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THE $400 PROBLEM:
 

How can your company help its employees 
with their financial stress? 

Elaine* is a productive twenty-something 
She has a steady job and an apartment in a not-too-expensive city. But 
after paying her rent, car loan, student loans, insurance and other basic 
living expenses, she has almost no money left. So what happens when she 
ends up in the emergency room with a fractured ankle — and $400 in 
out-of-pocket health care expenses? She has to put the cost on her credit 
card and pay a high interest rate on the balance. She’ll spend the next few 
months a little bit distracted at work, worrying about the burden of debt 
she’s carrying from that unexpected bill. 

A Federal Reserve report found that about three in 10 adults would not be 
able to pay an unexpected $400 emergency expense entirely using cash, 
savings or a credit card paid off at the next statement.1  And in a different 
study, 44% of working Americans said they felt they would likely have to use 
money held in their retirement plans for something other than retirement.2  
The vast majority said that this would probably be for unexpected expenses 
or medical bills. 

*For illustrative purposes only. Elaine is not an actual PayFlex® member. 
1 Board of Governors of the Federal Reserve System. Update on the economic well-being of U.S. households: July 2020 Results. September 
2020. Available at: FederalReserve.gov/publications/files/2019-report-economic-well-being-us-households-update-202009.pdf.
Accessed March 16, 2021. 

2PcW. PwC’s 9th annual employee financial wellness survey: 2020 COVID-19 update. May 2020. Available at: PwC.com/us/en/industries/
private-company-services/images/pwc-9th-annual-employee-financial-wellness-survey-2020.pdf. Accessed March 16, 2021. 

3 

http://FederalReserve.gov/publications/files/2019-report-economic-well-being-us-households-update-202009.pdf
http://PwC.com/us/en/industries/private-company-services/images/pwc-9th-annual-employee-financial-wellness-survey-2020.pdf
http://PwC.com/us/en/industries/private-company-services/images/pwc-9th-annual-employee-financial-wellness-survey-2020.pdf


 

 

 

 
 

 

 Elaine isn’t unique
 
Given this information, it’s not surprising that 54% of Americans say money is their number one cause of stress.2 And the COVID-19  
pandemic and resulting economic turndown have only made things more difficult for many. This stress can take a heavy toll on  
employees. For instance, it can mean a host of related physical and mental health issues, which can drive up medical costs and  
decrease work productivity. 

In today’s new reality, businesses have an even tougher job of keeping their workforces happy, healthy and productive. All while 
juggling the rising costs of health care. 

Building a culture of trust can help 
This points to the importance of fostering a culture of trust among employees by providing a positive work environment and   
access to the right benefits and services. It’s important for employees to feel that their company is on their side. A high-trust  
environment can mean 13% fewer sick days and 50% higher productivity, among other benefits.3 

A high-trust work 
environment: 

13%  
fewer sick days 

50%  
higher productivity 

Employee worries: 
44% 

Believe they will likely have to use retirement money for something other than retirement 

30% 
Can’t cover an unexpected $400 expense 

54% 
Say money is their number one cause of stress 

2P cW. PwC’s 9th annual employee financial wellness survey: 2020 COVID-19 update. May 2020. Available at: PwC.com/us/en/industries/ 
private-company-services/images/pwc-9th-annual-employee-financial-wellness-survey-2020.pdf. Accessed March 16, 2021. 

3Z ak PJ. The neuroscience of trust: Management behaviors that foster employee engagement. Harvard Business Review. January–February  
2017 issue, pages 84–90. Available at: HBR.org/2017/01/the-neuroscience-of-trust. Accessed August 12, 2020.  

4 

http://PwC.com/us/en/industries/private-company-services/images/pwc-9th-annual-employee-financial-wellness-survey-2020.pdf
http://PwC.com/us/en/industries/private-company-services/images/pwc-9th-annual-employee-financial-wellness-survey-2020.pdf
http://www.HBR.org/2017/01/the-neuroscience-of-trust


  
  

 

 

 
 
 

Getting employees well-being ready 

What if you could help employees balance their near-term ability to pay for health care with the 
desire to have more control over their future well-being journeys? Employers can start with products 
that help employees maximize their tax savings, like flexible spending accounts (FSAs) and health 
savings accounts (HSAs). 

Features that encourage sign-up also help, like contributing to or “seeding” the HSA. 

