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2021 Workforce Trends Report Series

People & Organizational Wellbeing Strategy

* Findings and insights from the
2021 Benefits Strategy &
Benchmarking Survey

Workforce Trends
2021 Report Series

PEOPLE &
ORGANIZATIONAL
WELLBEING

STRATEGY

Findings and insights from the 2021
Benefits Strategy & Benchmarking Survey

« Conducted December 2020 to
March 2021

U.s. Edition

« 3,996 participating organizations

*  More than 300 questions covering
the total compensation spectrum

«  The first report in the 2021 series
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2021 Benefits Strategy & Benchmarking G Gallagher
Survey Participant Breakdown

GEOGRAPHY

WORKFORCE SIZE—FULL-TIME
M Northeast EQUIVALENTS (FTEs)

1 Southeast
[ North Central
[ South Central

I West Small employer—
under 100 FTEs
Lower midsize
employer—
100 to 499 FTEs

Upper midsize
employer— 12%
500 to 999 FTEs

a

OWNERSHIP STRUCTURE

4l

4
1

62% 38%

FOR PROFIT NONPROFIT

Large employer—
1,000 or more FTEs . 17%
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2021/2022 Salary Planning Survey G Gallagher
Participant Breakdown

GEOGRAPHY

WORKFORCE SIZE—FTEs

Il Northeast
1 Southeast

|1 North Central

[ South Central Small employer—

I West under 100 FTEs
Lower midsize -
100 to 499 FTEs

employer—

.

Upper midsize
OWNERSHIP STRUCTURE employer— 10%
500 to 999 FTEs

/ Large
i Zoce B
I or more FTEs

51% 50%

FOR PROFIT NONPROFIT
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Gallagher’s approach

Gallagher
Better
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Employee Wellbeing

A strategic approach to promoting the wellbeing of employees.
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HR Leaders: Then & Now
The work Gallagher does with our clients makes the most of their talent investments and drives business

growth
HR Prionties: Pre-COVID HR Priorities: Now

Aftract & Retain A Competitive Workforce Health & Safety OFf Employees

1 T8% Of Respondents 1 5% Of Respondents

2 Controd Employee Benefit Costs 2 Business Continuity
4T% Of Respondents T74% Of Respondents

3 Create A Strong Culture 3 Recovery Plan
J8% Of Respondents 43% Of Respondents

Cial lagher's 2048 Benefiis Stralegy & Benchmariing Suray Callaghers 2022 Benefiis Siralegy & Berchmarking Sureay
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Economic Forecast

Signs of economic recovery are prompting optimistic forecasts for
revenue and headcount increases.

AREAS EXPECTED TO GROW BY 2022 Areas expected to
grow by 2022
./. o "\.I ..";f.f_ ) H\\-.I
{ 63% ) ;.
\-_-/ '\h-_-.f:

Headcount Revenue
Revenue Headcount

Gallagher, “2021 Benefits Strategy & Benchmarking Survey,” March 2021
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Top Operational Priorities

Most employers continue to prioritize attracting and retaining a
competitive workforce.
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Pent-up turnover
concerns increasing the
focus on engagement.

» 35% of employers consider
increasing workforce engagement a
top HR priority

35% of employers consider training
and developing employees a top HR
priority

73% of employers consider attracting
and retaining a competitive workforce
a top HR priority




Using an employee wellbeing
strategy likely promotes a
stronger work culture.

Size influences the tendency of an organization
to prioritize a whole- health employee benefits
program:

* 11% of small
o 24% of lower midsize
» 35% of upper midsize

* 43% of large employers

© 2021 ARTHUR J. GALLAGHER & CO.



Elevated support for emotional
wellbeing and mental health is
a top focus.

Differentiators — more unique
ways of promoting emotional
wellbeing —include:

» Adoption assistance (14%)
« Onsite meditation rooms (13%)

« Affinity groups (8%)

« Large employers more frequently
offer these benefits at respective
rates of 31%, 21% and 16%
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Employee Wellbeing

People expect better of their employers, and flexibility is increasingly
offered to support work-life balance.

