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QUICK VERDICT

Verdict: for Latin America's gastronomic MSME, the Short Supply Chain (SSC) mapped
with Geographic Information Systems cuts food cost variance by 3 to 8 points and
shortens inventory days versus the long chain with multiple intermediaries. The long chain
wins only on volume and commodity standardization. For a 1-to-10-location operator with
suppliers within a <150 km radius, the GIS-based SSC is the architecture of lowest
structural vulnerability and highest local economic development density.

* White Pa per Technical document - C-Suite & multilateral banking - 13 minread - 2026-07-09

INTELLECTUAL PROPERTY OF MASTERESTAURANT® — EXCLUSIVE FOR SECTOR LEADERS
MSMEs are 99% of Latin America's firms and hold 61% of formal employment but only 25% of output, per

ECLAC (CEPAL): a productivity gap the gastronomic MSME carries with particular severity given its exposure to
input costs.
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In that context, choosing between a Short Supply Chain (supplier within two links of the restaurant) and the
traditional long chain is not a logistics call: it is a decision about credit risk, business mortality, and local agri-
food linkage density.

This white paper compares both architectures through development economics, with Geographic Information
Systems as a territorial pre-feasibility layer, translating each point of food cost variance into its equivalent in
employability and unit viability under SDGs 8, 9, and 12.

SIDE-BY-SIDE COMPARISON

Side-by-side comparison

SHORT SUPPLY CHAIN LONG CHAIN WITH MULTIPLE
(SSC) + GIs INTERMEDIARIES

Typical food cost variance X  3-6% of served cost v 8-14% of served cost

Links between origin and X 1-2links v 4-6links

kitchen

Perishable inventory days X 2-4 days v 7-12 days

Food loss and waste (FLW) X 8-12% of input v 18-25% of input

Exposure to price shock X  Low: direct contract v' High: margin stacked per link

(elasticity)

Linkage to local jobs (SDG 8) X High: spillover within <150 v Low: leakage to intermediaries
km

Startup CapEx X Medium (GIS + agreements)  v* Low (spot purchase only)

Chapter 1 — How much food cost variance does
the short supply chain cut versus the long chain?

The Short Supply Chain cuts between 3 and 8 points of food cost variance versus the long chain with
multiple intermediation, because it eliminates the stacked margin that each middleman adds on top of
the origin price.

| have seen it in dozens of operations: when the owner buys within fewer than two links, price stops being a hid-
den variable and becomes a controllable theoretical cost. The arithmetic matters. With a sector net margin of
just 3 to 9% according to Statista, recovering three food cost points doubles or triples a gastronomic MSME's
profit. And this is no small thing: 99% of Latin American firms are MSMEs, concentrating 61% of formal employ-
ment but only 25% of output, according to ECLAC. Restaurant MSMEs carry that productivity gap hard, given
their exposure to perishable input costs. Geographic Information Systems turn purchasing into a territorial pre-
feasibility decision: instead of buying from whoever shows up at the door, the operator maps suppliers by radius,
seasonality and territory risk before signing.
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Chapter 2 — GIS as a territorial pre-feasibility layer before signing with a supplier

GIS overlays distance, perishability and local agri-gastronomic linkage density into a single layer. Al
Masterestaurant we translate that map into real inventory days: a short radius lowers stock coverage and, with
it, spoilage. It matters because waste is buried money. The IDB's SDG 12.3 target seeks to cut per capita food
waste 50% by 2030, with pilots in Mexico, Colombia and Argentina under the #SinDesperdicio initiative (RG-
T3880). Every buried ton of food emits methane: the EPA estimates that 61% of that landfill methane escapes
uncaptured into the atmosphere. GIS attacks that cost before it happens. The long chain only dominates in low-
perishability, high-volume commodities, where standardization and scale pricing outweigh freshness: olil, flour,
sugar, dry grains. There the stacked intermediation margin is offset by volume and consolidated logistics lower
the unit cost. But that scenario is the exception, not the rule.

Chapter 3 — When is the long chain still the right call?