Employers can commit to ongoing communication and education about the benefits of these products. Such efforts are more 
effective than campaigns just at open enrollment time. They can go even further by having the right mix of programs and tools to 
support employees’ unique needs. The goal is to encourage healthy habits that help increase well-being and overall satisfaction. 
The net result is employees who are: 

Better financially  
prepared 

More confident  More mentally  
present at work 
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You’ll also foster a company culture of trust, where the employees’ needs 
are a top priority. Such a culture helps attract and retain talent. 

“We firmly believe that what’s good for the employee 
is good for the employer. We want our members to  
do what’s best for their families from both a health  
and a financial standpoint. The two are  
intertwined,” says Mike DiSimone, CEO of PayFlex®.  

“We work closely with our clients to educate and help members do a better 

 
 

 
 

job of planning,” DiSimone continues. “We can really increase their 
purchasing power and reduce the amount of stress and related health 
issues. Our consumer-directed benefit solutions help employers control 
health care costs. And technology helps simplify and improve the total 
experience."
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Redefining purchasing power 

When most people hear the term “purchasing power,” they think about stretching hard-earned dollars. 
Or making their money work harder for them. Examples might include getting more of an item for the 
same cost or using pre-tax funds to cover prescriptions and other health care costs. That certainly 
helps purchasing power. 

But purchasing power goes beyond short-term gratification. It also considers the longer-term payoff. Through the lens of health and 
well-being, this can have a significant impact on how employees spend — and save — for their health care needs. By offering the 
right benefits and providing education about the compound growth effect of saving today for retirement, employers can help 
empower their employees to increase purchasing power today. They can also proactively address any money worries for the future. 
Let’s take a closer look at the elements of purchasing power: 

Short-term 
purchasing power 

Long-term 
purchasing power 

Health and wellness
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ELEMENTS OF PURCHASING POWER:
 

Short-term purchasing power
 

Pre-tax accounts like HSAs are important for employees’ financial health. But helping 
them understand the account features and benefits is crucial. It’s easy to start automatically 
deducting small amounts from each paycheck once employees see how much it positively 
affects their health savings. They’ll also appreciate how little the deductions change their 
actual take-home pay. HSAs have clear benefits over FSAs, since unused funds carry over 
year-to-year and employees can invest in a variety of mutual funds. 

Here are some ways to help your employees stretch their pre-tax health care dollars for the 
short-term. 

1. Consider benefits partners who can offer employees discounts on certain health care
services or products. In these cases, employees can save on short-term costs by using
pre-tax dollars on a discounted item or service. They can save more in their accounts to pay
for more health care services, either in the near term or long term.

2. Consider promoting the tools that already come with your benefits package. For example,
a mobile app. This tool offers easy access to health care account balances on the go. And it
allows an easy way to pay for eligible expenses or submit a request for reimbursement. In
addition to savings, your employees need tools that easily fit into their daily lives.

“ We want to make using our HSAs and FSAs as simple as possible for   
our members,” says Michael Herman, chief technology officer at PayFlex®. 

  
 

“We recently introduced bar-code scanner technology in our mobile app,” Herman adds. “Now 
members can quickly determine if a product qualifies as an eligible expense. PayFlex members 
can save more through CVS Pharmacy  special offers and discounts.” 
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ELEMENTS OF PURCHASING POWER:
 

Long-term purchasing power
 

 

 
  

 
 

 

A
recent
survey
shows
that
75%
of
Americans
plan
their
own
finances.4 They don’t use a 
financial planner. Whether they go it alone or work with a pro, most people include a 401(k) or 
individual retirement account (IRA) in their plan. But for those with a qualifying medical plan, 
adding an HSA to their financial plan may not be top of mind. 

Many people don’t plan for the costs of their health care needs in retirement. HealthView 
Services, a company that projects health care costs, said a 65-year-old couple in good 
health in 2019 should set aside $387,644 to pay for health care costs for the rest of their lives.5 

Even with Medicare, retirees could pay thousands a year in premiums with no dental or vision 
coverage, plus deductibles, copays and coinsurance. And medical costs typically rise faster 
than inflation.  

Many consumers assume Medicare is “free.” This leaves some people 
feeling surprised or unprepared when they enter retirement. Planning 
ahead is key. As more people invest with their HSAs, they can harness 
the power of compound returns. They may be better prepared by 
growing their assets on pace with the rising costs of health care. 

