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The portrait of financial
stress in today’s employees
may not look like employers
think it should.
That’s because it doesn’t belong only to employees
on the low end of the pay scale. In fact, it
doesn’t matter how much money an employee
makes – depending on their circumstances,
they still can experience financial stress. Even
those in the middle class can feel financially
insecure and worry about money today.
Numerous surveys conducted over the last few
years confirm that employee financial stress
is widespread. Certainly, employees living
paycheck-to-paycheck without enough in an
emergency fund to cover unexpected expenses
are financially stressed. But there are many
more employees who experience financial
stress – those who may be able to cover basic
needs, but are not able to meet a myriad of
other financial responsibilities such as elder
care or medical bills.
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Numbers Indicate
Why So Many
Employees Are
Financially
Stressed
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It’s hard to believe so many employees
are financially stressed until you read
through various news articles and reports.
•

Overall debt carried by Americans hasn’t changed dramatically
since the financial crisis a decade ago. Americans now
owe nearly 5% more than they did at the onset of the
Great Recession.1

•

According to an Urban Institute study, four in ten Americans
are struggling to pay for at least one basic need such as
food, housing, healthcare or utilities. Food insecurity was the
most common hardship.2 The findings surprised researchers
at the Urban Institute, who had expected to find high levels of
hardship among poor Americans but hadn’t predicted so
many middle-class families would also struggle to meet their
basic needs.3

•

Nearly half (47%) of employees report that they are stressed
dealing with their financial situation and 41% say that their
stress level increased over the past 12 months.4

•

Nearly four out of five (78%) American workers report that
they are living paycheck-to-paycheck. And it’s not just those
earning low wages who are struggling. Nearly 10% of
Americans with salaries of $100,000 or more live paycheck-topaycheck as well.5
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What happens
if they miss
a paycheck
or have an
unexpected
expense?

What do workers say about
how they would handle an
unexpected expense or a
missed paycheck?

51%

of working adults report that they
would need to access savings to
cover necessities if they missed
more than one paycheck.

71%

say they would manage this missed
paycheck by reducing their spending
on non-essential items.

Nearly one-fifth would rely on a
payday, auto or other short-term
loan which can carry interest rates
upwards of 600% and can easily
sink borrowers into an inescapable
debt cycle and wreak havoc on their
credit score.6

Other methods workers
would employ to handle a gap
in income could have serious
long-term ramifications.
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Too often, Americans find themselves turning to credit cards
or, even worse, payday lenders to cover surprise bills.7

46%

of households in this situation would turn to credit cards,
while a similar share would borrow from friends or family.

Only about 60% of Americans have enough savings to cover a
$400 emergency expense.

Do Americans expect their financial
situation to change soon?

The majority (55%) of Americans don’t expect their finances to
improve this year.
Of the 44% who do believe this year will be a better financial year
for them, more than half (52%) think it’s because they will earn
more money.
As for the 89% of Americans who have a financial goal for this
year, paying down debt is the most common goal (30%),
followed by budgeting better (13%).
Other financial goals stated are saving more for retirement (12%),
saving more for emergencies (10%), investing more money (5%)
and buying a new home (4%).8
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Always
“Catching Up”
With many workers living paycheck-to-paycheck, it’s easy to
see why they are financially stressed. Inevitably, an unexpected
expense will occur – such as a major appliance that breaks
down or a leaky roof that needs repair; a medical issue that
occurs requiring a significant co-pay; or their child’s laptop that
needs replacing. Life happens. These situations are going to
occur, but they become insurmountable obstacles when
financial resources aren’t available to make better choices.
When just one financial situation disrupts an employee who lives
paycheck-to-paycheck, that person may fall into a perpetual
cycle of trying to catch up.
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The Cost
of Financial
Stress

The level of credit available to employees
varies significantly and can be the source of
financial stress.
Some workers may have no credit options at all. Others don’t have many credit
options but are able to qualify for subprime credit, but this comes at a higher
APR rate. And then there are those who have prime credit, better financing
options and rates, but still can be pushing their maximums to the limit and be
overextended. Thus, although all three of these financial cases are very
different, their situations create financial stress.
There’s no question that credit can be costly in some situations.

The average consumer with subprime credit will
pay approximately $200,000 more for credit over
the course of their lifetime.9
Short-term, small-dollar loans are often high
interest and predatory in nature – and extremely
attractive to many Americans who are facing dire
financial circumstances.10

There are tangible and intangible costs associated with constantly struggling
to bounce back from tough financial situations and poor financial decisions.
Low productivity and morale are just some of the outward signs of financial
stress. Many other signs are secretly plaguing employees every day, and being
financially stressed isn’t something that people go around sharing – especially
at work. All of this is cause for employers to look around at their workforce
and realize that they likely might not be able to identify many of their employees
who are financially stressed. Because debt isn’t something people talk about.
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The Faces of
Financial Stress
Stats are powerful, but once you see the employee reality you can
truly understand the daily impact of financial stress in their lives.
Let’s look at four employees and see how they look at their
financial situation and experience a day in their life to see what
financial choices they make based on what is available to them.
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Key Characteristics
•

Prioritizes experiences over security.

