Workshops teach employees keys to financial wellness
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Employers have long known that a happy worker means a more productive worker. Increasingly, companies are finding that the same holds true when it comes to an employee’s finances.

“The link between wellness and financial education is relatively new,” said William “Bill” Pomeroy, president of the EDSA Group. “Research has shown that additional anxiety levels, additional stress levels contribute immensely to the cost of health care.” Employers have known for years that people with lower incomes and financial problems have higher health-care costs, Pomeroy said, but more recent research has linked financial problems to lower productivity and higher health costs.

Employees with financial problems miss more work and waste more time on the job dealing with those problems. Absenteeism and wasted work time handling personal finances costs employers $450 in lost productivity per financially distressed worker, according to a Virginia Tech study.

Reducing those costs for employers is why the Louisiana Health Care Alliance, whose members have 480,000 workers, retirees and dependents, has introduced workplace financial education as a means to lower health-care costs.

LHCA is partnering with EDSA Group to provide onsite education programs to employees, said Butch Passman, executive director of the alliance. The seminars can help workers make informed decisions about their personal finances, as well as their employer’s benefit plans.

“Every young family I know, they’re all worried about money. I imagine some older folks are, too,” Passman said.

Passman said EDSA’s programs have already generated good results for several LHCA members, providing a sound return for the investment.

Valero Energy Corp. held a series of workshops in late August for employees at the Norco refinery, said human resources director Ron Guillory. Around 80 people attended the seminars.

“Working in HR, we see first-hand that employees get in binds, and we have employee assistance programs to help them,” Guillory said. “Sometimes it’s not their fault. Sometimes it’s poor money management.”

Valero felt that with all of the emphasis on preventive health care and wellness, it made sense to take the same approach for workers’ financial well-being, Guillory said,

Pomeroy cited research that shows more than half of employees live paycheck to paycheck, and 69 percent of those surveyed say they are very concerned or extremely concerned about making ends meet.

E. Thomas Garman, president of the nonprofit Personal Finance Employee Education Foundation Inc., said it’s only a matter of time before all employers adopt financial training.

The reason?

Employers can cut health-care costs by $300 for each employee who improves his or her financial behaviors and financial well-being, Garman said. In addition, employers can improve productivity by $450.

Employers who offer flexible benefits accounts could realize additional savings of $1,274 by improving employee financial literacy, Garman said,

“Financially troubled employees are like sharks swimming around the workplace taking bites out of the bottom line,” Garman said.

Garman said the cost for financial education seminars is around $300 per employee.

That’s chicken feed, Garman said, less than 1 percent of what the company is already investing in a worker who makes $40,000 a year including benefits.

In exchange for a tiny investment, the employer gets a healthier, more productive worker, which means more profits for the company, Garman said.

Garman said the Personal Finance Employee Education Foundation’s research shows that 25 percent of workers will improve their productivity, and most of those people turn the corner in the first year.

But some people need more help, Garman said. Four percent to 5 percent of employees would benefit from a debt management program with credit counseling.

“There really are that many train wrecks out there. I’m not talking about that 15 percent or 20 percent or 30 percent of people that are financially stressed. I’m talking about people who just don’t have a clue, and their bills are overdue, and they’re getting hassled by creditors, and they need somebody to manage their money and pay their bills,” Garman said.

The nonprofit credit counseling industry can provide that service for a minimal setup fee and a monthly service fee, Garman said.

He expects members of the Fortune 100 to adopt financial education programs within five years. Once that happens, everyone else will follow, Garman said.

“I think when the numbers smack you in the face, and hit that CFO (chief financial officer) right in the eye, then they’ll start to pay attention,” Garman said. “We no longer do things in corporate America because it feels good.”

Most employers want to see results for their money, Garman said, although some companies remain paternalistic and somewhat benevolent when it comes to employee benefits.

For example, home improvement retailer Lowe’s philosophy is that it wants “wow” benefits, Garman said. Hotel company Marriott has a similar philosophy.

Those employers realize they have to compete for good workers, and financial education is a wrinkle most firms don’t provide, Garman said.

Pomeroy said EDSA has been doing financial education workshops since 1993,

The company’s focus has been on managing health-care costs to prevent those costs from becoming unaffordable, he said. The workshops provide a kind of “bully pulpit” to explain to employees that they have to become good consumers of health care because the workers are the ones who pay in the long run.

“What we try to do is get people to understand that if they just go to the first place the doctor mentions for an MRI, and it’s $900, if they don’t shop around and find one for $600, they’re the ones that are eventually going to pay for it,” Pomeroy said. “Because the company’s premiums are going to go up, and as a result of that, their (workers’) premiums are going to go up.”

It’s only recently that EDSA has been talking about the link between health-care costs and financial education, Pomeroy said.

“Wellness is a byproduct of teaching employees how to manage their money better,” Pomeroy said.