So while your employees might be tracking their 401(k)s and IRAs, the reality is that they may 
be able to increase their purchasing power in retirement by tapping into the unique savings 
potential of an HSA. (This assumes they have a high-deductible health plan [HDHP] today.) 

4CNBC, First in Business Worldwide and Acorns. Americans are more confident about their retirement savings now versus three years ago 
pre-Trump, according to the Invest in You Savings Survey. CNBC. April 1, 2019. Available at: CNBC.com/2019/04/01/americans-are
more-confident-about-their-retirement-savings-now-versus-three-years-ago-pre-trump-according-to-the-invest-in-you
savings-survey.html. Accessed March 10, 2021. 

5Mercado D. Retiring this year? How much you’ll need for health-care costs. CNBC. July 18, 2019. Available at: CNBC.com/2019/07/18/ 
retiring-this-year-how-much-youll-need-for-health-care-costs.html. Accessed March 10, 2021. 
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That’s because, unlike a 401(k) or an IRA, an HSA lets your employees use those dollars for eligible health care expenses 
without paying taxes upon withdrawal. HSAs actually have multiple tax advantages. 

an HSA member can contribute pre-tax dollars  
into their account and/or deduct post-tax HSA  

contributions from their taxable income.  

Pre-tax payroll deductions aren’t   
subject to the 7.65% FICA tax for Medicare/ 

Social Security.

 HSA dollars can be invested like in a 401(k).  
And the investment grows tax-free. 

There’s no income tax on withdrawals for  
eligible health care expenses. 

Employees who use 401(k) or IRA dollars in retirement for health care costs have to withdraw funds and pay income tax on the 
withdrawal before paying health costs. HSA funds are not subject to withdrawal taxes if used for eligible health care expenses. 

Most people tend to use their HSAs the same way as a “use-it-or-lose-it” FSA. They put enough money in to cover their annual  
out-of-pocket health care costs but don’t invest their HSA funds. According to PayFlex® data, the average person puts $1,300 in  
their HSA.   

 

The
maximum
annual
contribution
for
an
HSA
in
2023
is:


$3,850
for individuals 
$7,750
 for families 

10 



  
 

  
 

 
 

 
 

 
 

Part of planning for the future with a PayFlex® HSA is to help members invest their  
funds. Doing so helps one’s savings to grow tax-free at rates similar to a 401(k).  

It’s common for employees to contribute to their company 401(k), often up to an employer 
match. But building up an HSA to cover future health care costs can significantly increase 
long-term purchasing power. And employers can do more to urge their employees to 
make such contributions. They can offer ongoing education on the high costs of future 
health care expenses and the tax benefits of  an HSA. 

“In the financial and employee benefits world, I see a focus on 
handling health care costs with a pay-as-you-go mentality. 
That has to change,” says Michael Eldredge, HSA investment 
product manager at PayFlex. 

“The reality is that the large future costs of health care demands the same kind of 
long-term planning and savings approach used for retirement and college tuition,” 
Eldredge says. “An HSA is a valuable tool to build health care security now and into the 
future. Using an HSA wisely can lead to a nice health care nest egg in retirement, 
whether you’re starting at age 25 or 55. Nearly 12% of our HSA members who are 
eligible to invest use the investment feature. We’re always working with our clients to help 
increase that number.” 

11 



  

 
 

 

  
 

    
 

 

ELEMENTS OF PURCHASING POWER:
 

How health and wellness can add 
to purchasing power 

Spending and saving money wisely aren’t the only parts of purchasing power. Getting 
healthy and staying healthy can also have a big effect. Think of it as getting more healthy 
days per dollar invested. Investing time now in the well-being activities of your choice can 
really pay off. The payoff in short-term stress relief and health care costs is real. 

One study found that by exercising moderately for 30 minutes, five times a week, a person  
will pay on average $2,500 less a year in health care costs related to heart disease than  
someone who does not.6 Over 10 years, that’s an extra $25,000 toward retirement. That’s  
the kind of savings that can really stretch anyone’s dollar.  

“ Our goal is to maximize the physical, mental and financial  
 well-being
of
each
member” says Bryan Levy, PayFlex®’s chief 

strategy and product officer.  