In Mexico, 96 out of every 100 restaurant units are microenterprises and employ 70 of every 100 people
in the sector, according to INEGI 2022;

they operate close to the customer, with low tickets and frequent fresh-product buys. For that 96%, the long
chain's advantage rarely offsets the food cost variance that multiple intermediation introduces. The mistake | see
again and again: a diner owner buying tomatoes and cilantro through the same channel he buys oil. Segment
your sourcing: commodity via the long chain, fresh via the short chain. Choosing between the short and long
chain is not logistics, it is a credit-risk and business-survival decision. In Colombia only 34 of every 100 firms
created survive to their fifth year, according to Confecamaras cited by Bloomberg Linea; uncontrolled food cost
is one of the first cracks that sink the unit. The short chain frees working capital: fewer inventory days mean less
cash locked in cold storage.

Chapter 4 — Credit risk and business mortality: why sourcing defines survival

This is critical when 70% of MSMEs in emerging markets lack adequate financing to grow, according to the IFC
and World Bank 2024. Without cheap credit, the restaurateur's only bank is his own cash flow. Cutting three to
eight points of food cost variance and compressing inventory is, in practice, injecting liquidity without going to
the bank. The short chain doesn't just lower costs: it finances the operation from within. Every peso the short
chain keeps within a 150-kilometer radius activates formal employment and densifies local agri-gastronomic link-
age, a development impact the long chain dissipates toward distant intermediaries. This connects directly to
SDGs 8, 9 and 12: decent work, industry and infrastructure, and responsible production. The urgency is demo-
graphic: roughly 1 in 5 young people in the region neither study nor work, according to the ILO, and the restau-
rant sector is a real mobility ladder. The National Restaurant Association reports that 9 of every 10 managers
and 8 of every 10 owners started at entry level.

Chapter 5 — Local linkage: every peso kept within 150 km activates formal employment

Short sourcing buys from nearby producers, and those producers hire nearby. GIS lets you measure that territor-
ial multiplier: it is not philanthropy, it is designing procurement so that low food cost and local jobs become the
same accounting move. The MSME digitizes its sourcing starting with the purchasing data, not the online store,
and that is the order | recommend. The gap is huge: more than 70% of Latin American MSMEs have no internet
presence, and of those that are online, more than 60% keep a passive presence with no digital transactions, ac-
cording to ECLAC 2024. Translated to sourcing, that means logging every purchase with supplier, origin price
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and kilometers traveled on a geo-referenced sheet before investing in expensive software. GIS can start with a
simple supplier map by radius. At Masterestaurant we first build theoretical cost per dish with that real data, and
only then automate. The correct sequence: first measure food cost variance with your own data, then map the
territory, then digitize.

Chapter 6 — How does the MSME digitize its sourcing if it isn't even online yet?

Skipping the data is building on sand. The short chain closes the waste loop better because the opera-
tor who knows the origin also controls spoilage better and can valorize residues locally.

Composting and food-waste valorization achieve up to 30% methane reduction, according to Springer Nature
2025. The underlying figure is stark: the EPA calculates roughly 34 tons of fugitive methane for every 1,000 tons
of buried food. Short sourcing, with fewer inventory days and fresher product, generates less waste to bury from
the start. And whatever is left travels little to return to the field as compost within the same 150-kilometer radius.
So low food cost and SDG 12 sustainability stop competing: they reinforce each other. Diego F. Parra's verdict is
blunt: for the Latin American gastronomic MSME, a short chain mapped with GIS means cheaper, more liquid
and cleaner sourcing. Start by measuring your food cost variance this week.

Chapter 7 — Differences that decide margin and impact

The SSC turns food cost from a hidden variable into a controllable theoretical cost: fewer links let the operator
see the origin price and remove the margin the long chain stacks at each intermediary. GIS turns purchasing
into a territorial pre-feasibility decision: instead of buying from whoever shows up, the operator maps suppliers
by radius, seasonality, and territory risk before signing. The long chain only dominates in low-perishability, high-
volume commodities where standardization outweighs freshness; for the 96% of micro-scale restaurant units op-
erating close to the customer, that edge rarely offsets food cost variance. Development impact is asymmetric:
every peso the SSC keeps within a 150 km radius activates formal jobs and linkage; the same peso in a long
chain leaks to intermediation.

POINT BY POINT

Criterion-by-criterion comparative analysis

FOOD COST VARIANCE CONTROL

A - SHORT SUPPLY CHAIN (SSC) + GIS The B - MASTERESTAURANT The long chain
SSC cuts variance to 3—6% of served cost carries 8-14% variance from the margin
by exposing the origin price and removing each link adds over the input.

stacked margin.

