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SQUEEZING THE BALLOON OF 
CONSUMER PRICING—SUBSIDY VS. P&L
So, you've been through the thought process of free food or not free food for your workforce. But now the 

dilemma is—do your employees pick up the entire cost of their meal or do you subsidize? And if so, by how much?

First of all, let’s explore the reasons why you provide employee amenities and benefits in the first place. 

That’s obvious, isn't it? It's to attract and retain the best talent, to increase productivity, and to keep your 

workforce on campus. Creating a great place to work means creating a place where people are engaged, 

collaborate, create, and ultimately are more productive—or is it that you feel you ought to?

Hopefully, when you ask yourself that question, the last option isn't on the top of your list or even on your list 

at all.

The right investment in your food service and employee amenities is essential as an important tool in 

creating a great place to work, influencing health and well-being, and promoting productivity. 
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Organizations spend hundreds of millions of dollars on employee engagement programs, yet their scores 

on engagement surveys remain abysmally low. How is that possible? Because most initiatives amount to 

an adrenaline shot. A perk is introduced to boost scores, but over time the effect wears off and scores go 

back down.

WHAT IS YOUR ENTERPRISES SENSIBLE LEVEL OF INVESTMENT AND 
MULTIPLE OF RETURN?

Would you invest, say, 

$1 MILLION 
in a food program if the  

potential returns were 

FIVE TIMES 
that amount?

Is an investment of 

$1.00 A DAY 
PER EMPLOYEE 

MATERIAL? 
Is a $3.00, $5.00, or even $7.00 

investment unreasonable?

What is your organization's 

TOTAL 
INVESTMENT 
in the total employee package— 

healthcare, retirement, and perks 

such as a company car?

 • Great Place to Work Institute 

Top 100 companies typically 

perform twice as well as their 

contemporaries who are not 

on the list. 

 • 100 Percent of those 

companies invest in 

employee amenities, 

including food service 

options for their employees.

 • Companies with robust links 

between health and wellness 

programs, fitness, lifestyles, and 

food have healthier workforces 

and lower healthcare costs than 

those that don't.

 • Companies that have food service 

available within a five-minute 

commute from workstations 

increase productivity by up to 

20 minutes per day for each 

employee, a potentially huge 

productivity impact on your business. 

TO INVEST IN EMPLOYEE AMENITIES OR NOT? THAT IS THE QUESTION.

“...[C]ompared with the other companies I 
studied, those that invested most heavily 
in employee experience were included 
28 times as often among Fast Company’s 
Most Innovative Companies, 11.5 times as 
often in Glassdoor’s Best Places to Work, 
2.1 times as often in Forbes’s list of the 
World’s Most Innovative Companies, 4.4 
times as often in LinkedIn’s list of North 
America’s Most In-Demand Employers, 
and twice as often in the American 
Customer Satisfaction Index.”

— Jacob Morgan

And they

outperformed the

S&P 500, the

NASDAQ, Fortune’s

100 Best

Companies to Work

For, and

Glassdoor’s Best

Places to Work, in

addition to the

other organizations

I studied, by

considerable

margins.

 

Looking at the data, it’s clear that there is a significant return to organizations that focus on

employee experience over the long term, not just engagement in the here and now. Adobe, for

instance, has an EVP of customer and employee experience and is making considerable investments

in real-time employee feedback programs, beefing up diversity and inclusion efforts, giving

employees access to consumer-grade technologies, and building workspaces according to multiple

floor plans to accommodate different styles and preferences. LinkedIn and Accenture both host HR

hackathons, where employees help break down and rebuild the people and HR functions to reflect

the work that they really do (and need to do). Airbnb treats its physical space like software: The

company is constantly experimenting with different layouts and floor plans, and employees get to

volunteer to design and build their conference rooms, with a modest budget. KPMG and the San

Diego Zoo do an amazing job of telling their organizational story and helping employees understand

the impact their contributions have on the organization, which fosters a feeling of belonging and

purpose.
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AN EMOTIVE SUBJECT: COMPANY 
CARS—A PERSONAL PERSPECTIVE
While living in the UK, the company I worked for 

merged with another. In sales, we were very well 

looked after in terms of salary and commission 

and had the pick of the crop of company cars. 

I was happy with my BMW 5 Series—not quite 

an M5, but not far off. One of our newly merged 

operations directors (who was technically more 

senior) shared her jealousy and demanded 

a BMW. She was denied and she left shortly 

afterwards.

