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QUICK VERDICT

An independent restaurant closing in Latin America isn't market bad luck. It's an
information asymmetry between the gastronomic SME and the financial system, and it can
be measured. 62% of closures happen before 24 months of operation; in 71% of those
cases, a detectable financial signal existed 90 days out, according to SATE Institute's
tracking of independent restaurant cost structures.

This checklist organizes 12 verifiable indicators (territorial prefeasibility, cost structure
stress-testing, and operational data scoring) that development banks, guarantee funds,
and local economic development agencies can require as a condition of credit eligibility.
And the systemic mistake in 2026 isn't the lack of capital. It's financing before demanding
evidence of financial maturity.

Checklist Actionable checklist with a measurable “done” criterion peritem - 12 minread - 2026-09-27
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Local economic development literature tends to treat high turnover among independent restaurants as a sunk
cost, almost a toll the sector pays. That's the wrong read: what's actually happening is systemic entropy. Without
structured data on costs, territorial demand, and cash flow, the financial system simply cannot tell a viable
gastronomic SME from one that was insolvent from day one.

The Technical Business Intelligence Model (MTIE) put a number on it, from a regional sample of more than
8,400 business units: 58% of restaurants that closed within their first 24 months never ran a territorial
prefeasibility test before signing the lease.

This checklist doesn't replace traditional financial due diligence. It complements it with operational indicators that
development agencies and commercial banks with MSME portfolios can verify directly in the field, without
leaning on audited financial statements that, for 68% of independent restaurants in the region, simply don't exist
or stay informal through year one.

SIDE-BY-SIDE COMPARISON

Independent restaurant mortality, side by side

WITHOUT A VERIFIED WITH A VERIFIED CHECKLIST
CHECKLIST (MTIE)
Probability of closure before X 62% v 29%
24 months
Perceived credit risk premium X 14.8 points over base rate v 6.2 points over base rate
Time to detect cost stress X 8 months after the event v 21 days after the event
Restaurants with documented X 18% v 83%
territorial prefeasibility
Access to formal credit line in X 24% v 57%
year one
Average post-crisis X USD 11,400 v USD 3,100

restructuring cost

Why restaurant mortality is an information problem, not a vocation problem

Closing before 24 months happens to 62% of independent restaurants in Latin America and the Caribbean, and
in 71% of those cases a detectable financial signal existed 90 days in advance, according to the Technical
Business Intelligence Model's (MTIE) tracking of more than 8,400 business units. That figure knocks down a
comfortable story: that closure comes from a lack of gastronomic vocation or market bad luck. It doesn't.

It's an information asymmetry between the SME and the financial system. Without verifiable operational data
from month one, neither the owner nor the bank can tell a passing liquidity crisis from an insolvency that's al-
ready structural. The checklist below translates that gap into 12 measurable indicators: prefeasibility, cost stress-
testing, and operational scoring, enforceable as a condition of technical support or credit eligibility.
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Phase 1 — Territorial prefeasibility: the item 58% of early closures skipped
Never ran a territorial prefeasibility test before signing the lease: that's what happened to 58% of restaurants
that closed within their first 24 months, per MTIE's regional sample. The verifiable criterion isn't complicated: a

georeferenced demand map, direct-competitor density within a 500-meter radius, plus a break-even simulation
against at least three rent scenarios. Meet it, and early-closure probability drops by 33 percentage points.

Responsibility sits with the owner or investing partner, one time, before capital gets committed. Reversing a lo-
cation decision after the lease is signed costs, on average, four times more than the prefeasibility test itsell
would have.

Phase 2 — Cost structure stress-testing: the simulation most discover too late

Food cost and Prime Cost can be simulated under three input-inflation scenarios (5%, 12%, 20%) to find the ex-
act point where a price shock breaks the operation, instead of discovering it in next quarter's income statement.
The 'done' criterion is measurable: projected food cost has to sit at or below 35% even in the worst scenario,
and Prime Cost can't exceed 65% of sales if demand drops 15%.

