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Dear Friends of the Social Service Sector, 

Nonprofit organizations rely on funding sources which can be 
exceptionally sensitive to the health of the overall economy. 

While the services provided are increasingly in demand, the 
donations that fund a large portion of this sector have been lean 
in recent times. Employers are looking for increasingly creative 
ways to maximize limited financial resources while attracting 
qualified staff and delivering on mission. Increases in government 
regulation related to benefits and leave, as well as policies focused 

on the Social Service industry create obstacles to operations and benefit planning. With 
a significant mix of salary full-time, hourly part-time employees as well as volunteers, 
compliance requirements are increasingly difficult to navigate. With these clear 
challenges there is also a clear need and opportunity to implement a more strategic 
approach to benefit and compensation planning and delivery. 

The need to be more strategic requires data, as data often drives decisions. Arthur J 
Gallagher & Co. recently completed our third annual National Benefits Strategy 
and Benchmarking Survey. We received a significant response to the survey from 
nonprofit organizations and have been able to provide a separate report with data 
specific to nonprofit organizations. 

ONE KEY FINDING IS THAT THE TOP OPERATIONAL PRIORITIES OF 
NONPROFITS ARE: 

 3 attracting and retaining a competitive workforce, 

 3 controlling employee benefit costs, and 

 3 coping with government regulation.

Included in this issue is an infographic summarizing the nonprofit responses. We 
hope this summary leads to thoughtful, data-driven strategic planning that helps your 
organization address environmental pressures. We would love to help you identify 
opportunities to get better value for benefit and compensation offerings and programs, 
resulting in the reclaiming of dollars for your mission!

Phil Bushnel 
Managing Director, Gallagher Benefits, Nonprofit Practice
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Gallagher honors Father Greg Boyle 
with J. P. Gallagher Audax Award; 
established gang prevention program
Following nearly three decades of working to develop 
positive opportunities for gang members and their families, 
Father Greg Boyle was honored with the J.P. Gallagher Audax 
Award at the Diocesan Fiscal Management Conference in 
San Diego in late September. 

Greg is the founder and president of Los Angeles-based 
Homeboy Industries, the largest gang intervention, rehab 
and re-entry program in the United States. Greg began 
working with parish members in 1988 to establish alternative 
schools, day cares and legitimate employment opportunities 
for gang members, calling the program “Jobs for the Future.” 

After the Los Angeles riots in 1992, Jobs for the Future 
launched the social enterprise business, Homeboy Bakery. 
The success of the bakery led to numerous other retail 
opportunities and today, Homeboy Industries employs more 
than 200 former gang members in its businesses. 

“This recognition acknowledges the thousands who have 
re-directed their lives and found healing at Homeboy 
Industries,” said Greg. “I was humbled to receive it on their 
behalf.”

Pat Gallagher, chairman and son of J.P. Gallagher, and Peter 
Persuitti, managing director for the Religious | Nonprofit 
Practices, lauded Greg and Homeboy Industries for 
providing hope for individuals usually not given a second 
chance at life.

“The more you learn about Homeboy Industries and how 
this ministry has turned around the lives of many gang 
bangers in Los Angeles, you come to see the bold leadership 
of Father Greg,” said Peter. “His compassionate approach, 
aspiring kinship with the members of the community and 
listening to them carefully, has led to the conversion of so 
many lost souls. He is a fitting reminder of the legacy we 
inherited through our corporate leader J. P. Gallagher.”

Additionally, Greg has been a Gallagher client of both the 
property and casualty and benefits businesses for more than 
13 years. 

The J.P. Gallagher Audax Award is given annually to highly-
esteemed and accomplished individuals working in churches 
and other notable ministries. The award honors the memory 
of former vice chairman J. P. Gallagher. J.P.’s collaborative 
spirit in working closely with the church in insurance and 
risk management in the 1970s – 1990s left an indelible 
mark with innovative protected self-insurance strategies for 
reclaiming dollars for ministry. 

Audax is Latin for “bold,” and the intent of the award is 
to honor and recognize bold and courageous men and 
women who through their ministry have made a discernible 
difference in the lives of others and the life of the Church.

