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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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Now past the one-year mark of the pandemic’s onset, treatments and
vaccines, developed in record time, are helping to turn the tide on a
persistent and costly challenge to our health and the economy.

Major changes to the way business

was done in 2020 are defining the way
forward in 2021. Shifts in patterns for
healthcare consumption and delivery
continue to influence benefits planning
and rollout, while an entrenched remote
work culture has reset the parameters for
where and when jobs get done. But for
many employees with school-age children
learning virtually or caregiving for others at
home, the burden of their responsibilities
has intensified.

A lingering downside of this ongoing
conflict between professional and personal
priorities is acute attrition among female
employees—putting workforce diversity

at risk. Relatedly, the pandemic has also
called attention to the fragility of employee
financial wellbeing and its important role in
a comprehensive total rewards offering.

In 2021, organizations are leveling up to

address these unique challenges.

They're learning how to best prepare their
workforce for COVID-19 vaccines, and
exploring whether to add to retirement
benefits or alter their strategy with newly
available pooled retirement plans.

Adaptive approaches to talent management
can provide a competitive advantage. For
instance, aligning employees to appropriate
roles and equitably compensating their
contributions optimizes the ability of flexible
work policies, training, and measurement to
reduce stress and burnout.

To help your workforce achieve their

full potential, Gallagher has created an
approach to benefits, compensation,
retirement, employee communication

and work culture unlike any other.
Gallagher Better Works®™ centers on the
strategic investments you make in your
employees’ health, financial wellbeing and
career growth, with a holistic focus on
organizational wellbeing.
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PREPARING A STRATEGIC APPROACH TO COVID-19

VACCINATION

There’s a new set of
challenges to work
through as employers
focus on ensuring the

vaccines deliver the
full dose of potential
benefits to their
organization.

CORE OBJECTIVES OF EMPLOYER
VACCINATION STRATEGIES

Safeguarding the health of
employees, customers and
partners

H

It’s been months since the first vaccines proven to protect against
SARS-CoV-2 were approved, and their introduction couldn’t come soon
enough. New options will likely follow, but these early entrants to the
market have already changed the public health battle against COVID-19.

The availability of multiple vaccines has
renewed hopes that far more lives can

be saved, and life itself will gradually
return to normal. For organizations

taking extraordinary measures to

protect employees, customers and other
stakeholders while minimizing the effects
of disrupted operations, business interests
now look brighter.

Yet there’s a new set of challenges to work
through as employers focus on ensuring the
vaccines deliver the full dose of potential
benefits to their organization. The initial
rollout managed by state and local public
health authorities was hindered by different
interpretations of CDC guidelines, including
population priorities. Disconnected efforts
were further complicated by a reluctance
to get vaccinated, even among people at
greater risk from COVID-19.

Owing to concerns raised by this chain

of events and the record-breaking pace

of vaccine development, most employers
had probably put together at least a

basic vaccination strategy by January.

But fluctuating circumstances and other
complications are almost certain to require
adjustments to any approach, and a few
key considerations apply broadly.

Common objectives and distinctive
challenges

The core objectives of a vaccination strategy
are identical for most employers, regardless
of their size or industry. But shared objectives
don’t translate to one approach that works
best for all organizations because their
challenges differ.
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Interests and issues are influenced by
industry; geographic footprint; organizational
culture; collective bargaining agreements; and
existing policies, including those previously
implemented to manage the pandemic.

Key questions underlying a
vaccination strategy

Taking some time to think through three
fundamental questions will help employers
outline a well-targeted vaccination
strategy. An understanding of key factors
and a look at recent trends will also direct
better decisions.

Is mandating employee vaccination the
right decision?

An early 2021 survey found that only 7% of
healthcare employers planned to mandate
vaccination for employees returning to
work." Such a low rate, for this particular
sector, suggests the implementation
challenges and potential liability that flow
from this decision are giving all types of
employers pause.

If employers make the difficult choice to
mandate vaccination, they’ll want to plan
ahead to address resistance. It’s important to
pay special attention to meeting reasonable
accommodation requests from employees
who qualify based on health conditions

or religious beliefs.? More broadly helpful

is identifying measures that can increase
participation and ensure safe interactions
with those who are not vaccinated.
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78%
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How actively should employee vaccination
be promoted and supported?

In the absence of a mandate, there are
plenty of tactics for employers to use that
will help maximize vaccination coverage.
In fact, 95% want to be involved in some
way, partly because 76% are concerned
employees will elect not to receive the
vaccine when it becomes available.’

Information gaps are an obstacle. To

help employees make more educated
decisions, most employers are planning
targeted communications. Topics include
the vaccine’s importance to population
health (78%), and guidance about vaccine
availability based on employee age and risk
profile (53%)."

