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Many Millennial employees may be more concerned about reducing debt and 
gaining fnancial independence than planning for retirement. The author suggests 

strategies plan sponsors can use to help younger employees reach their short-
term goals and allow them to shift their focus to the long term. 

M A G A Z I N E  
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May 2019, pages 48-52, published by the International Foundation of
Employee Benefit Plans (www.ifebp.org), Brookfield, Wis. All rights 
reserved. Statements or opinions expressed in this article are those of
the author and do not necessarily represent the views or positions of the
International Foundation, its officers, directors or staff. No further 
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Employees Achieve 
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How can beneft plan sponsors and providers help Millennial employees un-
derstand and maximize their employee benefts and build a sound fnan-
cial future? 

Millennials have unique financial challenges, beginning with student 
loan debt, which now averages a whopping $29,800 per graduate in 2019.1 And 
while wages are rising, they have not kept pace with economic expansion. Many 
young people are forced to work two jobs just to make ends meet. More than a 
quarter (29%) of Millennial homeowners have dipped into their defined con-
tribution (DC) retirement plans or individual retirement accounts.2 Those who 
can’t make ends meet often continue to live at home or return home. According to 
a survey from Zillow Group Inc., approximately 22.5% of Millennials ages 24-36 
are living at home, up nine percentage points from 2005.3 
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fnancial education 

In addition to student loan debt, the 
top Millennial fnancial concerns are 
meeting day-to-day expenses and buy-
ing a home, trailed by retirement. Too 
ofen, employers focus their programs 
on saving for retirement, neglecting 
the fact that day-to-day fnances may 
prevent many Millennials from think-
ing about the long term. For example, 
67% of Millennials said paying down 
debt was more important than retire-
ment savings, and 54% prefer not to 
address retirement planning until they 
are older.4 

Should a young electrician in the 
third year of an apprenticeship pro-
gram pay down credit card debt, fund 
a DC plan or replace a 15-year-old ve-
hicle that he or she has dumped two 
grand into every year for the past few 
years just to keep it running? 

Tese choices don’t lend themselves 
to one right answer for everyone, but 
most employees will fnd themselves 
facing these challenges. And while 
many plan providers are aware of these 
issues and their efects on Millennials, 
ofen their inclination is still to talk up 

DC plan participation and stress the 
impact of the power of compounding. 
However, long-range planning may 
not seem as important to the economic 
well-being of young people when they 
are facing fnancial struggles in the here 
and now. 

Younger plan participants’ chief 
concerns are debt reduction and then 
building fnancial independence. One 
way to accomplish that is to master 
money management habits. And plan 
sponsors can play a role in building 
these skills. 

Developing short-term, efective 
debt-reduction strategies produces 
several positive outcomes. Employees 
begin to feel they are gaining control— 
initially of their debt but also of their 
lives. If, as the Federal Reserve reported 
in 2018, 47% of Americans can’t cover 
a $400 emergency, then gaining a sem-
blance of control over debt can be quite 
empowering.5 

Debt reduction also increases fnan-
cial resiliency. Tose with less debt are 
simply more prepared for the seen and 
the unforeseen. Small steps taken now 

learn more 
Education 
Certifcate Series—Total Rewards and Workforce Strategies 
June 24-25, San Diego, California 
Visit www.ifebp.org/certifcateseries for more details. 
Financial Education/Retirement Security 
Online Resources 
Visit www.ifebp.org/RetirementSecurity for more information. 

From the Bookstore 
Financial Tools for the Trades: Trainer Toolkit 
Port Jobs. 2015. 
Visit www.ifebp.org/books.asp?9101 for more details. 
Financial Education for Today’s Workforce: 2018 Survey Results 
International Foundation. 2018. 
Visit www.ifebp.org/books.asp?8041E for more information. 

build a sound fnancial foundation that 
can lead to fnancial independence later. 

Afer addressing debt, the next steps 
are building an emergency fund, then 
having enough insurance to keep the 
unforeseen at bay. With those in place, 
beginning the habit of saving is so 
much easier, so much more achievable. 