Peter Persuitti, Father Greg Boyle, J. Patrick Gallagher
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Fr. Gregory J. Boyle S.J.
Homeboy Industries 
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Risk Summit 2016  —  Nonprofit 
Risk Management Center Chicago 
Breakout Session Recaps
Keith Moulsdale, Presenter

Nonprofit risk managers and leaders gathered in late 
September in Chicago for the annual Nonprofit Risk 
Management Center’s (NRMC) Summit. We have included 
some synopses of sessions we thought you would value 
reading more about... it was a great event led by Melanie 
Lockwood Herman, JD, Executive Director of NRMC!

DATA SECURITY THREATS
Nonprofits may feel immune to the “cyber” exposure, 
but the simple act of taking online program registrations, 
donations or volunteer recruitment puts the organization 
at risk. Keith Moulsdale (Whiteford, Taylor, Preston of 
Baltimore, MD www.wtplaw.com) presented the latest 
updates on cyber exposures encountered by nonprofits which 
include both malicious security breaches and unintentional 
releases of data. Crypto-malware (ransomware that takes 
over systems for an extorted payment) alone has become 
epidemic; increasing by 500 percent over the past two 
years. Keith highlighted the need to work with a niche 
professional because the cross-play of federal regulations 
and state regulations has complicated both the compliance 
and response side for nonprofits. A three- pronged approach 
of safeguards — physical / technical / administrative — are 
necessary and provide a framework to evaluate the risk. 

KEITH RECOMMENDED A TEN-STEP ACTION PLAN
1. Change your Data Security Culture — security is a 

governance issue, not an IT issue. The common 
denominator in most attacks is people — 25 percent of 
data security incidents result from internal sources.

2. Take a “Selfie” — Know thyself by auditing your data, 
records, IP and systems to map and classify what data 
your organization holds and implement physical, 
technical and administrative safeguards.

3. Conduct a Legal Review and Risk Analysis — with help 
from counsel, assess which laws apply to your company 
and determine commercially reasonable ways to handle 
compliance. 

4. Address Weaknesses — rank by importance and cost to 
implement and start addressing.

5. Adopt and Implement Administrative Policies — a WISP 
(Written Information Security Program) and an IRP 
(Incident Response Plan) are the starting points.

6. Designate a Compliance Officer — an engaged C-level 
person in charge of privacy and compliance.

7. Screen and Oversee Vendors — screen vendors to ensure 
they meet the safeguard levels that you have adopted 
and reinforce this obligation with a written contract. 

8. Train and Test Employees — since over 25 percent of 
breaches originate from internal sources, employees are 
your first line of defense.

9. Test and Monitor Effectiveness of Safeguards — consider 
hiring an outside vendor to test your safeguards with 
table top exercises. 

10. Hit the Repeat Button — as laws and attack methods 
and your data storage structure are always changing, you 
must constantly adapt.

KEY POINTS
• Establish one responsible Compliance Officer at the C-level

• Take a selfie of your current data and start an action plan 
focused on your greatest vulnerabilities.

 » Purchase cyber insurance to address both your liabilities 
and your costs to repair systems from an incident. 
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Top Ten Legal Threats to Nonprofits
Paula Cozzi Goedert, Presenter

Paula Cozzi Goedert, a partner in the Chicago office of 
Barnes & Thornburg, LLP identified the TOP TEN legal 
risks facing nonprofits in 2016:
1. Photographs are Intellectual Property — so be careful 

what you scrape and copy from other’s websites.

2. Streaming a speaker is their Intellectual Property — be 
sure to obtain their permission.

3. Contracts Need a “Back Door” — for when things go 
sour, don’t expect all deals to be rosy.

4. Choice of Venue in a Contract — can be a strategic item 
that works for or against an effective defense.

5. Arbitration — seems good, but decisions tend to favor the 
plaintiff’s side.

6. Sponsorships — can be construed as taxable income in 
certain cases, consult your tax advisor. 

7. “Hobby Loss” rule — can disallow the deduction of 
business expenses if the operation consistently runs at a 
loss.

