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Introduction
To the Citizens of the Commonwealth:
In many ways, the Massachusetts economic success story is a national model. Ont: 1
important part of this story deserves more attention: the improved managemen1
of our state government.
Over the past three years, all state managers, under the Governor's leadership, have
I
made a determined effort to use the state's resources wisely and carefully, to delivet
services more efficiently, and to pursue new and innovative ways to meet public
needs. As a result, we have saved money, improved services, and increased pro- 1\
ductivity. Because of these efforts, we have gener�ted more than$350 million in
additional resources-through savings and the more aggressive collection oJ
federal reimbursements-which have made it possible for us to provide both bette1 1
services and tax relief. For example:
• By making the most of the opportunity presented by the deregulatec
telephone industry, Massachusetts has both gained better telephone serviet!
and saved more than $3 million annually;
• By remembering the lessons of the energy crises of the 1970s and planninE
more energy efficient operations, the state has saved more than$7.6 millior l,
annually;
• By increasing the number of businesses bidding on state jobs and acting as �:1
more attractive client for contractors to do business with, the state created 1
more competitive purchasing environment and saved more than$ 26 millior1
since 1983; and

�1

1
• By demonstrating that services the state provides to human service clients art
eligible for federal reimbursements, the state has increased revenues by nearl},
$170 million since 1983.
These are only a few of the Massachusetts managerial successes that are part of orn
larger effort to create opportunity for every citizen in the Commonwealth. Weir!
1
state government are proud of these efforts; they are an important yardstick of ho\\
well we are doing the job of delivering quality, cost-effective services.
I

There is clearly more that can be done. We will continue to be challenged by the:
scale and complexity of Massachusetts state government, an enterprise that in
eludes over 200 agencies that spend over $9 billion annually in the delivery o:
1
public services ranging from day care for children and home care for the elderl} !
_ ______________________________________________ !>-ii
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to the enforcement of drunk driving laws and the disposal of hazardous wastes.
Despite the work that we still need to do, it is nonetheless valuable to pause and
measure our progress. Therefore, we have prepared this set of reports to document
our success to date and specify where we plan to make further improvements in
the management of state government.
Those who take the time to read these reports will find much useful information,
much to be proud of, and much to praise. For all that remains to be done,
Massachusetts is today at the vanguard of the nation in innovative management.
The men and women who have done such an outstanding job of meeting the day
to-day responsibility of delivering timely, efficient, effective, and compassionate
services deserve the continued encouragement of all the people of Massachusetts.
State government's strides are due to them; the progress that will come in the y ears
ahead will be the result of their continued efforts. Together we are building a Com
monwealth where there truly is opportunity for all.

Frank T. Keefe, Secretary
Executive Office for
Administration and Finance
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Executive
Summary
The Commonwealth provides health and life insurance, pensions, and other
benefits to more than 250,000 employees, retirees, and their dependents. The
Commonwealth seeks to offer a cost-effective and competitive benefits package
to its employees in order both to recruit talented persons and to ensure the physical
and financial health of its work force. Since 1984, the state has introduced or ex
panded a number of benefit options, summarized here, that are designed to main
tain or enhance service quality and to provide cost-effective coverage.

1-\MO

♦

�
��
�

Health Care Organization Enrollment: Since 1984, the state has publicized the
benefits of Health Care Organizations (HCOs) to its employees and initiated HCO
enrollment opportunities for retirees. These efforts have resulted in enrollment
shifts and yielded savings of more than $500,000 annually.
Employee Assistance: Through the Massachusetts Employee Assistance Pro
gram, the state offers employees and their families assistance for a wide range of
personal and job-related problems. By providing an opportunity to resolve pro
blems that affect job performance, the program has improved employee
productivity.
Fringe Benefits: By expanding its employee benefits package, the state can com
pete more effectively for qualified employees.

