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QUICK VERDICT

Verdict: before signing a high-value lease, a disciplined expansion director does not
compare locations by foot traffic —they compare stressed cost structures. Rigorous
territorial pre-feasibility models prime cost, front-of-house labor and rent under three
input-inflation scenarios (5%, 12% and 20%) and rejects any site whose EBITDA turns
negative under stress. In the Masterestaurant framework this is a board-level decision, not
a real-estate hunch: the winning site is not the busiest one, it is the one that survives its
worst quarter. Front-of-house labor matters: with optimal food cost at 28-35% (National
Restaurant Association) and turnover that can cost over 400,000 USD/year in a 50-
employee unit with 80% turnover (meez 2025), the labor variable defines break-even as
much as rent does.
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INTELLECTUAL PROPERTY OF MASTERESTAURANT® — EXCLUSIVE FOR SECTOR LEADERS

A high-value restaurant lease is the most irreversible capital commitment an expanding hospitality group signs.
Unlike equipment —which depreciates and can be resold— an 8-to-12-year rent contract locks in a rigid monthly
cost that does not adjust downward when the market contracts. Diego F. Parra insists on an uncomfortable
principle: most new-site closures happen not for lack of customers, but because of a cost structure that was
never stress-tested before signing.

Territorial pre-feasibility answers the question enthusiasm tends to skip: is this location still profitable if inputs
rise 20% and my front-of-house turnover spikes? Cash flow is the leading cause of financial stress and small-
business closure (Inc.), and in hospitality the variable that strains it most —after rent— is front-of-house payroll.
This Masterestaurant white paper turns that question into a replicable quantitative model for chains.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

TRADITIONAL SITE SELECTION STRESSED TERRITORIAL PRE-

(HUNCH + TRAFFIC) FEASIBILITY (MASTERESTAURANT
FRAMEWORK)
Primary decision variable X Estimated foot traffic and the v' Projected EBITDA under stress
director's ‘feel’ scenario (20% input inflation)

Front-of-house labor treatment X Fixed estimate; ignores turnover v Risk band with 20-80% turnover and
(+400,000 USD/yr in a 50-employee its replacement cost
unit at 80% turnover — meez 2025)

Food cost used in the model X  Single optimistic figure (~28%) v Range 28-35% (National Restaurant
Association) with per-scenario sensitivity

Stress horizon X Year 1 base case v 3 scenarios (5%/12%/20%) over 12
months + break-even

Role of management training X Not accounted for (0% of the v Skills gap priced in: >50% of
model) managers with no management training
(Gallup 2025)

Site rejection criterion X Signed if traffic ‘looks good’ v Rejected if EBITDA turns negative

under the 20% stress scenario

Chapter 1 — Why is a restaurant lease evaluated as a cost structure and not as a location?

A high-value lease is evaluated by its impact on total prime cost, not by the traffic at the storefront.
Diego F. Parra repeats it in every Masterestaurant expansion committee:
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an 8-to-12-year rent contract is the most irreversible capital commitment a restaurant group signs, because —
unlike equipment, which depreciates and resells— it locks a rigid monthly cost that does not fall when the mar-
ket contracts. Rigorous territorial prefeasibility models rent, prime cost and floor labor cost as one system, not as
loose cells. The reason is hard: cash flow is the leading cause of financial stress and closure for small
businesses (Inc.), and with optimal food cost sitting between 28% and 35% (National Restaurant Association),
a mispriced rent point eats the margin the plate never recovers. The decision stops being real estate and
becomes financial. Floor labor cost enters the model as a risk band, not a fixed number.

Chapter 2 — How does floor labor cost enter the territorial model?

Staff turnover becomes a decision variable because its real cost is brutal: a 50-employee location with
80% turnover spends more than 400,000 USD a year just replacing people, according to meez (2025).

That figure is no anecdote; it is the axis that decides whether a site survives. Some 47% of F&B managers al-
ready cite recruitment and retention as their top challenge (Deliverect 2024), and in the UK 97% of managers
see high turnover as a major problem (Restroworks 2025). Diego F. Parra models floor payroll with three bands
—low, medium and crisis turnover— because every point of turnover erodes the guest satisfaction index by up
to 5% (Cornell Center for Hospitality Research). Signing a lease without stressing that band is betting capital on
hope. The break-even point is calculated on the worst scenario, not on the sales pitch. The Masterestaurant
model subjects each candidate site to three states: base, moderate tension and crisis.