8. Exempt Classifications — changes in the IRS rules in 
2016 will require detailed documentation of jobs.

9. Employee Reviews — must be written and include 
comments in all categories; both good and bad.

10. Spirit of Respect and Compromise — is key for good 
board governance of a nonprofit.

KEY POINTS
• Written employee reviews must include an “Areas for 

Improvement” section with comments from the reviewer. 
Sometimes, reviewers do not want to include anything 
negative in the review, and as a result the review does 
not support adverse action if needed in the future. 

• Making “Areas for Improvement” a section that is 
required to be completed assures that some 
documentation is available should a dismissal action 
come up in the future. 

Cultural Change to Support 
Youth Protection
Curt LaFond

Curt LaFond, Deputy Director of the Civil Air Patrol Cadet 
Program tackled the issue of modernizing youth serving 
organization’s abuse prevention programs. A top challenge is 
recognizing that implementing change is not only updating 
policies, but also affecting cultural change and true buy-in. 
This cultural change has to be embraced by and come from 
the top of an organization and then be embraced all the way 
down to the participants that we seek to protect. 

KEY POINTS
• Training must include ALL players, including parents of 

participants as they need to represent the policy and 
protocols of the organization AND be the eyes and ears 
of compliance.

Program protocols must be realistic and practical to address 
the real life situations and configurations of youth interacting 
with adults in your programming
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Decoding Directors and Officers 
Liability
John Ergastolo, Presenter

Gallagher’s Management Liability National Director John 
Ergastolo shared key elements of Directors and Officers 
Coverage (D&O) that nonprofit executives should keep in 
mind. D&O and Employment Practices Liability (EPLI) 
coverage, typically paired together, have become hot topics 
for Board members concerned about the protection of 
the organization, the continuation of the mission and the 
personal protection of the volunteer directors.

Aren’t Nonprofits insulated from litigation? Although many 
states have nonprofit immunity laws that are intended to 
protect community-serving nonprofits from the burden of 
litigation, actions can be brought asserting gross negligence, 
failure to supervise and discrimination in employment — all 
of these claims can potentially pierce state immunity 
protections. Board members must stay focused on complying 
with the duties of “care, loyalty and obedience” to the 
organization and its stakeholders — as this is the role of 
board members Nonprofit D&O claims come from many 
sources — employees, regulators, donors, competitors, 
vendors, customers and other third parties Claims alleging 
breaches of fiduciary responsibility, wage & hour allegations, 
single plaintiff EPLI, excess compensation matters, regulatory 
violations and contract disputes are all on the rise. 

EPLI claims have a multi-faceted negative impact beyond 
the potential (insured) judgement. The staff distraction from 
mission work to handling legal defense work of investigation, 
depositions and court time adds an immeasurable cost. The 
loss of projects, grants, key employees and positive public 
image can also be costly to the mission. It is therefore vital 
to have well-established written employment practices, 
continually updated by employment counsel. Staff must be 
trained about discrimination, documenting performance and 
shortfalls thereof. EPLI should be purchased as part of your 
D&O policy to provide a prompt and funded defense for 
these inevitable matters. 

KEY POINTS
• Use Gallagher’s Benchmark Reports to help inform your 

officers and Board about coverage considerations. (For a 
copy, contact Peter Persuitti at peter_persuitti@ajg.com)

 » Guide the Board with the duties of “Care, Loyalty, and 
Obedience” in all decision-making.

 » Avoid the mentality that as a nonprofit, your business 
practices do not have to be of the highest standards. 
They do.
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Consolidation
Peter A. Persuitti, Managing Director, Nonprofit Practice

Survival of the fittest is an important and 
proven concept and especially apropos as 
we look at the landscape of the nonprofit 
sector, ever changing, demanding and 
competitive. Witnessing private venture 
capital pour in to the sector and half-
time executives transitioning from a life 
of success to a pursuit of significance, I 
see consolidation as a great opportunity 

for the sector. What do I mean by this, since I now live in the 
world of finance?

• Rethinking your insurance funding strategy — to one that 
captures expected losses under a retention program and/
or aligning with like-minded nonprofits in the purchase 
and/ or risk financing of the insurance.