Health Care
Organization Enrollment
The Group Insurance Commission (GIC) offers state employees a choice of 22
health care options. These include t wo traditional fee-for-service plans through
Blue Cross and Blue Shield (BC/BS), 19 health maintenance organizations (HMOs),
and one preferred provider organization (PPO). HMOs both provide and finance
health care. For a fixed monthly fee (shared by the employee and the Com
monwealth) and a small charge for each doctor's visit, HMOs provide enrollees
with comprehensive health care services. PPOs provide comparable coverage and
pay a portion of medical expenses if an enrollee chooses to use a doctor or hospital
outside of the PPO group.

State Action
Together, HMOs and PPOs make up the GIC's Health Care Organizations (HCOs).
The GIC began offering HCO coverage in the early 1970s. Since 1981, it has
increased coverage steadily as new HCOs have joined the state plan.

1

HCO Enrollment

In fact, between FY 1984 and FY 1986, HCO options for state employees have
doubled. HCOs offer services within specific geographic regions, and the recent
expansion in coverage has resulted in at least one HCO being available to residents
in 350 of the state's 351 municipalities. Furthermore, 85% of all municipalities are
served by two or more HCO plans.

1

HCO members generally pay lower premiums for monthly coverage as well as
lower out-of-pocket expenses. HCO premiums are lower than those of BC/BS. In
addition, services include regular physical exams and preventive care not available
under a traditional plan.
The state also benefits when an employee enrolls in an HCO because its share of
premium costs is generally lower that that for BC/BS. The GIC has therefore
devoted considerable energy and attention since 1984 to informing employees
about HCO options.
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Employee Enrollment: Each spring, the GIC offers a two month annual enroll
ment period during which employees can change coverage or select coverage for
the first time. Previously, the insurance providers prepared brochures that were
an employee's only source of information or advice on health insurance alter
natives. This information was distributed to employees by each agency 's payroll
department. During the 1984 enrollment period, the GIC launched a cam
paign to educate state employees about their health care coverage choices.
A brochure, which was introduced by the Governor and which described each
health plan, was distributed to 90,000 state employees. In addition, payroll clerk�
attended a presentation on HCOs as well as GIC-coordinated health fairs in the lob
bies of state office buildings. These marketing efforts were expanded during tht1
1985 and 1986 annual enrollment periods.

During the 1984 enrollment period, more than 3,300 state employees switchec
from traditional hospitalization insurance offered by BC/BS to an HCO - a 50o/c
increase in transfers fo HCOs over the prior enrollment period. In 1985, 4,80(
employees switched to an HCO. By FY 1986, 42% of state employees belongec
to one of the 20 HCOs providing coverage in the state.

Retiree Enrollment: While state employees have in recent years had a wide. -
choice of health plans, retirees have traditionally been insured through one of thei
GIC's two fee-for-service plans - the Basic Insurance Plan or the Optiona l
Medicare Extension Plan - both of which are underwritten by BC/BS. They have
1
remained in the traditional fee-for-service programs because of:

1. Lifelong experience with and confidence in traditional insurance plans.
2. Limited GIC marketing of alternative health plans.
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HCO Enrollment

3. Age limits imposed by HMOs for new enrollees that screen out individuals over
70 who were not enrolled in an HMO prior to retirement.
4. Lack of legal authority on the part of HMOs to offer a plan to supplement the
Medicare benefits that most retirees have as the core of their coverage.
During the 1984 and 1985 enrollment periods, when the GIC was marketing the
array of plans available to employees, many older workers inquired about HMOs.
In February 1985, the federal Health Care Finance Administration issued regula
tions allowing HMOs to contract directly with Medicare to offer coverage to older
workers and retirees insured through Medicare. Shortly thereafter, the GIC
began planning its f1rst Medicare HMO enrollment, which it conducted in
September 1985. Twelve HMOs participated in the first Medicare enrollment.
Two additional plans became available for the second enrollment in the spring of
1986. Working closely with the participating HMOs, the GIC developed an enroll
ment strategy that included:

II

1. Distribution of a brochure entitled It 's Your Choice describing HMO coverage
and its potential advantages and disadvantages for retirees. The brochure was
developed by the GIC, paid for by the HMOs, and mailed to 13,000 retirees in
Massachusetts and Rhode Island.
2. Specialized marketing materials prepared by each participating HMO comparing
its coverage with the state's Optional Medicare Coverage. The HMOs distributed
these materials to all eligible retirees within their individual service areas.
3. Open houses and community presentations conducted by the participating
HMOs for state retirees.
4. A major kick-off event hosted by Governor Dukakis at one of the participating
HMOs.
During the first Medicare HMO enrollment period, approximately 500 older
workers or retirees selected HMO coverage.