•

Feels her situation is out of her control and is simply
trying to make the best of the “hand that she was dealt.”

•

Thinks in the short-term and doesn’t consider the
long-term consequences of actions.

•

Tries to appear calm and comfortable in spite of stress.

Financial Behavior

Wendy
Administrative Assistant for a Financial Services Firm
35 years old, single mother with an 8-year-old son

•

Does not have access to credit so has to use alternative
methods to make big purchases.

•

Loves technology and often buys the newest gadgets
soon after they come out.

•

Has figured out creative ways to stretch the value of the
dollar and make a few bucks on the side by doing taxes
for friends or reselling items from yard sales.

•

Talks about making changes and starting to save but
lacks motivation and follow through.

•

Is interested in products or services that would help
her get her finances on track but feels that they would
have to be really easy or rewarding.

A Day in Wendy’s Life

When Wendy wakes up this morning, her refrigerator is making a strange noise and is not very cold
inside. She’s pretty sure it’s about to break down completely, but she is late for work and has to leave.
A field trip form on the kitchen table catches her eye – her son needs to bring $15 to school today for
his field trip. She stopped at the grocery store last night and spent more than she should have, and
she’s worried she doesn’t have $15 in her wallet. It’s Thursday and she doesn’t get paid until tomorrow.
She checks her wallet and does manage to come up with $15, but by using change to make it all add up.
Wendy tries to concentrate on her job when she gets to work but she’s worried about the refrigerator
and doesn’t want to lose the frozen food she bought at the grocery store last night. She googles
refrigerator repair in her area and makes a few calls. Without cash or a credit card, she quickly rules out
that option. During lunch she goes to the nearby rent-to-own store and gets the most basic model she
can for $80 a month with a two-year rental agreement. Wendy’s total cost will be $1,920 plus tax. The
same model is at a big box store down the street for $640, but she doesn’t qualify for financing there.
Rent-to-own is her only option.
She was planning to meet girlfriends for dinner tomorrow night. But with the $80 monthly payment for
the refrigerator to worry about, she emails her friends that she’s going to have to skip dinner. Besides,
she has to be home for the refrigerator delivery.
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Key Characteristics
•

Wants luxuries and unique experiences but wants to
live within her means.

•

Thinks about security for tomorrow (particularly being
prepared for emergencies).

•

Wants to retire one day and is trying to make sure
that happens.

Financial Behavior

Sophie
Licensed Practical Nurse for a Hospital
28 years old, single, no children

•

Is in a period of saving so she is restricting spending –
no eating out, no shopping and no vacations.

•

Has recently set up an emergency account for
unforeseen circumstances.

•

Is paying as much as possible each month to get rid of
student loans.

•

Has created a detailed budget spreadsheet and plans to
improve finances and is really sticking to it.

•

Feels like she knows enough about finances that she
doesn’t need “how-tos” or online tools, although she
would be interested in expert advice.

A Day in Sophie’s Life

Sophie starts out the day by paying bills online. She pays rent, but is only able to pay half of her monthly
credit cards’ amount owed.

She knows her car is going to need new tires soon so she spends some time online at work shopping
prices to see how much she’s going to have to spend.

Sophie crunches down on a hard piece of candy and accidentally breaks the one crown she has. She
calls the dentist and makes an appointment for first thing in the morning. Although her company
provides dental insurance, she’s going to have to figure out how to pay the co-insurance.

It’s been a stressful day and on the way home from work she breaks her “no eating out” rule and calls a
friend to meet her at a popular restaurant for dinner.
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Key Characteristics
•

Is very comfortable and laid back and doesn’t let finances
or work bother him.

•

Focuses on the day-to-day and doesn’t plan for the future.

•

Wants to retire someday but isn’t sure when it will
be possible.

Financial Behavior

Fred
IT Specialist for a Leading-Edge Electronics Company
43 years old, married with two sons, 18 and 20

•

Spends money on everyday experiences like eating out,
movies, shopping, video games.

•

Pays the minimum monthly payment for his credit card
debt and continues to use credit cards when needed.

•

Does monthly budgeting loosely in his head, feels like
he needs a formal tool.

•

Has developed a comfort with credit card debt and
procrastinates paying it off.

•

Saves occasionally but doesn’t have enough to support
his family if anything were to happen.

