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The intent of this document is to provide general information regarding your potential interests and concerns related to employee compensation and benefits. It does not necessarily fully address all of your
specific issues. It should not be construed as, and is not intended to provide, legal advice. Questions about specific issues should be addressed by your general counsel or an attorney who specializes in this
practice area.
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INTRODUCTION

Economic uncertainty, lifestyle adjustments, increased caregiver burdens,
delayed preventive care and recovery from COVID-19 continue to affect

the state of employees’ physical and emotional wellbeing. For employers,
focusing on these core wellbeing aspects—and the ongoing implications to
workforce health, safety and productivity —is critical.




Employees who feel supported by their organization are better
able to bring their best to work each day. Access to physical and
emotional wellbeing benefits, policies and programs is central

not only to the quality of their experience, but also performance
outcomes. While properly designing and applying total rewards is
always a precondition to competing effectively for talent, success
factors change along with the environment. And today, it’s
important for benefit strategies to consider the increasingly virtual
labor market.

Gallagher Better Works®™ is our comprehensive approach to
benefits, compensation, retirement, employee communication
and workplace culture that aligns your people strategy with
your overall business goals. It centers on the full spectrum of
organizational wellbeing—strategically investing in your people’s
health, talent, financial wellbeing and career growth at the right
cost structures to support diverse workforce needs.

Part of our Workforce Trends Report Series, this installment covers
medical, pharmacy, absence management and voluntary benefits.
It presents recent findings on current and emerging trends to help
employers optimize their investments in physical and emotional
wellbeing. Later installments in the series will focus on the other
aspects of wellbeing.
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Data and insights highlighted in the report series are compiled
from a variety of Gallagher benchmarking surveys that are
conducted each year. In this report, they’re based on an analysis
of our Benefits Strategy & Benchmarking Survey results,
gathered from December 2020 to March 2021. A total of 3,996
organizations across the United States participated.

Findings are broken out by region, organization size and
ownership structure for peer comparison. Each section features
core data highlights, contains tables with detailed results and
wraps up with key takeaways. From broad insights to specific
findings, you'll gain a practical perspective on trends and best
practices to help you face your future with confidence.

To discuss your total rewards strategies, contact your local
Gallagher representative or one of the advisors listed in the back
of the report.

Gallagher
Better
Works”

GALLAGHER



https://www.ajg.com/
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BENEFITS STRATEGY & BENCHMARKING SURVEY
PARTICIPANT PROFILE

WORKFORCE SIZE—FULL-TIME
EQUIVALENTS (FTEs) OWNERSHIP STRUCTURE

Small employer—
under 100 FTEs

Lower midsize

62%

employer— 40%

100 to 499 FTEs

Upper midsize I

employer— 12% .
500 to 999 FTEs For profit

Large employer — .
1,000 or more FTEs 17%

38%

GEOGRAPHY Nonprofit

B Northeast

" Southeast

. North Central
South Central

I West
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MEDICAL BENEFITS

All aspects of employee wellbeing interrelate and interact. But while

they’re mutually supportive, physical and emotional health determine the
foundational capacity for performance and productivity. Clearly a high-value
benefit for employers and employees, medical services remain very costly in
both an operational and individual sense. Minimizing these shared expenses
for health plan coverage isn’t a simple process—but a determined effort can
make them more affordable. Applying value-centric strategies is one way of
providing access to appropriate care at a reasonable cost.



To purchase the full report and the complete Workforce Trends Report series for $650, contact CompensationSurveys@ajg.com

The unusual operational challenges businesses endured in 2020
slowed the inertia of market innovation, especially in medical
benefits. Many organizations diverted their attention to stability,
temporarily pushing major benefit changes to a lower priority
(88%)." Two healthcare needs that overrode other interests were
managing cost trend and otherwise maintaining the status quo.
Yet lower utilization of health coverage made cost containment
more realistic than expected. Employers are in a relatively
favorable position to resume their focus on improving both
healthcare value and access, as the pandemic recedes.

Telemedicine’s forward momentum is expected to
continue uninterrupted.

Remote healthcare has been delivered in some form or another
for decades. Those early years laid the groundwork for the
advanced capabilities and reliable infrastructure of telemedicine
today, and most recently its broad availability and acceptability to
patients—just in time for the pandemic.

Telemedicine is offered by 64% of employers, up 12 points since
2019, while virtual patient visits increased by a factor of 28x from
January to May 2020, before dropping slightly and remaining level
through October.?

Interestingly, findings for preferred provider organization (PPO)
plans suggest that a fair number of organizations are not collecting
a copay on telemedicine, and a few explanations are likely. Some
employers may have made this decision as a savings measure.

HEALTHCARE COST-CONTROL TACTICS USED IN 2021

MEDICAL BENEFITS

. Offer telemedicine
oints

from 2019

112

Waiving the upfront cost share could pay off in the near and long
terms in two ways—by encouraging patients to use a lower-cost
provider site and incentivizing them to get the care they need
during the pandemic. It’s also possible that new adopters of this
technology overlooked the application of a copay. In any event,
there’s a good chance the outcome will be a continued upsurge in
telemedicine.

The use of technology to preserve access to necessary care

is an area of active interest, and these findings suggest that
telemedicine has earned its place in an expanding tech toolkit.

As benefit planning processes pick up where they left off in early
2020, alternative technology solutions for healthcare delivery will
be top of mind. Their strong potential for helping employers avoid
deferred care issues and maintain continuity could be a key driver
of change in the years ahead.