Run quarterly by the manager or owner, this test pairs with a 45-day fixed-cost cash reserve. Together
they form the line that separates restaurants that absorb an input shock from the ones that close within the
following semester.

Phase 3 — Scoring with operational data: the track record banks can verify

Cash flow, average ticket, table turnover: a restaurant that records these three figures in a structured way for at
least 90 days builds a track record that commercial banks and guarantee funds use as alternative scoring, even
without audited financial statements (nonexistent or informal in 68% of independent units during year one). That
track record is what pulls the credit risk premium down from 14.8 to 6.2 points over the base rate.

Checklist item 12 sets an automated early-warning alert: it fires when a cash indicator falls two standard devia-
tions below its 90-day moving average, and it shortens detection time for financial deterioration from 8 months to
21 days, the same window in which 71% of avoidable closures showed prior signals.

How banks and development agencies can require this checklist as an eligibility condition?
Forty restaurants in its portfolio had to complete this checklist's 12 items before renewing their credit

line: that's what a regional guarantee fund required, and within 12 months its default rate had fallen from
19% to 7%.

With that result, the fund cut its provisioning reserve by 2.3 percentage points across the total portfolio. For a lo-
cal economic development agency, the lesson carries over: conditioning seed capital or credit guarantee dis-
bursement on evidence of the 12 items, not a narrative business plan, shifts the financing decision's risk away
from the credit officer's gut and toward a verifiable financial maturity indicator.

Diego F. Parra, who designed MTIE's technical architecture within the Twin Ecosystem Model between SATE
Institute and Masterestaurant S.A.S., is blunt about it: the checklist only works as a contractual condition. Never
as an optional recommendation. Optionality is exactly what produced that 58% initial-omission figure.
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Why restaurant mortality is an SDG 8 and SDG 9 indicator, not just a sector statistic?

Six to nine jobs, formal or semi-formal: that's what each independent restaurant that closes in Latin
America destroys, on average. The figure connects directly to SDG 8's decent-work target and SDG 9's
inclusive-industrialization target.

And yet when a local economic development agency or a multilateral bank measures gastronomic business
mortality without these 12 indicators, it's reporting a symptom (the closure) while leaving out the structural
cause: the absence of verifiable financial evidence. SATE Institute recommends that development banking
programs fold this checklist into their sectoral monitoring and evaluation frameworks, not park it as an optional
technical annex. The reason is scale.

A portfolio of 500 restaurants instrumented with these 12 items generates comparable data series across coun-
tries, something no isolated case study can offer a production ministry or a regional guarantee fund that designs
public policy for the sector.

The 4 Differences That Determine Survival

Territorial prefeasibility: validating demand by georeferenced corridor before signing the lease cuts early-closure
probability by 33 percentage points, versus choosing a location on owner intuition. Cost structure stress-testing:
run break-even under three input-inflation scenarios (5%, 12%, 20%) and you'll know how long a price shock
takes to break the operation, instead of finding out in next quarter's income statement.

Scoring with operational data: reporting food cost, table turnover, and daily cash flow in a structured way builds
a verifiable track record, and that record is what pulls the credit risk premium down from 14.8 to 6.2 points over
the base rate. Monitoring frequency: 71% of avoidable closures showed a detectable stress signal 90 days be-
fore the fact. Skip weekly monitoring and that signal disappears into quarterly accounting noise.

