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Formalizing the informal restaurant economy in Latin
America: reducing food loss and waste as a pathway
of incentives, digitalization and impact measurement
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Q U I C K  V E R D I C T

Verdict: reducing food loss and waste (FLW) in Latin American restaurants is not an
environmental campaign—it is the lowest-CapEx, highest-return lever to formalize the
gastronomic MSME. Every point of food cost variance recovered turns an informal unit—
negative margins, no credit history—into a traceable, bankable borrower. The traditional
approach (subsidy without measurement, training without digital instrumentation) fails
because it never touches the cash. The SATE Institute + Masterestaurant S.A.S. twin-
ecosystem framework instruments waste with operating data, translates it into risk scoring
for multilateral banks, and measures it against SDGs 8, 9 and 12. The profitable route:
digitalize waste first, formalize with the data second.

📄  W h i t e  P a p e r Technical document · C-Suite & multilateral banking · 12 min read · 2026-07-17

INTELLECTUAL PROPERTY OF MASTERESTAURANT® — EXCLUSIVE FOR SECTOR LEADERS

S I D E - B Y- S I D E  C O M PA R I S O N

Side-by-side comparison

TRADITIONAL

FORMALIZATION APPROACH

SATE + MASTERESTAURANT

FRAMEWORK (TWIN ECOSYSTEM)

Entry point ✕ Forced tax registration with no
operational upside

✓ Incentive tied to measured FLW
reduction: cut waste first, formalize after

Data instrument ✕ Annual self-reported survey;
no traceability

✓ Daily operating data (food cost
variance) captured on the MTIE platform

Waste cost attacked ✕ Unmeasured; foodservice
wastes ~14% of sales (ReFED
2024)

✓ Quantified dish by dish; target food cost
28-35% (National Restaurant Association)

Access to credit ✕ Rejected for lack of verifiable
history

✓ Scoring from operating series: the unit
becomes a traceable borrower
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TRADITIONAL

FORMALIZATION APPROACH

SATE + MASTERESTAURANT

FRAMEWORK (TWIN ECOSYSTEM)

Impact measurement ✕ No M&E; no attribution to
SDGs

✓ M&E linked to SDGs 8, 9 and 12; target
12.3 (IDB #SinDesperdicio)

Human capital ✕ Training without verifiable
certification

✓ Open Badges micro-credentials in
waste handling and food safety

Program sustainability ✕ Subsidy-dependent; collapses
once withdrawn

✓ Self-financing: waste savings pay for
formalization

Chapter 1 — Why measuring food waste is the cheapest formalization lever

Reducing food loss and waste (FLW) is the lowest-CapEx, highest-return lever to formalize Latin America's gas‐
tronomic MSMEs. You don't buy a new oven: you simply start measuring. U.S. foodservice surplus reached US$
157 billion in 2024, equal to 14% of its sales, according to ReFED (2024). In an informal kitchen, with no theoret‐
ical costing, that leak is larger and silent. I've seen it in dozens of restaurants: the owner swears his food cost
sits around 30%, but when we weigh actual waste, an invisible 6% or 8% appears that nobody records. Optimal
food cost runs between 28% and 35% per the National Restaurant Association; every point above that is cash
walking out the back door. Formalization starts there: with a scale and a notebook, not with a tax filing.
Measurement, not coercion, is what turns the corner. The traditional approach asks the informal owner «why
won't you formalize?»; the twin-ecosystem framework asks «how much cash do you recover if you measure
your waste?».

Chapter 2 — The incentive tax coercion never delivers

That second question, with food cost variance in plain sight, is the real incentive. Coercive formalization fails be‐
cause it gives nothing back; measuring waste returns actual cash. In Colombia, 95% of the gastronomic market
is independent establishments, according to Acodrés (2024): businesses that operate off the books because the
State only shows up to collect, never to help. When at Masterestaurant we show an owner that recovering 3
points of food cost variance on US$ 20,000 in monthly sales equals US$ 600 net per month, the conversation
shifts. We stop debating tax ideology and start discussing his month-end payroll. The optimal 28–35% food cost
(National Restaurant Association) stops being theory and becomes his cash target. Instrumenting waste gener‐
ates the data series a multilateral credit officer can read, and without it the MSME stays locked out of financing.
73% of women-led businesses lack the economic resources to grow, according to UNDP (2024), and much of
the problem is the absence of a verifiable track record.