Verdict: SSC wins: turns a hidden variable into a contracted theoretical cost.
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FOOD LOSS AND WASTE (FLW)

A - SHORT SUPPLY CHAIN (SSC) + GIS 8— B - MASTERESTAURANT 18-25% from
12% of input thanks to shorter transit and long transit and cold-chain breaks
a short cold chain. between links.

Verdict: SSC wins: less FLW is margin and progress on SDG 12.3.

LOCAL ECONOMIC DEVELOPMENT IMPACT

A - SHORT SUPPLY CHAIN (SSC) + GIS B - MASTERESTAURANT Value leakage to

Spillover within <150 km: activates formal intermediaries: low local linkage.
jobs and SDG 8 and 9 linkage.

Verdict: SSC wins: every peso retained in the territory is employment and productive density.

CAPEX AND STARTUP SPEED

A - SHORT SUPPLY CHAIN (SSC) + GIS B - MASTERESTAURANT Near-zero
Medium CapEXx: requires GIS and direct CapEx: immediate spot purchase with no
agreements before operating. infrastructure.

Verdict: Long chain wins only here: useful as a bridge while the SSC is being mapped.
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RESILIENCE TO PRICE SHOCK

A - SHORT SUPPLY CHAIN (SSC) + GIS

Low exposure: direct contract insulates

from speculative spikes. shock.

Verdict: SSC wins: lower structural vulnerability to input inflation.

SIDE-BY-SIDE COMPARISON

Short Supply Chain + GIS LOWEST STRUCTURAL VULNERABILITY

X

X

Food cost variance of 3—6% through direct input traceability.

FLW of 8-12% versus 18-25% in the long chain.

Economic spillover within a 150 km radius: activates SDGs 8 and 9.

Territorial pre-feasibility with GIS before committing CapEx.

Direct contract that insulates the operator from speculative intermediation.

Long chain with multiple intermediaries MASTERESTAURANT

v

v

Standardization and volume for low-perishability commodities.

Near-zero startup CapEx: spot purchase only.

Margin stacked per link that erodes contribution margin.

FLW of 18-25% from transit times and cold-chain breaks.

Value leakage to intermediaries: low local linkage.

SIDE-BY-SIDE COMPARISON
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Side-by-side comparison

SHORT SUPPLY CHAIN
(SsC) + GIs
Typical food cost variance X 3-6% of served cost
Links between origin and X 1-2links
kitchen
Perishable inventory days X 2-4 days
Food loss and waste (FLW) X  8-12% of input
Exposure to price shock X Low: direct contract
(elasticity)

Linkage to local jobs (SDG 8) X High: spillover within <150
km

Startup CapEx X Medium (GIS + agreements)

THE NUMBERS THAT MATTER

Indicators framing the decision

99 %

of Latin American firms are MSMEs (61%

of formal employment, 25% of output)

OF 100

restaurant units in Mexico are micro-enterprises,
employing 70 of every 100 sector workers

ok

OF 100
firms created survive to their fifth

year (Colombia, Confecamaras)

50 %

per-capita food waste reduction target by 2030 (SDG
12.3; IDB pilots in Mexico, Colombia, Argentina)

LONG CHAIN WITH MULTIPLE
INTERMEDIARIES

v

v

8-14% of served cost

4-6 links

7-12 days
18-25% of input

High: margin stacked per link

Low: leakage to intermediaries

Low (spot purchase only)
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30 %

methane reduction achievable through

composting and food-waste valorization

70 %

of MSMEs in emerging markets
lack adequate financing to grow

VISUALIZATION

The numbers, visualized

of Latin American firms are MSMEs (61% of formal employment, 25% of output)

G

restaurant units in Mexico are micro-enterprises, employing 70 of every 100 sector workers

G

OF 100

firms created survive to their fifth year (Colombia, Confecamaras)

G

OF 100
per-capita food waste reduction target by 2030 (SDG 12.3; IDB pilots in Mexico, Colombia, Argentina)

G 50%

methane reduction achievable through composting and food-waste valorization

G

of MSMEs in emerging markets lack adequate financing to grow

G

Sources: ECLAC (CEPAL) — MSMEs in Latin America - INEGI 2022 - Bloomberg Linea / Confecamaras - IDB —

#SinDesperdicio (RG-T3880) - Springer Nature 2025

Chart by masterestaurant.com

REAL CASE
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https://masterestaurant.com/

“We mapped twelve producers within a 120 km radius using GIS and signed direct contracts with four. In
one quarter, the restaurant's food cost variance fell from 12% to 5% of served cost and perishable losses
went from 22% to 10%. It wasn't magic: it was removing three intermediaries and seeing the origin price.
That recovered margin sustained two formal jobs the cash flow couldn't hold before.”

