











have a moral obligation not to allow this to happen to one of our brothers or sisters. We risk enough from
daily exposures to sickness, toxins and hazards; we should not have to risk our financial security!

The Reality of the GIC

Much has been made about the Group Insurance Commission’s ability to keep rate increases down in
comparison to cities and towns in Massachusetts. There are some that look upon the GIC as a panacea for
local officials as they struggle to keep up with rising healthcare costs. But why in many cases, do cities and
towns premiums exceed comparable GIC plans?

First, the primary driver of health insurance rates is the ‘claims experience’ (claims history) of the group.
This is true for the GIC as well as municipalities. A single terminally ill employee or an older, sicker
workforce can reek havoc on the claims experience of a small municipal group, whereas with the GIC, there
is a larger subscriber pool to smooth this increased risk across.

Secondly, administrative costs are factored into any health insurance premium. The GIC, due to its sheer size
alone, may have the advantage of lower administrative costs as compared to many municipalities. Other
factors leading to higher administrative costs for municipalities may be lack of bargaining power with
insurance carriers to reduce the administrative fees or the poor management of self-insured health claims
trust funds.

Thirdly, there is a direct correlation between the premium charged by a health insurance plan and the out-of-
pocket costs. The greater these ‘out-of-pockets’ (co-pays and deductibles), the lower the premiums can be
set. Because of the higher co-pays and deductibles, a switch to the GIC plans could place a 10% cost shift
onto public employees resulting in potentially hundreds or thousands of dollars in out-of-pocket costs.

In reality, the GIC does not attain better discount rates with hospitals or doctors than other large providers in
the state; they merely keep shifting more costs to the subscribers to keep the premium increases as low as
possible. However, an important fact to remember is that while a percentage of the premium is shared by
both employer and employee, the out-of-pocket expenses are borne solely by the employee and the
employee’s family. In essence, co-pays and deductibles become a “sick tax,” an unfair tariff on those who
fall ill.

Each community has a long and unique history of how wage increases and health insurance offerings have
evolved. If an individual community’s bargaining history is ignored when comparing the GIC health plans to
municipal plans, one is not comparing apples to apples, but rather is conducting an unfair and incomplete
comparison.

Is the GIC the Solution for Controlling Municipal Health Insurance Costs?

It is premature for anyone to make a declarative statement that the GIC is the solution to containing
municipal heath care costs. It will take many years of actual data until a meaningful conclusion can be
drawn. Nonetheless, this does not mean that municipalities and unions should not jointly examine the “GIC
Option.”



Municipalities benefit from being able to offer quality health insurance plans to their employees. This aids
in the recruiting and retaining of employees. When communities compete with each other to recruit
employees, such as highly qualified teachers, the health insurance benefits offered can play a critical role in
the prospective employee’s decision. No one benefits if the plans offered are either prohibitively expensive
or if the plan design is not comparable with other employers.

For some communities, it appears the GIC could provide significant premium savings over what they
currently pay. However, all factors must be considered and the principal of ‘balance’ is critical when
evaluating health insurance offerings: balance between plan design and plan cost, balance between the cost
of the premium and the cost of co-pays, and the balance between the share of the premium paid by the
employer and the share paid by the employee. The value of an employee’s health care could be reduced if
municipalities are allowed to unilaterally enter the GIC without the unions having an opportunity to bargain
the premium contribution split to help off-set the higher co-pays and deductibles. Additionally, this unilateral
ability would provide an unfair advantage, and in some cases an incentive, for municipalities to keep all of
the potential savings in premiums.

Whether municipalities should receive all of the savings or whether they should share the savings with the
employees is a complicated question. The only way to resolve this issue, short of the Legislature mandating
communities entering the GIC to do so at the contribution split enjoyed by state workers, is for
municipalities and public employees to jointly work out the details through the Section 19 process, as per the
current law (coalition bargaining). The concept of the municipal GIC option is to free up much needed
dollars in cities and towns. As previously stated, without involving the employees in this critical decision,
there is no obligation by management to compensate their workforce for the loss of the existing plans and the
often-higher out-of-pocket costs that many will experience. This compensation can be as simple as splitting
the cost savings of entering the GIC, but that formula should be left to the parties that have a long collective
bargaining history on the subject.