Chapter 3 — What are the three stressed scenarios of prefeasibility?

In the crisis scenario, inputs rise 20% —a realistic assumption when food cost already moves between
28% and 35% (National Restaurant Association)— and floor turnover jumps to 80% levels, with its cost
of over 400,000 USD/year at a 50-employee location (meez 2025).

A site is only signed if its break-even remains reachable under that combined pressure. Diego F. Parra is cate-
gorical: most new-site closures happen not from a lack of customers, but from a cost structure that was never
stressed before signing. Cash flow, the leading cause of small-business closure (Inc.), is protected by modeling
the pain before living it. Management training stops being an optional expense and becomes quantifiable risk
mitigation. More than 50% of managers worldwide say they have received no management training at all
(Gallup, State of the Global Workplace 2025), so a site with weak leadership starts at a structural disadvantage
on the labor cost band.

Chapter 4 — Why is management training risk mitigation and not an optional expense?

The relationship with the manager weighs heavily: 73% of employees say it affects their job satisfaction
(7shifts 2024), and that satisfaction is the dam against 400,000 USD/year in turnover (meez 2025).

Coaching programs improve manager performance by 20% to 28% and lift team engagement by up to 18%
(Gallup, via Kinkajou 2025). In the Masterestaurant prefeasibility model, each site gets a leadership-maturity
score; a low score pushes the site into the crisis scenario by default, not the base one. Rigid rent is turned into a
sensitivity band expressed as a percentage of projected sales under each scenario. The mistake Diego F. Parra
sees again and again is fixing rent against optimistic first-year sales; the model fixes it against crisis-scenario
sales, where inputs rise 20% and floor payroll spikes. With healthy food cost at 28%—35% (National Restaurant
Association) and prime cost theoretically near 60%, a rent above 8%—10% of stressed sales almost always
breaks the break-even point.
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Chapter 5 — How does the model turn rigid rent into a sensitivity band?

Cash flow is the leading cause of stress and closure for small businesses (Inc.), so Masterestaurant dis-
cards locations with attractive rent that is incompatible with the stressed band.

The storefront with the most traffic does not win; the one that survives the worst quarter with margin intact does.
A disciplined expansion decision compares stressed cost structures, while the impulsive one compares traffic
and feelings. The difference is measured in survival: new-site closures rarely come from a lack of customers but
from a structure that was never put under tension, and cash flow is the leading cause of small-business closure
(Inc.). The disciplined director demands three figures per candidate site: rent as a percentage of crisis sales, a
labor cost band with turnover at 80% —over 400,000 USD/year at 50 employees (meez 2025)— and leadership
maturity, knowing that more than 50% of managers have no management training (Gallup 2025).

Chapter 6 — What separates a disciplined expansion decision from an impulsive one?

Diego F. Parra and Masterestaurant turn those three figures into a replicable traffic light for chains.
Signing is the last action, not the first;

irreversible capital demands that the model speak before enthusiasm does. The decision stops being a real-es-
tate call and becomes a financial one: the lease is judged by its impact on total prime cost, not by the storefront.
Front-of-house labor enters the model as a risk band, not a fixed number: turnover —which can cost +400,000
USD/year in a 50-employee unit at 80% turnover (meez 2025)— becomes a decision variable. Break-even is
computed on the worst case, not the pitch: a site is signed only if it survives 20% input inflation. Management
training stops being an optional expense and becomes risk mitigation: with >50% of managers untrained in man-
agement (Gallup 2025), a weak-management site starts at a structural disadvantage.

POINT BY POINT

Criterion-by-criterion analysis: hunch vs stressed pre-feasibility

DECISION VARIABLE

A - TRADITIONAL SITE SELECTION B - MASTERESTAURANT Projected
(HUNCH + TRAFFIC)

EBITDA under cost stress
Foot traffic and the director's confidence

Verdict: B wins: traffic is necessary but not sufficient; only stressed EBITDA predicts survival.
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FRONT-OF-HOUSE LABOR TREATMENT

A - TRADITIONAL SITE SELECTION B - MASTERESTAURANT 20-80% risk band
(HUNCH + TRAFFIC)

with replacement cost (meez 2025)
Fixed optimistic number, ignores turnover

Verdict: B wins: front-of-house turnover moves break-even as much as rent does.