OFFER FULL-TIME TELECOMMUTING

‘ 26%

2021 2020

©2021 ARTHUR J. GALLAGHER & CO.
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Investing in Total Rewards

Medical is the top benefits
category for enhancement,
targeted by 55% of employers

43% of employers have upgraded
leave policies
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Gallagher, “Benefits Strategy & Benchmarking Survey,” March 2021
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Compensation and Benefits Planning Horizon

Longer-term compensation and benefits planning can bring cost efficiencies
and other advantages.

2021 MEDIAN COMPENSATION AND BENEFITS COSTS

$10,000-$10,999

Annual dollars spent on paid benefits per eligible employee

20%-21.9% | 30%-34.9%

Benefits as a percentage of a percentage of total rati
total compensation = revenue e

Undecided about addressing delays in
preventive care with their employees

©2021 ARTHUR J. GALLAGHER & CO.



Healthcare Costs

Median benefits spending is about
a fifth of total compensation

Annual benefits spending remains
stable compared to 2020

Lower healthcare utilization and
spending reduced cost pressures
iIn 2020

Change in Benefit Costs since 2019
(percentage of Total Compensation)

Increased (35%)
Stayed the same (49%)
Decreased (4%)

Bl AGHER & C@H
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Healthcare Cost Challenges

Most employers expect moderate healthcare cost increases in 2021.

By encouraging and enabling employees to
manage their wellbeing better, healthcare
costs are mitigated.




Top Healthcare Cast*
Management Challenges:

High cost of medical services
High cost of specialty drugs

Unhealthy covered population
(employees and dependents)

Benefit strategies, offerings and cost-
management tactics remain largely
unchanged in 2021.

Gallagher, “Benefits Strategy & Benchmarking Survey,” March 2021
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Healthcare Cost-Control Measures

Telemedicine’s pandemic-accelerated growth has more firmly
anchored its top spot among cost-control measures.

USE OF STANDARD COST CONTROLS—LARGE V5. SMALL USE OF VALUE-BASED COST CONTROLS—LARGE V5. SMALL
EMPLOYERS EMPLOYERS
Telemedicine Designated centers of excellence
Disease management programs 65% Q% Marrow provider networks 24% 10%
Increased employee cost share — — Integrated health and disability — -
through plan design changes management programs
Healthcare decision support A2% 21% Second-opinion services 18% 3%

Audits of plan eligibility 37% 5% Care coordination model 17% 1%

©2021 ARTHUR J. GALLAGHER & CO.
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Cost-Management Tactics

Adoption of cost-management tactics is expected to pick up over the
next two years.

USE OF COST-MANAGEMENT TACTICS —PROJECTED INCREASE OF
20% OR MORE BY 2023

Cost sharing through plan
1 9 ()/ design changes - 24%

Wellbeing incentives

Cost-transparency tools . 22%

_ Healthcare decision support . 20%
19% of employers plan to increase

employee contributions to the cost
of premiums

©2021 ARTHUR J. GALLAGHER & CO.
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Medical Benefits Planning

COVID-19 sharpened awareness about the value of adequate
medical and pharmacy coverage.

More than
4 in 1 0 Offer domestic partner coverage

7%

Consider medical and pharmacy benefits
key assets for securing talent

Gallagher, “2021 Benefits Strategy & Benchmarking Survey,” March 2021
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Types of Employer-paid Coverage G . Gallagher
Offered Gallagher

Insurance | Risk Management [ Consulting

Consumer-directed health plans (CDHPs) are making gains
in the PPO-dominated market as cost pressures persist.

RISE IN CDHP + HSA ENROLLMENT

7 &

21% 18%

2021 2020

Gallagher, “2021 Benefits Strategy & Benchmarking Survey,” March 2021
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Cost Trends

« SHRM — Group Health plan premium increses 4.7% - 5.2%
* Willis Towers Watson — (378) 5.2% premium increases 2022
* Mercer — (1502) — 4.7% Per Employee increases for 2022

- Segal — (80 carriers, TPA's & PBM’s) 7.3% on PPOs/POS

* Aon — (700) 5% increase “large self funded”

« Aon — U.S. medical cost trend 6.5%

e https://www.shrm.org/resourcesandtools/hr-
topics/benefits/pages/health-plan-cost-increases-return-to-pre-
pandemic-levels.aspx

© 2020 ARTHUR J. GALLAGHER & CO. | AJG.COM
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2022 Medical Renewals Gallagher

Insurance | Risk Management l Consulting

When do you get your renewal? Are you properly prepared?