• Pursuing a partner broker that incorporates benefits and 
wellness with property, casualty, workers compensation 
and risk management.

The expenses associated with protecting a nonprofit’s people, 
assets and reputation are staggering and always increasing, 
whether due to rates or exposures.

As a national Nonprofit Practice we find ourselves asking 
nonprofit prospects this question all the time. We often 
find ourselves as a convener of nonprofits, advocating for 
collaboration. In addition, as consultants, we see patterns 
of inefficiency and redundancy in operating areas like the 
purchasing of insurance. Nonprofits face this individually 
and certainly the insurance carriers benefit from this divide 
and conquer pursuit of premium.

How can we get better control of this 
large expense item, which is a fixed 
cost in many instances?

Why are we doing the same thing 
year in, year out with an outcome of 
the expense only recurring?

?

QUESTIONS TO PONDER
• What might follow if a nonprofit were to work with a 

professional team like ours and analyze its losses and 
exposures and determine efficient levels of risk retention 
that would reduce this fixed cost of insurance long term 
by as much as 40 percent?

• What might be the outcome if a group of nonprofits (of 
like mind or exposure) were to band together and pursue 
an insurance solution together – leveraging their spread 
of risk and their operating successes?

What we are finding is staggering, in terms of the impact 
a pivot or paradigm shift can make in these redundant 
operating decisions in the world of finance.

As an additional insight, I was also struck by the outcome 
of a recent crisis (bombing) at one of our nonprofit clients 
where we serve as both the P&C and Benefits insurance 
broker. As our team responded, you could see an impressive 
mobilization of resources on both sides — all focused on triage 
and employee care. I expected that there would be a rash of 
workers compensation claims. However, our team mobilized 
the EAP resources through the benefits program and the client 
only experienced two workers’ compensation claims!

So we think it is time for nonprofits to think outside the 
box — leverage their pursuits of solutions by looking at 
alternative risk financing strategies to reduce the fixed 
costs (and better control the claims outcome) and finding 
common ground with other nonprofits in the same pursuit. 
We are here to support you — “business without barriers.”

We have technology to help us accelerate these pursuits — both 
for analysis and for communication — to boot!

Peter A. Persuitti is Managing Director of Arthur J. Gallagher & Co.’s Nonprofit 
Practice. Gallagher serves more than 24,000 nonprofits across the world through 
its many divisions. Peter’s experience includes leadership positions in nonprofits, 
academia, insurance brokerage and reinsurance. He is also a founder and trustee of 
several nonprofits.
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Whiteboard Wisdom
Gallagher’s Nonprofit Practice assembled a global internal 
steering committee to help identify the topics and to write 
the content for nine short video vignettes we are calling 
“Whiteboard Wisdom” for Nonprofits! In partnership with 
the Nonprofit Risk Management Center, Peter Persuitti 
worked closely with the Committee to work through a six 
month process of development. You can find the videos 
online at www.ajg.com/nonprofit.

HERE ARE THE TOPICS:
1. Background Checks: Why & How

2. Workplace Safety: A Mindset

3. Safe Lifting: Why & How

4. Building Awareness of Workplace Hazards

5. Who Knew Teens Could Be So Complicated

6. Incident Investigation for Nonprofits

7. Social Media Basics for Nonprofits

8. Planning Field Trips

9. Managing the Risks of Special Events

“We are so grateful to the Nonprofit Risk Management 
Center, especially Erin Gloeckner, for her taking us in a 
novel direction in developing this series of ‘whiteboard 
wisdom’ video vignette risk management resources for 
our nonprofit clients! We felt joined at the hip in this 
expedition and the result is that we have a wonderful 
online work product for the sector that we think will 
make a difference in the lives of those who serve and are 
served.” 

Peter A. Persuitti, Managing Director, Gallagher’s 
Nonprofit Practice
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Now that you’ve seen some ways that social service 
organizations are responding to the common challenge 
of attracting and retaining top talent while managing 
benefit costs, it’s time to chart your own course.