— Diego F. Parra, Masterestaurant — on a three-location operation linked to local producers
HOW TO APPLY IT IN YOUR RESTAURANT

How to implement the GIS-based Short Supply Chain in 90 days

@ Food cost variance diagnosis and link map
Before touching suppliers, quantify theoretical vs. actual cost per input and count current links.
The operating formula: Food Cost Variance = (Actual Cost — Theoretical Cost) / Sales. Above
8% of served cost, intermediation is draining contribution margin and the SSC is a priority, not
an experiment.

@ Territorial pre-feasibility with GIS
Map suppliers by radius (start at 150 km), seasonality, capacity, and territory risk. GIS is not a
pretty map: it is the layer that discards logistically unviable suppliers and prioritizes those that
cut inventory days. This is where you decide where to sign before committing CapEx.

@ Direct contract and quality protocol
Replace spot purchasing with volume and quality agreements with 3-5 producers in the radius.
Fix price, frequency, and receiving standard. This step turns food cost from a speculative
variable into a contracted theoretical cost and insulates the operator from the long chain's
stacked margin.

@ Quarterly monitoring and evaluation (M&E)
Instrument KPls at 3, 6, and 12 months: food cost variance, inventory days, FLW, and linked
local employment. M&E is not bureaucracy: it is the evidence a multilateral bank officer or your
board requires to scale the model and unlock financing.

FAQ

Frequently asked questions

Is the Short Supply Chain for a single location or only for multi-unit?

It works especially well for 1 to 10 locations. 96% of Mexico's restaurant units are micro-enterprises (INEGI
2022) operating close to the customer: exactly the profile where the SSC cuts food cost variance without heavy
logistics CapEx. Multi-unit scales it with GIS.
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How much food cost variance can a well-run Short Supply Chain cut?

In practice, moving from a 4—6-link long chain to a 1-2-link SSC lowers food cost variance from a range of 8—
14% to 3—6% of served cost by removing per-intermediary stacked margin. The recommended upper limit for
per-dish food cost remains 32%.

Why a GIS and not a simple supplier list?

Because GIS turns purchasing into territorial pre-feasibility: it maps radius, seasonality, and territory risk before
signing. A list tells you who to call; GIS tells you who cuts inventory days and losses, and discards unviable
suppliers before you commit capital.

How does this relate to the SDGs and multilateral banking?

The SSC activates SDG 8 (linked formal employment), SDG 9 (local productive infrastructure), and SDG 12.3
(FLW reduction; a 50% target by 2030 per the IDB). That M&E-measurable linkage is what an IDB or World
Bank program officer requires to finance scale-up.

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

Tenencia de cuenta financiera en 70% de los adultos de ALC tenia una cuenta Banco Mundial,
América Latina y el Caribe 2024 financiera en 2024 (vs. 39% en 2011) Global Findex 2025
Cuentas de dinero moévil en ALC 37% de los adultos report6 tener una cuenta de Banco Mundial,
2024 dinero moévil en 2024, +15 puntos frente a 2021 Global Findex 2025
Brecha de género en cuentas 66% de las mujeres tenia cuenta financiera frente a Banco Mundial,
financieras en ALC 2024 74% de los hombres (brecha de 8 puntos, 2024) Global Findex 2025

13,7% de los hogares —47,9 millones de personas en
18,3 millones de hogares— vivio inseguridad USDA ERS 2024
alimentaria en 2024

Inseguridad alimentaria de
hogares en EE. UU. 2024

Inseguridad alimentaria en 18,4% de los hogares con nifios (6,7 millones) vivié
. . . . . USDA ERS 2024
hogares con nifios EE. UU. 2024 inseguridad alimentaria en 2024
o o La hosteleria aporta GBP 93.000 millones a la
Contribucion econdémica de la i . . oo
economia y GBP 54.000 millones en impuestos UKHospitality 2024

hosteleria del Reino Unido
(2024)
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https://www.worldbank.org/en/publication/globalfindex/report
https://www.worldbank.org/en/publication/globalfindex/report
https://www.worldbank.org/en/publication/globalfindex/report
https://www.ers.usda.gov/publications/pub-details?pubid=113622
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Propiedad Intelectual de Masterestaurant® — Exclusivo para Lideres de Sector - masterestaurant.com
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