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QUICK VERDICT

Verdict: a second location only pays when the first already runs with prime cost under
control and a healthy contribution margin; opening one to "average out" a weak first
location is the fastest route to closing. The headline finding of this synthesis: roughly 14%
of restaurants close in their first year per the U.S. Bureau of Labor Statistics analysis, and
fragility multiplies when the second location is born without proven unit economics in the
first. In mature franchising, the average multi-unit operator runs 5 locations (FRANdata)
— but got there by replicating a profitable model, not by rushing. The threshold isn't a
date: it's whether the first location's cash funds the second's CapEx without draining

working capital.
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The "when do | open the second?" question is rarely about ambition: it's arithmetic. And the arithmetic that
matters is the unit economics of the first location, not the market of the second.

The franchise sector sets the hard benchmark for when replication works: the U.S. had 821,000 franchised
establishments in 2024, projected to reach 845,000 by 2026 per FRANdata/IFA. That growth isn't magic — it's
repeatable unit economics.

In Spain, franchised foodservice billed 7.23 billion euros in 2024 per Tormo Franquicias Consulting, across 390
brands and 7,967 establishments. The scale exists; the discipline to reach it is what's scarce.

This analysis synthesizes those public sources and reads them through the Masterestaurant framework: where
your front-of-house operation, your prime cost and your break-even land before you sign the second lease.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

1-year closure rate (sector
reference)

Locations per multi-unit
operator (maturity)

Target food cost per dish
Franchised expansion base
(real scale)

Cash / working capital

Market & growth expectation

OPEN THE 2ND LOCATION
NOwW

X  ~14% of restaurants close
in year 1 (BLS)

X Rushing: 2nd without a
proven model

X If the 1st is above 32%, the
2nd inherits it

X Emotional expansion, no
benchmark

X  2nd's CapEx drains the
1st's cash

X  Growing on market FOMO

CONSOLIDATE THE 1ST FIRST

v Risk drops if the 1st cleared its break-
even

v Mature average: 5 locations per operator
(FRANdata)

v 28-35% optimal; <32% max (National
Restaurant Association)

v' 845,000 franch. units projected 2026
(FRANdata/lIFA)

v 1stfunds 2nd's CapEx without choking
WC

v 70% of MX operators expected to grow in
2024 (CANIRAC)

Finding 1 — When does a second location actually pay off?

A second location only pays off when the first already runs with prime cost under control and a healthy
contribution margin; opening one to patch a weak location is the fastest route to closing.

The arithmetic that matters is the unit economics of the first, not the market of the second. The headline figure of
this synthesis is blunt: roughly 14% of restaurants close within their first year according to a U.S. Bureau of
Labor Statistics analysis. A second lease without proven unit economics does not dilute that risk—it stacks it. |
have seen it again and again: the owner opens number two to rescue the cash register of number one, and ends
up with two bleeding operations. The sector's healthy benchmark is a food cost between 28% and 35% accord-
ing to the National Restaurant Association; if your first location does not live there consistently, you are not ready
to sign the second.
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Finding 2 — The question is arithmetic, not ambition

The question "when do | open the second?" is almost never about ambition: it is arithmetic, and the arithmetic
that rules is the unit economics of the first location. In the Masterestaurant framework we look at three numbers
before any expansion: where your front-of-house operation lands, your prime cost, and your break-even point.
The scale is real: franchised foodservice in Spain billed 7.23 billion euros in 2024 according to Tormo
Franquicias Consulting, across 390 brands and 7,967 establishments. But those numbers result from replicating
a proven model, not from opening on hope. Diego F. Parra sums it up with his clients: first you prove the unit,
then you document it, then you replicate it. Skipping the first two steps is the silent cause of most second-loca-
tion failures within the first year of combined operation. The average multi-unit franchisee operates 5 locations
according to FRANdata (versus 4.8 in 2011), and got there by replicating a model, not by opening fast.

