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Introduction

Competing for employees outside of the
public sector, just on compensation alone, has
been a tough proposition for public entities.

The need to differentiate benefits adds another cost challenge, but there are ways to wisely allocate
spend—while stretching paychecks. Employers can cultivate an affinity for the mission of their city,
county or state by connecting employees to the community value they provide.

Wellbeing is at the center of Gallagher Better Works™, our comprehensive approach that aligns your
people strategy with your overall business goals. It focuses on the full spectrum of organizational
wellbeing—taking a strategic approach to investing in employee wellbeing at the right cost structures
to support diverse workforce needs.

Part of the Workforce Trends Report Series, this addendum highlights key findings and implications
based on responses from 300 public entities that participated in our 2023 Benefits Strategy &
Benchmarking Survey. 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.
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Benefits Strategy & Benchmarking Survey Public Entity Participant Profile

itfhy 300

Type of public entity

60% UL

Workforce size—full-time equivalents (FTES)

Small employer—under 100 FTEs - 25%

Lower midsize employer—100 to 499 FTEs 46%
Upper midsize employer—500 to 999 FTEs - 16%

Large employer—1,000 or more FTEs . 14%

Annual operating revenue

$20M-$99.9M

Less than $20M

$100M or more

Geography

[l Northeast

B Southeast

B North Central
South Central

B west




Key Takeaways for Public Entity Employers

Organizational
Wellbeing

Physical & Emotional
Wellbeing

Career Wellbeing

Financial Wellbeing

Optimal resource management includes a focus
on retaining productive and reliable employees
as well as creating efficiencies.

Pharmacy benefit management and mental health
support are central issues in efforts to balance
cost control and maximize employee wellbeing.

Engagement is enhanced by an elevated
employee value proposition that clearly
communicates how the organization invests
in career growth, as a dimension of health
and wellbeing.

Inflation spotlights the importance of financial
wellbeing, offering an opportunity to showcase
supportive benefits to all employees.




Organizational
Wellbeing

Better manage resources by
focusing on retaining productive
and reliable employees.

Retention outranks benefits and operations cost control as a top priority for public
entities. Many approach this critical goal with a multi-year plan. Because engaging higher
performers often requires highly competitive compensation and benefits, looking farther
ahead helps ensure progress and sustainability.

Pressed to operate in a labor market that expects more for less, public entities are
starting to enable process automation for certain HR tasks. When evaluating a partner,
compatibility with the organization’s existing platform, and ancillary vendors, is a key
factor to consider. Data integration is also critical.

Diversity, equity and inclusion (DEI) is more than a compliance framework for non-
discrimination and regulatory requirements. Initiatives support inclusion by honoring
the unique talents that individuals bring to their role. Public entities most often apply
the principles of DEI to their recruitment and communication practices, and leadership
accountability standards.




Organizational Wellbeing

Top operational priorities

OROX

Retaining talent Attracting Controlling employee
talent benefit costs

Areas of the organization that
have integrated DEI standards

Recruitment

iYo)’@ Leadership accountability

[ ]
Expect to add and/or upgrade
More than : ; ]_I I ! ; their HR tech solutions by 2025

Strategic approach to HR technology

Don’t have a strategy - 22%
Have a limited or basic strategy _ 45%
Have a strategy that supports o
the people strategy 19%
Have a comprehensive strategy that 15%
aligns with organizational strategies °
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Take a multi-year
approach to planning

‘ 37% ‘ 29%

Compensation Benefits

Nearly

3inb

Average $15,000 or more in employer-paid
benefits per eligible employee annually



Physical &
Emotional
Wellbeing

Pharmacy benefit management
and mental health support are
central issues.

Pharmacy cost transparency, weight loss drugs and the gene therapy pipeline account
for three key concerns demanding employer attention. Besides cost containment, it’s a
matter of how to help ensure appropriate access. Public entities are focusing on specialty
pharmacy management as drug utilization grows, and exploring and applying benefit
design controls. They're also leveraging manufacturer assistance and innovative

payment strategies.

