory' TRADITIONAL APPROACH

X

X

Counts the stockroom on Friday and compares it to the supplier invoice.

Measures stock VALUE, not variance against theoretical cost.

Doesn't know if the leak comes from portion, theft, waste or a miscalculated recipe.

The data arrives too late: by the time you see it, the margin is gone.

Confuses 'having numbers' with 'controlling cost'.
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The reality: control by variance

MASTERESTAURANT

v Calculates the theoretical cost of each dish from the standardized recipe.

v" Compares theoretical vs actual cost and expresses the gap as % of sales.

v Isolates the origin of each leak point and attacks it at the source.

v Turns inventory into fuel for menu engineering and purchasing renegotiation.

v" Closes variance to £1.5% and protects the portfolio's contribution margin.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

Measurement frequency
Metric watched
Variance target

Full-service median food cost

EBITDA impact
Leak source

Decision enabled

THE NUMBERS THAT MATTER

APPARENT CONTROL
(MYTH)

X  Weekly manual count

X  Stockroom value ($)

X Not measured (0 visibility)
X 32.0% undisaggregated
X 3-5 pts of invisible leak

X Unknown ('it just goes')

X None (late data)

The numbers that define the problem

32.0 %

full-service median food cost as % of sales (2024)

33.7

food cost for restaurants under
$2M vs 31.0% for $2M+ (2024)

REAL CONTROL (VARIANCE)

v Daily theoretical vs weekly actual
v Food cost variance (% of sales)
v <£1.5% of sales

v 32.0% broken down by dish (NRA,
2025)

v'  Leak recovered to margin
v Portion, theft, waste or recipe

v" Menu engineering & renegotiation
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38 %

U.S. food-away-from-home inflation
in 2025 (vs 3.5% historical average)

12.5m1

surplus food generated by foodservice in 2024

82 %

of small-business closures are
linked to poor cash management

324,

limited-service median food cost as % of sales (2024)

VISUALIZATION

The numbers, visualized

full-service median food cost as % of sales (2024)

G 52%

food cost for restaurants under $2M vs 31.0% for $2M+ (2024)

G 33.7%

U.S. food-away-from-home inflation in 2025 (vs 3.5% historical average)

& 3%

surplus food generated by foodservice in 2024

G 12.5M t

of small-business closures are linked to poor cash management

L JHQ

limited-service median food cost as % of sales (2024)

Gy 32.4%

Sources: National Restaurant Association, 2025 - USDA Economic Research Service, 2025 - ReFED, U.S. Food
Waste Report 2024 - Inc. / U.S. Bank study

Chart by masterestaurant.com
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REAL CASE

“I had perfect inventory on the spreadsheet and a 38% food cost. The problem was never counting: nobody
was measuring theoretical cost. We standardized 22 recipes, started comparing theoretical vs actual
weekly, and in 90 days variance dropped from 5.4 points to 1.3. Food cost fell to 31.5% without raising a
single menu price. It was margin that was already there, hidden in the waste.”

— Operations director of a 3-unit full-service group, supported by the Masterestaurant
framework

HOW TO APPLY IT IN YOUR RESTAURANT

How to close the variance in 90 days

@ Standardize recipes and calculate theoretical cost
Document each dish with exact gram weights and calculate its theoretical cost with current
purchase prices. Without a standardized recipe there is no 'theoretical cost', and without it there
is no variance to measure. Start with the 20 dishes that drive 80% of sales: that's where the

contribution margin lives.

@ Measure actual cost weekly and calculate variance
Apply Variance = (Actual Cost — Theoretical Cost) / Sales. Actual cost = opening inventory +
purchases — closing inventory. Compare it to the theoretical cost weighted by sales mix. A
variance above 1.5% of sales is an alarm: every point is EBITDA leaking out.

@ Isolate the origin of each leak point
Break variance into its four sources: over-portioning, waste, theft/shrinkage and mis-costed
recipes. Each has an owner and a distinct countermeasure. Attacking 'the leak' in the abstract
doesn't work: you need to know whether the problem is on the scale, in the trash or at the
register.

@ Install the improvement loop and renegotiate purchasing
Turn measurement into a weekly routine with an owner accountable per unit. Use the data for
menu engineering (push high-margin, low-cost dishes) and to renegotiate with suppliers from a
hard-data position. Controlled variance is your best purchasing argument.

FAQ
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Frequently asked questions

What's the difference between theoretical and actual cost?

Theoretical cost is what your dishes SHOULD cost according to your standardized recipes and purchase prices.
Actual cost is what you effectively spent (opening inventory + purchases - closing inventory). The difference, as
% of sales, is the variance: where the leak lives.

What food cost is acceptable in 20267

The full-service median food cost was 32.0% of sales in 2024 (National Restaurant Association, 2025), and the
sector's optimal range is 28-35%. Masterestaurant sets per-dish food cost at 32% as a CEILING, not a target:
payroll and rent go to break-even, not to the dish.

What should my food cost variance be?

A healthy variance sits below 1.5% of sales. With a 32.0% median food cost (National Restaurant Association,
2025), every point of uncontrolled variance equals giving away more than 3% of your food spend. Above 3
points you're already draining the portfolio's contribution margin.

Do | need expensive software to control inventory?

Not to start. With standardized recipes, a well-built spreadsheet and weekly discipline you can close the
variance. Software accelerates and scales, but the lever is the process: measuring theoretical vs actual and
isolating the leak's origin. Technology without process just digitizes the mess.

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

Crecimiento del empleo en la +3,2% en 2024 (45.000 i ~ )
Hosteleria de Espana (Anuario) 2024

restauracion en Espana empleados mas)

Utilidad antes de impuestos, 2,8% de las ventas (mediana, National Restaurant Association — Restaurant

servicio completo 2024) Operations Data Abstract 2025 (datos 2024)

Utilidad antes de impuestos, 4,0% de las ventas (mediana, National Restaurant Association — Restaurant

servicio limitado 2024) Operations Data Abstract 2025 (datos 2024)
65 centavos de cada dolar de National Restaurant Association — Restaurant

Prime cost, servicio limitado . )
venta (mediana, 2024) Operations Data Abstract 2025 (datos 2024)
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Metric Benchmark 2026 Source

Costo de némina, servicio 36,5% de las ventas (mediana, National Restaurant Association — Restaurant
completo 2024) labor costs analysis 2024

Némina de operadores 34,2% vs. 36,5% de las ventas National Restaurant Association — Restaurant
rentables vs. promedio (servicio completo, 2024) Operations Data Abstract 2025 (datos 2024)

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