RISK HORIZON

A - TRADITIONAL SITE SELECTION B - MASTERESTAURANT 3 inflation
(HUNCH + TRAFFIC)

scenarios (5%/12%/20%) over 12 months
Year 1 base case

Verdict: B wins: a rigid lease must survive the worst case, not the pitch.

ROLE OF MANAGEMENT TRAINING

A - TRADITIONAL SITE SELECTION B - MASTERESTAURANT Skills gap priced
(HUNCH + TRAFFIC)

in as risk mitigation (Gallup 2025)
Not accounted for

Verdict: B wins: weak management turns the stress scenario into a self-fulfilling prophecy.

SIDE-BY-SIDE COMPARISON
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Traditional selection by hunch and traffic

X

X

Decides on foot traffic and the expansion director's confidence

Uses a single, optimistic food cost (~28%) with no sensitivity band

Ignores front-of-house turnover cost in the break-even

HIGH STRUCTURAL RISK

Does not stress inputs: assumes year 1 mirrors the real-estate pitch

Treats rent as negotiable but payroll as constant

Stressed pre-feasibility (Masterestaurant framework) MASTERESTAURANT

v

v

Decides on projected EBITDA under cost stress, not traffic

Models food cost in the 28-35% range (National Restaurant Association) with sensitivity

Prices front-of-house turnover 20-80% and its replacement cost (meez 2025)

Simulates 3 input-inflation scenarios: 5%, 12% and 20%

Quantifies the managerial skills gap (Gallup 2025) as a risk variable

Rejects the site if the stress scenario yields negative EBITDA

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

TRADITIONAL SITE SELECTION
(HUNCH + TRAFFIC)

Primary decision variable X Estimated foot traffic and the

director's ‘feel’

Front-of-house labor treatment = X Fixed estimate; ignores turnover

(+400,000 USD/yr in a 50-employee
unit at 80% turnover — meez 2025)

STRESSED TERRITORIAL PRE-
FEASIBILITY (MASTERESTAURANT
FRAMEWORK)

v Projected EBITDA under stress
scenario (20% input inflation)

v Risk band with 20-80% turnover and
its replacement cost
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TRADITIONAL SITE SELECTION STRESSED TERRITORIAL PRE-

(HUNCH + TRAFFIC) FEASIBILITY (MASTERESTAURANT
FRAMEWORK)
Food cost used in the model X Single optimistic figure (~28%) v Range 28-35% (National Restaurant

Association) with per-scenario sensitivity

Stress horizon X Year 1 base case v 3 scenarios (5%/12%/20%) over 12
months + break-even

Role of management training X Not accounted for (0% of the v Skills gap priced in: >50% of
model) managers with no management training
(Gallup 2025)

Site rejection criterion X Signed if traffic ‘looks good’ v Rejected if EBITDA turns negative
under the 20% stress scenario

THE NUMBERS THAT MATTER

Indicators that stress territorial pre-feasibility (2026)

35 %

Ceiling of the optimal food cost range (28-35%);
above it, the site needs very low rent to survive

400

K USD

Annual turnover cost in a 50-employee
unit at 80% front-of-house turnover

50 %

Managers worldwide who say they
received no management training (skills
gap that raises turnover and waste)

a7 %

F&B managers citing recruiting/retention as their
top challenge (pressure on projected labor cost)

25 %

Absenteeism reduction with predictable
schedules (up to 20% less turnover), a
direct lever on front-of-house labor cost
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5 %

Guest satisfaction index erosion per point of
turnover (average-ticket risk at the new site)

VISUALIZATION

The numbers, visualized

Sources: National Restaurant Association 2026 - meez — Restaurant Employee Turnover 2025 - Gallup — State of
the Global Workplace 2025 - Deliverect 2024 - 7shifts 2024

Chart by masterestaurant.com

REAL CASE

“l watched a group sign a premium lease on a trendy avenue with a pro forma assuming 28% food cost and
zero front-of-house turnover. Eight months in, inputs had risen double digits, real turnover hovered near
70%, and every new server took weeks to become profitable. The rent showed no mercy: the site had
traffic to spare and still couldn't hit break-even. When we rebuilt the model with the real 28-35% food cost
range (National Restaurant Association) and the true cost of front-of-house turnover (meez 2025), the 20%
inflation scenario already flagged it unviable before signing. That location should never have opened; traffic

was the right answer to the wrong question.”

