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Workers have faced some tough financial decisions 
and situations—from whether to delay retirement to 
figuring out how to make ends meet following a job 

loss—during the COVID-19 pandemic. Comprehensive 
employer-sponsored financial wellness programs can 

help guide them through challenging times.
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material is permitted. M A G A Z I N E



benefits magazine february 202148

financial wellness

F inancial wellness has certainly 
been a popular buzzword for a 
few years now, even while the 
actual definition can vary sig-

nificantly from one person or company 
to the next.

What is financial wellness, exactly? 
How is it achieved, and what can em-
ployers do to help? From a financial 
planner’s perspective, financial wellness 
is an individual’s ability to make con-
fident, well-informed money-related 
decisions resulting in financial secu-
rity for both the short and long term. 
The more interesting part of that defi-
nition is in the meaning of financial 
security, which traditionally has been 
measured by a certain net worth, bal-
ance in the bank or retirement account 
size. Increasingly, individuals may feel 
financially secure based on their ability 
to create life experiences—destination 
vacations, working in new cities, sky-
diving, etc.—or simply the comfort of 
knowing they can live reasonably well 
without the daily constraints of money-
related worries.

But there is one constant on the 
path to achieving financial wellness 
and minimizing financial stress: mak-
ing well-informed, financially sound 

decisions early, often and at key mo-
ments. It’s no surprise that 2020 has 
added to the levels of financial stress 
and brought new financial decisions to 
employees’ virtual doorstep through an 
unprecedented convergence of issues 
and events. 

Tough Financial Decisions
As employers continue to manage 

their workforce, productivity and pay-
roll costs, employees are assessing their 
changing finances and facing tough 
financial decisions, situations and ac-
tions that include the following.

Rethinking Retirement

In recent months, a wave of em-
ployees (think, teachers) were so 
concerned about returning to their 
jobsites that they looked for any pos-
sible way to make retirement work 
now, sometimes years before they 
had planned. At the same time, those 
who were about to trade in their work 
boots for golf shoes have found rea-
son to pause, thinking, “What will 
the markets and politics do to my re-
tirement account? Have my expense 
needs changed, can I count on Social 
Security and Medicare, and could I get 

another job in retirement if needed?” 
Adding to this decision-making pro-
cess, many employers are reducing 
their head counts and offering early 
retirement incentives that employees 
must consider under tight deadlines.

Furloughs, Layoffs and Severance

Of course, other employers are tak-
ing a more direct approach to staff re-
duction by implementing reductions 
in force in the form of temporary fur-
loughs or involuntary severance. In 
these cases, employees are suddenly 
faced with navigating an overwhelmed 
unemployment system, deciding how 
to manage their cash flow and sever-
ance benefits, and resisting the urge to 
raid their retirement accounts while 
also triggering taxes and penalties. 

In fact, sudden job loss is considered 
by many financial planners to be one of 
the most significant financial life events 
outside of retirement because of both 
the planning needed and the potential 
for financial pitfalls and missteps. In-
dividuals need to maintain cash flow 
liquidity and flexibility as they bridge 
to their next job by focusing only on 
necessary expenses in the short term. 
People who lose their jobs are often 
tempted to use a lump-sum severance 
check to fully pay off a debt, which 
takes dollars that may be needed to 
pay ongoing expenses and thus reduc-
es liquidity. And, leaving employment 
makes 401(k) or other retirement plans 
“accessible” and at risk of being used 
for emergency current spending, which 
can damage retirement readiness while 
incurring taxes and penalties.

Pay Cuts

In an effort to minimize staffing 
cuts, some employers are instead mov-

takeaways
• The COVID-19 pandemic has created financial upheaval for many workers. Some have 

considered retiring early out of safety concerns, while others have sought to delay 
retirement because of financial uncertainty.

• Furloughs, layoffs and pay cuts as well as stock market volatility have added to workers' 
financial stresses.

• Some employees may benefit from the advice of a financial planner offered through an 
employer-sponsored financial wellness program. Planners can provide both emotional 
support and financial perspective.

• For financial wellness programs to be effective, employers need to understand their 
workforce’s financial needs and concerns in addition to benefit usage, demographics and 
habits.
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ing forward with across-the-board pay reductions, often 
around 10%, forgoing annual bonuses or temporarily drop-
ping 401(k) matching contributions. All of this affects the 
household budget in a variety of ways. Employees may need 
to cut expenses or allocate more of their paycheck to retire-
ment savings to make up for lost employer contributions. 
This, of course, hits especially hard for households that are 
living paycheck to paycheck or that have used up their emer-
gency reserve. 

Market Volatility

It’s hard to avoid the news of major market swings, 
and few among us can resist the anxiety that results from 
seeing our investment account balances fluctuate wildly. 
Sound investment guidance tells investors that a lengthy 
time horizon can be the best tool against this short-term 
volatility, and they should just stay the course. But human 
nature and that pesky “little voice” is always there, urging 
investors to get out while they can. But one wrong deci-
sion today can mean the loss of thousands of dollars or 
more at retirement. Working with a financial planner on a 
sound asset allocation strategy can give an employee con-
fidence to stay strong through short-term changes. This 
strategy may include a hands-off approach—such as us-
ing target-date funds—to further limit the perceived need 
to make adjustments.