Increasingly, organizations are recognizing their influential role in promoting the mental
health of their employees. They provide support such as days off and counseling, and also
train their managers to offer proper guidance when help is needed.

Voluntary benefits allow customized choice, which can better equip a multigenerational
workforce to meet changing needs throughout their lives. Expansion plans for many
public entities include adding critical illness and cancer care insurance.



Physical & Emotional Wellbeing

o Carve out prescription drug
coverage to a pharmacy
0 benefit manager

l1in4

Deployed enhanced mental and
behavioral health programming in 2023

O Provide time off
for mental health
O or burnout

3 . 5
Offer voluntary benefits to provide

comprehensive benefit packages
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Tactics employed to manage the
use and costs of specialty drugs

Conduct pharmacy contract
reviews and negotiations

Use a fourth-tier
pharmacy benefit

Leverage patient
assistance programs

Implement risk pooling for
gene therapy medications

Exclude certain
specialty drug classes

Top voluntary benefit additions expected by 2025

Critical illness
insurance

Accidental death Accident
and dismemberment insurance



areer
Wellbeing

Clearly communicating the
employee value proposition helps
elevate engagement and wellbeing.

Providing support for career growth, acknowledging people as valued team
members and recognizing their contributions reliably deliver a strong return on
investment. These actions correlate with higher career satisfaction and retention.

Awareness, positive perceptions and the use of benefits all come down to
communication. A complete understanding of what’s available helps employees
grasp the full value of their total rewards. Yet most public entities restrict
information to basics such as enroliment and safety. Using a well-conceived
and well-executed strategy, they can better inform and engage employees to
maximize wellbeing.

Having recognized engagement as a key driver of retention, many are focusing
more intently on efforts to improve this metric. Communications that build trust
promote attachment to the organization. And messaging that defines or clarifies
employees’ purpose strengthens their cultural connection.




Career Wellbeing

e 1in 3

Indicate career wellbeing has
become more important in 2023

Components of career
wellbeing initiatives

64%
33% ‘ 42%
Have a strategy for Plan to by
improving employee 2025

engagement
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O Increased the importance of communicating about
O compensation and benefits in response to the economy

Scope of the employee communication strategy

No current strategy - 12%
Strategies for some programs (e.g., 69%
safety, wellness, benefits enroliment) °
Comprehensive strategy - 18%

Top tactics used to improve employee engagement

OROX "

Communicate in a way Give timely and Define clear
that fosters trust constructive feedback performance goals
and confidence

11



Financial
Wellbeing

Inflation offers an opportunity
to emphasize financial
wellbeing benefits.

High inflation ups the ante for financial stress, and employees are looking for relief.
Holistic support is needed to address a range of priorities when improving overall
financial wellbeing. To attract and retain talent, emphasizing the merits of a solid

retirement program can be a differentiator in a sector that’s known for this benefit.

Interest in retirement programs should be grounded in a basic understanding of
financial health fundamentals, provided by educational resources. Tools such as
estate planning, debt counseling and emergency savings help employees meet their
individual needs. Financial stressors affect mental health, and alleviating them can
boost productivity and physical wellbeing.

Commonly offered tuition assistance shows support for career growth in addition to
reducing a significant financial burden. It’s an investment in the organization as well
as employees because both benefit from advanced knowledge and skills.



Financial Wellbeing

O Have a retirement
O program

Most common active retirement plans offered

‘ 72% 69% ‘ 27%

Defined benefit 457 401(k)
(pension)

wn] in 2

Indicate financial wellbeing has become
more important in 2023

Methods used to promote better savings habits

o

44% 12%

Auto-enrollment Auto-escalation

[ )
More than 8 1[ l 4 Offer tuition assistance
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Components of financial
wellbeing initiatives

Financial literacy resources or seminars

o Will preparation, estate planning
48% :
or other legal services

Employee discount programs

One-on-one financial coaching sessions

Financial planning or wealth
management services

Debt counseling

Student loan forgiveness

529 college savings plan

—
@



Final Remarks

Staying competitive in today’s labor market requires employers to match benefits to individual preferences.
This challenge isn’t new, but it’'s becoming increasingly complex, with more diverse characteristics to
consider. However, public entities are positioned to succeed because benefits are the bedrock of their total
rewards. Strategic options range from expanding choice through voluntary benefits to providing time off for
mental health to meeting employees where they are with financial wellbeing.