B"'inancial Benefits
The 1984 shift in employee enrollments yielded annual savings of more than
$500,000 during FY 1985. If these employees continue to partipate in HCOs,
annual savings in the future will be comparable.
The initial shift of retirees to HMO enrollment yielded savings of$ 72,000 during
FY 1986, and the GIC projects savings of$400,000 for FY 1987. In addition to the
savings that accrue to the state, each retiree will benefit from the lower cost of HMO

3

premiums and save more that $120 annually as a result of lower premiums and out
of-pocket expenses for coverage.

Contact
For more information on HCO enrollments, contact Kathy Lundgren, Assistant
Executive Secretary, Group Insurance Commission (61 7) 727-0728.

Employee
Assistance
I

I

The Commonwealth is committed to recruiting and retaining a healthy and productive work force. To that end, the Department of Personnel Administration (DPA):
is responsible for developing programs that promote employee productivity and,
address employee needs. One such program, the Massachusetts Employee'
Assistance Program (MEAP), serves state emplo yees experiencingi
physical or psychological problems.
I

State Action
MEAP helps employees deal with a number of problems: finances, legal matters, i
family and marital concerns, emotional or psychological troubles, and alcohol od
I•
drug abuse. Most MEAP clients (30%) seek assistance with family or marital concerns; emotional or psychological troubles rank second (20%). Drug and alcohol
abuse problems combined account for 15 % of all referrals. The program's objectives are:
1 . To provide state employees and their families with confidential resources to help
them resolve their personal problems; and
1

2. To increase state work force productivity by reducing absenteeism and turnover. I
I
MEAP services are provided by private employee assistance vendors located:
throughout the state. Primary vendor services are those offered directly to the state
employee or family member who contacts MEAP. These services include inquiry,
response, assessment, referral, case management, and follow-up on referrals.

1

Secondary MEAP services educate supervisors and employees about the types of1
assistance available. These services include orientation, consultation, training, and, �Ol
outreach activities for managers, supervisors, human resource development professionals, union representatives, and employees.
1
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Employee Assistance

Before FY 1985, MEAP provided services only to employees working in the
Government Center complex in Boston. In FY 1985, coverage was extended from
7,400 to 18,000 employees and their families in various areas of the state. At the
same time, an information and referral service for those employees not yet covered
by MEAP was instituted through a contract with the McLean Hospital Employee
Assistance Program. During FY 1986, 19,000 more state employees and their
families in nine additional geographic areas were covered by MEAP. Thus, of the
73,000 state employees, 37,000 are now able to access MEAP services. By the end
of the decade, the state will provide access to MEAP for all employees and their
families.

Financial Benefits
Productivity researchers estimate that 18% of employees in any work force ex
perience alcohol, drug, and emotional problems. These employees are estimated
to be 25% less productive than those who do not have these problems. Since state
employees in the Commonwealth earn an average of $18,000 annually, this lost
productivity costs the state an estimated $67.23 million each year. The boxed insert
details the costs of this decline in productivity.
I

Types of Costs that MEAP Lowers
• Absenteeism and paid sick time.
• High health benefit claims.
• Accidents and worker compensation claims.
• Early retirement.
• Poor business decisions.
• High turnover.
• Low morale.
• Loss of management and supervisory time.
MEAP helps reduce these costs by providing employees with an accessible, con
fidential resource for discussing personal problems that may be affecting their job
performance.

