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TEN LOCAL GOVERNMENTS TO JOIN 

THE STATE’S HEALTH PLAN

BOSTON – At least ten local governments and regional districts have notified the Group Insurance Commission (GIC) that they will purchase their health insurance next year through the state.   

The GIC, which provides health insurance and other benefits for more than 294,000 state employees and select other groups, pays significantly less for high quality health insurance plans and offers substantially more diverse plans than most cities and towns can offer their employees and retirees.  In addition, the rate of growth for health insurance plan costs for the state has been significantly lower than the rate of growth experienced by most municipalities over the past several years. The new, local option to join the GIC has the potential to generate significant savings while offering employees and retirees high quality health insurance options.  

The GIC proposal was a centerpiece of the Patrick-Murray Administration’s Municipal Partnership Act, and both Speaker Salvatore DiMasi and Senate President Therese Murray expedited the passage of the law as one of the first initiatives of the 2007-2008 legislative session.  Senator Richard Moore (D-Uxbridge) was the chief Senate sponsor of the legislation and former Representative Rachel Kaprielian (D-Watertown) was the chief House sponsor.

This year the following governments will join the GIC under the law: Quincy, Melrose, Wenham, Stoneham, Weston, Blue Hills Regional Tech School, Groton Dunstable Regional Schools, the Pioneer Valley Planning Commission and the Lowell Community Charter Public School.  All government entities with unionized employees reached agreement with their unions to join the GIC, as required under the law.  A few communities are still involved in last minute negotiations with their unions or waiting for union ratification votes, so a final count will not be available until next week.  Both Braintree and Pittsfield reached agreement with union leaders but are waiting for ratification votes.  Quincy will become the largest city to make the transition since the law’s inception in July of 2007.

“This is a great step forward,” said Marc Draisen, Executive Director of the Metropolitan Area Planning Council (MAPC), the regional planning agency for Metro Boston.  MAPC convened and staffed the Municipal Health Insurance Working Group, where unions, retirees, municipal leaders, and the GIC hammered out the bill that the Governor signed on July 25, 2007.  “Savings can be dramatic and joining the GIC provides a real answer for communities that are struggling to control health insurance costs, while providing quality benefits to current and retired employees,” Draisen noted.

“We are making steady progress and this option will save municipalities money while still providing quality health insurance options to employees.  This is a win-win outcome,” said John Hamill, Chairman of Sovereign Bank, who chaired the Municipal Health Insurance Working Group that drafted the compromise legislation.  “The GIC and its Executive Director Dolores Mitchell deserve congratulations for managing this transition.”

“We welcome our new municipal and school members. The process these communities have to go through to get here is arduous and now it becomes our job to make it worth their while.  We intend to make every effort to make the transition a smooth one and to offer our newest enrollees excellent service and benefits,” said Dolores Mitchell, Executive Director of the GIC.  

“Employees and employers can both benefit when they sit down together and work out an agreement,” said MTA President Anne Wass. “We will continue to offer our members the encouragement, advice and resources they need to explore the GIC option in the future.”
“In very difficult times it is not easy for unions and mangers to take the road less taken in government, to consider complex options and find solutions.  Joining the GIC allows us to restructure the second largest line item in our budget, to put more money in employees’ pockets while providing them greater options, and to maintain a high level of service for taxpayers during some of the most difficult fiscal times in our state and nation’s history,” said Mayor Robert Dolan of Melrose.

Douglas P. Gillespie, Chairman of the Board of Selectmen of the Town of Weston, said “This decision could not come at a better time.  Given the annual pressures on the Town’s budget and the current state of the economy, we need to find as many ways as possible to limit increases in the Town’s costs.  This will be a tremendous help.”

“After long but successful negotiations with the PEC (Public Employee Committee) and the BOS (Board of Selectmen), the PEC agreed to enter the GIC.  This move is a step in the right direction in addressing the financial stress the Town of Stoneham is experiencing.  This will not solve all of the financial problems but does allow the town some relief on its biggest cost,” said David Ragucci the Town Administrator for the Town of Stoneham. 

“The Town of Wenham is pleased to have to the opportunity to provide town residents significant savings for town health care costs. We feel confident that GIC will meet or exceed our expectations for a service provider, while providing cost savings that are much needed for the upcoming fiscal year,” said Jeff Chelgran, Town of Administrator for the Town of Wenham.

“The Blue Hills Regional School District is grateful that the teacher’s union recognized the seriousness of the high cost of health care and came forward to lead the charge to enter into the GIC.  We will realize a savings over $200,000.00 in year one in active employee health care costs,” said Superintendent Joseph Ciccolo of the Blue Hills Regional School District.

The Metropolitan Area Planning Council (MAPC) promotes inter-local cooperation and advocates for sustainable development across its 101 communities. In order to help communities weigh their options under the new law, MAPC has created a Municipal Health Insurance Action Center, which provides comprehensive information to local officials on strategies to reign in health insurance expenses, including the option of joining the GIC.  For more information, see www.mapc.org. 