Preparing for Our Demise 

An odd side effect of the pandemic has been an acute 
awareness of mortality and a renewed focus on the topics 
of estate planning and life insurance. Individuals have taken 
time to review their life insurance; update beneficiary forms 
and asset titling; and execute or update their wills, powers of 
attorney and records organizers. 

Income Tax Planning

Income tax do-it-yourselfers may be challenged this year. 
Some will be eligible for additional stimulus check money, 
and some will need to report unemployment payments or 
have to deal with a tax election if they took the special dis-
tribution from their retirement plan enabled by the Coro-
navirus Aid, Relief, and Economic Security (CARES) Act. 
A surprise tax bill in April can cause a significant cash flow 
problem for households and illustrates the need for year-long 
income tax planning and projections.

Managing Finances 

Add to all of this the general disruption in personal fi-
nances. Expenses have changed, with utilities going up, travel 
going down, discretionary expenses changing and, of course, 
incomes in flux in many households. Child-care needs and 
costs have changed. Job loss and medical complications lead 
to debt problems. And the need for a healthy emergency 
fund has quickly become clear, with many needing to now 
replenish their well-used emergency reserve or recognizing 
the need to establish one for the first time.

Emotional Toll
Along for the ride with these financial changes are a host 

of related emotions. At the EY NavigateTM Planner Line, call 
volume has often spiked 60% over the standard levels in 
many weeks. Planners are reporting callers who are on the 
verge of tears and indicate they are having trouble eating and 
sleeping. Individuals are experiencing anxiety and depres-
sion from job loss or crippling debt. Singles, divorcees and 
single parents report significant loneliness amidst stay-at-
home orders. And, of course, many have a family member or 
loved one impacted directly by COVID-19. 

This is one area that may be addressed by financial plan-
ners, who may be able to provide peace of mind and a trusted 
voice in the midst of chaos and negative news. In some in-
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stances, there is little that can be done financially, but plan-
ners can still be there to listen, offer support, be a friend and 
tell them they are not alone.

How can employers help?

Financial Wellness Programs
Many employers have seen fit to implement a financial 

wellness program for their employees. But programs today 
need to be much more than just an online suite of digital 
tools, an assessment or an FAQ document. In a time when 
employees face so many significant change events, conse-
quential financial decisions and hardships, they may need 
much more. Financial wellness in 2021 could likely benefit 
from a human touch. 

Direct access to objective financial planners can provide 
both the emotional support and financial perspective em-
ployees need to make informed financial decisions. In fact, 
the most successful programs are ones implemented in “nor-
mal” times without significant disruption so that individuals 
can develop a relationship with their planner and take ac-
tion at their pace. When change occurs, the employee has 
a trusted resource to call on for help, and the employer can 
continue to promote the service with a specific focus on 
change events. 

With that in mind, what should employers look for in 
their financial wellness provider? They should start with 
what they have. Do current vendors provide online resourc-
es, projection tools and education sessions? Are there volun-
tary benefits that can be added at little to no employer cost to 
enhance the offering?

Employers may need to find a “hub” provider to serve as 
the financial wellness concierge, pulling available resources 
together under the umbrella of one seamless well-being pro-
gram. Such programs could include direct access to financial 
planners who can help employees with holistic planning as 
well as with navigating the many employer-provided financial 
resources such as insurance, group legal, credit unions, tuition 
and student loan assistance, tax preparation and special-rate 
loan programs. Providing a sponsored and objective financial 
planning program to employees may also help mitigate the 
impact of outside advisors who call on employees and imply 
they are affiliated with or approved by the company.

To no surprise, a strong communications plan then be-
comes the key to success. Employers should consider the fol-
lowing strategies.

Lynn Pettus, CPA, is a tax partner at 
EY and national director for the EY 
Personal Finance practice in Char-
lotte, North Carolina. She concen-
trates on serving large private and 

public sector employers in the strategic develop-
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• Use what works. Lean on existing effective methods to 
communicate with each employee group and location 
(for example, production facilities, offices, sales staff, 
customer support, etc.). 

• Target at-risk employee populations. Consider com-
munications or workshop invitations to those who are 
not contributing to the retirement plan, new hires,  
retirement-eligible and newly retired employees, or 
other groups that were considered when deciding to 
launch a financial wellness program. 

• Leverage employee resource groups. Take advantage 
of existing employee groups, such as a working parents 
or veterans network, that often have a regular meeting 
cadence and may be looking for content to discuss. 

• Be consistent and varied. Communication about fi-
nancial planning resources is most effective when an 
employee has a need. Push out communications to 
employees on a regular basis while mixing the format 

over time—Employees are most likely to use the ser-
vice when it is in front of them at the time they experi-
ence a financial concern or hardship.

Financial wellness programs can be important and valu-
able for both employees and employers. But designing an 
effective program requires employers to understand their 
workforce’s financial needs and concerns, benefit usage, de-
mographics and propensity to use online, phone-based and 
in-person resources. Knowing how to communicate to em-
ployees at the right time, in the right way and with a message 
that resonates is key. Surveys and focus groups may even be 
necessary prior to implementation to gain this understand-
ing. 

Done correctly, a comprehensive financial wellness pro-
gram can become a trusted resource and serve the needs of 
employees and the employer in normal times, during times 
of significant change in the corporate structure and benefits, 
and in the face of external market factors.  
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