Chapter 3 — No operational data, no credit: waste as verifiable track record

An informal business that never measures its food cost variance can't prove profitability; a business that logs
daily waste for six months builds a balance sheet the bank understands. That is the bridge. In practice, the
kitchen scale becomes a financial instrument: every recorded weighing is a line in a future income statement.
Diego F. Parra repeats it in every diagnostic: the data you use today to stop throwing out food is the same data
that lands you tomorrow's loan for the second location. Measured waste opens the door to formal credit. Lacking
theoretical costing turns every dish into a bet and multiplies cash leakage to levels the owner never sees. In the
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United States, with mature measurement systems, foodservice surplus already represents 14% of sales
(ReFED, 2024); in the informal Latin American MSME, with no control at all, the real loss exceeds that share
and nobody measures it.

Chapter 4 — The silent leak: what lacking theoretical costing costs you

The mistake I see again and again: buying on instinct, portioning by eye, and discarding without weighing. Total
U.S. food surplus reached US$ 380 billion in 2024, of which US$ 325 billion —85%— ended up as waste, ac‐
cording to ReFED (2025). The difference between a restaurant that survives and one that closes isn't technolog‐
ical: it's that someone is measuring waste every single day. Theoretical costing isn't a big-chain luxury; it's
neighborhood-business survival. Every point of food cost variance recovered turns an informal unit into a prof‐
itable one capable of carrying the formal burden. The sequence is concrete: first you measure, then you cut
waste, then margin appears, and only then does formalization stop being a threat and become an affordable in‐
vestment. The optimal 28–35% food cost (National Restaurant Association) is the target; reaching it frees the
points that fund on-the-books payroll, social security, and taxes.

Chapter 5 — From food cost variance to real formalization

Cash flow is the leading cause of financial stress and small-business closure, according to Inc.; attacking waste
attacks that root cause directly. At Masterestaurant we've confirmed that a business dropping its food cost from
40% to 33% recovers 7 points on sales: in a location doing US$ 15,000 monthly, that's US$ 1,050 a month fund‐
ing its formal transition without asking the bank for a single peso. Cutting waste doesn't just save cash: it sus‐
tains jobs and lowers emissions, two arguments that draw impact capital toward the formalized MSME. The
tourism, hotel, and restaurant sector employs more than 270 million people, close to 8.2% of the global work‐
force, according to the ILO (2024); every restaurant that survives by controlling its waste is local employment
that isn't lost. Environmentally, food loss and waste equal 8–10% of global greenhouse-gas emissions, accord‐
ing to UNFCCC/FAO (2024).

Chapter 6 — Impact beyond the till: jobs and climate

A commercial kitchen has a carbon footprint 2 to 5 times greater than other spaces, according to Springer
Nature (2025). Formalizing by measuring waste aligns three interests that rarely meet: the owner's cash, the
neighborhood's jobs, and the climate commitment that green-financing funds now demand before lending. The
incentive route starts with a scale and ends with access to formal credit, needing neither state subsidy nor ex‐
pensive technology. Step one: weigh the waste of your five best-selling recipes for 30 days. Step two: calculate
your real food cost variance against the theoretical one and aim for the 28–35% band from the National
Restaurant Association. Step three: use that six-month series as your track record before a credit officer.
Foodservice surplus equals 14% of sales (ReFED, 2024), so recovering even half already pays for formalization.
In a country where 95% of the gastronomic sector is independent (Acodrés, 2024), this method scales without
depending on the State.

Chapter 7 — A practical incentive route: how to start tomorrow

Diego F. Parra sums it up: you don't formalize with a speech, you formalize with a scale that returns cash every
week. That cash buys the willingness no decree ever bought. The traditional approach asks "why won't you for‐
malize?"; the twin-ecosystem framework asks "how much cash do you recover if you measure your waste?"—
and that answer, with food cost variance in plain sight, is the incentive tax coercion never provides.
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Formalization without operating data leaves the MSME with no verifiable history and therefore no access to
credit; 73% of women-led firms lack resources to grow (UNDP, 2024). Instrumenting waste builds the series a
multilateral loan officer can actually read. US foodservice surplus equals 14% of its sales (ReFED, 2024); in the
informal Latin American MSME, with no theoretical costing, that leak is larger and silent. The difference is not
technological—it is that someone is measuring it daily.

Chapter 8 — The differences that define the formalization pathway

The traditional approach treats sustainability and formalization as separate agendas. The SATE framework fus‐
es them: cutting FLW simultaneously serves SDG 12 (target 12.3), SDG 8 (formal employment) and the credit-
risk scoring that opens SDG 9.