Efforts to remove other barriers to
vaccination are also underway. More than
6in 10 (64%) employers plan to cover the
full cost through their health plan. And over
half will either provide vaccination services
onsite (29%) or give employees paid time
off to get vaccinated (28%).’

In January, several national retailers and
service companies with frontline or essential
workers were among the first employers

to announce extra pay for employees who
are vaccinated. At least one is also shifting
schedules to ensure they have time.®

What’s the best way to coordinate
vaccination and return-to-work policies?

At the onset of the pandemic, employers
swiftly responded with operational
solutions, including work-at-home policies,
that protected employees from contracting
the virus. Few could have guessed how long
remote work would remain in place.

An effective vaccine is now a precondition
for returning many employees to the
workplace. Yet the timeline for receiving an
injection depends on factors like industry,
job type and a range of population
characteristics.

'Gallagher, “Workforce Trends Pulse Survey,” February 2021

2Gallagher, “Employer COVID-19 Vaccine Considerations,” January 2021
*USA Today, “Coronavirus vaccine incentive: Aldi, Trader Joe's, Instacart and Dollar General to pay workers

to get vaccinated,” January 2021

Prioritization may also differ by state,

so the return of employees to work

could be staggered. Identifying the
interdependencies between the schedules
for both this process and vaccinations

will allow for more efficient planning and
smoother outcomes.

Establishing and maintaining an
effective vaccination strategy

Understanding the fundamentals of
developing a reliable vaccination strategy
is a significant step. To effectively apply the
finalized strategy, clear policies need to be
formulated that not only comply with legal
and regulatory requirements, but also align
with the organization’s culture and goals.

Best practices for delivering a successful
vaccination strategy revolve around three
policy concepts—Ilearn, engage and
communicate. Learning involves a focus on
the many important nuances to consider. It
can be enhanced through expert guidance
on policies and plans; surveys that more
clearly define employees’ vaccination needs,
intentions and concerns; and insight into
other employers’ approaches.

Engaging representatives of the
organization’s different functions in
developing policies and implementation
plans can help increase acceptance and
adherence. Finally, strategic communication
about these polices and plans will
encourage open dialogue.

Each practice is part of an ongoing and
iterative process that allows employers to
stay flexible and fluidly adapt to quickly
changing circumstances. Yet most are facing
the reality that COVID-19 vaccines don’t
mean the end of pandemic disruptions.
However, while these drugs may initially
bring more complexity and effort for
operations, they can also provide relief and
restoration—with a true end in sight.



https://www.ajg.com/
https://ajg.adobeconnect.com/_a815130238/dir_jan_12_2021_vaccine/
https://ajg.adobeconnect.com/_a815130238/dir_jan_12_2021_vaccine/
https://gbsviewpoints.co1.qualtrics.com/reports/RC/public/Z2Jzdmlld3BvaW50cy01ZmYzNmRlYTYxYmIwYzAwMGZiY2Q0OGYtVVJfNzJ2MXhCaVd1d3A5eFVW
https://ajg.adobeconnect.com/_a815130238/dir_jan_12_2021_vaccine/
https://www.usatoday.com/story/money/business/2021/01/14/covid-vaccine-dollar-general-instacart-pay-employees-getting-vaccine/4160708001/
https://www.usatoday.com/story/money/business/2021/01/14/covid-vaccine-dollar-general-instacart-pay-employees-getting-vaccine/4160708001/

MANAGING COVID-19'S UNEXPECTED CONSEQUENCES FOR
HEALTHCARE BENEFITS

PERCEIVED A DECLINE IN EMPLOYEES’ Emerging data underscores the relationship between the pandemic’s
MENTAL-EMOTIONAL HEALTH AND RELATED

BEHAVIORS SINCE THE BEGINNING OF THE prolgnged disruption gf daily life, and |t§ profound impact on mental and

PANDEMIC' physical health. Americans have dealt with COVID-19-related stressors at home
and at work for over a year, and the cumulative effects are far-reaching.

