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QUICK VERDICT

Straight verdict: a second location pays its unit economics when the first already runs at
an MTIE (Transferable Margin by Team Index) 2 62 out of 100 and the service playbook
executes without the owner on the floor. Across 312 audits, locations that opened the
second below MTIE 55 took 19 months to break even; those above 62, only 8. Territory
matters, but 71% of second-unit failure is explained by un-replicated team culture, not
by location.
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INTELLECTUAL PROPERTY OF MASTERESTAURANT® — EXCLUSIVE FOR SECTOR LEADERS

The question | hear most from restaurant group leaders isn't "where do | open?" but "am | ready yet?" — and
they almost always answer it with the first location's P&L. That's the mistake. The P&L tells you if the first one
makes money; it doesn't tell you if that money is <em>replicable</em>. This index separates the two.

We built it because the market measures expansion with CapEx and territorial prefeasibility metrics — both
important — yet ignores the variable that best predicted second-location break-even across our 312 audits: how
far from the owner the service can execute. A location that bills well because the owner stands 14 hours on the
floor isn't a scalable economic unit — it's an expensive job.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

FIRST LOCATION NOT READY FIRST LOCATION READY (MTIE
(MTIE < 55) 262)

Months to break-even of 2nd X 19 months v 8 months

location (median)

1st location sales drop after X -14% v -3%

opening the 2nd
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FIRST LOCATION NOT READY FIRST LOCATION READY (MTIE

(MTIE < 55) 262)
Year-1 staff turnover at the 2nd X 94% v 41%
location
Service playbook executed X 38% v 89%
without the owner
Food cost stabilized by month X 34% v 29%
6
2nd-location closure rate at 24 X 37% v 6%
months

Finding 1 — When does a second location actually pay its unit economics?

A second location pays its unit economics when the first already runs at an MTIE —Transferable Margin
by Team Index— of 62 or higher out of 100, and the service manual executes without the owner on
the floor.

Across our 312 audits, locations that opened with an MTIE of 62+ hit break-even on the second in 7.4 months
on average; those that opened below 55 took 14.1 months or closed. The difference isn't CapEx or rent: it's how
much of the first location's margin travels to the second through manual and training, not through the founder's
presence. I'm Diego F. Parra, and at Masterestaurant we measure this because 68% of failed expansions had a
profitable first location. The P&L says the first makes money; the MTIE says whether that money is replicable.
They're two separate questions, and only one predicts the second location.

Finding 2 — Why your first location's income statement lies to you about expanding

The first location's income statement is expansion's worst advisor because it measures profitability, not replica-
bility. A location billing 42,000 USD a month at a 29% food cost looks ready, but if the owner is on the floor 14
hours a day, that margin isn't a unit economy: it's an expensive job with a good salary in disguise. Across the
312 audits, 61% of profitable first locations had the founder doing floor tasks no manual covered: correcting the
server, setting the preshift rhythm, reading the hard table. When that owner clones into two locations, he splits in
half and both lose. The MTIE isolates exactly that variable: how much margin survives the founder's absence. A
location with 24% operating margin and an absent owner is worth more for expansion than one at 31% with the
owner captive. The cash register can't see it; the index can.

Finding 3 — What the MTIE measures that classic due diligence ignores

The MTIE measures whether the first location's service standard survives the owner's absence, something clas-
sic expansion due diligence never touches. Due diligence reviews contracts, rent, CapEx and territorial pre-fea-
sibility —all important— but assumes service replicates on its own. It doesn't. The MTIE scores three floor
blocks out of 100: daily preshift execution (weight 35), use of service simulators and role-play (weight 30), and
chain of command without the founder present (weight 35). Across the 312 audits, every 10 MTIE points above
62 cut 2.3 months off the second location's break-even. Location intelligence and zone analysis explain where
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you do well; the MTIE explains whether you'll do just as well when whoever opens doesn't know the founder. We
measure transferable margin, not current margin: the gap between those two numbers is the real risk of your
second opening. The mistake | see over and over is scoring the brand and forgetting the floor operation.

Finding 4 — The mistake | see over and over:

confusing a strong brand with a replicable operation

Restaurant franchise indexes grade the name, the logo, the zone recognition; the MTIE grades the preshift, the
simulators and the service structure. A strong brand fills the table once; a replicable operation fills table number
200 with the same experience. In our audits, 4 out of 10 groups with a recognized brand opened their second lo-
cation with a service score 18 points below the first, because the new team never executed the manual with the
founder present. Result: the second location's NPS ran 22 points lower and repeat visits 31% weaker in the first
quarter. The brand bought the first visit; the weak operation lost the second. That's why the MTIE doesn't reward
the logo: it rewards a team that never met the founder executing service as if he were on the floor every single
night. The service manual executes without the owner when the daily preshift, the simulators and the chain of
command run by system, not by charisma.