Arriving in Sydney with my shiny 

desk overlooking the Sydney Harbor 

Bridge, I sped down the elevators 

to the parking garage below to find 

a suitably equipped and brag worthy vehicle with 

leather seating, satellite navigation, and a decent 

grunt under the hood.

In both instances, I felt good, valued, appreciated 

and content. But company car ownership isn't 

always like that.

Our family car was a top-of-the-range Ford 

Explorer, platinum with all the bells and whistles. 

Cream leather, limited edition wheels, grill, chrome 

trim, electronics in every nook and cranny, and an 

engine that had boost. With its alloys and external 

special touches, it had its own street appeal.

The company I worked for also offered me a Ford 

Explorer as my company car. I tried to upgrade to 

leather, satellite navigation, bells and whistles. I 

was denied and the bottom-of-the-range, gutless, 

base model arrived that even my eight-year-old 

daughter refused to even get in, never mind let 

me drop her off at school with! 

I hated the car every time I got in 
it and resisted the temptation to 
translate that resentment to my 
otherwise very generous and caring 
employer. This car was a source of 
demoralization and the opposite of 
what I am sure was the original intent.

NOW HERE IS THE THING:

That top-of-the-range Ford Explorer, fully 

loaded cost us $54,000 and I leased that over 

four years. The bottom-of-the-range version 

was $32,000 over the three-year lease. The 

difference was less than $8.00 a day!

Was the difference between having a very highly 

motivated, valued employee versus potentially 

resentful, disengaged employee worth $8.00 a day?

Think about your individual and family healthcare 

plans with, in most cases, a co-pay element. Do 

people want to scrimp and save on their family’s 

health, or do you as an employer make it as 

attractive as possible to motivate and retain your 

talent?

The range and quality of employee 
amenities gives a strong signal 
of how you value your employees 
and drives their loyalty and 
engagement.
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FAST FOOD VS. YOUR FAVORITE NEIGHBORHOOD RESTAURANT
So, it’s Saturday evening and you want to take the family out for a nice meal. With bills to pay, kids, school 

fees, and the mortgage to consider, Michelin-starred restaurants are an annual occasion. McDonald's 

certainly has its place in the food chain, but is it your first choice for the family meal? Not likely.

McDonald's is one of the most successful food businesses on the planet: great product, great consistent 

experience, and pioneer of creating a great brand. Yet on this occasion, the neighborhood family 

restaurant trumps McDonald's every time, despite being much more expensive.

It’s all about the experience you want to create; treat your family to that 
evening, that occasion, talk, discuss, share, dwell, and enjoy the moment. 
Exactly the same can be said for the workplace dining experience.
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WHAT IS THE RIGHT FOOD EXPERIENCE FOR YOUR EMPLOYEES?
I've always been interested in the different types of food experiences and how they fit in culturally. Here 

are some of the examples I have seen around the world:

With insights like this, we build food and employee amenity programs that are right for your business, 

right for the culture, and at the right price point that will be a motivating factor, not a cost.

SHANGHAI, CHINA
Rice bowl, protein bowl, noodles, tea, chopsticks, 
all on a tray, eat, little interaction between diners, 15 
minutes,back to work—$3.00

PARIS, FRANCE
Chicken cassoulet, flageolet white beans, 
glass of wine, espresso, bench seating, 
intimate conversation, shoulder to 
shoulder, 45 minutes, back to work—$20

LONDON, UK
Head down to the pub, fish and chips, pint (or 
two) of beer, small teams, sarcasm, humor and 
laughs, 45 minutes, back to work—$15

DELHI, INDIA
Local street vendors show up at 
noon with the variety of street foods: 
stews, pakoras, bhaji, chat, communal, 
conversation, back to work—$1.00

NEW YORK, USA
Office 8:00 AM, suit and tie, high boss visibility, 
breakfast, dash to the deli, couple of bites, 15 
minutes, back to the desk, back to the grind, stay 
till 6:00 PM, make a point of saying bye to the boss, 
home, repeat—$10.

