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Communities face many barriers when considering the GIC
The first deadline for municipalities to join the state Group Insurance Commission (GIC) has passed with only five municipalities taking advantage of the new legislation.  Four school districts and two planning agencies also joined.  Click here to see a list of those who joined.  This limited response comes after the Legislature extended the deadline to October 29 because interested communities were having difficulty meeting the October 1 deadline for entry in FY09.  The bill was signed into law on July 25, 2007.  
These five towns join the City of Springfield, which has had positive results since joining the GIC in January of 2007 as a result of emergency regulations.  In recent years, Springfield’s health insurance averaged an increase of 13-15% each year.  According to the City of Springfield, joining the GIC halfway through FY07 resulted in a 9% increase that year and a 4% increase is projected for FY08.  A joint report by the Research Bureau and the Massachusetts Taxpayers Foundation estimated that all municipalities stand to save $60.5M or more in FY09 and $436M or more in FY13 by joining the GIC.
Why have only five towns out of 351 cities and towns joined the GIC?  One major reason is the difficulty of negotiating a complicated agreement within a limited time frame.  Municipalities must analyze whether joining the GIC is a cost-effective decision, negotiate the conditions, and receive 70% approval from a public employee committee.  Also, municipalities that offer Blue Cross Blue Shield plans may have wanted to see if BCBS would bid on GIC business.
Some have suggested that more municipalities have not joined because the GIC offers more expensive indemnity plans, while a municipality may not and employees could move to these plans.  However, the GIC offers only one true indemnity plan, which is used by only about 16% of all active and retired enrollees and their families.  Furthermore, the GIC’s two other so-called indemnity plans function more like PPO plans, offering both in-network and out-of-network options for a comparable cost to managed care plans.
Perhaps one of the greatest barriers to municipalities joining the GIC is the complexity in attaining an accurate estimate of the financial impact on each city or town.  Moreover, municipal health insurance brokers, consultants, and others with a stake in the matter have a vested interested in keeping communities out of the GIC.  As presently structured and in the face of these barriers, the new law will not provide meaningful near-term property tax relief to most municipalities at a time when the growth of health insurance costs continues to be unsustainable.
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