Finding 5 — How the service manual executes without the owner on the floor

A 12-minute preshift before every shift —specials, yesterday's incidents, one service skill— is what separated
MTIE 62+ locations from the rest across the 312 audits: the former ran it in 94% of shifts; the latter, in 41%.
Service simulators, where a server practices the hard complaint or the upsell before living it with a real guest,
raised average ticket 8.7% and dropped order errors to 2.1%. The chain of command —a floor lead with real au-
thority to correct in the moment— is what replaces the owner. When these three run on their own, margin
becomes transferable: it can be packaged, trained and opened again. Without them, expanding just means
opening a second problem with the same face on it. Healthy scaling isn't opening fast, it's opening when the first
location's service score can be executed by a team that doesn't know the founder.

Finding 6 — Healthy scaling isn't opening fast:

it's opening when service is already replicable

Across the 312 audits, groups that prioritized speed —a second location before the first turned 11 months old—
were 2.4 times more likely to close one of the two units within 24 months. Those who waited for an MTIE of 62+,
regardless of the calendar, kept both locations 87% of the time. Haste costs: each premature opening burned an
average of 71,000 USD across CapEx, startup payroll and margin lost to weak service. The Masterestaurant
hard rule is simple: you don't open on zone opportunity, you open on operational maturity. The zone waits; the
poorly trained team doesn't fix itself. If your first location still depends on you correcting the hard table, your sec-
ond was born depending on an owner who no longer fits in two places at once. Before signing the second lease,
measure your first location's MTIE and raise it to 62 if it falls short.

Finding 7 — What to do with your first location before signing the second lease

Start with the cheap and measurable: install the 12-minute daily preshift and log compliance per shift for 30
days; in our audits, moving from 41% to 90% compliance lifted the MTIE 14 points without spending an extra
dollar. Second, run weekly simulators of the three situations only you handle today: the complaint, the upsell and
the table of eight. Third, name a floor lead and pull yourself off the floor two shifts a week as a stress test; if mar-
gin doesn't move, your operation is transferable. This work costs weeks, not CapEx, and across the 312 audits
it's what separated the second location that paid its unit economics in 7.4 months from the one that became
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a second mortgage. Open when the number allows it, not when the zone tempts you. The market measures
territorial prefeasibility and location intelligence; we also measure whether the service standard survives the
owner's absence.

Finding 8 — What this index actually measures (and what the market doesn't)

Classic due diligence reviews contracts, rent and expansion CapEx; the MTIE reviews how much of the first lo-
cation's margin is transferable to the second via manual and training. Gastronomic franchise indices score the
brand; this one scores the floor operation: preshift, simulators and service structure. Healthy scaling isn't open-
ing fast — it's opening once the first location's service score is replicable by a team that never met the founder.

POINT BY POINT

The index, criterion by criterion: myth vs. reality

PREDICTOR OF 2ND-LOCATION BREAK-EVEN

A - FIRST LOCATION NOT READY (MTIE < B - MASTERESTAURANT MTIE: first
55)

location's replicable service score
First location's revenue and location

Verdict: The MTIE predicted break-even more strongly: above 62 it paid in 8 months; below 55, in
19.

MAIN CAUSE OF SECOND-UNIT FAILURE

A - FIRST LOCATION NOT READY (MTIE < B - MASTERESTAURANT Un-replicated
55)

service culture
Poor territorial prefeasibility

Verdict: 71% of failure was explained by team, not territory. Location amplifies, it doesn't create.

www.masterestaurant.com - Original Study - Masterestaurant Expansion Unit Economics Index 2026: When a Second Location Actually Pays Page 4 of 10



YEAR-1 STAFF TURNOVER

A - FIRST LOCATION NOT READY (MTIE < B - MASTERESTAURANT Manual +
55)

simulator + automated preshift
Imitation training from the 1st location

Verdict: 94% vs 41% turnover. The training system cut turnover by more than half.

EFFECT ON THE 1ST LOCATION WHEN OPENING THE 2ND

A - FIRST LOCATION NOT READY (MTIE < B - MASTERESTAURANT Documented
55)

(o)
Talent drained, drops 14% standard, drops only 3%

Verdict: Without a system, expanding cannibalizes the first. With a manual, the first barely feels it.

SIDE-BY-SIDE COMPARISON

The myth: "if the first one wins, | just replicate it" mYTH

X Decided on the first location's P&L, not its ability to run without the owner.
X Assumes the second team will learn "on the fly" by imitating the first.

X Treats location as the #1 factor for second-unit success.

X Copies the menu and CapEx, but not the preshift system or the training.

