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PURPOSE

This memo describes local governments’ fiscal problems associated with rapidly rising municipal health care costs and your Administration’s solution to this municipal budget-buster.
PROBLEM IDENTIFIED
Municipalities across the Commonwealth had struggled for many years with the rapidly rising cost of providing health insurance to their employees.  Double-digit annual percentage increases in health insurance costs increased pressure on property taxes and threatened local governments’ ability to balance their budgets and maintain public services such as education and public safety during increasingly challenging fiscal times.
SOLUTION
To address this issue, your municipal health insurance proposal, filed in January 2011, was designed to help municipalities achieve immediate cost-savings and build on you Administration’s efforts to comprehensively reduce rising health care costs.  It also ensured that municipal employees have a meaningful role in achieving that result.
In July 2011 the legislature passed and you signed “municipal health reform,” giving cities and towns new tools to help bring down health care costs and save cities and towns hundreds of millions of dollars to save jobs and protect core local services, while preserving a meaningful role for organized labor in the process and protecting health care quality for retirees and municipal employees. 
This reform is one of the most significant measures to assist cities and towns in the past 30 years.  
Municipal health care reform is providing significant and immediate savings to cities and towns.  To date, more than 261 (60%) communities and school districts across the Commonwealth have collectively saved more than $250 million in health insurance premiums for municipal employers and employees as a result of the landmark municipal health care reform law.  According to the Massachusetts Taxpayers Foundation, this reform could produce as much as $2.8 billion in cumulative savings over 10 years if implemented by all communities and school districts.  
Specifically, the Municipal Health Reform process includes the following:
· The reform process provides for expedited bargaining to negotiate a new health insurance benefit plan for employees. 
· Local governments can use this process to adopt co-pays and deductibles, along with other cost-sharing health care plan design features that are not higher than those offered by the Group Insurance Commission (GIC). Alternatively, municipalities can transfer employees to the GIC. 

· The local government convenes a Public Employee Committee (PEC), consisting of a representative from each union and a retiree representative, to represent the employees through the process. 

· If local governments and their unions fail to reach agreement within 30 days, the process moves to a three-person review panel, with one member appointed by the local unions, one by the local government, and one selected by the Secretary of Administration and Finance. 
· The law also allows a portion of the local government’s savings (up to 25 percent of total premium savings) to be returned to employees (mitigation). 
· The process cannot be used to negotiate changes in premium contribution rates; only plan design features can be changed through this expedited process.
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