More employees report floundering financially
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"There are three factors that have contributed to this lack of financial health: stagnant wages, over-reliance on credit and the rising cost of living, particularly gas prices," says ComPsych CEO Richard Chaifetz. He adds that following the holiday season, employees may have amassed "even more debt, which will be felt more keenly through increased minimum payments on credit cards." 

But even before consumers began their holiday spending, ComPsych in September reported a 29% increase in calls from employees asking about how they could file for bankruptcy under new federal legislation that took effect in October. 

Another study by E. Thomas Garman finds that one in four employees is suffering from serious financial distress. Of those, between 40% and 50% say their health is negatively impacted, and 80% admit dealing with their financial issues at work. 

Such numbers are a concern for employers, as research shows increased health problems stem from financial distress - including high blood pressure, weight gain and even substance abuse - equaling higher medical costs. Further, when employees are fretting about finances, productivity slumps. 

Darryl Reed, a principal with Minneapolis-based financial education firm askAFS, says offering more financial planning services would help. "Employers have a hard time connecting the dots that if employees aren't worried about their finances, they will have less absenteeism and be more productive," he says. "It's very intangible," unlike the outcomes achieved from health interventions. 

"Plus," Reed adds, "there's a disconnect between what services employees need and the services employers offer. A lot of employers think they have financial counseling covered, but they think it means someone to help employees plan for retirement. But we're getting calls from people who can't pay their monthly bills." 

Although many EAPs help employees deal with financial issues, Reed argues that a "you-get-what-you-pay-for" syndrome is plaguing EAPs. 

"The EAP industry is sort of in a graveyard spin on this issue," he says. "Pricing is eroding because providers are bowing to pressure from employers, and you have to wonder what kind of service are employees really getting if this is all we're paying. EAPs are trying to be everything to everyone and end up being little to few and nothing to most." 

Reed advocates that employers offer comprehensive financial education separate from an EAP that will teach employees basic finance. 

"When you boil it down, most people live outside their means, and don't have a spending plan," he says. "But people need multiple touches to show them how to be better managers of their money, not just a one-time call," he says. "Lifestyle changes can't be made with just one call." - K.M.B. 

The Money Pit 

Increasing financial woes are leading to health, productivity and personal issues for American workers, and fiscal and productivity issues for employers. 

* One in four employees reports suffering from severe financial distress. 

* 28% were worse off financially in 2005 than in 2004. 

* 40%-50% say their financial stress has negatively impacted their health. 

* 80% report they deal with financial issues at work, including communication with creditors. 

* 15% say financial stress has negatively affected their work productivity. 

* 80% are interested in workplace financial counseling and would use the service if it were offered to them. 

* Financial stress costs employers an estimated $15,000 per affected employee. 

* Improving employees' financial well being can result in a 30% boost in productivity and improve a company's financial performance. 

Sources: ComPsych, Financial Literacy Partners, Halogen Private Wealth Services and the Journal of Employment Counseling. 

 