� ::;ontact
For more information on the MEAP program, contact Mary Cliett, Manager of
MEAP, Department of Personnel Administration (617) 727-8097.
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Fringe
Benefits
As the state's economy continues to flourish and its unemployment rate to fall, state
government must compete with the private sector for qualified employees. To do'
so effectively, it has to offer a competitive compensation package, including both
wages and benefits, to prospective employees.

State Action
In February 1986, Governor Dukakis introduced the Pension Reform Act:
to fund and reform public employee benefits. Upon passage, the bill will pro-,
vide for substantial funding changes to climate state and municipal unfunded pen
sion liabilities. In addition, it will increase benefits for public employees and
add reforms to the disability pension program.
At the Governor 's direction, the Executive Office for Administration and Finance
(A&F) worked with legislators, business leaders, municipal governments, organized
labor, and several state agencies to develop the Pension Reform Act. The group
analyzed the benefits available to state employees and proposed some additions
to the package, which are detailed in the boxed insert.

Employee Benefits Reforms
Lifting Retirement Benefit Cap
The legislation will lift the $30,000 cap used to calculate retirement benefit
for all state and local employees hired since 1979. This action will affect bet
ween 2 5 % and 30 % of current employees as well as all future employees
Employees' pension benefits will therefore be based on their real salaries in
stead of an artificially low salary ceiling.
To offset some of the costs of eliminating the cap, the bill will raise employe
retirement contributions on any income above $30,000 for employees hire
after January 1, 1986. Thus higher income employees who benefit the-mos
from the elimination of the cap will pay more for their pension benefits.
Tax Deductibility of Benefits
The legislation will make public employees' contributions to their retireme
plans tax deductible. In addition, the proposal will authorize the Co
monwealth and its cities and towns to adopt a cafeteria plan under which c
tain employee benefits, including dependent care expenses, could b
deducted from taxable income.
Expanded Benefits
T he legislation will extend to retirees and non-union state employees the d
tal and vision care benefits provided to other state employees through co
lective bargaining.

-------------------------------------------:?-----..

In addition to the expanded benefits proposed under the Pension Reform legislation,
management and unions representing state employees have negotiated othe� new
benefits. The state has established a Health and Welfare Trust Fund for state
employees. Since full collective bargaining in the Commonwealth began in 1973,
a major objective of the state unions had been to secure dental coverage for state
employees. Because of spiraling health care costs and fiscal constraints, however,
the state has been unwilling to agree to a program under which pressure to expand
would be inevitable and it would have sole responsibility for increased costs.
In 1983, the Office of Employee Relations (OER) and the state's largest union devised
a workable and affordable solution to this problem . OER and the union agreed to
establish a Health and Welfare Trust Fund that would be legally separate from both
entities. Each side would nominate half of the trustees responsible for managing
the fund, and the trustees would select what services and benefits to deliver.
The Commonwealth agreed to contribute $2.00 per full-time employee per week
to the fund and to subsequently increase the amount to $4.00. Thus its contribu
tions are predictable and controllable, and its liability limited exclusively to making
the agreed-on contribution . Following this agreement, the state reached similar
agreements with the other state unions. Dental benefits are now a reality at a fixed
cost to the Commonwealth of less than 1% of payroll.
Finally, during contract negotiations in 1986 bet ween the Commonwealth and
unions representing state employees, two additional employee benefits were
negotiated that reflect the changing needs of today's work force. First, regular part
time female employees became eligible for an unpaid eight-week maternity leave.
Previously, only full-time employees were granted such leave.
Second, the new contracts extend parental leave benefits. Before 1986, unpaid
parental leave was granted to both male and female employees for up to two weeks.
The purpose of this leave was to give parents an opportunity to care for or make
arrangements for the care of their child. The new contracts extend the leave up
to eight weeks and allow it to be used in conjunction with maternity leave and
when adopting a child under three years of ag�.

ct
For more information about Pension Reform legislation, contact B.J. Rudman,
Assistant Secretary for Management, E xecutive Office for Administration and
Finance (617) 727-5403 .
For more information on other benefits, contact John R . McKeon, Deputy Director,
Office of Employee Relations, (617) 727-5403 .
_l___________________________________________