— Diego F. Parra, restaurant consultant — Masterestaurant
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HOW TO APPLY IT IN YOUR RESTAURANT

90-day roadmap to install stressed territorial pre-feasibility

@ Days 1-30 — Build the cost baseline by segment

FAQ

Construct the chain's prime cost structure by segment (fast casual, full service, QSR) using the
28-35% food cost range (National Restaurant Association) and real front-of-house labor cost by
format. Document historical turnover and its replacement cost (meez 2025). Without this
baseline, any stress simulation is fiction. Ecosystem tool: canvas-restaurantes to map unit
economics by format.

Days 31-60 — Model the three inflation scenarios

Run the model under 5%, 12% and 20% input inflation and a 20-80% front-of-house turnover
band. Compute EBITDA and break-even in each cell of the matrix. With >50% of managers
untrained in management (Gallup 2025), assume high turnover at sites with junior leadership.
The hard rule: if the stress scenario yields negative EBITDA, the site is rejected.

Days 61-75 — Stress rent against margin, not traffic

Negotiate the lease against the rent ceiling the 20% scenario still supports, not the one traffic
‘justifies’. Add variable or stepped-rent clauses when the model demands it. Remember cash
flow is the leading cause of small-business closure (Inc.): rigid rent in a volatile market is the #1
risk.

Days 76-90 — Harden the site with management training and predictable scheduling
Before opening, close the skills gap: train the site manager. Coaching programs improve
manager performance 20-28% (Gallup, via Kinkajou 2025) and predictable schedules cut
turnover by up to 20% (7shifts 2024). This is not an ‘extra’: it is the mitigation that keeps the
stress scenario from materializing internally. Tool: exponencial to standardize management

training.

FAQ on territorial pre-feasibility and cost stress

Why stress costs up to 20% input inflation and not just the base case?

Because cash flow is the leading cause of small-business closure (Inc.) and the base case rarely holds. A high-
value lease is rigid for 8-12 years; if the site is profitable only in the best case, one double-digit-inflation quarter

makes it unviable. Stressing at 20% reveals which sites survive their worst quarter.
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How much does front-of-house labor really weigh versus rent in the decision?

Enough to define break-even. Turnover costs over 400,000 USD/year in a 50-employee unit at 80% turnover
(meez 2025), and with optimal food cost at 28-35% (National Restaurant Association) the margin is thin. Low
rent does not save a site with runaway front-of-house turnover.

Does management training change the pre-feasibility outcome?

Yes, measurably. With over 50% of managers untrained in management (Gallup 2025), a weak-management
site starts with higher turnover and waste. Coaching programs improve manager performance 20-28% (Gallup,
via Kinkajou 2025): closing the skills gap reduces the internally-driven stress scenario.

What sets this model apart from a traditional real-estate pro forma?

The traditional pro forma decides on traffic and assumes optimistic fixed costs; the Masterestaurant model
decides on stressed EBITDA and treats front-of-house labor as a risk band. The winning site is not the busiest,
but the one keeping positive EBITDA under 20% inflation and high turnover.

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
Ingreso por hora del 10% mejor pagado de mas de 30,06 U.S. Bureau of Labor Statistics — OOH
meseros en EE.UU. USD/hora Waiters, mayo 2024

Lesiones en servicio de alimentos que resultan .
. . 31% BLS, via Bon Secours Mercy Health
en dias fuera del trabajo

Gasto anual del sector de servicio de alimentos mas de 2.000 millones Bon Secours Mercy Health —

en lesiones laborales USD/afo Occupational Health & Safety
Multa maxima de OSHA por violacion grave 16.550 USD por .
. L OSHA — Penalties 2025
(enero 2025) violacién
Empleados de restaurante que renuncian por 44% Homebase — Restaurant Employee
falta de reconocimiento ° Turnover 2025
Empleados de restaurante que se sienten no Homebase — Restaurant Employee
. . 25% (1 de cada 4)
reconocidos por su trabajo Turnover 2025

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