Through the support of a grant from The Boston Foundation, MAPC was able to provide technical assistance to dozens of communities as they evaluated the local option to join the GIC.  
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Background – Chapter 67 of the Acts of 2007

As an outgrowth of the Municipal Finance Task Force, leaders of municipal organizations, municipal public employee unions, retired municipal employee organizations, designated state legislators, and executives from the Group Insurance Commission began meeting in September 2005 to try to find common ground related to municipal health insurance reform.  The Municipal Health Insurance Working Group was staffed by the Metropolitan Area Planning Council (MAPC) and chaired by John Hamill, Chairman of Sovereign Bank New England.

The resulting legislation was filed by Representative Rachel Kaprielian and Senator Richard Moore and co-sponsored by more than 120 legislators.  Governor Deval Patrick and Lt. Governor Tim Murray included the proposal as a centerpiece of their Municipal Partnership Act.

The legislation was signed into law by Governor Patrick on Wednesday, July 25, 2007 as Chapter 67 of the Acts of 2007.  For fiscal year 2009, eleven municipalities joined the Group Insurance Commission (GIC).  

Rationale – Advantages of Joining the GIC

Municipal health insurance costs are growing at unsustainable rates, and the cost of health insurance is impacting employees, retirees, municipalities, and taxpayers.  In addition, since the costs of health insurance have escalated dramatically at the same time that municipal revenues have been relatively flat, these rising costs constrain municipalities from hiring and retaining firefighters, police officers, teachers, and other public servants.  

The GIC, which provides health insurance and other benefits for more than 275,000 state employees and select other groups, pays significantly less for high quality health insurance plans and offers substantially more diverse plans than most cities and towns can offer their employees and retirees.  In addition, the rate of growth for health insurance plan costs for the state has been significantly lower than the rate of growth experienced by most municipalities over the past several years.

This new, local option to join the GIC has the potential to generate significant savings while offering employees and retirees high quality health insurance options.  Employees may benefit from lowered premiums, access to a broad range of high quality health plans, and a negotiated sharing of savings through collective bargaining.  Retirees would gain a voice in decisions affecting their health insurance plans, get long-term protection for their members, and enjoy an excellent set of health insurance options through the GIC.  Municipalities could save significant money and there will be additional flexibility in plan design through the GIC. Finally, taxpayers would benefit because this reform creates an opportunity for more efficient government administration and allows scarce public resources to be used to improve public services.

Key Points of Chapter 67 of the Acts of 2007

· This law creates a new local option for municipalities to purchase their health insurance plans through the Group Insurance Commission (GIC).  Analysis shows that these high quality plans are generally less expensive, and the GIC offers a broader range of health insurance options than municipalities currently offer.  No community is mandated to take any action under the proposal, however for fiscal year 2009 eleven (11) municipalities opted to join the GIC.

· Decisions to join the GIC would be made collectively between municipal leaders, public employee labor representatives, and retiree representatives.  The proposal uses the existing mechanism of coalition bargaining, part of Section 19 of MGL Chapter 32B, to bring together stakeholders to make health care decisions.  The proposed process respects the role of collective bargaining and the principle of allowing employees a voice in these important decisions.

· All negotiations and decisions about contributions ratios –  i.e., what percentage of health insurance costs are borne by employees or retirees – will continue to be made at the local level.  Municipalities will not be required to adopt state contribution ratios.

· Employees will benefit through coalition bargaining because all employees and retirees of a municipality would be assured of a uniform contribution ratio and uniform health insurance options.  Moreover, major changes to health insurance will require a vote of 70% of a Public Employee Committee, made up of representatives of employees and retirees.  Finally, most municipal employees pay a significant portion of total premium costs, so there will be direct, and potentially substantial, savings to employees if premiums are reduced.

· Retirees will benefit because they will have an official seat at the bargaining table when decisions about health insurance are made.  Currently, municipal retirees have no official role in those decisions, unless they are affiliated with the handful of communities that currently use coalition bargaining.  In addition, many retirees will find that they have better health insurance options, including access to high quality indemnity plans that they can access anywhere in the country.  Finally, the proposal offers long-term protection for retirees as the impact of new auditing standards affecting post-retirement benefits begin to impact municipal health insurance decisions.

· Although this option will not be appropriate for every community, many municipalities stand to save a great deal of money by purchasing health insurance through the state’s largest employee pool.  Once adopted locally through coalition bargaining, communities will accept the health insurance options and plan design set by the commission.

· Municipalities that choose to purchase health insurance through the GIC must do so in three-year cycles.  Depending on how the local written agreement is drafted, a decision to leave the GIC can be made either jointly between management and the public employee committee or unilaterally under certain conditions.  

· Municipalities will pay all costs associated with purchasing health insurance through the GIC, including payment of a small administrative fee to the Commission, which cannot exceed 1% of premiums.  The proposal is structured to be self-financing.

· The proposal calls for municipal representatives to be added to the Group Insurance Commission, two seats automatically and another two after more than 45,000 municipal subscribers have been added through this proposed new law.  Both management and labor will be represented.

· The proposal only relates to health insurance and not to other benefits, such as life, dental, or vision insurance.

For more information, contact Joel Barrera, Project Director for the Municipal Health Insurance Working Group, at either 617-451-2770 x 2019 or jbarrera@mapc.org.
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