Small, Mid, Large

Trend — medical + pharma

Covid Impact * pent up demand , Tests

Even for groups running well on a fully insured basis don’t be
surprised at around a 9-10% ask “out the door”







Sensibly, many employers stepped back
from making significant changes to medical
benefits design in early 2021, but they're
poised for action as pandemic management
and economic recovery progresses.

Preserving a competitive healthcare package
by improving value—and creating cost
efficiencies—is the charge going forward.

Gallagher
Insurance ‘ Risk Management ‘ Consulting
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Gallagher’s Nonprofit Practice

OO
Global Resources to fit your needs
V]

Helping Nonprofit Organizations Reclaim
Dollars for their mission since 1927

24,000+ Nonprofit Clients

A year of giving back, 112,000+ volunteer &
service hours in 2019

=4| WORLD'S MOST

§EJMHJ&%- 10 Consecutive years, only Insurance Broker

WWW.ETHISPHERE.COM
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The intent of this Survey is to provide you with general information regarding current practice within the employee benefits environment. The data does not constitute recommendations or other advice regarding employee
benefit programs, and the user is in no way obligated to accept or implement any information for use within their organization(s). The decision to utilize any information provided rests solely with the user, and application of the
data contained does not guarantee compliance with applicable laws or regulations regarding employee benefits. Information provided by the Survey, even if generally applicable, cannot possibly take into account all of the
various factors that may affect a specific individual or situation. Additionally, practices described within the Survey should not be construed as, nor are they intended to provide, legal advice.

The Web Site and the Content do not constitute accounting, consulting, investment, insurance, legal, tax or any other type of professional advice, and should be used only in conjunction with the services of a Gallagher
consultant and any other appropriate professional advisors who have full knowledge of the user’s situation.

Gallagher does not represent or warrant that the Content will be correct, accurate, timely or otherwise reliable. Gallagher may make changes to the Content at any time. Gallagher assumes no responsibility of any kind, oral or
written, express or implied, including but not limited to fitness for a particular purpose, accuracy, omissions and completeness of information. Gallagher shall in no event whatsoever be liable to licensee or any other party for
any indirect, special, consequential, incidental, or similar damages, including damages for lost data or economic loss, even if Gallagher has been notified of the possibility of such loss. For the purposes of this section the term
“Gallagher” shall be construed so as to include Gallagher Surveys as a marketing division and/or Gallagher Benefit Services, Inc. and its affiliates.

Consulting and insurance brokerage services to be provided by Gallagher Benefit Services, Inc. and/or its affiliate Gallagher Benefit Services (Canada) Group Inc. Gallagher Benefit Services, Inc., a non-investment firm and
subsidiary of Arthur J. Gallagher & Co., is a licensed insurance agency that does business in California as “Gallagher Benefit Services of California Insurance Services” and in Massachusetts as “Gallagher Benefit Insurance
Services.” Certain appropriately licensed individuals of Arthur J. Gallagher & Co. subsidiaries or affiliates offer securities through Kestra Investment Services, LLC (Kestra IS), member FINRA/SIPC and or investment advisory
services through Kestra Advisory Services, LLC (Kestra AS), an affiliate of Kestra IS. Neither Kestra IS nor Kestra AS is affiliated with Arthur J. Gallagher & Co., or Gallagher Benefit Services, Inc. Neither Kestra AS, Kestra IS,
Arthur J. Gallagher & Co., nor their affiliates provide accounting, legal, or tax advice.

Investor disclosures https:/bit.ly/KF-Disclosures
© 2021 Gallagher Benefit Services, Inc.

All rights reserved. No part of this book, including the text, data, graphics, interior design and cover design may be reproduced or transmitted in any form, without explicit consent from Arthur J. Gallagher & Co.
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