Finding 3 — The mature operator averages 5 locations for a reason

The sequence is always the same: prove, document, replicate. That mature operator does not guess the food
cost of the second location; they know it because they already stabilized it in the first inside the 28—-35% range
from the National Restaurant Association. In the U.S. there were 821,000 franchised establishments in 2024 ac-
cording to the International Franchise Association, with a projection of 845,000 for 2026 per FRANdata/IFA. That
growth of more than 20,000 net units is not magic: it is repeatable unit economics multiplied thousands of times.
The mistake | see in the independent operator is treating the second location as a new bet. It is not. It must be a
disciplined copy of a model that already proved it generates contribution margin in the first cash register. A sec-
ond location pays off when its CapEx is funded by the free cash of the first; if it drains working capital, you break
the cash flow of both.

Finding 4 — The second location's CapEx is funded by the first's free cash

Cash flow is the leading cause of financial stress and closure for small businesses according to Inc., and a poor-
ly financed second location attacks it right at the center. Official lending gives the benchmark: the U.S. Small
Business Administration closed fiscal year 2024 with 103,000 financings worth 56 billion dollars, up 7%. But debt
on an unproven unit only accelerates the fall. The hard Masterestaurant rule is simple: if the first location does
not generate enough cash surplus to cover the second's CapEx without touching operational working capital, the
answer is to wait. A food cost stable at 28-35% (National Restaurant Association) is the signal that this free cash
truly exists. Franchising proves that real scale exists, but it is built on discipline, not hope: FRANdata/IFA
projects 845,000 franchised units in the U.S. for 2026, starting from 832,521. Brands like Chick-fil-A added 179
net locations in 2025 to reach 2,863 according to QSR Magazine, versus 132 net in 2024.

Finding 5 — Franchising proves scale is built on discipline

Wingstop opened 278 net restaurants between 2024 and 2025 per the QSR 50. None of those expansions hap-
pen without a food cost nailed to the 28-35% range from the National Restaurant Association and a contribution
margin replicable location by location. In Spain, the Spanish Franchise Association counted 269 franchised
restaurant brands in 2024 billing more than 5.8 billion euros. The pattern is universal: whoever scales first mas-
ters the economic unit and only then multiplies it, unit after unit, with the same cash discipline. Before signing
the second lease, measure three numbers of the first location: where your front-of-house operation lands, your
prime cost, and your break-even point. If your prime cost is not stable—food cost 28-35% per the National
Restaurant Association plus payroll under control—the second location will inherit that leak multiplied. The
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demand to grow exists: in Mexico 70% of restaurateurs expected to grow in 2024 versus only 15% in 2023
according to CANIRAC, and the 2025 International Franchise Fair gathered more than 15,000 visitors and
250 brands.

Finding 6 — Before signing the second lease: the three numbers

But wanting to grow is not being ready to grow. Diego F. Parra insists on the same diagnosis with every restau-
rant group: a second location is an exam of the first one's discipline. If the first does not pass prime cost and
break-even, the second rescues nothing; it only doubles the ~14% fragility rate reported by the BLS. Opening a
second location to rescue a weak first almost always fails because the weakness is not in the market—it is in the
economic unit, and that replicates with the model. | have watched dozens of operators open number two with
the first's cash register already tight; the typical result is two operations draining working capital at once. Cash
flow is the number one cause of small business closure according to Inc., and that is exactly the failure mecha-
nism. Healthy expansion looks different: Starbucks, via Alshaya Group, planned 500 new stores in the Middle
East over 5 years on a base near 2,000, always with proven unit economics.

Finding 7 — The rescue case: why it almost always fails

In Spain, 27.44% of franchises operate abroad—314 brands in 139 countries according to the AEF in 2025—
and none got there rescuing sick locations. The rule is to replicate health, never to spread weakness. The ma-
ture operator averages 5 locations (FRANdata) because they replicated a model, not because they opened fast:
the sequence is prove — document — replicate. The ~14% first-year closure rate (BLS) is the fragility bench-
mark; a second location without proven unit economics in the first stacks that risk instead of diluting it. In fran-
chising, real scale exists — 845,000 units projected in the U.S. by 2026 (FRANdata/IFA) — but it's built on 28—
35% food cost (National Restaurant Association), not on hope. The second location pays when the first's free
cash funds its CapEXx; if it drains working capital, cash flow — the leading cause of small-business closure per
Inc. — breaks in both.