Increase the employee Increase the employee cost share Change plan Use narrow provider f Use reference-based pricing for
Category Base S : . 8 ;
contribution to the premium cost through plan design changes carriers networks healthcare services
ALL 32% 5%

3,380 44% 36%
North Central 1,077 49% 38%
Northeast 483 45% 40%
South Central 633 4% 31%
Southeast 500 41% 38%
West 687 38% 32%
For Profit 1,946 44% 37%
Nonprofit 1,235 44% 34%
Under 100 FTEs 988 33% 25%
100 to 499 FTEs 1,341 45% 35%
500 to 999 FTEs 402 47% 40%
1,000 or more FTEs 587 54% 52%

GALLAGHER

13%

30% 15% 5%
31% 8% 4%
33% 13% 7%
31% 8% 4%
37% 17% 3%
38% n% 4%
25% 18% 6%
40% 10% 3%
33% n% 5%
25% 13% 5%
24% 24% 7%
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MEDICAL BENEFITS

HEALTHCARE COST-CONTROL TACTICS USED IN 2021 (CONT.)

Increase deductibles Provide employees Designate centers of excellence (expert

Offer : 8 S
Category and offer supplemental . with healthcare facilities or providers specializing in

Provide employees with
cost-transparency tools

benefits decision support complex care)

North Central 1,077 26% 64% 29% 10% 29%
Northeast 483 31% 62% 30% 10% 27%
South Central 633 25% 61% 33% n% 26%
Southeast 500 26% 73% 31% 12% 29%
West 687 28% 61% 27% 7% 24%
For Profit 1,946 27% 67% 31% 10% 28%
Nonprofit 1,235 27% 59% 28% 8% 25%
Under 100 FTEs 988 28% 43% 21% 2% 18%
100 to 499 FTEs 1,341 26% 67% 28% 5% 27%
500 to 999 FTEs 402 27% 76% 39% 14% 34%
1,000 or more FTEs 587 27% 85% 42% 30% 37%

Provide wellbeing Offer disease Integrate health and disability Actively deploy a care Perform eligibility
incentives management programs management programs coordination or navigation model audits

Category Base

North Central 1,077 46% 31% 9% 6% 18%
Northeast 483 44% 31% 9% 4% 16%
South Central 633 4% 28% 9% 7% 15%
Southeast 500 48% 39% 9% 6% 18%
West 687 37% 23% 8% 3% 14%
For Profit 1,946 40% 27% 9% 5% 15%
Nonprofit 1,235 47% 33% 9% 7% 18%
Under 100 FTEs 988 26% 9% 3% 1% 5%
100 to 499 FTEs 1,341 43% 27% 8% 4% 1%
500 to 999 FTEs 402 55% 40% 15% 6% 29%
1,000 or more FTEs 587 63% 65% 18% 17% 37%

Provide nonsmokers a discount Apply a separate Apply a surcharge or Offer an opt-out

Perform Offer second- . . : :
on premiums (smoker or charge per exclusion for spouses with credit to employees

claims audits | opinion services

Category
tobacco surcharge) dependent access to other coverage who waive coverage

North Central 1,077 14% 7% 16% 7% 22% 12%
Northeast 483 16% 9% 1% 4% 13% 15%
South Central 633 17% 9% 14% 7% 12% 4%
Southeast 500 18% 7% 19% 7% 15% 8%
West 687 1% 7% 7% 9% 5% 12%
For Profit 1,946 15% 8% 16% 7% 15% 8%
Nonprofit 1,235 15% 7% 10% 7% 14% 13%
Under 100 FTEs 988 3% 3% 4% 12% 6% 10%
100 to 499 FTEs 1,341 14% 6% 13% 5% 12% 12%
500 to 999 FTEs 402 21% 8% 17% 5% 19% 12%
1,000 or more FTEs 587 35% 18% 30% 3% 29% 7%
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ABOUT GALLAGHER

The pursuit of “better” is ongoing. And the process involved requires recognizing and acting on unforeseen risks, while
keeping a mindset that turns the toughest challenges into opportunities.

People are an organization’s greatest asset in any challenge. And the connection between employee wellbeing and organizational wellbeing has
never been more apparent—or more important.

Employees have multifaceted needs that extend beyond their work commitments. That’s why their wellbeing is at the center of Gallagher Better
Works®™, a comprehensive approach that engages them in their work and drives your organization’s success. By strategically investing in benefits,
compensation, retirement and employee communication, you're able to support the health, financial security and career growth of your people at
the right cost structures.

From evaluating the demographics of your workforce to surveying and analyzing competitor trends, Gallagher helps you gather new insights and
apply best practices that promote productivity and growth. A data-driven focus allows you to continually improve and make changes for better
outcomes.

As you develop new business operating models, support employees working remotely, and ensure equity and inclusion within a diverse workplace
culture, your people can perform at a higher level. When this happens, you optimize your annual talent investment and mitigate organizational
risk to maximize your profitability.

A strategy rooted in the wellbeing of your people is one that allows organizational wellbeing to thrive—even in times of uncertainty.

Arthur J. Gallagher & Co. (NYSE: AJG), an international insurance brokerage and risk management services firm, is headquartered in Rolling
Meadows, lllinois; has operations in 56 countries, and offers client-service capabilities in more than 150 countries around the world through
a network of correspondent brokers and consultants.

TERMS OF USE

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. GBS/Kestra-CD(3600442)(exp052022).
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For institutional use only. Not for public distribution. 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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