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What is more important - your wealth or your health?

Down through the ages philosophers have debated the link between money and happiness but a growing body of research is telling us that while money may not be able to buy you love being stressed about not having enough money can dramatically affect your performance at work and even make you sick.

A US academic and author Dr Thomas Garman is in Australia to speak at a series of workshops and give a keynote address at next week's national conference on superannuation organised by the Australian Superannuation Funds Association (ASFA).

Dr Garman's research points to a direct link between people's sense of financial well-being and their productivity level at work. Professor Emeritus at Virginia Tech University Dr Garman argues employers often fail to understand the impact on their employees of poor spending or money habits and one of his key points is that companies that provide workplace education programs to help people manage their money better will get a payback in terms of productivity.

Dr Garman's research program sets out to quantify something that makes commonsense - when people are stressed about meeting credit card bills, car payments or mortgages they will be often distracted or showing signs of stress at work and therefore not performing their job to the best of their ability. He cites the US Navy as a great case study.

Now the world's largest navy may not be your typical workplace - lots of young men cooped up on ships for months at a time and then let loose for some intensive R&R when they hit port - but a research study done by the Military Family Institute estimated the cost of poor financial habits at more than $US200 million a year.

What Dr Garman's work is showing employers is that poor money habits is less about investment knowledge and more about good human resources management. Garman is working with an Australian company Money Solutions to develop a simple questionnaire to measure people's sense of financial well-being. He says in a typical workplace if you look at the people who rank themselves in the bottom 20 per cent in terms of financial well-being and then look at other basic measures like sick leave or productivity measures a company may have, there will generally be a clear link. "There is a strong correlation between financial wellbeing and productivity at work," Dr Garman says.

His message is straightforward - employers who invest in improving their worker's financial literacy will get a measurable payback in terms of productivity. What makes Dr Garman's message particularly timely is the introduction of choice of  superannuation fund on July 1 next year. A lot of companies and major super funds are grappling with how to handle the issue of financial education so that employees make sound decisions and do not change funds only to discover later that they have lost their life or disability insurance cover or that the new fund has higher fees than the existing fund.

The concept of financial well-being is not simply about making more money. Dr Garman says it is much more about having a strong sense of "being on track" whether that be to meet your retirement savings target or pay the school fees. Having a higher income is no guarantee of achieving a sense of financial well-being, Dr Garman says. "You see people on six figure incomes but who are constantly wanting to buy more or have high debts."

The notion of lifting the levels of financial literacy is hardly new and the Financial Planning Association has funded programs aimed at giving schools the tools and resources they need to teach high school students basic money skills before they get into the workforce.

But clearly for people already in the workforce that is not going to help. So if the introduction of super fund choice prompts HR departments to revisit the issue of workplace financial education and be able to justify the cost because of improved productivity that will be a win all round.