Stress and o

b 44% ;

urnout Having fewer social outlets has made The cost trajectory of change

Emotional is.ollation fmd family care bgrdens more Organizations braced themselves for an

wellbeing difficult since 2020, a pred|cameht overall jump in healthcare cost trends at

. that's oftenlcorlﬂpounded by business the outset of the pandemic, due to the

ngagement conducted |Q different ways and‘pl)laces. anticipated expense of treating COVID

Misuse of alcohol The country Is also rest!essly waiting cases. Instead, to the surprise of many, a

and/or drugs I for econlom|c opp(l)rtumty to overtake different financial scenario unfolded. Wary
economic uncertainty. patients postponed or skipped routine and

Use of ) I Employees have endured an overload of elective medical services over the course

preventive care )
change, and employers are sensing a stark of 2020. Delayed dental checkups and
increase in stress and burnout. In fact, 44% treatments are an extreme example, netting
believe the situation has worsened within a monthly spend reduction in this category
their organization since the pandemic of up to 80%. To a lesser extent, there’s
began. Less acute but still troubling is a been a decline in elective surgery.?

reported uptick in the misuse of alcohol and The total net impact on employer

, ) .
drugs.' These metrics are early indicators healthcare spending is lower costs

of growing mental healthcare needs among compared to 2019.2 While some of the

the workforce. volume has bounced back as lockdowns
Changes in healthcare utilization in harder-hit locations have lifted, it hasn’t
returned to pre-pandemic levels.

Patterns of healthcare consumption

have also been drastically altered by the Prescription drug use s a different story,

pandemic. Employers are seeing both with COVID-19 causing a modest increase

) ) )
significant and unexpected changes in in overall spend.” When the Coronavirus
Aid, Relief, and Economic Security

(CARES) Act passed in March 2020, it

mandated that Medicare plans allow for

healthcare use and spend, particularly in
certain categories. Some of these categories

show marked increases or decreases.?
broad use of 90-day scripts during the

Over the past 12 months, more employees state of emergency, up from the standard

have received counseling and substance 30 days for branded medications.?

abuse treatments, driven by a sharp rise in

stress combined with healthcare providers’ Commercial healthcare plans largely

ability to adapt service for easier access.? permitted this change as well. and

The immediacy and privacy of telemedicine registered a net increase in per-patient drug

works especially well for mental health utilization.? Anecdotally, for some areas of

counseling, and adoption has been strong therapy, there’s evidence that physicians

thanks to the widespread availability of may start prescriptions earlier in a patient’s

mobile devices. course of treatment, which would also

boost overall use.
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EMERGING HEALTH BENEFIT TRENDS

75%

of

Aren’t aware of diabetes health outcomes
for patients who may not have followed
medical advice or treatment protocols
during the pandemic’

Tom Belmont, Jr.
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Practice Leader

Chris Nadeau

Executive Vice President,
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Mark Rosenberg
Area President,
Healthcare Analytics
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For some diseases and chronic conditions
that currently have lower drug utilization,
data is not yet available to clarify the
pandemic’s total impact on patients and
cost of care. Relatively prevalent and serious
health risks can also take years to develop
or result in a medical event. The years ahead
will be more telling about any correlation,
such as an increased incidence of more
advanced disease.

For instance, if diabetes patients don’t
receive doctors’ guidance as often or adhere
to treatment protocols as closely, the effects
remain to be seen in the data. Even one year
into the pandemic, 75% of employers either
aren’t tracking or aren’t aware of emergent
health outcomes for this condition.!

Reconciling telemedicine’s pros and
potential cons

The growth of telemedicine is one of the
most dramatic changes to healthcare seen
during the pandemic. But is this a good or
a bad thing? Clearly, the biggest plus for
patients is convenience—in a few screen
taps or clicks they “arrive” at the doctor’s
office without the time and effort of travel.

Telemedicine visits work very efficiently
for situations where the doctor’s physical
presence is not essential. Yet there’s a
general tendency toward prescribing
more medications during a telemedicine
session versus an in-person visit. Another
concern is the camera’s less discerning eye
for evaluating patients, which creates the
potential for subtle issues to be missed or
misinterpreted, including blood pressure,
reflex assessments or other diagnostics.

Plenty of employers assume telemedicine
is a more efficient way for patients to

see a medical professional. But many
debate the cost advantages and the ability
of this practice, beyond occurrence-based
data, to capture patient information
effectively. Provider reimbursement levels
are still evolving along with expanded
community access.

'Gallagher, “Workforce Trends Pulse Survey,” February 2021
*Gallagher, Healthcare Analytics data, January 2021

$Medicare Watch, “The CARES Act Provides Economic Stimulus and Health Care Changes,” April 2020

Timing the introduction of health
benefit changes

New and planned health initiatives were
frequently put on hold in 2020. With the
world in flux, employers quickly recognized
the difficulty of implementing these
strategies would only be further complicated
by the challenges of measuring their success.
Many are now watching and waiting for the
optimal time to introduce change.

Because modeling of restricted access to
healthcare hasn’'t been done, insights into
proven solutions for COVID-19 issues don’t
exist. Compared to a powerful hurricane
or other recent historic disruptions—the
pandemic is truly an unprecedented event.