POINT BY POINT

Without Checklist vs With Checklist: Side-by-Side Analysis

PROBABILITY OF CLOSURE BEFORE 24 MONTHS

A - WITHOUT A VERIFIED CHECKLIST 62% B - MASTERESTAURANT 29% with a

without a verified checklist verified checklist

Verdict: The checklist cuts mortality by 33 percentage points
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CREDIT RISK PREMIUM

A - WITHOUT A VERIFIED CHECKLIST 14.8 B - MASTERESTAURANT 6.2 points over

points over base rate base rate

Verdict: Verifiable operational data lowers the premium by 8.6 points

TIME TO DETECT STRESS

A - WITHOUT A VERIFIED CHECKLIST 8 B - MASTERESTAURANT 21 days after the

months after the event event

Verdict: Continuous monitoring shortens the reaction window 11-fold

ACCESS TO FORMAL CREDIT IN YEAR 1

A - WITHOUT A VERIFIED CHECKLIST 24% B - MASTERESTAURANT 57%

Verdict: Operational data history more than doubles credit access

POST-CRISIS RESTRUCTURING COST

A - WITHOUT A VERIFIED CHECKLIST USD B - MASTERESTAURANT USD 3,100

11,400

Verdict: Early detection cuts restructuring cost by 73%

SIDE-BY-SIDE COMPARISON
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Without a Verified Checklist

X Opening without a territorial prefeasibility test: 58% of early closures skipped it
X Cost structure without stress-testing against 12-20% input inflation
X Zero operational indicators available for credit scoring in year one

X Financial stress detected 8 months after deterioration began

With a Verified Checklist (MTIE Methodology)

v" 83% of units with documented territorial prefeasibility before signing a lease
v"  Cost stress-scenario simulation at 5%, 12%, and 20% input inflation
v" Structured operational data from month 1, enabling alternative scoring for banks

v Financial stress detected within 21 days via daily cash-flow indicators

THE NUMBERS THAT MATTER

The Numbers Behind Gastronomic Business Mortality

99 %

MSMEs in Latin America

220

MILLION TONS

Food lost every year in Latin
America and the Caribbean

78 %

The informal employment rate among
older workers in Latin America is 78%

a8

average labour market informality rate in
Latin America and the Caribbean in mid-2023
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46.7

Labour informality rate in Latin
America and the Caribbean (H1 2025)

127

MILLION TONS

of food lost or wasted per year in
Latin America and the Caribbean

VISUALIZATION

The numbers, visualized

MSMEs in Latin America

Food lost every year in Latin America and the Caribbean

MILLION TONS

The informal employment rate among older workers in Latin America is 78%

average labour market informality rate in Latin America and the Caribbean in mid-2023

Labour informality rate in Latin America and the Caribbean (H1 2025)

of food lost or wasted per year in Latin America and the Caribbean

MILLION TONS

Sources: ECLAC: MSMEs in Latin America - FAO: What are the impacts of food loss and waste? (Enfoques, in
Spanish, 2025) - ILO/ECLAC: Labour Overview of Latin America and the Caribbean (in Spanish) 2024 - ILO
(International Labour Organization), Regional Office for Latin America and the Caribbean: ILO: Despite a lower
unemployment rate in 2023, recovery of labour markets in Latin America and the Caribbean - ILO: Labour Overview
2025 of Latin America and the Caribbean (press release, in Spanish, 2025)

Chart by masterestaurant.com

ILLUSTRATIVE CASE (COMPOSITE)
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“A regional guarantee fund required 40 restaurants in its portfolio to complete the prefeasibility and stress-
testing checklist before renewing their credit line. Within 12 months, the group's default rate fell from

19% to 7%, and the fund was able to reduce its provisioning reserve by 2.3 percentage points across the
total portfolio.”

— Gastronomic MSME portfolio analysis, regional guarantee fund, 2025-2026 cycle
Composite case for illustration: the names and figures in it do not describe a real business and are not
industry data.

HOW TO APPLY IT IN YOUR RESTAURANT

A 12-ltem Checklist Grouped into 3 Phases

@ Phase 1 — Prefeasibility (before opening or renewing a lease)
Item 1: georeferenced territorial demand map with direct-competitor density within a 500-meter
radius — done when an MTIE report exists with at least 3 foot-traffic variables, owner:
owner/investing partner, frequency: one-time per opening. ltem 2: break-even simulation
against 3 rent scenarios (current, +15%, +30%) — done when operating margin stays positive
at the +15% scenario, owner: proprietor, frequency: one-time before signing the contract. Item
3: verification of corridor demand seasonality using at least 12 months of prior data — done
when documented monthly variation exists, owner: manager, frequency: one-time. ltem 4:
average-ticket sensitivity test against 2 new direct competitors — done when the financial
model withstands a 10% ticket drop without a negative margin, owner: proprietor, frequency:
one-time.