“We are moving away from being strictly an administrator of health care accounts to focus 
on our members’ personal well-being,” Levy continues. “One of our newest products is 

a well-being reimbursement account. It lets employers offer post-tax reimbursement of 
employee costs for certain wellness products and services. That includes gym 
memberships, financial counseling, even pet adoption. These types of benefits are good 
for the company and employees. Investing in employee well-being builds a culture of 

caring. The result can be a more engaged, productive workforce.” 

6R eynolds G. What’s the value of exercise? $2,500. The New York Times. September 7, 2016. Available at: NYTimes.com/2016/09/07/well/ 
move/whats-the-value-of-exercise-2500.html. Accessed June 15, 2020. 
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Small but powerful steps in the 
right direction 

Longer-term planning can be a hard sell. You can take steps today to help educate and motivate your employees so they 
can begin to save smarter, get healthier and maximize their purchasing power. 

These steps can reinforce a company culture where employee well-being is a top priority: 

1. Get your company well-being ready
2. Communicate for impact
3. Help increase purchasing power

1. Get your company well-being ready 
Create a work culture that puts the needs of your employees front and center. Do you have the
right mix of benefits, programs and services to match their needs? Does your leadership team
demonstrate the company’s commitment to employee well-being? By working with a consultative
benefits partner who understands your company’s unique needs, you can reap the benefits of high
trust from your employees.

2. Communicate for impact
Communication and education are critical. But it’s only effective when it reaches the intended
audience with the right message at the right time. What is the schedule of communication to
employees outside of open enrollment? What approach are you taking with your communications for
the various life stages employees go through? Or is your approach more one-size-fits-all? Planning
to start a family versus planning for retirement are two distinctly different needs. They require very
different savings strategies.

For example, knowing when it may be most helpful to contribute more into an HSA versus a 401(k) can go a
long way in increasing employee purchasing power. Not to mention easing some of their financial stresses
now and in retirement. A benefits partner with a personalized take on employee engagement can better
support your company culture. We can help you focus on the individual needs of each employee.

1313 



 
 
 

 

 
 
 

  
  
   
   
  

3. Help increase purchasing power
Are you maximizing your benefits program to help employees increase their purchasing power? Consider 
offering benefits that support employees’ physical, mental and financial well-being. PayFlex® administers 
a full portfolio that can grow with employers’ health care strategies. We offer:

• Health savings accounts
• Flexible spending accounts
• COBRA and direct billing
• Reimbursement accounts

(health and well-being, commuter, tuition and adoption)

These offerings, plus exclusive discounts on health care products and a personalized approach to messaging, can help 
employees on their personal well-being journeys. For companies that offer an HDHP without an employer-sponsored HSA, 
PayFlex will offer an HSA for individuals later this year. This can give employees access to the tax savings of an HSA without 
adding to your overhead cost. 

Every organization is different. Companies of all sizes and industries can find 
value by focusing on employee well-being and purchasing power. The first step is 
finding a consultative benefits partner who can offer solutions that fit the unique 
needs of your employees. 

1414 
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What makes PayFlex® different?
   

 
 

 
With PayFlex, your employee  get
the
tools,
support
and
guidance
that
help

them
on
their
well-being
journeys.
With
personalized,
relevant
and
timely

information,
they
can
make
the
right
choices
to
fit
their
unique
needs.


We’re not your traditional player in this field. We’re moving 
forward with innovative products to help PayFlex members 
plan, save and pay for personal well-being. We’re 100% 
dedicated to helping everyone reach their own personal 
goals by increasing their purchasing power. 

CONNECT WITH US. 
Visit us at PayFlex Engage. 

https://www.payflex.com/en/employers-brokers/payflex-engage.html


 


This material is for informational purposes only. It does not contain legal or tax advice. You should contact your legal counsel or 
your tax advisor if you have any questions or if you need additional information. Information is believed to be accurate as of the 
production date; however, it is subject to change. PayFlex cannot and shall not provide any payment or service in violation of any 
United States economic or trade sanctions. Visit PayFlex.com for more information. 

There may be fees associated with a Health Savings Account (HSA). These are the same types of fees you may pay for checking 
account transactions. Please see the HSA fee schedule in HSA enrollment materials for more information. 

HSAs are currently not available to HMO members in California. HRAs are currently not available to Florida members. HSAs/HRAs 
are currently not available to HMO members in Illinois. 

PayFlex Mobile® is a registered trademark of PayFlex Systems USA, Inc. Standard text messaging and other rates from your 
wireless carrier still apply. 

©2022  PayFlex Systems USA, Inc. 
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