The timing for a return to something that
resembles normalcy still involves guesswork,
even with vaccinations ramping up. So
employers will likely sideline almost all new
initiatives until they regain their faith in an
adequate level of stability.

Applying social factors to support
employee needs more precisely

Companies are becoming more actively
engaged in managing their populations’
health by leveraging data that falls outside
of traditional healthcare tracking. Broadly
speaking, this approach comes under the
umbrella of social determinants of health.
It focuses on understanding disparate
lifestyle and behavioral traits, which enables
employers to offer targeted resources that
address an employee’s specific health risks.
Examples of mined data include credit
scores, shopping history and education
level, among others.

The lingering uncertainties of the pandemic
have escalated the importance of finding
efficiencies when investing in employees’
health. New and flexible options are part

of a successful transition, and socially
appropriate benefits that more closely

and broadly match individual needs show

exciting promise.
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KEEPING WOMEN IN THE WORKFORCE THROUGH THE
PANDEMIC AND BEYOND

October 2020 saw
2.2 million fewer

women in the labor
pool compared to
one year prior.’

As too many employers have experienced firsthand, one of the most
startling employment setbacks linked to the pandemic is its effect on
diversity. A disproportionate number of women left the workforce in 2020,

and this troubling trend continues.

Caregiving is a primary factor influencing
women to leave their jobs, because of

the time, attention and energy it requires.
While this responsibility isn’t a new burden,
COVID-19 health concerns have greatly
expanded its focus from elderly or ailing
family members to school-age children who
learn remotely, or otherwise spend more
time at home. October 2020 saw 2.2 million
fewer women in the labor pool compared to
one year prior.

The loss of women in the workforce is a
significant problem. Organizations diverse
in gender, race, age and skill sets are more
innovative and resilient, strengthening
their ability to navigate the unexpected.
For this reason, they’re also more
favorably positioned to compete and build
long-term vitality.

The effects of stress on women’s
health and careers

There’s a ripple effect on organizations
when too many women step away from
work, or switch from full-time to part-time
status. The loss of reliable contributions
isn’t easily restored and becomes costlier
over time. By proactively helping women
find a manageable balance between home
and work commitments, employers can
remedy the conflict and pressure that’s
causing them to leave their jobs. It starts
with understanding the unique caregiving
challenges of their workforce, and how to
choose and use policies, programs and
resources to alleviate chronic stress.

Physically and mentally, women appear
to be under greater strain from conflicting
priorities than men.

GALLAGHER BETTER WORKS®" INSIGHTS REPORT | Q2 2021

For instance, they're more likely to delay or
avoid medical care because of COVID-19
concerns (45% vs. 37%).2 And among
employed parents, more women have
adapted caregiving to their work routine
than men (71% vs. 65%). Women also
experienced more guilt when their job
duties distracted them from family care
(57% vs. 48%).°

Despite these trends, women’s family

and work experiences related to the
pandemic are far from uniform. Some are
not caregivers, and those who are may

be affected differently based on the ages
and dependency levels of children or other
relatives they look after. Important factors
also include job function and especially
race. The experiences of working women of
color largely influence the variances.

In 2020, more women who identify as
Black (51%) or Hispanic (44%) held jobs
outside the home as essential workers

than those who identify as White (38%).
Their time invested in caring for elderly

or sick relatives is similarly disparate at
means of 33, 26.2 and 11.7 hours per week,
respectively. Working women of color are
also more likely to be furloughed or affected
by a cut in hours or pay than White women,
increasing their risk of financial stress.”

Counteracting the root causes
of attrition

Awareness of the difficulty that caregiving
imposes on employees is growing.

Many employers say they have some
understanding of the multiple challenges
this responsibility brings, and 78% agree
their leadership is concerned about its
impact on the organization.®



SUPPORT PROVIDED FOR EMPLOYEE
CAREGIVERS®
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EQUITY®
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Most employers have already taken one or
more steps to support employee caregivers.
Ninety-one percent (91%) are promoting

the value of their employee assistance
program (EAP) options, such as mental
health services. In the interest of preventing
as well as relieving caregiver stress, 75% are
establishing flexible work policies, and 65%
are equipping managers with resources

for assisting their team members. More
broadly, nearly half (49%) are refreshing their
employee value proposition (EVP), while
over a quarter (28%) are developing new
compensation programs to retain key talent.®

Program and policy value must be

clearly apparent to be fully recognized

by employees. To that end, employers

will want to ensure that well-conceived
benefits are correctly implemented and
thoroughly communicated. Just 37% of
working mothers think their employer has
proactively expanded parental support
since the start of the pandemic, compared
to 49% of working fathers.® Similarly, less
than half of employees overall (41%) report
that a manager or HR has checked up on
their wellbeing.*

For employers concerned about retention,
the scale of attrition suggests they may
need to adjust their efforts to more
successfully support employee caregivers,
especially women.

