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Building the case for an EAP

2 ways to approach a business case — use a formula or measure factors

BY JUDITH PLOTKIN

mployers readily accept
strong employee benefits
packages are important
for attracting and retain-
ing talent. But what is the actual
return on investment (ROI)? How
do they measure the positive im-
pact of offering prescription drug
coverage or dental and vision
care? Many employers offer these
because they are expected to do
so, without much concern about
demonstrating ROI.
But when it comes to employee
assistance programs (EAPs), the
need for a business case arises
more frequently — often because
EAPs deal with less tangible and
more uncomfortable issues, such
as financial or marital problems,
or difficulties with stress, anxiety
and depression.
But EAPs usually represent a
small portion of the total spend on
benefits and can produce an easy
return on investment for an em-
ployer, especially given workplace
challenges such as:
ean aging workforce
*work-life balance
*health issues related to behav-
ioural choices (smoking, weight
gain, drinking, conflict and stress)

emental health issues causing in-
creased absenteeism and disabil-
ity claims costs.

Considering EAP programs fo-
cus on mental health, work-life
support and behaviour change,
the business case almost makes it-
self. But there are two ways to ap-
proach the business case for
EAPs: Use a formula to calculate
how much personal problems cost
an organization and how an EAP
can help, or measure factors that
can drive direct costs at the orga-
nization, such as disability inci-
dents, claims costs, turnover rates
or employee satisfaction.

Using a formula

Using a formula means figur-
ing out the dollar value spent on
an EAP versus the mitigation of
risk that can occur by helping em-

ployees who are distressed and
experiencing personal problems.
The result is a conservative esti-
mate because EAPs offer behav-
iour change products that miti-
gate risk and focus on prevention
to appeal not just to distressed
employees but employees who
need to modify behaviour because
of disease states and other factors
present in their current health.

To calculate how much per-
sonal problems cost an organiza-
tion and what savings or returns
might be realized by implement-
ing an EAP, statistics can be help-
ful. Fifty-nine per cent of employ-
ees experience role overload, 31
per cent have work or family con-
flict, 27 per cent experience job
stress and 25 per cent suffer from
mental, emotional and health is-
sues, according to a 2008 report by
Homewood Human Solutions.

An organization can also esti-
mate how many workers will have
personal problems in any given
year.

“Ten per cent is a conservative
estimate of the proportion of an
organization’s employees who will
experience difficulties in any an-
nual period. This figure should
then be multiplied by the average
decrease in productivity of an em-
ployee who is experiencing per-
sonal problems (about 37.5 per
cent),” according to Canadian
Group Insurance Benefits by
Ashim Khemani. “The result of
this calculation yields a rough and
conservative indication of how
much employees’ personal prob-
lems can cost a company each
year. This model examines the ef-
fectiveness in helping reduce the
cost of employees in distress.”

It is likely an additional five to
10 per cent of employees will use
the EAP in a preventive or sup-
portive manner for changing be-
haviour or managing their health
conditions. For example, they may
use smoking cessation, nutrition-
al support or elder care resources.

In calculating the savings an
organization would realize by im-
plementing an EAP, the first step

is to estimate how many workers
will use it. The effectiveness of the
overall services provided, preven-
tive aspects included and the
quality of the EAP are critical. Ac-
credited EAP providers should be
able to produce outcome data to
demonstrate this.

Potential EAP savings in the
first year can be calculated using
an estimate of the employee popu-
lation that may use the services
multiplied by the annual average
compensation, then multiplied by
37.5 per cent (the reduced produc-
tivity figure). This figure is then
multiplied by 90 per cent (EAP ef-
fectiveness rate) to obtain a con-
servative cost-savings estimate.
From this amount, the cost of the
EAP itself is deducted. (See side-
bar for a sample calculation.)

There is a cumulative cost-sav-
ings effect in subsequent years,
since an effective EAP is designed
to resolve an employee’s problems
so they will not occur again or at
least not affect the employee’s
productivity.

This calculation does not take
into account other workplace ser-
vices EAPs offer and the savings
and impact related to these ser-
vices. There is a six-to-one ROI for
EAP and wellness programs com-
bined and a three-to-one ROI for a
stand-alone EAP, according to the
International Foundation of Em-
ployee Benefit Plans (IFEBP).
Wellness and workplace support
can include manager training,
conflict resolution, manager sup-
port and wellness training ses-
sions that most EAPs offer.

Since stress both at work and
at home is a precursor to more se-
rious mental health issues, help-
ing the workplace mitigate the cu-
mulative effects of crisis, stress
and conflict is a growing and im-
portant part of an EAP. Using oth-
er workplace support services
that many EAPs offer, such as con-
flict management, effective man-
agement training and respectful
workplace policies and training,
will encourage healthy workplace
practices.

Using measurement

The other way to build the
business case is to measure a va-
riety of factors specific to the or-
ganization. These can drive direct
costs, such as disability incidents,
claims costs, turnover rates or in-
dicators of engagement, such as
client retention, employee satis-
faction and EBITDA (earnings be-
fore interest, taxes, depreciation
and amortization).

These factors can be bench-
marked and then re-measured to
attain the impact of a compre-
hensive EAP promotion focused
on wellness and mental health.
Organizations can start with a
small benchmarking survey to
measure engagement and health
prior to an EAP promotional
campaign.

Of course, active communica-
tion, integration and promotion
are critical to driving tangible re-
sults from an EAP. The more iso-
lated and poorly promoted the
program, the fewer results will be
realized. Confirming a focus on
wellness and committing to
health-promoting workplace prac-
tices (including EAPs) will impact
the return on investment.

EAPs can see anywhere from a
three-to-one return on investment
to a six-to-one return with good
promotion and communication,
according to Selecting and
Strengthening Employee Assis-
tance Programs, a 2009 report by
the Employee Assistance Society
of North America.

Like most benefits, usage of
the program can drive the cost of
the program — this is an issue
many plan sponsors struggle with
— but the benefits of the wellness
and the EAP promotion outweigh
the costs. Employers that realize
the ROI is inherent in promoting
everything an EAP stands for un-
derstand the value of promotion
and prevention. In terms of valu-
ing total employee health, both
mental and physical, an EAP can
send a powerful message to the
workforce.

Judith Plotkin is vice-president of
strategic growth at Human
Solutions, an EAP provider in
Toronto. She can be reached at
Jplotkin@humansolutions.ca or
for more information, visit
www.humansolutions.ca.
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