Alternative Ways to find Savings

There are other viable ways to save money, outside of the specific health plans. To begin, cities and towns
could properly manage and fund their health claims trust funds. This would prevent the roller-coaster ride
many of them have experienced as a result of poor oversight and poor decisions. Cities and towns can
implement aggressive wellness programs and disease management programs to reduce future costs from
preventable illnesses related to high-cholesterol, obesity, smoking and a host of other behavioral causes of
illness. Moreover, cities and towns can join purchasing groups to pool their experience. In fact, many
communities have done this with great success. However, many communities choose not to, but continue to
complain about the increasing costs. It appears that the mere option of the GIC has caused a drop in premium
rates from many insurance companies and has saved communities money. Additionally, carriers like Blue
Cross Blue Shield have created a new product portfolio called Municipal Blue that was developed in
cooperation with municipal leaders and input from public employee unions and allows similar savings as thé
GIC.

Public Employee Committees formed under Chapter 32B Section 19 are educated, energetic players who
tend to ease the burden of management to force changes upon the unions. Employees recognize that
reasonable plan changes can result in savings to both the municipality and themselves. Coalition Bargaining
allows local communities and the employees to maintain “control” of their health care choices. Public



employees should not be viewed as adversaries but rather as partners who have as much to lose because of
escalating healthcare costs. More than a dozen communities have already successfully used Chapter 32B
Section 19 to jointly solve health insurance issues. One can reasonably assume that this can continue in other
communities.

No municipal leader should be allowed to declare the current system broken until they have attempted in
good faith to reach agreement to enter the GIC option through the Section 19 process. Does one think that
employee representatives would deny the members they represent potentially thousands of dollars in savings,
if it is shown that the GIC Option could produce overall long-term savings for the employee, the retiree and
the taxpayer?

Summary

Numerous communities are exploring the option of purchasing their health care from the GIC. Considering
that the GIC rates, plan design, and structure were just released in March and the law allowing municipalities
to join the GIC is still in its infancy, it would be premature to say that the law is not working. Health
Insurance is a major portion of the total compensation package for all of our members. Just as pay rates and
benefits differ in most communities so do health insurance contribution rate splits and health insurance plan
offerings. Fire fighters in one community may enjoy higher base pay but more than likely they pay a greater
share of their health insurance costs. To pick one part of a total compensation package and strip it away is
totally unacceptable and unfair. It is equally as unacceptable and unfair to create a law that allows for
municipalities to unilaterally shift a greater share of the health insurance burden onto employees while
potentially capturing the savings for their exclusive use.

Firefighters are not opposed to finding ways to reduce the cost of providing health insurance. Firefighters
believe that potential savings should be shared by both the municipality and the employee.

The current law that requires the adoption of Chapter 32B Section 19 to enter the GIC should be maintained
so all interested parties have a voice in this important decision. If labor and management work together, as
has been done in many communities, solutions on how to deal with a community’s escalating health
insurance costs can be found. For some communities, the GIC will be the best option for addressing their
health insurance needs; for other communities, retaining local control will be the best option for addressing
their health insurance needs.

The decision to enter the GIC is for local communities and their employees to make, not for the state
legislature to mandate. Removing the right to collectively bargain over the second largest piece of an
employee’s compensation package does not advance worker rights in the Commonwealth of Massachusetts,
but rolls the clock back 50 years.

You cannot say you support workers and unions while stripping away the right to collectively bargain.

The Professional Fire Fighters of Massachusetts asks you to please oppose any changes to MGL, Ch.
32B, Sec. 19, to our health insurance and to our collective bargaining rights.