Training

Leaders and managers can significantly
influence relief of caregiver stress when
they’re properly trained and have the right
resources. Key tools include conversation
starters and examples of how to offer
flexibility to employees. Guidance for
scheduling check-ins, factoring the
pandemic into performance reviews and
connecting with employees on other
matters is also helpful.

Employees who are reluctant to share their
challenges may deflect a direct question
about caregiving struggles—but respond
when asked how to better accommodate
the situation. And managers can give
overwhelmed employees much appreciated
breathing room by defining their most
important job duties, and permitting them
to delegate or hold off on others.

Even if an organization can't afford to roll
out new training or invest in other tools,
compassionate communication is likely to
make a difference.

Enhanced flexibility

If employers don’t already offer job sharing or
part-time work, they can enhance flexibility by
closely considering positions that are eligible.
Any announcement about the availability of
these options should reassure employees they
won't sacrifice consideration for promotions
or other opportunities.

Pay equity

Finances frequently drive a woman’s decision
to leave the workforce, and pay inequity is
often one of the root causes. Real progress
requires examining and addressing the
disparities in how women are rewarded
compared to men. Employers are beginning
to correct imbalances by creating an equal
pay policy (35%), evaluating the gender
makeup of their executive positions (32%),
and tracking promotions and raises by gender
(31%). They’re also reassessing pre-pandemic
performance criteria to ensure attainability is
still realistic (20%), and tracking layoffs and
furloughs by gender (18%).°

Many organizations invest in diversity,

yet not all recognize how the pandemic is
threatening their gains. By easing caregiver
burdens, especially for women, they're
able to retain the talent they need now

and strengthen their competitive position
going forward.

"Rand Corporation, “Women Are Leaving the Labor Force in Record Numbers,” November 2020

2CDC, “Delay or Avoidance of Medical Care Because of COVID-19-Related Concerns—United States, June 2020,” September 2020
*Catalyst, “The Impact of COVID-19 on Working Parents,” September 2020
“LeanIn.Org and SurveyMonkey, “Impact of COVID-19 on Women," May 2020
®Gallagher, “COVID-19 The Caregiver Crisis Pulse Survey,” November 2020

SGallagher, “Workforce Trends Pulse Survey,” February 2021
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MAKING THE MOST OF CONVERGING FACTORS RESHAPING
TALENT MANAGEMENT

70%

Agreed the C-suite is concerned about
the impact of stress and burnout on the

organization’

HAVE A FORMAL SYSTEM THAT ALIGNS
THE MOST TALENTED MANAGERS WITH
DEPARTMENTS OR DIVISIONS WHERE THEY
CAN ADD THE MOST VALUE?

Yes .
Expected by

2023

.
Don’t know I

As marketplaces grow more mature and competitive, striving for
superior performance requires organizations to continually upgrade and
refine their talent management practices. Optimization is an ongoing

financial imperative.

Organizations are adapting to the need

for greater foresight by re-envisioning how
to achieve, motivate and sustain the peak
performance of their workforce.

Applying sports science to people
management

The study of human physiology has

greatly advanced the science of peak
human performance. Sophisticated sports
performance management is now using
analytics as well as coaching to develop
some of the world’s best athletes—provided
they’re given roles that maximize the
potential of their natural talent. Proper
training, nutrition and rest each contribute
to performance and injury prevention in a
specific way. Similarly, management science
is discovering that proper ergonomics,
frequent breaks and good nutrition produce
better work outcomes.

Akin to physical overuse injuries, stress
and burnout raised organizational
concerns for 70% of C-suites in 2020,

and 26% of employers noted a decline in
emotional wellbeing.’? Too little support
for this wellbeing aspect brings significant
risk—from safety concerns to anxiety and
depression, to productivity loss, attrition
and turnover.

Overcoming bias in selection practices

Professional sports teams are ahead of the
game in using evidence-based analytics to
select players, but the value of this practice
is catching on. More organizations are
learning how to better identify, measure and
apply employees’ natural talents to roles
where they can add the most value.
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The biggest obstacle for leaders has been a
bias in their selection practices, be it hiring,
development, promotion or succession.
Without measurement criteria, they tend to
prioritize tenure, experience and technical
skill when evaluating candidates. Yet there’s
no positive statistical relationship between
these factors and effectiveness. And so far,
just 24% of employers have data on this
important manager and leader qualification
relative to their industry benchmarks.?