X Measures expansion only by territory and rent, ignoring the team's MTIE.
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The reality: it pays when service culture is transferable MASTERESTAURANT

v"  Break-even is predicted by the first location's replicable service score, not its revenue.
v" Areplicable operations manual and training simulator level the new team in weeks.

v" 71% of second-unit failure is explained by un-replicated culture, not location.

v" An automated preshift holds the standard once the owner is no longer on the floor.

v Food cost drops 5 points when the new team executes the standard from day one.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

FIRST LOCATION NOT READY FIRST LOCATION READY (MTIE
(MTIE < 55) 262)
Months to break-even of 2nd X 19 months v 8 months
location (median)
1st location sales drop after X -14% v -3%
opening the 2nd
Year-1 staff turnover at the 2nd X 94% v 41%
location
Service playbook executed X 38% v 89%
without the owner
Food cost stabilized by month X 34% v 2%
6
2nd-location closure rate at 24 X 37% v 6%
months

THE NUMBERS THAT MATTER

The index scorecard (proprietary data, base of 312 audits)

312

Restaurant audits forming the index base (2023-2026)
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62

/100

MTIE threshold on the 1st location
for the 2nd to pay in <10 months

71 %

Second-unit failure explained
by un-replicated service culture

MONTHS

Median break-even of the 2nd location
when the 1st exceeds MTIE 62

19

MONTHS

Median break-even when the
1st opens below MTIE 55

M %

Year-1 turnover of the 2nd location with
manual and simulator vs 94% without

VISUALIZATION

The numbers, visualized
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REAL CASE

“We had a location billing like crazy, so we opened the second one with our eyes closed. Four months in,
the first one dropped 12% because | pulled my best floor captain, and the second wouldn't take off: the new
team had nothing to copy the standard from. When we built the service manual, the automated preshift and
the training simulator, the second one hit break-even in month nine and the first recovered. The problem

was never location; it was that the culture lived in my head, not in a system.”

— Director of a 3-location casual dining group, Masterestaurant audit 2025

HOW TO APPLY IT IN YOUR RESTAURANT

How to calculate your MTIE before signing the second lease

@ 1. Measure execution without the owner
Step off the floor for 5 full shifts and audit: does the preshift happen, does the service standard
hold, does the average ticket survive? Score 0-40. If service collapses without you, your margin

isn't transferable — it's yours, and it doesn't move to the second location.
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@ 2. Score the replicable manual
Does a replicable operations manual exist that a new server can follow without asking you?
Check it covers opening, service sequence, upselling and closing. Score 0-30. Without a
document, you train by imitation, and imitation doesn't scale to another city.

@ 3. Assess the training engine
A simulator or Interactive Training Kit brings a new team to standard in weeks, not months.
Score 0-30 by how fast an inexperienced hire reaches the ticket and NPS of your best shift. The
sum of the three steps is your MTIE out of 100.

@ 4. Decide by the threshold, not the ego
MTIE = 62: open; your second location pays in ~8 months. Between 55 and 62: close the gap 3-
6 months before signing. Below 55: do NOT open yet — 37% of those cases closed the second
location within 24 months. Make the culture replicable first; then hunt for territory.

FAQ

Frequently asked questions about opening a second location

Isn't location the most important factor for the second site?

It matters, but across our 312 audits 71% of second-unit failure was explained by un-replicated service culture,
not location. A great location with a team that has no standard burns cash just as fast; territory amplifies a
system that already works — it doesn't create one.

How long does a well-prepared second location take to pay?

Median break-even was 8 months when the first location exceeded an MTIE of 62 out of 100. When opened
below 55, the median rose to 19 months and the 24-month closure rate hit 37%. Team readiness, not capital,
moves that number the most.

What is the MTIE and how do | calculate it myself?

The MTIE (Transferable Margin by Team Index) is a 0-100 score measuring how much of your first location's
margin is replicable without you: execution without the owner (0-40), replicable operations manual (0-30) and
training engine (0-30). It's the index's central metric, and you calculate it by auditing 5 shifts while off the floor.

Can | lower the new team's turnover before opening?

Yes. Locations with a service manual and training simulator closed year 1 of the second location at 41%
turnover, versus 94% for those training by imitation. An automated preshift and an Interactive Training Kit
stabilize the standard from day one.
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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
Expansién internacional la expansion fuera de EE.UU. la lideran marcas de .
L QSR Magazine

QSR servicio limitado (QSR 50)
Prime cost a escala National Restaurant

o 55—-65% de las ventas o
(multi-unidad) Association
Margen neto del sector 3-9% Statista
Operacion fuera del local ~75% del trafico Nation's Restaurant News
Hosteleria en Europa estadistica oficial de restauracion Eurostat

las 500 mayores cadenas concentran la apertura neta Nation's Restaurant News

Top 500 de cadenas .
de unidades en EE.UU. — Top 500

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