POINT BY POINT

Comparative analysis: expanding with
a proven model vs. expanding in a rush

HEALTH OF THE FIRST LOCATION

A - OPEN THE 2ND LOCATION NOW B - MASTERESTAURANT Break-even

Ignored; 2nd opened to average out cleared and healthy contribution margin

Verdict: A second location only replicates what the first already is: if the first loses, the second
multiplies the loss.
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FOOD COST / PRIME COST

A - OPEN THE 2ND LOCATION Now First B - MASTERESTAURANT Food cost 28—

location above 32% food cost 35% (National Restaurant Association)

Verdict: With food cost out of range in the first, expanding scales the problem; control prime cost
before the CapEx.

TERRITORIAL PREFEASIBILITY

A - OPEN THE 2ND LOCATION NOW B - MASTERESTAURANT Due diligence

Location by gut feel with location intelligence

Verdict: Territory risk sinks locations with good models; without zone data, the second lease is a
bet, not an investment.

CAPEX FUNDING

A - OPEN THE 2ND LOCATION Now Uses B - MASTERESTAURANT 1st's free cash or

the 1st's working capital investor capital

Verdict: Cash flow is the leading cause of closure (Inc.): if the 2nd drains the 1st's cash, both are
exposed.

SIDE-BY-SIDE COMPARISON
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Expand without a proven model

HIGH RISK

X 2nd opened to "average out" a weak 1st

X CapEx funded from the 1st's working capital

X 1st's prime cost uncontrolled (>65%)

X No territorial prefeasibility or location intelligence

X No documented or replicable operations manual

Replicate proven unit economics MASTERESTAURANT

v' 1st already cleared break-even and generates free cash

v" Food cost 28-35% and prime cost under control

v" Documented, transferable operations manual

v Territory due diligence with real data

v" 2nd's CapEx comes from cash, not panic debt

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

1-year closure rate (sector

reference)

Locations per multi-unit
operator (maturity)

Target food cost per dish

Franchised expansion base
(real scale)

www.masterestaurant.com - Original Study - Masterestaurant Expansion Unit Economics Index 2026: when a second location actually pays

OPEN THE 2ND LOCATION
NOwW

X  ~14% of restaurants close
in year 1 (BLS)

X Rushing: 2nd without a
proven model

X If the 1st is above 32%, the
2nd inherits it

X Emotional expansion, no
benchmark

CONSOLIDATE THE 1ST FIRST

v Risk drops if the 1st cleared its break-
even

v"  Mature average: 5 locations per operator
(FRANdata)

v 28-35% optimal; <32% max (National
Restaurant Association)

v 845,000 franch. units projected 2026
(FRANdata/IFA)
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OPEN THE 2ND LOCATION

NOW

Cash / working capital X 2nd's CapEx drains the
1st's cash

Market & growth expectation X  Growing on market FOMO

THE NUMBERS THAT MATTER

CONSOLIDATE THE 1ST FIRST

v' 1st funds 2nd's CapEx without choking
wC

v 70% of MX operators expected to grow in
2024 (CANIRAC)

The scorecard: real external figures on expansion and unit economics

14 %

of restaurants close in their first year (BLS analysis)

UNITS

franchised establishments
projected in the U.S. by 2026

LOCATIONS

per average multi-unit operator (vs 4.8 in 2011)

1230me

Spain franchised foodservice billing in 2024

35 %

upper bound of optimal food
cost per dish (28-35% range)

70 %

of Mexican operators expected
to grow in 2024 (vs 15% in 2023)

VISUALIZATION

The numbers, visualized
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Sources: U.S. Bureau of Labor Statistics - FRANdata / IFA — Franchising Economic Outlook 2026 - FRANdata -
Tormo Franquicias Consulting 2024 - National Restaurant Association 2026

Chart by masterestaurant.com

REAL CASE

“I watched a taco group open its second location with the first one's cash. The first ran a 38% food cost and
71% prime cost: it had never turned a real profit, it just moved money. The second replicated the exact
problem and added a lease. Eleven months later both closed. The mistake wasn't the second location: it
was believing two bad locations add up to one good one. With prime cost under control and a clear break-
even in the first, that CapEx would have been an investment; without it, it was the trigger that closed both.”