P O I N T  B Y  P O I N T

Comparative analysis by criterion

REAL INCENTIVE FOR THE OPERATOR

A ·  T R A D I T I O N A L F O R M A L I Z AT I O N
A P P R O A C H

Tax coercion: formalization feels like a
cost, not a benefit

B  ·  M A S T E R E S TA U R A N T Cash recovery:

cutting FLW improves margin before any
tax

Verdict: The twin-ecosystem framework wins: it aligns formalization with profitability, not against
it.

TRACEABILITY FOR CREDIT

A ·  T R A D I T I O N A L F O R M A L I Z AT I O N
A P P R O A C H

Annual self-reported survey, not auditable

B  ·  M A S T E R E S TA U R A N T Daily food cost

variance series on a platform

Verdict: Traceable operating data makes the MSME a borrower; the survey does not.
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SDG ATTRIBUTION AND M&E

A ·  T R A D I T I O N A L F O R M A L I Z AT I O N
A P P R O A C H

No measurement system: impact not
attributable

B  ·  M A S T E R E S TA U R A N T M&E tied to

SDGs 8, 9 and 12 with auditable KPIs

Verdict: Only the measured framework justifies multilateral disbursement.

PROGRAM FINANCIAL SUSTAINABILITY

A ·  T R A D I T I O N A L F O R M A L I Z AT I O N
A P P R O A C H

Subsidy-dependent; collapses once
withdrawn

B  ·  M A S T E R E S TA U R A N T Waste savings

self-finance formalization

Verdict: The self-financing route is the only one scalable to regional public policy.

S I D E - B Y- S I D E  C O M PA R I S O N

Traditional approach S U B S I D Y W I T H O U T  M E A S U R E M E N T

Formalizes by tax coercion, not by profitability✕

Never instruments the operation: waste stays invisible✕

Generic training with no verifiable certification✕

No M&E: impossible to attribute impact to SDGs or justify the multilateral disbursement✕

The business slips back to informality once the subsidy ends✕
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SATE + Masterestaurant framework M A S T E R E S TA U R A N T

Formalizes by incentive: cutting FLW improves cash before any tax✓

Instruments waste with daily, traceable operating data✓

Open Badges micro-credentials documenting formalizable human capital✓

M&E tied to SDGs 8, 9 and 12; waste data feeds the credit scoring✓

Self-financing: food cost variance savings sustain the program✓

S I D E - B Y- S I D E  C O M PA R I S O N

Side-by-side comparison

TRADITIONAL

FORMALIZATION APPROACH

SATE + MASTERESTAURANT

FRAMEWORK (TWIN ECOSYSTEM)

Entry point ✕ Forced tax registration with no
operational upside

✓ Incentive tied to measured FLW
reduction: cut waste first, formalize after

Data instrument ✕ Annual self-reported survey;
no traceability

✓ Daily operating data (food cost
variance) captured on the MTIE platform

Waste cost attacked ✕ Unmeasured; foodservice
wastes ~14% of sales (ReFED
2024)

✓ Quantified dish by dish; target food cost
28-35% (National Restaurant Association)

Access to credit ✕ Rejected for lack of verifiable
history

✓ Scoring from operating series: the unit
becomes a traceable borrower

Impact measurement ✕ No M&E; no attribution to
SDGs

✓ M&E linked to SDGs 8, 9 and 12; target
12.3 (IDB #SinDesperdicio)

Human capital ✕ Training without verifiable
certification

✓ Open Badges micro-credentials in
waste handling and food safety

Program sustainability ✕ Subsidy-dependent; collapses
once withdrawn

✓ Self-financing: waste savings pay for
formalization

T H E  N U M B E R S  T H AT  M AT T E R
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Indicators that frame the problem

V ISUAL I ZAT ION

The numbers, visualized

14%
of US foodservice sales value is lost as surplus
food (US$157B in 2024): a benchmark for
the leak the informal MSME never measures

8
of global GHG emissions come from food loss
and waste, at a cost near US$1 trillion/year

- 1 0%

95%
of Colombia's restaurant market are independent
establishments: the MSME base that concentrates
informality and unmeasured FLW risk

73%
of women-led firms in the region cannot access
resources to grow, partly for lack of verifiable history

270M
workers are employed by the global tourism, hotel
and restaurant sector (≈8.2% of the global workforce):
the formal jobs at stake in strengthening the MSME

60%
of global food waste occurs in households
(631M tons in 2022); foodservice is the
measurable, actionable link to tackle first
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Sources: ReFED 2024 · UNFCCC / FAO 2024 · Acodrés (Revista La Barra) 2024 · UNDP 2024 · ILO 2024

Chart by masterestaurant.com

R E A L  C A S E

“The mistake I see over and over is trying to formalize the informal restaurant with a tax form instead of a
cost sheet. In a three-table diner in Barranquilla we instrumented waste for eight weeks: we went from an
estimated 41% real food cost—unsustainable—to a controlled 33%, just by standardizing portions and
purchasing. That point and a half of cash recovered every week is what turns an informal operator into a
borrower. You don't formalize with the law; you formalize with the margin.”