Aligning talent to value

The fastest and most reliable way to
improve organizational performance

is to improve leaders’ and managers’
effectiveness—one person and department
at a time. It's done by consistently matching
the most capable talent to a position’s
demands and the function’s contribution to
business value.

Research reinforces the need for this
process, showing that around 20% of
managers are unqualified for their role

and in over their head, and another 50%
are somewhat misaligned or deficient in
managerial skills. Just 33% of leaders have a
role perfectly aligned with their skill set.?®

Aligning talent and value starts with
understanding the contributions and skill
sets each person has, placing them in a
role that cultivates success, and equitably
incenting their productivity and loyalty.
Yet only 17% of employers have a formal
approach to optimizing placement.?

Within this approach, compensation should
reflect the relative value a role brings to the
organization—not an individual’s title or level.



Grounding the
evaluation process
in data establishes
an objective norm.
Without analytics
as a guidepost, it’s

difficult to keep
human decision-
making bias in
check, including
choices for critical
leadership roles.
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Preparing a new generation of
workers and leaders

COVID-19 has accelerated the pace of baby
boomer retirements, and it's uncertain
whether the new generation of leaders is
prepared to fill the vacancies.* Mentoring
and leadership programs, often mediocre
or nonexistent, are critical for passing on
institutional knowledge and equipping
leaders with management skills.

What's certain is the newcomers will have
to be adaptive to perform at their best,
especially if remote work is prevalent.
They’ll need to both manage and empower
employees at all career stages, push
decisions down to team members, and
exhibit a leadership style that appeals to
individual expectations. Becoming adept
at shifting between transactional and
transformational guidance is also key.

Proactive succession planning is vital to
prepare for the changing makeup of a
reduced workforce. And that takes a clear
read on whether candidates are ready

for more responsibility, best suited for a
different role, or need more coaching and
development to stay on track.

Evolving from annual performance
reviews to ongoing coaching

Contrary to popular belief, technical expertise
is not the most important attribute of leaders.
The number one skill that distinguishes
greatness is the ability to coach—appreciated
even by coachees who are top performers.®

Beyond annual reviews and check-ins,
employees place greater value on one-
to-one time with their manager, including
problem-solving discussions. Performance
management, feedback and development
must be continuous.

Modeling resilience despite COVID-19

The pandemic has changed some business
models and work environments forever,

challenging team dynamics and productivity.

"Gallagher, “COVID-19 Sustaining Organizational Wellbeing & Resiliency Through a Crisis Pulse Survey,” September 2020

2Gallagher, “Workforce Trends Pulse Survey,” February 2021

*Success Profiles, “The Complexity and Performance Eye Chart,” December 2010
“Pew Research Center, “The pace of Boomer retirements has accelerated in the past year,” November 2020
*Harvard Business Review, “How Google Sold Its Engineers on Management,” December 2013
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With workforce reduction, increased
employee caregiving and overall uncertainty,
stress and burnout are commonplace.

The first focus should be on building
resiliency. Organizations have had a

crash course in adapting to change, and
carrying forward important lessons about
how to best support their people through
flexibility will serve them well in the future.

Responding to competitive pressures
to restructure, cut costs and automate

Pent-up demand to rethink processes that
achieve better outcomes can be partly met
with technology, by selectively automating
functions to improve customer service

and create efficiencies. Employers can
also enhance productivity when they shift
from vertical to horizontal management.
Decentralized decision-making gives
trusted workers more autonomy, enabling
projects to move forward faster with
minimal leadership oversight.

Meeting the call for action

Grounding the evaluation process in data
establishes an objective norm. Without
analytics as a guidepost, it’s difficult to
keep human decision-making bias in check,
including choices for critical leadership
roles. Powerful survey-based tools provide
an at-a-glance comparison of leadership
effectiveness to cultural engagement. They
clearly show which departments have an
environment that promotes excellence and
which need intervention to get there.

With a healthy bottom line dependent on top
performance by the workforce, rethinking
and reprioritizing talent management is

a matter of economics. Putting the right
people in the right roles, based on planning
and foresight, establishes the right structure
for achieving targeted business outcomes.



https://www.ajg.com/
https://www.ajg.com/us/-/media/files/gallagher/us/covid-19-pulse-survey-sustaining-organizational-wellbeing-resiliency.pdf
https://gbsviewpoints.co1.qualtrics.com/reports/RC/public/Z2Jzdmlld3BvaW50cy01ZmYzNmRlYTYxYmIwYzAwMGZiY2Q0OGYtVVJfNzJ2MXhCaVd1d3A5eFVW
http://healthcareps.com/wp-content/uploads/2016/04/The-Complexity-and-Performance-Eye-Chart-Executive-Summary.pdf
https://www.pewresearch.org/fact-tank/2020/11/09/the-pace-of-boomer-retirements-has-accelerated-in-the-past-year/
https://hbr.org/2013/12/how-google-sold-its-engineers-on-management