— Diego F. Parra, Masterestaurant — a consultant's reading of a recurring sector pattern

HOW TO APPLY IT IN YOUR RESTAURANT

How to position your operation before signing the second lease

@ 1. Close out the first location's unit economics
Before you look at the second, measure the first as if an investor were about to audit it: food
cost within 28-35% (National Restaurant Association), prime cost under control, break-even
cleared with room to spare, and a positive contribution margin per dish. If the first doesn't turn a
real profit — just moves money — the second inherits and amplifies the problem.
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@ 2. Run territory due diligence on data, not gut feel
Territorial prefeasibility (location intelligence) decides more than the food: density, area average
ticket, competition, rent-to-projected-sales ratio and territory risk. The average multi-unit
operator runs 5 locations (FRANdata) because every opening passed this filter. A second

location in the wrong zone burns cash even with a good model.

@ 3. Document the replicable operations manual
What makes the 845,000 franchised units projected for 2026 (FRANdata/IFA) scalable is the
manual: standardized recipes, spec sheets, transferable front-of-house and cash processes. If
your operation lives in your head, it isn't replicable. Document first; the second location is a copy
of the system, not a fresh experiment.

@ 4. Fund the CapEx from free cash, not working capital
Cash flow is the leading cause of small-business closure (Inc.). The second location's CapEx
must come from the free cash the first generates — or from fresh investor capital — never from
the working capital that pays the first's suppliers and payroll. If opening the second jeopardizes
the first's operation, it isn't time yet.

FAQ

Frequently asked questions about expansion unit economics

When does a second location actually pay?

It pays when the first has cleared its break-even, runs at 28—-35% food cost (National Restaurant Association)
and generates enough free cash to fund the second's CapEx without touching working capital. The date doesn't
matter; the first's proven unit economics do.

What's the biggest risk when opening a second location?

That the second is born without a profitable model proven in the first. With ~14% of restaurants closing in year 1
(BLS) and cash flow as the leading cause of closure (Inc.), duplicating a fragile operation stacks risk instead of
diluting it.

How many locations does a successful multi-unit operator run?

The average multi-unit operator runs 5 locations per FRANdata (up from 4.8 in 2011). They got there by
replicating a proven, documented model, not by opening fast: the sequence is prove, document, then replicate.
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Franchise or open owned locations to expand?

Both routes demand the same thing: proven unit economics and a replicable manual. Franchised scale exists —
845,000 units projected in the U.S. by 2026 (FRANdata/IFA) — but only works on a model with prime cost under
control and a clear break-even in the original unit.

DATA & SOURCES

Sector data 2026 (official sources)

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

market research) - not competitors.

Metric
Total de restaurantes en México

Empleo de la industria restaurantera en
México
Peso y estructura del sector restaurantero

en México

Expectativa de crecimiento de
restauranteros en México 2024

Restauracion franquiciada en Espana
(marcas y establecimientos)

Inversidn en restauracion franquiciada en
Espana 2024

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

Benchmark 2026
>428.000 establecimientos

2,1 millones de empleos directos y 3,5
millones indirectos

12,2% de los negocios del pais; 96%
son microempresas

70% esperaba crecer (vs 15% en 2023)

390 marcas y 7.967 establecimientos
(2024)

2.956 millones EUR

Source

CANIRAC 2024

CANIRAC 2024

CANIRAC 2024

CANIRAC 2024

Tormo Franquicias
Consulting 2024

Tormo Franquicias
Consulting 2024

masterestaurant.com
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