— Diego F. Parra, restaurant consultant and technical partner of the model (Masterestaurant
S.A.S.)

H O W  T O  A P P LY  I T  I N  Y O U R  R E S TA U R A N T
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A 90-day formalization roadmap

1 Days 0-30: instrument the waste
Before any tax procedure, recipes are standardized and daily food cost variance is captured on
the MTIE platform. The first month's goal is not to formalize—it is to make the leak visible. A
dish-by-dish FLW baseline is set and a food cost target between 28% and 35% is fixed (National
Restaurant Association). Without this baseline there is no quantifiable incentive and no possible
scoring.

2 Days 31-60: capture savings and certify
With waste now visible, the highest marginal-efficiency corrections are executed: portioning,
purchasing through short supply chains and overproduction control—foodservice wastes ~14%
of its sales (ReFED, 2024). In parallel, staff earn Open Badges micro-credentials in waste
handling and food safety, documenting formalizable human capital for lenders.

3 Days 61-90: turn data into credit
The 90-day food cost variance series becomes the input for credit-risk scoring. The unit—once
informal and history-less—presents a measured operation with positive contribution margin and
traceability to multilateral banks holding MSME portfolios. Tax formalization happens here,
backed by real cash, not by coercion.

4 3/6/12-month follow-up: M&E and impact
The monitoring and evaluation system reports FLW reduction, sustained formal employment and
EBITDA improvement, attributing them to SDGs 8, 9 and 12 (target 12.3, IDB #SinDesperdicio).
KPIs—food cost variance, prime cost, break-even and average ticket—are audited quarterly to
justify the multilateral disbursement and refine the program.

FA Q

Frequently asked questions

How can I reduce food loss and waste in Latin American restaurants without big investment?

You start by measuring, not buying equipment. The first step is standardizing recipes and capturing daily food
cost variance to make waste visible—foodservice wastes ~14% of its sales (ReFED, 2024). Fixing portioning,
short-chain purchasing and overproduction recovers cash with near-zero CapEx.
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Why does cutting waste help formalize a gastronomic MSME?

Because it generates the data formalization needs. An informal unit cannot access credit for lack of verifiable
history—73% of women-led firms lack resources to grow (UNDP, 2024). Instrumenting waste builds the
operating series that feeds credit-risk scoring.

How does this connect to the SDGs and multilateral banking?

Reducing food loss and waste (FLW) serves SDG 12 (target 12.3), SDG 8 (decent formal employment) and
SDG 9 at once. With M&E that attributes impact, multilateral banks (IDB Group, World Bank) can justify
disbursement and monitor verifiable results.

What is the target food cost for a Latin American operation?

The optimal range is 28% to 35% of sales (National Restaurant Association), with 32% as the recommended
ceiling per dish. Payroll, rent and utilities are not loaded onto the dish—they belong to break-even. An informal
operation without costing usually runs well above that ceiling unknowingly.

D ATA  &  S O U R C E S

Sector data 2026 (official sources)

Verifiable industry benchmarks from official, non-commercial sources (government, industry associations,
market research) - not competitors.

Metric Benchmark 2026 Source

Innovación inclusiva (Grupo
BID)

BID Lab moviliza capital y conocimiento para
emprendimientos de impacto en ALC

BID Lab

Mortalidad empresarial a 5
años

solo ~34 de cada 100 empresas creadas sobreviven al
quinto año (Colombia, Confecámaras)

Bloomberg Línea

Ventas de la industria
restaurantera EE. UU. 2025

USD 1.5 billones en ventas en 2025 (+4% vs 2024)
National Restaurant
Association 2025

Empleo del sector
restaurantero EE. UU. 2025

15.9 millones de empleados al cierre de 2025; +200,000
empleos netos

National Restaurant
Association 2025

Peso del sector como
empleador EE. UU.

Segundo mayor empleador del sector privado del país
National Restaurant
Association 2025

Restaurante como primer
empleo

51% de los adultos tuvo su primer empleo formal en
restaurantes/foodservice

National Restaurant
Association 2025
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