FINDING THE MOST FITTING RETIREMENT PLAN AMONG
EXPANDING OPTIONS

KNOWLEDGE LEVEL OF PEPs®

Very familiar I

Somewhat
familiar

Unfamiliar

Pooled employer plans (PEPs) offer a new opportunity for retirement
programs in an evolving marketplace, which now include more state-run
alternatives. Yet, with many unknowns at this early stage, it’s prudent to
carefully evaluate options and understand the pros and cons of any plan
type and structure. This process is critical to aligning organizational goals
while creating a successful employee experience.

A large majority of employees now have

a retirement savings plan through their
employer (71%). Yet the numbers vary based
on the organization’s size, skewing lower for
a workforce of 99 or fewer (55%) and higher
when headcount is 100 or more (85%)."

Fearing that the U.S. population nearing
retirement will be insufficiently prepared,
both federal and state governments are
passing legislation to encourage employer
retirement plans. Ten states have already
mandated employers to offer retirement
plans or require their employees to enroll in
state-run programs, and many others have
proposed legislation.?

Employers often choose IRA-based plans
to lower their responsibility, and to avoid
regulations surrounding both the Employee
Retirement Income Security Act of 1974
(ERISA) and 401(k) plans. While state plan
fees can be competitive, some employers
are concerned about the level of service
their employees will receive and ceding
control to the state.

On January Tst of this year, the field of
possibilities started to expand. New
options were put in play by the Setting
Every Community Up for Retirement
Enhancement (SECURE) Act of 2019, which
removed legal barriers for PEPs.

Essentially, the Act authorized a new type

of ERISA-covered plan that allows multiple
unrelated employers—those without a
common industry or location—to participate
in a single shared 401(k) plan.
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Operated by a pooled plan provider (PPP),
a PEP uses collective purchasing power to
negotiate lower fees and better services.
Yet there are still many unknowns and
complexities that could impact pricing.

As an alternative to stand-alone defined
contribution plans, a PEP may allow
employers—particularly small, unrelated
employers—to offer employees a workplace
retirement savings option that reduces
administrative burdens, fiduciary risk and
costs. Efficiencies include relinquishing
responsibilities for investment selection and
monitoring; report Form 5500 filings; plan
audits and documents; participant notices;
and participant loans, distributions and
rollovers including hardship distributions.
The employer still retains fiduciary
responsibility for selecting and monitoring
the PEPR.

More than half of employers have some
level of knowledge about PEPs, including
those that are somewhat (41%) or very
(10%) familiar. The rest are unfamiliar
(49%).* What may be more familiar

are past experiences related to private
health insurance exchanges, when

great expectations were undermined by
disappointing plan enroliment.

Many PEP elements are similarly designed
to support cost efficiencies, including
pooling employers into plans to shift the
administrative burden and responsibility for
decisions, while increasing standardization.
So a convincing case needs to be made for
a more compatible format that can deliver
the expected flexibility and savings.



Say unique
retirement benefits

More than
8 in 1 O are important to
their employee value
proposition®

19%

Plan to expand or add new financial
wellbeing benefits in 2021*

Steven Grieb
Senior Compliance Counsel

John Jurik
National Practice Leader,
Retirement Plan Consulting
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Control over selection, investments
and design

A workforce-tailored investment fund
menu will not be a feature of PEPs, and its
absence will need to be carefully weighed.
More than 8 in 10 employers say unique
retirement benefits are somewhat (43%)
or very (39%) important to their employee
value proposition.® For 31%, financial
wellbeing benefits received more emphasis
during the pandemic, while 19% plan to
expand or add such options in 2021.*
Prioritizing customized benefits in balance
with more streamlined offerings can aid the
decision-making process.

Uncertainty surrounding comparative
long-term savings

Anticipated PEP cost savings are mostly
linked to expectations for lower investment
fees than other plans typically incur.
However, these savings aren’t likely to
reduce costs significantly when compared
to the use of a third-party administrator, and
administrative and participant expenses will
probably be similar. To achieve the necessary
economies of scale, there’s a good chance
that PEPs will offer early entrant pricing, but
the stability of those fees when the initial
guarantees end is unknown.

Shifting fiduciary risk while
maintaining employer responsibilities

When making decisions about investments
and other fiduciary concerns, employers
that sponsor traditional retirement plans
are obligated to diligently manage risks and
expenses. Processes and documentation
require rigorous attention to detail.