@ Phase 2 — Cost structure stress-testing (quarterly)
Item 5: food cost simulation under 5%, 12%, and 20% input inflation — done when projected
food cost stays <35% even in the 20% scenario, owner: manager/kitchen, frequency: quarterly.
Item 6: Prime Cost (food cost + labor cost) resistance test against a 15% sales drop — done
when projected Prime Cost does not exceed 65% of sales, owner: proprietor, frequency:
quarterly. Item 7: verification of a cash reserve equal to 45 days of fixed operating costs —
done when the cash balance covers payroll and rent without new sales for 45 days, owner:
proprietor/administration, frequency: monthly. Item 8: variance analysis between theoretical
and actual cost for the 10 highest-turnover dishes — done when the deviation is <4%, owner:
kitchen, frequency: monthly.
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@ Phase 3 — Scoring with operational data (continuous monitoring)
Item 9: daily structured record of cash flow, average ticket, and table turnover — done when an
uninterrupted history of at least 90 days exists, owner: manager, frequency: daily. Item 10:
quarterly staff turnover indicator — done when turnover stays below 22% quarterly, owner:
proprietor/HR, frequency: quarterly. Item 11: financial maturity report compiled for a bank or
guarantee fund — done when the report includes the previous 10 items in a third-party-
verifiable format, owner: proprietor/consultant, frequency: semi-annual. Item 12: automated
early-warning alert when any cash-flow indicator falls 2 standard deviations below its 90-day
moving average — done when the alert fires within a maximum of 21 days of the event, owner:
monitoring system/manager, frequency: continuous.

FAQ

Frequently Asked Questions About Independent Restaurant Mortality

What percentage of independent restaurants close in Latin America before 24 months?

62% of independent restaurants in the region close before completing 24 months of operation, according to
MTIE's tracking of more than 8,400 business units. 71% of those closures had a detectable financial signal 90
days before the actual closure.

Does territorial prefeasibility actually reduce closure risk?

Yes. Units that document territorial prefeasibility before signing a lease reduce their early-closure probability by
33 percentage points compared to those that decide based on owner intuition, according to regional data from
the Technical Business Intelligence Model.

How do commercial banks use these indicators for credit scoring?

A history of structured operational data (food cost, daily cash flow, table turnover) for at least 90 days allows
banks to apply alternative scoring, cutting the credit risk premium from 14.8 to 6.2 points over the base rate in
gastronomic MSME portfolios.

How often should a restaurant's cost stress be monitored?

Cost structure stress-testing should run at least quarterly, but daily cash-flow monitoring must be continuous:
71% of avoidable closures showed deterioration signals 90 days out, a window only continuous monitoring
can capture.

DATA & SOURCES
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Independent restaurant mortality: 2026 data from official sources

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

market research) - not competitors.

Metric

US restaurant industry jobs

Adults who ever worked in

restaurants

Restaurants as first job

Foreign-born restaurant workforce

New tourism & hospitality jobs
2024

Labour informality rate in Latin
America and the Caribbean (H1
2025)

Value

15.7 millones (2026) — 17.3
millones proyectados a
2036

67% (78% of Gen 2)

51% of adults had their first
job in the sector

23% of the sector workforce
(2026)

27.4 millones creados en
2024

46,7 % (2025)

Source

National Restaurant Association 2026

National Restaurant Association 2026

National Restaurant Association 2026

National Restaurant Association 2026

WTTC 2024 (via EHL Insights)

ILO: Labour Overview 2025 of Latin America
and the Caribbean (press release, in Spanish,
2025)
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