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Introduction
The Middle Cities Initiative seeks to help the Commonwealth’s older 

cities,  which face economic, demographic, and political challenges. These 

challenges cover a wide range of issues—entrenched political cultures, 

and manufacturing sectors, crime, and poorly targeted state programs. 

The Initiative’s goal is to develop and disseminate concrete policies to 

help the Middle Cities grow.  

to municipal leaders is the consolidation of their community’s municipal 

health insurance into the Commonwealth’s larger pool, known as the 

health insurance, which (as in other sectors of the economy) is eating up 

cities and towns move toward greater use of the GIC as a source of cost 
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toward greater use of the GIC as a source of cost savings.
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direct legislation in the future, to force communities 

into the GIC as opposed to the current opt-in system.

factors – GIC’s low rate of cost growth relative to 

from its large purchasing pool and resultant leverage 

the rates that municipalities pay are usually higher 

and growing at a faster pace. Given the limitations 

insurance costs are rising at a rate disproportionate 

health of our cities. 

Process and Participants

Communities may opt in to purchase their health 

insurance plans through the Group Insurance 

Commission. The decision to opt-in is made through an 

majority vote of the city council, and approval of the 

Communities join the GIC for a three-year period.  

and selection, while municipalities would set their 

Key Considerations
Cost Structure

Communities considering GIC consolidation should 

insurance plans. In order for consolidation to make 

sense, they should compare their current health 

insurance cost structure, particularly indemnity plans 

The provisions of the GIC consolidation legislation 

plan offerings. This creates a potential situation where 

situation where large groups of employees move from 

In an ideal situation, a community would have a 

as terms of entry into the GIC) that would provide 

incentives for employees to choose lower cost 
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retirees in Medicare, GIC consolidation has 
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in health carriers (even for 

union approval.  

particularly for those 

communities that are self-

insuring, is the potential 

case we are aware of, the 

community’s indemnity plan 

rates are capped relative to 

. 

Future Cost Trends in Health Insurance

consider the secular trends in health insurance costs 

purchasing pool and the GIC’s pool.  

response to the potential of GIC consolidation and 

campaign to municipalities and has altered its product 

array, in an effort to lower cost increases and retains 

its leadership in the municipal marketplace.  

lower than their own.  

rates for the Middle Cities.  

all municipalities in Massachusetts. It shows that a 

Collective Bargaining 

provider, typically Blue Cross/Blue Shield. There 
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relationship of health insurance costs in municipalities 

versus the Commonwealth during that period will 

assumptions is without counterargument, we use 

the report’s methodology to prompt a conversation 

acknowledging its limitations.  

The report determined that a transfer of all 

municipalities into the GIC would produce savings 

.  

Potential Savings 

In order to make the potential for consolidation more 

the Middle Cities. First, the compound annual growth 

rate in health insurance costs was calculated for each 

of the cities and the Commonwealth3, as shown in 

Beyond the assumptions in the previous sections, 

not present an accurate picture of health insurance 

4

anomaly has the potential to skew projections as 

over this period, while most of the Middle Cities had 

lower growth rates than GIC.  

to calculate health insurance cost projections under 

two scenarios – costs growing at each municipality’s 

historical rate and at the GIC’s historical rate. Three 

communities were eliminated from the analysis – 

already joined the GIC).  
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The growth projections in health insurance costs from 

also reveals that small differences in growth rate can 

the difference in health insurance costs projected for 

The driver of the additional cost is the rate of projected 

growth relative to GIC and the size of the underlying 
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potential savings.  

during the ten-year period, a meaningful sum 

million). For the other communities, the savings are 

Commonwealth’s (or that consolidation would result 

in higher costs), would realize cost savings from 

joining GIC. In several cases, there are dramatic 

Additional Savings Opportunity

transferred to Medicare. Municipalities have the 

the council with mayoral approval in other cities) via 

.  

to the Federal Medicare program has produced a net 

in Medicare, GIC consolidation has the potential to 

COSTS

The evidence suggests that most communities, 

that of the Commonwealth’s would realize cost 

savings from joining GIC. In several cases, 

there are dramatic potential savings.

GIC plans typically have lower premiums, 

which provide a net savings to the employee, 

even, in many cases, with higher out-of-pocket 

costs. 
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Employee-side Incentives
For municipal employees, initial resistance to GIC 

consolidation has revolved around several issues – 

resistance to a change in health insurance providers, 

insurance entity, and the typically higher out-of-

pocket costs associated with most GIC products. 

Several countervailing points are: 

- The overall savings from GIC consolidation will 

- By removing health insurance plan offering and 

unions and municipalities.

to all of the GIC’s products). This is particularly 

preserves their insurance and provides long-term 

security.  

- GIC plans typically have lower premiums, which 

provide a net savings to the employee, even, in many 

cases, with higher out-of-pocket costs6. 

Conclusion

issue.  Municipal leaders seeking cost savings should 

provision of additional services, reducing the need 

employees. For communities with high historical cost 

joining the GIC or to understand why their current 

health insurance structure prevents this option from 

Endnotes

which has the perverse effect of lowering premiums 

3

4

municipality that wanted to clarify any portion of the 

data or analysis. 

6

individual employees to determine the change in their 

overall costs under GIC and current health insurance 

plans.  
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