The focus on people support is evolving as the need to increase efficiencies and maximize investments
requires a closer embrace of technology. Typically limited, budgets are often spent on new tools that help
automate processes and ensure compliance with regulatory requirements. Many organizations are also
using data more effectively to inform decisions and track outcomes. Integrating various data sources across
internal systems and external vendors provides a complete view of the organization.

While factors like inflation and a tight labor market are outside the control of public entities, creative
differentiation supports successful attraction and retention of key talent. Popular benefits and perks, career

growth opportunities, and a strong culture help employers to stand out.

For additional insights and custom benchmarking on the latest trends impacting public entities, contact your
local Gallagher consultant or visit AJG.com/publicsectorbenefits.
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About Gallagher

Your people are your organization’s
greatest asset.

But daily hardships—like economic uncertainty, personal and family health concerns, and
insufficient resources or staffing at work—can take a toll on your people and leave your business
struggling with hindered productivity, heightened disengagement and strained retention.

That's why every aspect of your benefits and compensation program needs to work in concert
to promote overall employee wellbeing. Offering robust medical coverage and a competitive
retirement plan isn’t enough in today’s hyper-competitive labor market.

As employees across all geographies, industries and employer types navigate the ever-changing
world, organizations must critically evaluate their people’s experience in the workplace —finding
unigue ways to engage teams, establish authentic connections and support employee
wellbeing overall.

Doing so can help your business attract top talent, motivate employees and shift the
organizational culture so employees feel differently about their work. When organizations
find ways to reduce burnout and increase productivity among their people, business
performance can soar.

This is why employee wellbeing is at the center of Gallagher Better Works™—a comprehensive
approach for strategically investing in benefits, compensation, retirement, employee
communication and workplace culture so you can support your people’s physical and
emotional health, financial confidence and career growth at the right cost structures.

From evaluating the demographics of your workforce to surveying and analyzing competitor
trends, Gallagher offers you data-driven insights—allowing you to make the most of your
investment in talent, deliver a better people experience and reduce organizational risk.

Even in times of uncertainty, Gallagher’s consultants are here to help you optimize your
profitability with a strategy rooted in the wellbeing of your people—so you can face the future
with confidence.



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 Website 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.

Gallagher Fiduciary Advisors, LLC (“GFA”) is an SEC Registered Investment Advisor that provides retirement, investment advisory, discretionary/named and independent fiduciary services. GFA is a limited liability company with Gallagher Benefit Services, Inc. as its single member.
GFA may pay referral fees or other remuneration to employees of AJG or its affiliates or to independent contractors; such payments do not change our fee. Neither Arthur J. Gallagher & Co., GFA, their affiliates nor representatives provide accounting, legal or tax advice.

Securities may be offered through Triad Advisors, LLC (“Triad””), member FINRA/SIPC. Triad is separately owned and other entities and/or marketing names, products or services referenced here are independent of Triad. Neither Triad nor their affiliates provide accounting, legal or
tax advice. GFA/Triad CD (5810379)(exp072025).

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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Insurance ‘ Risk Management ‘ Consulting ETHISPHERE

13-TIME HONOREE

“World's Most Ethical Companies” and “Ethisphere” names and marks are registered trademarks of Ethisphere LLC. Arthur J. Gallagher & Co. was named one of the World’s Most Ethical Companies® for 2023. Participants pay a $3,500 application fee to be considered for this award.
For full criteria and details of the evaluation and scoring process, please visit FAQs—worldsmostethicalcompanies.com.

© 2023 Arthur J. Gallagher & Co. | GBS42677


https://worldsmostethicalcompanies.com/faq/
https://www.ajg.com/
https://www.ajg.com/