A Day in Fred’s Life

His 20-year-old in college texts Fred in the morning that his laptop has died and he needs a new one
immediately. Fred goes online and researches options or laptops – finance one through the retailer
with no interest for a year, but he just bought a new washer/dryer through a retailer a few months ago
and he hesitates to open another line of credit so soon. He decides to just put the laptop on one of his
credit cards.
Fred has his performance review in the afternoon. He has successfully completed a big project and
was hoping for a raise so he could pay down a credit card, especially since he just maxed it out
earlier today getting that laptop for his son. But he only gets his company’s standard 2% raise. He’ll
have to continue making minimum monthly payments on his credit cards.
After dinner, Fred’s wife reminds him that they need to make some decisions about her parents soon.
Fred realizes he is going to have to start figuring out how to afford taking care of his wife’s aging
parents, supporting their college-age sons, paying off their mortgage and trying to save for retirement
at the same time.
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Key Characteristics
•

Is very career-driven and is always looking for opportunities
to learn and grow.

•

Spending time with his family is extremely important to
him; he always prioritizes family over work.

•

Is always future-focused; he wants to enjoy himself to
some extent in the short-term, but is driven by financial
security and freedom in the future.

Financial Behavior

Brendan

•

Treats himself and his family in moderation to fun
vacations and special occasion dinners but otherwise
stays savings-focused.

•

Keeps a detailed budget but naturally spends less
than allocated.

•

Always stays below his means, e.g., lives in a smaller
apartment than he can afford and buys store-brand
groceries on sale even though he could get the name
brand.

•

Only uses credit cards to reap rewards and always pay in
full; he never finances anything he can’t afford.

Logistics Engineer for a Major Manufacturing Company
33 years old, newly married, 9-month old daughter

A Day in Brendan’s Life

He starts his day by waking up and feeding the baby so that his wife can get dressed for work. This is
her first day back at work after taking an extended maternity leave with their first child. Initially she was
only going to take the traditional three months, but her company downsized and she was impacted so
they buckled down to allow for her to spend a bit more time home with their daughter.

During lunch he researches baby-friendly restaurants as he wants to surprise her with dinner at a nice
restaurant to celebrate her first day back to work and the baby’s first day at daycare.

At the restaurant, he discusses with his wife that they should think about buying a new car since they
sold the old car in order to afford her staying at home for an extended time with their daughter. Now
that she is working again, they could get a car and still continue saving – even with the addition of childcare expenses.

THE FACES OF EVERYDAY FINANCIAL STRESS

13

The Reality
of It All
As seen in the daily lives of Wendy, Sophie, Fred, and
Brendan, money problems are universal for most of
today's workforce. It is among many of today’s employees,
irrespective of age, family situations, or gender.
It happens in varying degrees, but nearly every employee
wants some type of relief from financial stress.
What they need is financial flexibility.

THE FACES OF EVERYDAY FINANCIAL STRESS

14

Financial Flexibility is the ability
to manage everyday expenses, not
living under a constant cloud of
financial stress.
It is the financial stage between living paycheck-to-paycheck
and financial security (a level relatively few employees may ever
achieve). It means being smart about how we use our monthly
income and finding ways to make our money do more so that
we are able to pay bills on time, take a vacation, have an
emergency fund for unexpected expenses and perhaps
splurge on something small occasionally.
Employers can help employees do more with their money and
work toward some level of financial flexibility. While financial
education benefits are great to help employees with budgeting
and debt reduction needs, employers also need to adopt
voluntary benefits that provide employees the opportunity to
have some financial flexibility for their short term needs.
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These
voluntary
benefits
include:

Low interest installment loans and credit.

Student loan repayment benefit programs.

Employee purchase programs that allow
workers to purchase consumer products
through payroll deduction, complementing
discount programs.

Automated savings programs that encourage
employees to save money each month from
their paycheck.

Instant access to earned wages.

One or more of these voluntary benefits could help Wendy, Sophie, Fred
and Brendan – four faces of everyday financial stress – deal with their
situation a bit easier. Financial flexibility is the new normal that helps
relieve some of employees’ financial stress and enables them to be
more productive, engaged employees.
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How can
Purchasing
Power
help?
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Purchasing Power is a voluntary financial
flexibility benefit that enriches everyday
life for employees.
The program gives employees access to thousands of products they
can pay for over time through payroll deductions without interest. With
spending limits based on salary and tenure, as well as no credit checks
or hidden fees, it is a safe, convenient and empowering offering for
employees to get what they need, when they need it.
The program doesn’t just help employees get the products they need—
it also creates an opportunity for work-life harmony, offering travel
packages and education services with manageable payments that fits
their budget.
Less stress, happier employees. Happier employees, more engagement

For more information,
visit corp.PurchasingPower.com
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