As a retirement plan sponsor, an employer
is also a fiduciary —a role that comes with
exposure to potential liabilities. Specifically,
fiduciaries are subject to standards defined
by ERISA, the U.S. Department of Labor
(DOL) and the Internal Revenue Code.

"Bureau of Labor Statistics, “Employee Benefits in the United States — March 2020,” September 2020
2401(k) Specialist, “State-Run Retirement Plans in a Post-SECURE Act World,” May 2020

*Gallagher, “Workforce Trends Pulse Survey,” February 2021
“Gallagher, “Retirement Survey,” March 2021

Exploring PEPs is worthwhile for small

and midsize employers that struggle with
compliance failures or limited resources, or
just want to reduce regulatory risk. The PPP
under this arrangement must be a named
fiduciary of the PEP, act responsibly as the
plan administrator, and register with both
the DOL and Treasury Department. Despite
these delegated duties, employers have to
ensure that plan fees are reasonable and the
PPP is meeting requirements.

Considering proven plan alternatives

ERISA-governed alternatives to a PEP, such
as using a co-fiduciary under section 3(21)
or a discretionary fiduciary under section
3(38), may meet the same objectives in a
more proven investment outsourcing model.
Choosing a discretionary fiduciary under
ERISA section 3(38), a decision made by 16%
of organizations that rely on an independent
plan advisor, allows more retirement plan
flexibility and customization.*

Independent fiduciaries assume this duty
on behalf of the plan sponsor—and just

like that fiduciary—they’re responsible to
participants and their beneficiaries. Plans
can also engage with a 3(16) fiduciary for
additional plan administration outsourcing.
Ultimately, the organization is accountable
as the plan fiduciary, but a carefully selected
independent co-fiduciary should help
mitigate liability.

Most organizations value the ability

of outside expertise to help decode a
complex and changing marketplace for
retirement plans. There’s a lot at stake,

and an in-depth understanding of their
unique challenges and goals guides a more
reliable approach to optimal outcomes.
With those insights in mind, they’re
prepared to fully compare the potential
advantages of a PEP to other options, and
select the plan that’s likely to work best for
both the business and its employees.



https://www.ajg.com/
https://www.bls.gov/news.release/pdf/ebs2.pdf
https://401kspecialistmag.com/state-run-retirement-plans-in-a-post-secure-world/
https://gbsviewpoints.co1.qualtrics.com/reports/RC/public/Z2Jzdmlld3BvaW50cy01ZmYzNmRlYTYxYmIwYzAwMGZiY2Q0OGYtVVJfNzJ2MXhCaVd1d3A5eFVW
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ABOUT GALLAGHER

Better. It’s something all companies strive for. Better outcomes from better
performance. But how do you get there?

You start by building a better workplace. One that attracts, engages and retains top talent.
What does that look like? It's a workplace where people feel they belong—where there’s a
sense of developing a career instead of punching a clock. And a culture of opportunity that
draws new talent because it inspires employees to deliver their personal and professional best.

Gallagher Better Works®"—a comprehensive approach to benefits, compensation,
retirement, employee communication and workplace culture—aligns your human capital
strategy with your overall business goals. It centers on the full spectrum of organizational
wellbeing, strategically investing in your people’s health, talent, financial security and career
growth. And developing benefit and HR programs at the right cost structures to support a
multigenerational workforce.

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. That’s what
it means to create a better workplace culture. It’s about never being content to rest each time
you reach your best. Your better is never finished.

As you develop and sustain this destination workplace culture, your people can thrive
and perform at a higher level—optimizing your annual talent investment and mitigating
organizational risk to maximize your profitability. Best of all, you gain a competitive
advantage as a workplace that simply works better.

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

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.” Investment advisory services and corresponding named fiduciary services may
be offered through Gallagher Fiduciary Advisors, LLC, a Registered Investment Adviser. Gallagher Fiduciary Advisors, LLC is a single-
member, limited-liability company, with Gallagher Benefit Services, Inc. as its single member. Certain appropriately licensed individuals of
Arthur J. Gallagher & Co. subsidiaries or affiliates, excluding Gallagher Fiduciary Advisors, LLC, offer securities through Kestra Investment
Services (Kestra IS), member FINRA/SIPC and or investment advisory services through Kestra Advisory Services (Kestra AS), an affiliate
of Kestra IS. Neither Kestra IS nor Kestra AS is affiliated with Arthur J. Gallagher & Co., Gallagher Benefit Services, Inc. or Gallagher
Fiduciary Advisors, LLC. Neither Kestra AS, Kestra IS, Arthur J. Gallagher & Co., nor their affiliates provide accounting, legal, or tax advice.
GBS/Kestra-CD(3479323)(exp032022).
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