NAVIGATING WITH KNOWLEDGE

Social service organizations are navigating one of the most competitive and complex 
climates for employee benefits. Rising costs, compliance obstacles and a diverse workforce 
require organizations like yours to maximize the value of benefits while balancing the 
investment made in human capital. Gallagher’s 2016 Benefits Strategy & Benchmarking 
Survey gives you insights into how social service organizations nationwide are weathering 
the storm and offering total rewards programs that keep top talent onboard.

PREPARING FOR STORMY SEAS
Before diving in, it’s important to examine the current 
employee benefits environment and the challenges that 
are making waves and lurking beneath the surface.

HR and operational priorities appear to 
be well aligned. There’s a focus on 
maintaining a competitive cost structure 
while using available funds to attract, 
engage and retain the talent needed to 
drive sustainability.

SETTING THE COURSE TOP HUMAN RESOURCE PRIORITIESTOP ORGANIZATIONAL PRIORITIES

RETAIN TALENT

53%

CONTROL 
BENEFIT COSTS

42%

TRAIN & DEVELOP 
EMPLOYEES

54%75%

ATTRACT & RETAIN A 
COMPETITIVE WORKFORCE

51%

CONTROL 
BENEFIT COSTS

MAINTAIN OR DECREASE 
OVERALL OPERATING COSTS

50%

Keeping these top priorities in 
mind, survey respondents shared 
mixed levels of confidence about 
how well they are performing in 
the following key areas.

GETTING SHIP-SHAPE LEVEL OF CONFIDENCE IN CURRENT STRATEGY

40%
EFFECTIVELY 
MANAGE 
HEALTHCARE 
COSTS

67%

HIGHLY 
ENGAGED 
WORKFORCE

51%

EFFECTIVELY 
PROMOTE 
EMPLOYEE 
WELLBEING

56%

SUCCESSFULLY 
COMMUNICATE 
WITH EMPLOYEES

There is a wide variance in how 
employers plan the components of their 
benefits and communications strategies. 
It becomes clear that few have a truly 
comprehensive, proactive and holistic 
approach to benefits.

PLANNING THE JOURNEY

In the midst of an evolving market, and 
in response to their unique priorities and 
challenges, social service organizations 
are looking ahead toward innovative 
options. Though interestingly, they 
reported significantly lower adoption 
rates than employers overall. 

LOOKING AHEAD
NARROW
NETWORKS

REFERENCE-
BASED PRICING TELEMEDICINERX CARVE-OUT CDHP

SELF-
INSURANCE

INNOVATION PROJECTIONS BY 2018

27%

19%

42%

24%

46%

38%

MANAGE YEAR TO YEAR 
BASED ON COSTS

PLAN MULTIYEAR WITH 
MULTIDATA INPUTS85% 3%

CHARACTERIZE AS 
“PROGRAM-BY-PROGRAM”

HAVE A COMPREHENSIVE 
STRATEGY64% 24%

OFFER A 
RETIREMENT PROGRAM

GAUGE THE RETIREMENT 
READINESS OF EMPLOYEES75% 28%

LEAVE ADMINISTRATION 
IS A TOP PRIORITY

LACK ABSENCE 
MANAGEMENT STRATEGY 64%40%

COMMUNICATIONS

RETIREMENT

ABSENCE

BENEFITS
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ECONOMIC UNCERTAINTY

TIGHTENING LABOR MARKET

RISING HEALTHCARE COSTS

HEALTHCARE REFORM

CHANGING DEMOGRAPHICS

BURDENSOME REGULATIONS

To learn more, visit ajg.com/nonprofits or contact your local Gallagher consultant.

Source: Arthur J. Gallagher & Co.'s 2016 Benefits Strategy & Benchmarking Survey. 
Data was gathered from over 150 U.S. social service organizations.

OVERALL RESPONSE %

19%

8%
25%

13%
29%

17%

National Benchmarking Survey — Charting the Course
In a complex and competitive benefits climate, employers are looking to maximize the value of employee benefits in balance 
with their human capital investment. What course are you charting to navigate the obstacles and weather the storm? Compare 
your challenges and strategies to over 3,000 employers nationwide.