Habits, by nature, are repetitive, eas-
ily understood and sustainable. Te act 
of learning and embracing money man-
agement habits ofen is more efective 
and faster than more formal fnancial 
literacy training. It can be a short-term 
approach with long-term outcomes. 

What works is a simple, two-part set 
of actions: 

• Build debt- and money-manage-
ment habits that participants can 
embrace and sustain and that 
lead to financial independence. 

• Practice these habits over a long 
period of time. 

Tis approach can be an efective 
starting point for Millennials, mem-
bers of Generation Z and—perhaps— 
even some Gen Xers who are late to 
the game. By shifing the approach of 
plan participants away from retirement 
planning toward gaining fnancial in-
dependence, plan sponsors can make 
fnancial education eforts more con-
crete and easily understood. 

Following are a few examples of 
goals that plan sponsors might help 
plan participants set and achieve. 

Reduce Debt by 50% 

Debt robs us of our ability to save. 
If a choice must be made between pay-
ing down high-interest credit card debt 
or funding a DC plan, plan participants 
should be encouraged to contribute to 
the DC plan up to the employer match 
and then commit everything else to 
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fnancial education 

debt reduction. In cases of extreme debt, they should funnel 
everything into debt reduction frst. 

Tis is an area most providers don’t want to address, but 
a debt-facing workforce could use some guidance. 

Tere are a number of nationally recognized employer-
sponsored debt reduction programs that employers can 
bring on site or provide online. Each has its own approach, 
and employers should consider how programs can best ft 
their needs. 

Plan sponsors that choose to bring a program in house 
should fnd one that provides objective, unbiased educa-
tional content in order to avoid the appearance of ordain-
ing a particular vendor or viewpoint. It makes sense to 
interview several vendors, seek references and preview the 
programs vendors provide. 

Ofen plan providers overlook their most potent re-
source—their own employees. Tey can likely fnd debt 
reduction success stories among plan participants and use 
those individuals and those narratives as motivational tools. 
Tis approach works because others see themselves in those 
stories, i.e., “If a co-worker can get out of debt, I can too.” 

Employees identifed as success stories also can be used 
as mentors if they are willing to take on that role. Tis men-
torship approach has several benefts. It represents ongoing 
help over a long period of time. Tat breeds accountability 
and feedback, two critical components that a one-and-done 
training program does not have. Secondly, working with 
mentors within the organization builds a more cohesive and 
unifed workforce when shared struggles are embraced and 
addressed. 

For plan sponsors that want to ofer counseling on debt, 
every community has not-for-proft consumer credit coun-
seling providers. Tey’re equipped to help resolve most of the 
issues faced by those in debt. Free or low-cost credit counsel-
ing services are available through: 

• Credit unions 
• Extension offices 
• Nonprofit agencies 
• Religious organizations. 
Employers should make certain the credit counseling 

service they recommend is accredited by either the National 
Foundation for Credit Counseling or the Financial Counsel-
ing Association of America. Both organizations have web-
sites that provide tools and education, including budgeting 
calculator planners. 

takeaways 
• Issues like student loan debt and slow wage growth present 

fnancial challenges for Millennial employees. 

• Many employers and plan sponsors focus fnancial education 
programs on retirement saving and neglect the fact that younger 
employees may not be able to think about long-term fnances 
because of current fnancial struggles. 

• Plan sponsors can help workers build money management habits 
by addressing three goals: reducing debt by 50%, developing a 
realistic spending plan and creating sustainable savings. 

• Plan sponsors also can use “nudges,” such as matching employee 
contributions to an emergency savings account, to incentivize 
employees to increase their savings. 

Develop a Spending Plan That Is Realistic, Achievable and 
Sustainable 

A spending plan is just another name for a budget. Te 
word budget, however, has a judgmental, all-controlling tone. 
A spending plan accomplishes the same thing without the 
negative connotation. 