SANTIAGO, CHILE
Lunch together as a group, soup and/ 
or salad, main meal, dessert, coffee, 
stroll together in the grounds, back to 
work as a group, 45 minutes—$8.00

SYDNEY, AUSTRALIA
At office by 8:59:59 AM, order sandwiches 
in for lunch, eat at desk, continue working 
through, Happy Hour at 4:00 PM, head into 
city for drinks and dinner—$6.00

SAN FRANCISCO, USA
Work out, breakfast, cycle to office, 
arrive at 9:45 AM, grab local roaster 
coffee, plug in to open workspace, 
communal working, break for team 
lunch, meeting, local, organic, 
sustainable cuisine, collaborate through 
the day, supper at work, cycle home, 
drinks, repeat—$7.00
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COST IS A BALANCE OF COMPLIANCE AND CUSTOMIZATION
If you have ever been lucky enough to eat at a Michelin-starred restaurant, then you no doubt 

enjoyed the heightened food and service experience. You also probably swallowed pretty hard on the 

presentation of the bill at the end of the evening.

You've probably also been on the road, hunger kicks in and you visit a gas station for a carpet sandwich 

and a coffee, brewed probably six hours ago. Billions of people visit fast food restaurants every year for 

convenience. 

If we are free of restrictions, where would we really choose to go?

Our insights tell us the answer in the premium business sectors such as technology, financial services, 

and social media as they battle (and win) the war for talent:

 • Where food is delicious  

and meets one's palate

 • Welcoming, comforting,  

relaxing and culturally appropriate

 • Healthy, authentic,  

local, and sustainable

 • A sense of satisfaction  

and the balance of the above

The comparison of the Michelin-starred restaurants and fast food is driven by compliance vs. 

customization. The more an operation is compliant with cost focus (think the gas station), the more the 

cost is lower and the more customized (Michelin-starred restaurant), then the cost is higher. 

Compliance vs. customization is a great way to look at the conundrum in the context of where do you 

want the needle to be in terms of quality, authenticity, experience, and ultimately satisfaction?

COST COMPLIANCE CUSTOMIZATION

FOOD COST LABOR COST QUALITY SERVICE EXPERIENCE

As an organization, are you committed to providing a food service operation because you have to, or do 

you believe in the investment and returns as a result?

What is the experience you want to provide and at what cost to the employee vs. the enterprise?
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$6.85 CONVENIENCE 

COST  

BRAG FACTOR 

SATISFACTION 

$7.67 CONVENIENCE 

COST  

BRAG FACTOR 

SATISFACTION  

$7.92 CONVENIENCE 

COST  

BRAG FACTOR  

SATISFACTION  

$11.95 CONVENIENCE 

COST  

BRAG FACTOR  

SATISFACTION  

$12.00 CONVENIENCE 

COST  

BRAG FACTOR  

SATISFACTION  

$12.75 CONVENIENCE  

COST  

BRAG FACTOR  

SATISFACTION  

$15.00 CONVENIENCE  

COST  

BRAG FACTOR  

SATISFACTION  

Neighborhood  
Grill

$25.00 CONVENIENCE 

COST  

BRAG FACTOR  

SATISFACTION  

What are the choices for me in my workplace?

P&L VERSUS 
SUBSIDY
So what are the 

experiences? What 

do they cost? What 

are they comparable 

with? What are you in 

competition with for 

your workforce?

The following is a chart 

of what an average, 

comparable lunch time 

meal costs at these 

popular lunch locations:
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Convenience 
Pricing

Population 
Access (5 min.)

Offering 
Preferences

Participation 
Average Check

Sales 
Subsidy

CONVENIENCE

The convenience of the food service operation is 

a key driver. The single reason why a consumer 

doesn’t use a food service operation is the length 

of wait time.

PRICING

On-premise business dining programs are more 

sensitive than their retail counterparts by far. 

As pricing goes down, subsidies increase and 

participation rises.

POPULATION

The size of the on-site population drives sales 

volume and the relationship between the ability to 

recover labor, direct costs, and efficiencies of scale.

ACCESS

According to the Society of Hospitality & Food 

Service Management, even quality operations that 

are more than a five-minutes food commute from 

the workstation will be dramatically diminished 

in participation. Proximity to other offerings 

elsewhere is also key.

OFFERING

Environment, food quality, and experience create 

a place people choose to be and vote with their 

feet...and their dollars.

PREFERENCES

For cuisine, cultural alignment, authenticity, 

variety, knowing your customer is critical.

PARTICIPATION

The historic trend of measuring lunch 

participation is now flawed, as lifestyles and 

work styles have changed. The most appropriate 

measurement is "How many of your employees 

does the program get to in any one day?"