Tere is no one-size-fts-all spending plan. Spending 
plans must meet the unique needs of each individual or 
household. For example, housing typically should not con-
sume more than 30% of a person’s monthly spending plan. 
Tat’s probably realistic for someone who works in the pipe 
trades in Omaha or as a FedEx driver in Louisville. It’s prob-
ably not for someone who lives in Seattle or New York City. 
A successful plan requires thought, perseverance and occa-
sional modifcation to make it work over time. 

Spending plans contain three broad categories: 
• Necessities, which are expenses that you must cover 

every month (such as food and housing), typically take 
up 70% of income. 

• Discretionary expenses should consume about 15%. 
• Savings and investments account for the final 15%. 
Spending plans will vary based on the individual, debt 

levels, geography and, perhaps most importantly, the level of 
self-control the individual possesses. Te necessities catego-
ry provides no wiggle room. Discretionary spending does, 
and that is where people gain the most traction. Obviously, 
savings can be trimmed, but discretionary spending is the 
key. You control what you can control. 

Plan sponsors can assist the development of a realistic 
spending plan by letting their membership know about a 
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variety of apps and online tools to make the process easier. 
Tere are numerous free budgeting apps that can help in-
dividuals establish and more importantly stick to a budget, 
including: 

• Mint 
• Clarity Money 
• Mvelopes 
• PocketGuard 
• You Need a Budget. 

Create Sustainable Savings 

Te fnal example—creating sustainable savings—has two 
components: building an emergency fund equal to three to 
six months of take-home pay and setting a savings target 
(once the emergency fund is in place). A typical, yet ambi-
tious, target is saving 10% of each paycheck. But if partici-
pants have to begin at 5%, so be it. Developing the savings 
habit is more important than the amount, especially if they 
start early. 

Plan sponsors can make this easy with autoenrollment 
and autoescalation of contributions in DC plans. Te lessons 
of behavioral fnance have taught us that it’s far easier to con-
tinue saving than to opt out. Increasingly, automatic escala-
tion is baked into DC plan designs. Te easier it is to save, the 
better the outcome for participants. 

Plan Sponsor Nudges 
Plan sponsors can use “nudges” to reinforce and remind 

participants that increasing their contribution level makes 
sense or that building savings is important. Tis can take many 
forms, from short emails or text messages at the time of a pro-
motion, raise, anniversary or birthday to programs that pay 
employees to establish new skills and habits. 

Here are a few examples of ways that plan sponsors have 
encouraged participants to save: 

• SunTrust Bank contributes $1,000 to employees who 
complete a financial education course and then set up 
and fund an emergency savings account. That $1,000 
can be used to reduce debt, fund an emergency, or add 
to a 401(k) or health savings account. 

• Aetna matches up to $2,000 per year (up to a maxi-
mum of $10,000) for student loan repayment for full-
time employees who graduated after 2013. 

• Pitt Ohio Trucking, based in Pittsburgh, Pennsylvania, 
pays $56 to employees who contribute $19 per week 
for six months to an emergency savings account. No 
withdrawals are permitted and, at the end of six 
months, another $56 is contributed. The goal is for 
each employee to save $1,000 in an emergency fund. 
More than 50% of workers participate. 

Te nudge of fnancial incentives to build fnancially 
sound habits in workers is an investment that has paid of by 
reducing fnancial stress in workers’ lives. 

Conclusion 
Millennials want fnancial independence. Teir concerns 

are in the present. Tat’s what needs to be addressed frst. 
Employers and plan sponsors can have a lifetime impact on 
employees’ fnancial security by helping them develop the 
right habits now. 

Endnotes 
1. See www.studentloanhero.com. 
2. Bank of the West 2018 Millennial Study. See https://changematters 

.bankofthewest.com/wp-content/uploads/2018/07/BOTW-Millennial-Study 
_Executive-Summary_FINAL_7.19.18.pdf. 

3. See https://zillow.mediaroom.com/2018-05-10-Share-of-Millennials 
-Living-with-Mom-on-the-Rise. 

4. Wishful Thinking or Within Reach: Three Generations Prepare for 
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