AVERAGE CHECK

This is the tolerance of the consumer of what they 

are prepared to pay in exchange for the overall 

experience vs. what the employer is prepared  

to subsidize.

SALES 

A $10 meal is still a $10 meal, wherever you choose 

to take it. If you want the consumer to pay just 

$5.00, then the remaining $5.00 needs to be 

collected without the quality of the food being 

diminished.

SUBSIDY

When the employee is picking up the entire tab, 

participation goes down as they find less costly 

alternatives such as the cheese sandwich from 

home. Unsurprisingly, as the employer subsidy 

goes up, then participation rises. In the case of 

free food programs, participation typically exceed 

120 percent.

THE COMPLEXITY EQUATION
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TO SUBSIDIZE OR NOT TO SUBSIDIZE, THAT IS THE QUESTION.
It comes down to the questions posed earlier in this article and what the value your organization 

considers are important factors:

The answer to these questions will help you understand the level of investment you can justifiably 

consider in making into food and employee amenities and guide your decision of subsidy vs. P&L. 

Whatever happens, the cost of the benefit is still the cost and without compromising the quality of the 

experience, then the equation of the proportionate investment between consumer and enterprise must 

address the whole cost; a $10 meal is a $10 meal, and so on.

NO MATTER YOUR CONCLUSION, THERE ARE SOLUTIONS TO SUIT  
ALL NEEDS
These choices include: full free-food program, subsidized, P&L, enterprise approach, large campus 

solutions, multi-campus solutions with differing needs, full food service, small-site solutions, or snack-

and-beverage programs. There is a full range of solutions out there. Going through this thought process 

will help you come to the right long-term solution that meets the bigger strategic focus of your 

organization and the materiality of the investment versus return.

WHAT IS THE TOTAL COST PER DAY, 
PER EMPLOYEE FOR THE BENEFITS  

WE PROVIDE?

What does materiality look like to you?  

$1.00 a day, $5.00 a day, or $10 a day?

WHAT ARE THE POTENTIAL 
PRODUCTIVITY BENEFITS ASSOCIATED 

WITH A FOOD PROGRAM?

20 minutes a day per employee x the average 

hourly ($) x employees x annual days

WHAT ARE THE TOTAL ENTERPRISE 
HEALTHCARE COSTS,  
ABSENTEEISM RATE?

To what extent can an integrated food, fitness, 

and wellness program improve these? 

WHAT IS THE TOTAL COST OF TALENT 
ATTRACTION AND RETENTION AND 
HOW IMPORTANT IS THAT TO YOU?

To what extent can food service create an 

environment where people want to work?
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FOOD FOR THOUGHT!
While key drivers change from sector to sector, we do know there are four key areas of focus for employers 

as they invest in their employee amenity programs:

 

The answers to these questions determines the enterprise opportunity for your organization. Assessing 

the value of employee engagement, health and well-being, winning the war for talent, productivity 

improvement, or all four.

This assessment leads to what solutions are right for you, from a free-food program to an operation 

where your employees pay retail rates.

With free programs, you have 120 percent participation with the danger of instilling a sense of 

entitlement. Meanwhile, a retail operation risks much lower participation (the industry average is 36 

percent). There's also the risk that employees feel the food at work is just considered a necessary evil  

by their employer.

Whatever model you choose will drive the balance between customization and compliance. 

SQUEEZING THE BALLOON OF CONSUMER PRICING. 

THE DECISION TO SUBSIDIZE OR NOT IS ALL AROUND THE SELF ASSESSMENT 
CALCULATION AND THE RETURN ON INVESTMENT SPECIFIC TO YOUR ENTERPRISE.

HOW DO I CREATE AN ENVIRONMENT 
WHERE MY ASSOCIATES  

FEEL VALUED AND PROMOTE  
EMPLOYEE ENGAGEMENT?

HOW CAN I IMPACT HEALTH AND 
WELL-BEING OF MY ASSOCIATES? 

IMPROVE HEALTH, REDUCE 
ABSENTEEISM, HEALTHCARE COSTS?

HOW CAN I CREATE A RANGE 
OF AMENITIES THAT HELP MY 

ORGANIZATION ATTRACT AND  
RETAIN THE BEST TALENT?

WHAT SERVICES, WHERE AND WHEN 
CAN I PROVIDE THAT LEAD TO 
INCREASED PRODUCTIVITY?
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